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APPENDIX 1: Theoretical framework for Chapter 2

The representative migrant therefore solves the problem
Max Uy = YX{_; B* (v¢LnA, + 6,LnCl" +¢,LnC}) (1)

Subject to the following constraints

PI"CI" + R + FI" — FI*,= Y* + {"F", 2)

Fi= FlL (1+4if )+ e.R* — PI(Ae — Aemy) — eri™ (3)
A, >0 (4)

pPhch=PrYM + er™ (5)

Let A, A, and A3, be the Lagrangian multipliers for constraints (2), (3) and (5). The

Lagrangian for optimizing equation (1) is given by

L=YT_1 8" [(yelnAr+ 6LnCl +4 LnCl) + Ay (Y™ + iR -PCT— R — FM+ FPp) +

Az,t(_Fth + Fth—l (1 +i?)+ e.R{" — P?(At — A1) — e+ /13,t(Pleth + etrtm_PglC[L)] (6)
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From first order conditions

oL
on = a— PPl = Blori Pyl = 0

oL _ 6

ke [@ A P"] =0
oL ¢
acr = Lok~ X3P =0
0 .
axlit = Y+ i"FY -PRC = R - FM+ F2 =0
oL .
. —Fr+ FL (1+il)+ e, R + PP (A — Ai—y) — e =0
oL hvh m hrh
ohze PY + e =P (=0
oL
ﬁ = [_Al,t + etlz’t] = 0
oL
o = [—Azcec + A3:6:] =0

0

PCE

From equations (8), (13) and (14) A, = el = ecd3, =

0.Pl
e:Pct

Into equation (9)

= 6.CIP! = e, PI"CI"$,

From equation (10)

R =Y+ F™ (1 +i™) — F* — P C

(16)

(17)
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Equation (16) into (17) R™ = Y™ + F™, (1 +i™) — F™ — %Pthqf‘
t%t

From equation (18)

Equation (12) into (18)

From (20)

Again from equation (20)

From equation (11)

From equation (24)

6R;_»n _ 6t Ph
ach erd, ©

RP = Y4 F (L4 07 = FI = 20 (PRY] + eri™)
t

m _ %t rym m m -m m Py
Tt _G_t[yt —F"+ FL A+ — Ry ]_e_t
o™ _ pl
aYth - et
o _ 4t
oyt 6

1 .
R = e_t[Fth - Fth_1(1 +il)+Pr (A, - A )]+ 7"

ORY" _ P Pl

0A¢ et €r+1

i) T —

oilm t-1
= L [-Fly)
61’? e t=1
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