Abstract

The generous welfare state acts as a magnet for immigrants, especially the unskilled ones. However, the welfare state is less attractive for high-skill potential immigrants, and may even deter their immigration. We propose to study, analytically and empirically, the selection (formation) of pairs of a potential representative migrant, within each skill category, from an origin (or, source) country to a potential destination (or, host) country; and the corresponding magnitudes of migration. The empirical analysis is applied to an international cross section dataset which enables to usefully look at source-host pairs.

At the same time, conversely, , migrants may change the political power balance between the pro "big", and pro "small", government. The overall effect depends on how active immigrants are in the political process, and whether or not they inflict some fiscal cost on the native-born voters, and if so, what is the magnitude of such fiscal cost. To study analytically the implications of migration for the size of the welfare state, we propose to treat migration as exogenous and to analyze the endogenous determination of the politico-economic equilibrium size of the welfare state.
 Additionally, we propose to extend the analysis in which migration policy is endogenously determined by its conventional negative effect of migration on wages, but also by strategic considerations. The latter implies that immigrants are desirable for the sustainability of the social security system because the political system is able to manipulate the ratio of old to young and thereby the coalition for future high social security benefits. 
We propose to confront some key predictions of the political economy aspects of migration with international cross section and  panel data.

We take Israel with has a truly  unique experience, with numerous waves of Aliyah, as a case study for analyzing the fiscal costs, or benefits, of migration. We distinguish analytically between the short-run (static) and the long-run (dynamic) costs, and between skilled and unskilled migration. This analytical background can guide us in calculating the fiscal costs for each wave of Aliyah after independence, separately. We propose to do the fiscal-cost calculations by age, skill, fertility, and possibly other characteristics and to find the relation to how the welfare state has evolved over time. 
We also propose to evaluate major changes in the welfare state (e.g., tax and pension reforms) in relation to the fiscal cost calculations of the various migration waves. 
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