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SEGMENTED LABOUR MARKETS WITHOUT POLICY-INDUCED LABOR

MARKET DISTORTIONS

by

Jaime Mezzera

1. Labour market segmentation

Twenty years ago, Harvey Leibenstein wrote: "While a great deal has

been written in recent years on the problem of economic dualism,.... rather
1/

little has been done to connect it with the nature of technical progress. -

I would agree with that even today. This paper therefore attempts to lay

out the conditions under which technical progress may lead to labour market

segmentation even in the absence of Government intervention - and union

pressure - in that market. The analysis is quite similar to Leibenstein's

own but differs mostly from it in that I try to explicitly spell out those

conditions.

In mainstream neoclassical economics, the existence of labour market

dualism has lately come to be accepted, largely as a consequence of

Harberger's distinction between a protected sector and an unprotected one.

It can generally be said that most neoclassical labour economists accept

Harberger's line and precisely there lies my interest in writing this paper.

1/ H. Leibenstein, "Technical Progress, the Production Function and
Dualism", in Banca Nazionale del Lavoro Quarterly Review, December, 1960.

2/ A. Harberger, "On Measuring the Social Opportunity Cost of Labour", in
the International Labour Review, June, 1971.



According to that mainstream view, all that happens is that Government

intervention, prodded by labour unions - and, sometimes, by its own social

considerations related to income distribution - decrees minimum-wage and

other laws which distort the equilibrium wage-rental ratio. Unemployment

ensues as firms adjust the marginal productivity of labour to the new wage

rate. However, policing labour laws is costly, so it only extends to the

targets which are most visible both to the Government and the unions, i.e.,

the large firms which constitute the protected sector. Therefore, most

small firms remain undetected while paying less than the minimum wage. On

the other hand, the reduction in protected-sector employment as a conse-

quence of the increased wage rate provides he necessary labour supply to the

low-wage firms which thus only need to pay the workers' reservation price.

Therefore, one observes two distinct wage levels among the employed workers

and a much lower unemployment rate than would obtain if policing the wage
1/

laws was costless.

The remedy to labour market segmentation which readily emerges

from the above framework is the elimination of the wage laws. That

"solution," however, is wrong because it assumes a partial

1/ To keep the exposition uncluttered, I accept the usual assumption of
a homogeneous labour force. Integration with standard human capital
theory only requires referring to "two distinct wage levels per
skill level."
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equilibrium setting where only one distortion exists - the wage

floor. Removing the wage floor would thus guarantee achieving a Paretp-optimal

situation. What I intend to convey in this paper is that there exists a

general disequilibrium situation where imbalances in other markets have a

bearing on the labour market outcomes; the point is relevant from a policy

point of view because once the general disequilibrium approach is accepted,

the whole discussion must be framed in second-best terms, accepting that

the removal of a single - or even of several but not all - distortions not

necessarily leads to an increase in welfare. I will later present cases

'where welfare is most likely to fall in the face of partial correction of

distortions.

Secondly, the simplistic mainstream approach - and this by

itself warrants more work in the area - fails to explain rural

labour market segmentation. In many, if not most LW 's, minimum wages

simply do not exist in the rural areas; yet the segmentation between labour

incomes in large commercial farms compared to small minifundia is probably

starker than that observed between the urban formal and informal sectors.

For instance, in Bolivia, wage-earners working in commercial farms belong to

the seventh and eighth deciles of the income distribution while Altiplano

peasants are grouped within the. lowest four deciles, with the urban informal

poor sandwiched in. hetween.

3/ J. Mezzera and A. Uthoff, "Distrihucion del ingreso, migraciones y
colonizacion: una alternatiVa para el campesinado boliviano", PREALC,
1979, Table.A.-1.
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Clearly, something more than Government intervention - which is non-

existent in the Bolivian rural market - is needed to explain such a cleavage.

1/
2. The influence of technical progress

Assume that the total output of widgets in an economy is supplied by

two groups of firms. Group 1 is composed of many independent firms which

are relatively small; all these are homogeneous in their production functions

and each produces A widgets per period. Group 2 is also composed of many

independent homogeneous firms, but in this case they are relatively large,

each supplying, say, lOGA widgets per period. Widgets are produced by

capital K and labour L alone. Widgets are either agricultural or non-

agricultural consumption goods and firms producing them are located either

in rural or urban areas. The market for widgets is small relative to the

size of the economy in question.

At the beginning of the process all firms in both groups share identical

production functions which are smooth and well-behaved; i.e., twice

differentiable. A unit-isoquant for that production function is shown as

X(T1) in 
Figure 1. Given factor endowments in the economy as a whole and

the overall pattern of factor demands, the wage/rental ratio - which is given

to the widget sector by virtue of its smallness - is as shown by (P /P )L K 1

in Figure 1.

Now assume. exogenous technical progress. Characterize it, according to

current trends, as tieing of the. sort that saves on hoth_factors but propor-

  __

1/ One persistent theme of the formal/informal literature is the

distinction between informal activities which compete with formal firms

and those which are complementary to formal firms. See the careful

analysis in V.E. Tokman, "An Exploration into the Nature of Informal/

Formal Sector Interrelationships," (mimeo), PREALC, 1977. This paper

only refers to the former case, mainly because I see no parallel role

-being played by technical progress in the case of complementarity.

-^
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tionately more on labour. The new unit isoquant will look like X(T2) in

Figure 1. Given the exogenous wage/rental ratio, all firms that adopt the

new technology will produce at point B with a capital/labour ratio or (K/L)F.

The fall in the per-unit labour input is very large. So is the reduction

in cost and, given competitive assumptions, in price. Even so, the price-

elasticity of demand for widgets would have to be extremely high in order to

avoid a reduction in employment. One certainly cannot assume very high

price-elasticities of demand for all goods affected by a widespread process

of technical change. The consequent result is a large reduction in labour

demand.

Now let me introduce a few imperfections in markets other than labour.

First, let me assume that capital markets are imperfect in the sense that

only large firms can obtain large loans. This is not an unreasonable

assumption; it may even be that all capital markets qualify. Second, let

me define a new technique as one which requires a lumpy investment, the

latter being one which far exceeds the amount of capital which was being

used, under the old technology, by firms in Group 1.

Therefore, firms in Group 2 will be able to obtain credit to adopt the

new technology because they are large; i.e., they awn enough assets to use

as collateral of their loans. However, small firms will not obtain the

necessary credit. Consequently, only large firms adopt the new technology.

With any common set of factor prices, production with the old technique

would be inefficient and small firms would have to shut dawn, no longer

able to compete.

Under the usual neoclassical assumptions, the consequent unemployment
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would drive down the wage rate, production costs would fall and output under

X(T2) would expand, part of it being exported. At the same time, such output

would be produced with. lower KJL ratios reflecting the change in the factor

price ratio. Both. the increase in output and that in labour-intensity of

production would proceed up to the point where all the workers displaced by

technical change in the widget sector would be reabsorbed, though not only

into the sector itself. Harberger's point is that it is the wage floor that

snatches defeat out of the jaws of victory by determining potential unemploy-

ment which ultimately results in labour market segmentation.

My point is that, under likely circumstances, segmentation will result

even in the absence of the institutional wage floor. That result requires

some further assumptions. First, let us assume that the new techniques are

of the putty-clay variety; i.e., that even if a wide range of K/L ratios are

available to the firm before it invests, that range collapses to an extremely

narrow one - or even to a single point - once the chosen equipment is put

into place. Second, assume that total output of widgets is given by the

size of the domestic market and that there exist barriers to trade which

preclude export-led output expansion.

all those who lost their jobs - i.e.,

from Group-2 firms plus all those who

As a consequence of both assumptions,

those displaced by technical change

used to work in Group-1 firms whi

can. no longer compete. - will not he. ahle to recover those jobs even if they

are willing to bid down the wage. in the sector. They might then. move to

different sectors by bidding down wages in the economy in. general. However,

in LDC's the possibility ofimporting new technologies off-the-shelf has
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guaranteed that technical change of the variety discussed here proceeds in

most if not all sectors, including agriculture. Therefore workers who lost

their jobs in the widget-sector will find themselves competing with hosts of

others, displaced from other sectors.

To this point, however, only unemployment has been explained in a
1/

fashion reminiscent of Eckaus . If modern-sector firms were to lower wages

to market-clearing levels without increasing employment, no labour market

segmentation would take place. However, it is likely that such firms will

not cut wages, at least not all the way dawn to equilibrium levels. Assume

that, after technical change has taken place, wages have became but a minor

proportion of total costs. Assume further that physical productivity per

worker is positively related to job stability (through, say, firm-specific
2/

on-the-job-training) and the latter to the wage level. Thus, lowering

wages to their market-clearing level is a feasible policy for large firms but

may well not be their profit-maximizing strategy since by thus lowering wages

these firms would achieve minor savings in their wage-bills at the cost of

equipment breakdowns, output interruptions, etc. The more automated the

plants become, the costlier the risks involved, the higher their probability

and the lower the gain from decreased wages.

Therefore wages in the modern sector may well remain at levels signif-

icantly superior to the value of the marginal productivity which was achieved

/ R. Eckaus "The Factor-Proportions Problem in Underdeveloped Areas", inthe American EconomicReview, September 1955, reprinted in Agarwala andSingh, The Economics of Underdevelopment, Oxford U. Pr., 1976.

See P. Doeringer and M. Piore Internal Labor Markets, Lexington, Mass.,Heath, 1971; and also M. Wachter: "Primary and Secondary Labor Markets:A Critique of the Dual Approach", Brookings Papers on Economic Activity,1974, #3 for an excellent survey of why primary/formal firms maximizinglong-run profits will maintain wages above their short-run equilibriumlevel.



8.

with. the old technology, even if they remain below the new VMP. At the

same time, there is a pool of unemployed workersiand capital equipment which

was being used in Group-1 firms is faced with a total write-off due to

obsolescence.

Even so, labour market segmentation enters the picture only

when the unemployed workers and the prospectively unemployed

capitalist/entrepreneurs of Group 1 decide to keep production going at the

cost of cutting factor rewards - which, after all, is better than no rewards

at all. Group-1 firms thus continue to produce widgets. However, to do so,

they must match the prices at which modern firms are selling their widgets.

Their factor price line - shown in Figure 2 as CEL/PK)Ii- therefore has to

coincide with CRL/P0F on the K axis to denote constant unit costs across

Groups with costs measured in units of .the factor whose price has remained

constant. Since that factor price line must be tangent to X(T
1
) its con-

sequent shallow slope shows that wages in the backward sector are now lower

than they were before technical change was introduced and, a fortiori,

lower than those presently being paid in the modern sector.

Let me note that (P /P in Figure 2 corresponds to the case where allL K-L
1/

the capital invested in small firms comes from loans. In that case the

return to capital remains constant and the full brunt of cutting costs falls

on labour. If their capital fully belonged to the small firms, i.e., if it

came- from previous savings of the. firm's owner, the fall in factor incomes

1! The capital market is imperfect only in the sense that small firms do
not get large loans; that does not preclude the small loans needed to
finance the old, size-neutral technology.
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will be shared, allowing for a lesser fall in wages. Naturally, this

point is quite irrelevant when - as is common - firms are family-awned and

family manned.

In either case, we find that two groups of firms compete in the pro-

duction of a single homogeneous good and pay significantly different wages

for what essentially is similar work, in spite of the fact that there are

no extraneous interventions in the labour market. Nor have we introduced

discrimination based on race, sex or other non-economic characteristics of

the -workers themselves. Naturally, discrimination may exist and even ex-

plain who gets which jobs; but the existence and permanence of different

wage rates depends on the existence and permanence of widely differing

capital/labour ratios across firms that produce the same good for the same

market in the presence of only one set of factor endowments.

For that result, six assumptions had to be made, none of them involv-

ing distortions in the labour market:

1. Technical progress is a widespread process and saves on both factors

but particularly on labour.

2. It is lumpy in the sense defined earlier.

3. Capital markets are imperfect in a very restricted sense, also defined

earlier;

4. Output expansion is constrained by the size of the domestic market and

by barriers to export expansion;

5. The elasticity of factor substitution of the new technology, once

installed, is close to zero;

6. Firms maximize profits by, inter alia, taking account of the effect of

wages on labour productivity; i.e.,_ reducing turnover.

1/ See V.E. Tokman, "An Exploration... op. cit., for a discussion of how
informal "firms" can, to some extent, vary their non-wage costs.
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At least I have the distinct impression that the above set of

assumptions should be a fairly realistic description of the situation

prevailing in many LDC labour markets; when one includes the rural areas,

those assumptions ought to be more frequently found than will minimum wage

laws or significant union power.

3. Four comments on related policy issues

Suppose a situation where labour market segmentation exists, where a

minimum wage law is being implemented and where a process such as that

described in section 2 has taken place, and let us trace the foreseeable

effects of eliminating the wage floor, set at the level of VMP in the modern

sector. As we saw, wages in the modern sector will presumably fall, but will

still remain well above those in the backward sector. Employment in the

modern sector will hardly - if at all - increase. As long as the elas-

ticity of factor substitution of modern-sector firms is greater than zero

but less than unity, the modern-sector wage bill will fall to the benefit of profits.

Income distribution among wage-earners will become more equal as the wage

gap narrows but overall income distribution will become more unequal. As

long as equality is an argument in the social welfare function, welfare will

have fallen. But segmentation will persist. This is merely an application

of the theory of the second-best.

A second area of interest is that of credit policy. Because in LDC's

it is generally recognized that savings are sub-optimal, most LDC Governments

(in a further second-best application) are active in the credit market,

mostly with the objective of rationing scarce investable funds towards the
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(hopefully) most socially profitable activities. For the same reasons,

Government loans usually carry heavily subsidized interest rates. Naturally,

such rates do nothing to equilibrate the amounts of credit supplied with

those demanded; specifically, introducing a subsidized-credit policy does

nothing to total credit available in the economy, facilitating the following

exercise in comparative statics. In Figure 3, let 00 measure available

credit, both before and after the policy is introduced. Let DL, measured

from left to right and Ds measured from right to left represent demand

schedules for credit by large and small firms, respectively. Before the

official policy is introduced, all credit is used at a rate re, with large

firms using LC1 and small firms getting SC/. Now assume the credit policy

stipulateslendingwillproceedatasubsidizedraterp and loans will be

made for purposes of capital renovation to financially solid firms. As a

consequence, large firms soak up the large volume LC2. The remaining credit

volume SC
2 

goes to small firms but now at the rate r
s
, since small firms do

not qualify for the Government policy: they are not financially sound

enough to receive "lumpy" loans. It has thus been observed that informal

sector firms and peasants are often charged real interest rates in excess
1/

of 4% a month. Therefore, redesigning credit policies might have signifi-

cant impact on income distribution.

The third comment refers to the facile recommendation of abolishing

barriers to trade in order to eliminate labour market segmentation. In yet

/ J. Mezzera, "Credito, empleo y distribucion del ingreso en Bolivia"
(mimeo) PREALC, 1978.



Interest rate
paid by large
firms

Interest rate
paid by small
firms
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another application of the second best this by no means guarantees an in-

crease in welfare for several reasons. Eliminating trade barriers will not

erase all the other domestic distortions. Nor will it eliminate the various

non-optimalities present in foreign markets: other countries maintain:

active protection, transport costs are often high, penetration of foreign

markets is never costless, monopolies exist in other parts of the world,

etc. And even if such distortions did not exist, there is no guarantee

that arriving at the Paretian grand-utility-possibility-frontier will pro-

vide tangency with the social welfare function; in other words, the result

in terms of income distribution is not necessarily the "best" in terms of

a given social welfare function even if all resources are optimally

allocated.

The final comment is that this interpretation of segmented labour

markets ties up very neatly with the "old" interpretations of underemployment
1/ 2/

about which Rosenstein-Rodan and others have been writing since the

40's and 50's. There is no doubt in my mind that the workers in Group 1

1/ Paul N. Rosenstein-Rodan, "Problems of Industrialization of Eastern and
South-Eastern Europe," Economic Journal, Jun-Sept 1943, reprinted in Agarwala

•and Singh (eds.), The Economics of Underdevelopment, Oxford
University Press, 1958, and "Disguised Unemployment and Underemployment
in Agriculture," (mimeo), Center for International Studies, M.I.T., 1956.

2/ Typically R. Nurkse,  Problems of Capital Formation in Underdeveloped 
Countries, Oxford University Press, 1953, and A. Navarrete and I.M. de
Navarrete, "La subocupaci6n en las economias poco desarrolladas," El
Trimestre EconOmico, Oct-Dec 1951, reprinted in Agarwala and Singh,
2p.cit.; and also the dualist school represented by W.A.Lewis,
"Economic Development with Unlimited Supplies of Labour," The Manchester
School, May 1954, also reprinted in Agarwala and Singh, op.cit., and
"Unlimited Labour: Further Notes," The Manchester School, Jan 1958, as
well as by G. Ranis amd J.C. Fei, "A Theory of Economic Development,"
American Economic Review, Sept. 1961.
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firms whose post-innovation incomes are described by the flat slope of

(P
L
/P
K
)
I 
in Figure 2 are the underemployed with wham the structuralist

and dualist schools have been concerned during many years. It is worth

noticing, of course, that while underemployment has came to be

associated with agriculture in the popular mind, most authors explicitly

point out the existence of non-modern, stagnant groups in urban areas as well.

For instance, Lewis specifically says: "the phenomenon is not, however,
1/

by any means confined to the countryside." And Fei and Ranis insist:

"we wish to underscore the absence of any necessary one-to-one relation-
2/

ship between the subsistence sector and agriculture..." What is new in

the formal-informal approach is that, while the urban traditional groups

of the dualist school were truly "marginal" to the economy (see the list

of quasi-beggarly activities listed by Lewis in the same paragraph quoted

above) the informal units to which I refer here are full-blown firms whose

progress is mainly impeded by market imperfections for which they are not

responsible. What is more, there are all sorts of economic relations

between formal and informal units. The reason to bring this up is one

of policy: if traditional urban workers are truly "marginal" then

relieving their underemployment calls for job creation in the modern

sector since generating more quasi-beggarly activities makes no economic

sense. If, on the other hand informal units are (actually or potentially)

productive, the optimum policy may well be to foster the development of those

yery units.

1/ A.W. Lewis, "Economic Development...," op.cit., p. 402 in the Agarwala
and Singh book.

/ G. Ranis and J.C.H. Fei, "A Theory...," op.cit., fn2, in page 534.



BOSTON UNIVERSITY
CENTER,FOR LATIN AMERICAN DEVELOPMENT STUDIES

_DISCUSSION PAPER SERIES

(*) 1. Project Evaluation in Economies in General Disequilibrium:
An Application of Second Best Analysis
March 1973 46 pages - Daniel M. Schydlowsky

• (1') 2. Methodology for the Empirical Estimation of Shadow Prtces
April 1973 , 49 pages - Daniel M. Schydlowsky

3. A Note on Distributional Considerations in Social Benefit/
Cost Analysis
April 1973 17 pages - Daniel M. Schydlowsky

4. Chile Under Allende
May 1973 20 pages - P.N. Rosenstein-Rodan

(*)

ENI1111110.110111111

5. International Trade Policy in the Economic Growth of Latin
America
May 1973 38 pages - Daniel M. Schydlowsky

6. Influencia del Mercado Financiero sobre la Utilizaci6n. de
Capacidad Instalada-
May 1973 23 pages - Daniel M. Schydlowsky

7. Discussion on Chile: Diagnosis and Prognosis
November 1973 7 pages - P.N. Rosenstein-Rodan

8. Consistency in Measuring Capacity Utilization
March 1974 30 pages - Patricio Milan

9. Multiple Shifts in the Pure Investment Decision
December 1974 - 95 pages Patricio Milian

10. In Support of Democracy in Latin America
April 1975 - 10 pages Carlos Lleras Restrepo

11. Price and Scale Obstacles to -Export Expansion in LDC's
April 1975 

31 pages - Daniel M. Schydlowsky

12. La Ampliacieln de Turnos en la Industria Chilena: La Factibil-
idad de una Polltica de Empleo Productivo
April 1975 - 69 pages Joseph Ramos

13. Guidelines for Policies to Increase the Use of Capital
Through Multiple Shifts in Industrial Plants
June 1975 

28 pages Patricio Millan

14. The Theory of Capital Utilization: Some Extensions
October 1975 - Christopher Clague31 pages

(*) Available also in Spanish



.15. A Statistical Shift-Choice Model of Capital Utilization
November 1975 64 pages - Roberto Abusada-Salah

16. The Theory of Capital Utilization and' the Putty-Rubber
Production Function.
May 1975 21 pages - Christopher Clague

17. Criterios Analiticos para la Formulaci6n de una Politica
Econ6mica Subregional Andina_
March 1976 49 pages - Daniel N. Schydlowsky

18. The Determinants of Capital Utilization in Labor-Managed
Enterprises
March 1976 34 - Roger Betancourtpages

Christopher Clague

19. Accelerated Modernization and the Population Explosion
June 1976 38 pages - Emilio Casetti

20. The Theory of the Costs and Benefits from Foreign Direct
Investment and Economic Integration
December 1976 35 pages - Ernesto Tironi

21. Customs Union Theory and Foreign Direct Investment
December 1976 48 pages - Ernesto Tironi

22. Capital Utilization, Growth, Employment, Balance of Payments
and Price Stabilization
December 1976 72 pages - Daniel M. Schydlowsky

23. The Andean Pact: A. Model of Economic Integration for
Developing Countries,
December 1976 53 pages - Ricardo Ffrench-Davis

••

24. Towards a Change in the Economic Paradigm Through the
Experience of Developing Countries
February 1977 58 pages - Marcelo Diamond

25. Real Wages and Economic Growth in Peru, 1900-1940
March 1977 

56 a - Shane Huntpges

26. The Subsidy and Countervailing Duties Negotiations and the
Developing Countries
March 1977 33 pages - Daniel N. Schydlowsky

27. Monetary.Aspects of the Black-Market Exchange Rate Determination
July 1977 24 pages - Mario I. Blejer.

28. From Pre-Keynes to Post-Keynes
September 1977 35 pages - Abba P. Lerner



(*) • 29. Design of Benefit/Cost Analysis of :Investment Projects in Peru:A Country-Specific View.
October 1977 118 pages - Daniel M. Schydlowsky

 30. A. Monetary Approach to the Crawling-Peg System: Theory andEvidence
January 1979 33 pages - Mario I. Blejer

Leonardo Leiderman 31. Strike Activity and Wage Determination Under Rapid Inflation:
•V A Quantitative Study of the Chilean Case

January 1979 22 pages -. Mario I. Blejer

 32. The Anatomy of an Economic Failure: Peru 1968-78
February 1979 116 pages - Daniel M. Schydlowsky

Juan J. Wicht

33. The Effects of Unanticipated Money Growth on Prices, Outputand its Composition in a Fixed-Exchange-Rate Open Economy:The Mexican Experience gib •

July 1979 • 38 pages - Mario I. Blejer
. Roque B: Fernandez

34. Relationships Between Macroeconomic Time Series in a Fixed-Exchange-Rate-Economy.
July 1979 52 pages - Leonardo Leiderman

35. Inflation and Relative Price Variability in the Open Economy.September 1979 41 Rages - Mario I. Blejer
• Leonardo Leiderman

 36. Containing the Costs of Stabilization in Semi-IndustrializedLDVs: A Marshallian Approach •
December 1979 102 page Daniel N. Schydlowsky •

37. 'Why an Initial Increase in Exports
gactured Goods May Not Create Much
A. Hypothesis.
June 1980 . 25 pages

•

of Labor Intensive Manu-
Additional Employment:

- David Morawetz

38. Production Efficiency and the Trahsferability of Input-OutputCoefficients.
June 1980 39 pages - David Wheeler

39.- Benefit-Cost Analysis Methodologies: Untangling TheirEquivalences and Discrepancies
June 1980 • 86 pages - Luis Ramirez

•(*) 40.. A Policymaker's Guide to Comparative AdvantageJune 1980 34 pages - Daniel H. Schydlowsky

41. The Vulnerability of Small Semi-Industrialized Economies toExport Shocks: A Simulation Analysis Based on Peruvian DateJune 1980 27 pages - - Daniel M. Schydlowsky
Martha Rodriguez

3

(*) Available also in gyv,-Tal,



42. The Short Run Potential for Employment Generation on Installed
Capacity in Latin America.
June 1980 73 pages - Daniel N. Schydlowsky

 43: Relative Price Variability and Output-Inflation Tradeoffs in
Mexican Economy.
July 1980 20 pages. - *Leonardo Leiderman

Mario I. Blejer .

44. The Demand for Money under rational Expectations of Inflation PIM
Estimates for Brazil .
August 1980- 24 pages - Leonardo Leiderman

45. A. Money Demand Equation for Brazil
May 1981 23 pages - Eliana A. Cardoso

 46. U.S. Multinationals and Latin American Manufacturing Employment
Absorption
May 1981 30 pages - Patricio Meller

Alejandra Mizala

47. Segmented Labour Markets Without Policy-Induced Labour Market DistortionsMay 1981 .13 pages - Jaime Mezzera

Institutional exchange may be. arranged or single copies purchased as noted below.
Send check or money order made out to: • Boston University, CLADS; attention
Librarian, 745 Commonwealth Avenue, Boston, Massachusetts 02215. Prices:

10-30 pages $1.00
31-60 pages $2.25
61-100 pages $3.50
101-200 pages $4.50

(Papers will be sent surface rate unless request is made for first-class or
air-mail delivery, in which case an Additional charge will be made.) -



Boston University
Department of Economics
College of Liberal Arts
270 Bay State Road
Boston, Massachusetts 02215
617/3534440

Cable: BUECONOMIC

BOSTON UNIVERSITY DEPARTMENT OF ECONOMICS

DISCUSSION PAPER SERIES

The following Discussion Papers are available for a nominal charge of $1.00each. Orders or inquiries should be addressed to: Librarian, Department ofEconomics, Boston University, 270 Bay State Road, Boston, Massachusetts, 02215.Please make checks payable to Boston University, Department of Economics.

1. Capital Utilization, Growth, Employment and Balance of Payments andPrice Stabilization..
March 1977 - Daniel M. Schydlowsky

2. Hedonic Wage Equations and Psychic Wages in the Returns to SchoolingMarch 1977 - Robert E. B. Lucas

3. Is There Excess Health Insurance. Comments on Feldstein.
March 1977 - Thomas G. McGuire

4. National Health Insurance and the Market for Private PsychiatricServices.,
March 1977 - Thomas G. McGuire

5. The Black Market for Foreign Exchange and the Domestic Demand forMoney: Some Theoretical and Empirical Issues
March 1977 - Mario I. Blejer

6. The Subsidy and Countervailing Duties Negotiations and the DevelopingCountries
March 1977 - Daniel M. Schydlowsky

7. Economic Growth, Income Distribution, and the Political Process inLess Developed Countries *
June 1977 - Gustav F. Papanek

8. Variances in Returns to Human Capital.
June 1977 - Robert E. B. Lucas

9. Measurement of Private Efficiency Under Diverse Technologies in IndianAgriculture *
June 1977 - Prem S. Vashishtha



10. Sharing, Monitoring and Incentives: Marshallian MisallocationReassessed
June 1977

11. A Human Capital -Quandary
June 1977

- Robert E. B. Lucas

- Robert E. B. Lucas

12. The Stabilization of a World Economy: A Simple Model
June 1977 - Henry Y. Wan, Jr.

13. Three Variations on a Theme of Samuelson
June 1977 - Henry Y. Wan, Jr.

14. Shumpeterian Waves of Innovation and Infrastructure Development inGreat Britain and the United States: The Kondratieff Cycle RevisitedJune 1977 - David Wheeler and
Raymond S. Hartman

15. Budget-Maximizing Agencies and Efficiency in GovernmentDecember 1977 - Thomas G. McGuire,
Michael Coiner, and
Larry Spancake

16. Sex, Marriage, Children and Statistical DiscrIminationMay 1978 - Paul Osterman

17. Racial Differentials in Male Youth Unemployment
May 1978 - Paul Osterman

18. Education and Labor Markets at the Turn of the Century.May 1978 - Paul Osterman

19. Expectations and Output - Inflation Tradeoffs in a Fixed ExchangeRate Economy
June 1978 - Leonardo Leiderman

20. I Waive My Right to Read This Recommendation: A Theoretical Analysisof the Buckley Amendment
(Bell Laboratories and New York University)
June 1978 - Michael Manove and

J. Ordover

21, On the Theory of DRC Criteria.
August 1978 - Robert E. B. Lucas

22. The Real Value of International Financial Assets: An Application toNon-Oil LDC Debt
August 1978 - Millard Long and

Frank Veneroso

23. The Debt-related Problems of the Non-Oil Less Developed CountriesSeptember 1978 - Millard Long and
Frank Veneroso •



24. Migration, Employment and Earnings in Indonesia,*October 1978 Bisrat Aklilu and
John Harris•

25. Balance of Payments Disturbances and the Debt of the Non-OilLess Developed Countries: Retrospect and ProspectOctober 1978 . - Millard Long and
Frank Veneroso

26. Youth Labor Market Structure.
November 1978 - Paul Osterman

27. Patients' Trust and the Quality of PhysiciansJanuary 1979 - Thomas G. McGuire

28. On the Effects of Inflation and Relative Price Variability onOutput and Unemployment: Some Empirical EvidenceJanuary 1979 - Gustav F. Papanek

29. Real Wages, Growth, Inflation, Income Distribution, and Politicsin Pakistan, India, Bangladesh, Indonesia *
January 1979 - Gustav F. Papanek

30. Methodological and Statistical Appendix to Real Wages, Growth,Inflation, Income Distribution and Politics in Pakistan, India,Bangladesh, Indonesia *
January 1979 - Gustav F. Papanek

31. The Kibbutz as a Model for Developing Countries, orOn Maintaining Full Economic Equality in PracticeMay 1979 - David Morawetz

32. The Fate of the Least Developed Member of an LDC IntegrationScheme: Bolivia in the Andean Group
May 1979 - David Morawetz

3 • Empirical Analysis and Minimum Optimum Scale: Some New ResultsMay 1979 - Peter F. Cory

34. The International Transmission of Inflation: India in the 1970'sMay 1979 - Dileep M. Wagle

35. Black and White Youth Employment: A Cross-Sectional AnalysisJune 1979 - Paul Osterman

36. Laissez-Faire, Growth and Equity: Hong Kong *
- Steven Chow and

Gustav F. Papanek

June 1979

37. Macroeconometric Testing of the Rational Expectations andStructural Neutrality Hypothesis for the United StatesJuly 1979 
- Leonardo Leiderman



38. Output Supply in the Open Economy: Some International Evidence_July 1979 - Leonardo Leiderman

39. Unanticipated Movements in Aggregate Demand and the Business
Cycle: Results From Variance Decompositions
July 1979 - Leonardo Leiderman

40. Black Youth Unemployment: A Review of the Evidence and Some
Policy Recommendations.
July 1979 - Paul Osterman

41. Moral Hazard, Bandwagon Effects and Psychiatrists' Influence
on Demand: An Empirical Study of Insurance and Demand for
Private Psychiatric Care
August 1979 - Thomas G. McGuire

42. Optimal Patents with Compulsory Licensing
August 1979 - Pankaj Tandon

43. The Corporation Tax and Incentives to Undertake Risky Investments
August 1979 - Pankaj Tandon

44. Rivalry and the Excessive Allocation of Resources to Research
August 1979 - Pankaj Tandon

45. The Rate of Technology Diffusion to Developing Countries -
Yugoslavia and Mexico •
August 1979 - Peter Cory

46. Education, Training and Employment in Worcester
Part I - Objectives and Methods
May 1979 - Donna Olszewski and

Hubert Smith

47. Education, Training and Employment in Worcester
Part 2 - High School Evaluation
May 1979 - Donna Olszewski and

Hubert Smith

48. Education, Training and Employment in Worcester
Part 3 - Education and Training History
May 1979 - Donna Olszewski and

Hubert Smith

49. Education, Training and Employment in Worcester
Part 4 - Job Characteristics
May 1979 - Donna Olszewski and

Hubert Smith

50. Improving School-to-Career Linkages: Policy Options for
Occupational Education and Training
August 1979 - Bruce Vermeulen

•



51. Projecting Labor Market Trends for Education and Training.
August 1979 - Susan Hudson-Wilson

52. Private Sector Employment Strategies: How Employers Hire and
Train
August 1979 - Michael Diggins and

Bruce Vermeulen and
Susan Hudson-Wilson

53. Career Paths and Vocational Education
August 1979 - Donna Olszewski

54. The U.S. System of Occupational Education and Training:
Profile, Performance and Policy
August 1979 - Patricia Flynn Pannell

55. International Migration: Economic Causes, Consequences,
Evaluation and Policies
August 1979 - Robert E. B. Lucas

56. Budget-Maximizing Governmental Agencies: An Empirical Test
September 1979 - Thomas G. McGuire

57. On the Non-Existence of Index-Linked Corporate Debentures.
July 1979 - Paul Beckerman

58. Regressions Within Strata When Stratum is Estimated: A Study of
Educational Requirements and Manpower Planning.
September 1979 - Robert E. B. Lucas

59. Economic Lessons from Some Small Socialist Developing Countries.-'
February 1980 - David Morawetz

60. The Politics and Economics of CETA Youth Programs.
January 1980 - Paul Osterman

61. The Role of Economic Factors in Determining the Size and Structure
of the Public Enterprise Sector in Mixed Economy LOICs.
July 1980 - Leroy P. Jones and

Edward S. Mason

62. Hierarchical Structure and Attitudes to Risk in State-Owned Enterprises.August 1980 - Pankaj Tandon

63. Regional Development, Monopsonistic Competition, and Public Enterprise.
September 1980 - Robert G. Wolf

* These Papers also are available through the Center for Asian Development
Studies Discussion Paper Series.




