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TRADE LIBERALIZATION, SKILLED INTERMEDIATE INPUT,
FACTOR MOBILITY AND WAGE DISTRIBUTION
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ABSTRACT

The presence of informal sector is a pervasive and persistent feature of most developing
countries of the world. The phenomenon related to informal labor markets has become a
great concern for our policy makers. This paper presents a simple theoretical model of a small
open economy comprising of three formal and one informal sector. Labour is segregated as
skilled and unskilled ones. In accordance with the traditional specification it is assumed that
skilled labours are used in the formal and unskilled labours are used in the informal sector.
The distinguishing feature of the present paper is that the import competing formal sector,
though indirectly, uses both skilled and unskilled labours. Moreover, these two types of labour
work in separate sectors using a common type of capital under the same economic structure.
In such backdrop we tried to study the impact of trade liberalization on absolute and relative
wage(s). It has been found that irrespective of factor intensity ranking both types of workers
gain owing to tariff cut whereas under reasonable condition wage disparity between the two
types of labour is reduced.
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INTRODUCTION

A Balance of Payments crisis in 1991 pushed India to near bankruptcy. The Indian
rupee devalued and economic reforms wear forced upon India. Trade reform
allowed domestic providers of goods and service to compete freely in world markets
and foreign providers to compete more freely in domestic market. Policies that make
an economy open to trade and investment with the rest of the world are needed for
sustained economic growth. Integration with the world economy has been proven to
be a powerful means for countries to promote economic growth, development and
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poverty reduction. There is considerable evidence that more outward oriented
countries tend consistently to grow faster than those countries that are inward
looking (Bhagwati 1986; Srinivasan and Bhagwati, 1997; Frankel and Romer 1999).
The primary goal of economic liberalization is the free flow of capital between
nations and efficient allocation of resources. This is usually done by reducing
protectionist policies such as tariffs, trade laws and other trade barriers commonly
termed as ‘Liberalization policies’. Thus, liberalization policy has exposed the entire
domestic sector to the throat cutting competition of free market.

The informal sector is no exception. In spite of the fact that there are some
definitional differences across developed and developing countries, the existence of
such sector is undeniable. However, the informal sector’’ is huge and largely
undocumented in most developing economies. It provides the means of livelihood to
millions of people around the world, particularly in the developing countries. A
substantial proportion of employment and output generation are concentrated in
the informal sector (Schneider et al., 2010). According to the statistics compiled by
WIEGO, informal employment as per cent of total Non- agricultural Employment over
2004-2010 is about 82% in South Asia, 66% in sub- Saharan Africa, 65% in East and
Southeast Asia, 51% in Latin America, 45% in Middle East and North Africa and 10%
in Eastern Europe and Central Asia ( Statistical report, WIEGO. 2010). The share of
persons employed in the informal economy is 68.8% in case of India. Informal
workers are absorbed by different sectors of the economy. In case of transportation
it is 84.5%, for construction sector 97.6%, 97.2% in trade, 87.15% in manufacturing,
59.9% in services other than trade or transportation and 83.6% in all non-agricultural
activities (ILO, 2012). Informal employment includes own-account workers working
in their own informal enterprise, producing goods for his own or family consumption
or members of informal producers’ cooperatives, domestic workers employed by
households, casual day labour and temporary or part-time work for formal firms.
People working as small farmers, street vendors, hawkers, micro-entrepreneurs,
cobbler, rag-pickers, porters, labourers, artisans all belong to the informal sector.
Traditionally, it is assumed that workers in the informal sector are younger, have less
education and earn less than the formal labours (Thomas, 1992, Maloney 1999).
Sometimes, workers or firms voluntarily select into the informal sector given their
preferences and skills or, in order to avoid taxes or regulatory legislation (De Soto
1989, Maloney 1999, Cunningham and Maloney 2001). In general, informal wage is a

*” The First Indian Commission on Labor (1966-69) defined unorganized sector workforce as-
“Those workers who have not been able to organize themselves in pursuit of their common
interest due to certain constraints like casual nature of employment, ignorance and illiteracy,
small and scattered size of establishments”.
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market determined competitive wage whereas formal wage is a negotiated one.
Thus, formal workers enjoy a higher wage premium than their informal counterparts.
In case of self employment, however, wage of informal workers may exceed those of
formal workers (Maloney 1998, 1999). This difference in wage may be attributed to
the existence of trade union in formal sector, difference in skill level of the workers,
immigration of workers and their nature, mobility of factors between the two types
of sectors, liberalization policy adopted by the domestic economy etc as studied by
different scholars (Marjit and Kar 2005; Marjit 2003, Marjit and Acharyya 2006,
Marjit and Maiti, 2006, Mandal and Chaudhuri 2011 etc.). In most of the less
developing countries, the public sector which employs a large number of workforces
is confronted with the pressure to increase wages of the existing workforce which,
reduces its potential for hiring new workers with its budget constraints. This leads to
widening wage differentials between the formal and residual (informal) sectors with
a declining proportion of the urban labor force employed in the formal sector
(Mazumdar, 1983). Labour segmentation theory suggests that there may be a wage
differential between the primary and secondary (formal and informal) sectors even if
both the sectors have equal potential (Fields 1975, Dickens and Lang 1985, Agenor
and Montiel 1996). The higher wage of primary workers cannot be explained simply
in terms of their higher skill and efficiency since many secondary workers are capable
of performing well, given the opportunity to do so. Nevertheless, the wages of two
sectors are interdependent. An increase in formal wage results into an increase in
the wage of informal sector through reduction in rate of return to capital (Carruth
and Oswald, 1981 and Leamer 1998)28. But, if the economy enjoys some monopoly
power in world market, a rise in the formal wage reduces the informal wage (Carruth
and Oswald, 1981).

International mobility of labor has significantly increased with the adoption of
liberalization policies by the countries and it plays an important role in the
determination of wage inequality between skilled and unskilled workers. Unskilled
emigration of workers worsens the wage-gap, if and only if the distributive share of
the intersectorally mobile factor (capital) of the skilled sector is greater than that of
the unskilled sector. Similarly a skilled emigration improves wage inequality under
similar condition. However, the result is completely reversed if the relative
distributive shares of capital are opposite. skill emigration can reduce wage
inequality, although absolute wages increase with emigration (Marjit and Kar, 2005).
Emigration of skilled labor must reduce the wage rate of unskilled workers under

A rise in union or minimum wages in the formal sector cannot be passed along in higher
prices. Thus, profits fall, leading to a migration of capital, rather than labor, out of the formal
sector. Capital moves to informal sector driving up wages and employment in that sector.
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certain factor intensity assumption. Emigration can lead to a drastic change in the
degree of wage inequality depending on which sectors survive in the post-emigration
scenario (Marjit and Kar, 2009). Basically, international migration of labour and its
effect on wage inequality depends on the relative capital intensities of sectors that
use either skilled or unskilled labour (Yabuuchi and Chaudhuri, 2007). There may be
deterioration in wage inequality following an inflow of foreign unskilled labor (Beladi,
Chaudhuri and Yabuuchi, 2008).

As we have mentioned before, associated illegality with the undocumented nature of
informal sector makes it vulnerable to corruption and / or extortion (Mandal, Marjit
& Beladi, 2014). Recent literature on corruption and development focuses on such
dimension quite extensively. Corruption as an institutional factor affects the
development process of an economy. In the context of pervasive and cumbersome
regulations in developing countries, corruption may actually improve efficiency and
help growth. In the second best world, where there are pre-existing policy induced
distortions, additional distortions in the form of black- marketing, smuggling, etc.,
may actually improve welfare even when some resources have to be spent in such
activities (Bardhan, 1997). On the other side, the corrupt officials may actually cause
administrative delays in order to attract more bribes (Gunnar Myrdal, 1968). It is an
important determinant of the costs and benefits of informality and greater
corruption is likely to be associated with a larger informal sector. Its effect on the
wage inequality between the sectors depends on the loose accrued by the sectors
(Mandal and Marjit, 2010). Size of corruptive sector may increase if the unskilled
labor using formal sector is capital intensive compared to its informal counterpart
(Mandal, 2011).

According to the conventional wisdom, trade liberalization was expected to lower
the wage inequality between skilled and unskilled labors through an increase in price
of exportables. The experience of East Asia in 1960s and 1970s shows that greater
openness to trade tends to narrow the wage gap between skilled and unskilled
workers in developing countries. But the experience of Latin America in the late
1980s and early 1990s was completely the opposite. The increase in wage inequality
is explained in terms of increase in import competition from low-wage countries that
shifted resources towards industries that use skilled labor relatively intensively
(Leamer 1993, 1994; Wood, 1994; Hanson and Harrison 1999). Another explanation
for the rising wage inequality in Mexico is the inflow of foreign direct investment
which is positively correlated with the relative demand for skilled labor and accounts
for a large proportion of the increase in the skilled labor share of total wages (Feenstra
and Hanson, 1997). lincrease in wage inequality between the skilled and unskilled
workers may also be explained in terms of trade in intermediate inputs. Trade in
intermediate inputs will shift demand away from low-skilled activities, while raising
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relative demand and wages of the high skilled workers (Feenstra and Hanson 2001).
Experience of Brazil shows that there is no or little relationship between trade and
informality but in case of Columbia liberal trade policies has led to the expansion of
informal sector (Goldberg and Pavcnik 2003). Moreover, informal employment has
expanded substantially in the post-reform period in India (Dev, 2000). Informal
output and informal employment shows improvement as a result of trade
liberalization in the import competing sector (Kar and marjit, 2009). Informal real
wage in India has experienced a rising trend, despite the fact that, in the post-reform
era fierce import competition pushed many erstwhile protected industries out of
business and released significant amounts of capital and lanbour into unorganized
manufacturing and service sectors (Marijit and Kar, 2009). An empirical study shows
that the urban informal wage has increased substantially for workers hired under
Non-Directory Manufacturing enterprises in India over the period of 1984-85 and
2000-01 (Marjit and Kar, 2004). Trade liberalization leading to an increase in the
import of low-skill manufacturing product intensifies wage inequality but an inflow of
foreign capital may enhance wage equity between the skilled and unskilled labour
(Chaudhuri and Yabuuchi, 2007). An improvement in the terms of trade for the
domestic economy may result into a fall of relative wage of unskilled labour (Marjit,
Beladi and Chakrabarti, 2004). Wage of informal workers improves following a
contraction of formal sector and consequent expansion of informal sector due to trade
reform (Marjit, 2003; Marjit and Maiti, 2006; Marjit, Kar and Beladi, 2007b).
Sometimes, the degree of capital mobility determines the wage movement of informal
workers (Marjit and Kar, 2007). Immigration of unskilled workers and trade reform
both leads to a reduction in informal wage but informal output expands (Mandal and
Chaudhuri, 2011).

In this backdrop we develop a theoretical model a /a Jones (1965, 1971) having both
formal and informal sectors. The basic results we derive in this paper are:
irrespective of factor intensity ranking both skilled and unskilled wage increase
consequent upon trade liberalization, whereas relative wage disparity crucially
hinges on factor intensity ranking. Therefore, the results indicate the role of factor
intensity assumption in determining which kind of labor is going to loose much.

The present paper is divided into a number of sections. Section | has the introduction
and background literature. Section Il comprises the general structure of the model
and its solutions. Section Il discusses the findings and finally section IV includes the
conclusion. Mathematical calculations are given in the appendix.

The Model and its Solution
Consider a small open economy with three formal sectors (H, X and Z) and an
informal sector Y. Commodity H is produced in the formal sector using skilled labor
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(s) and capital (k). Hence it is an intermediate input which is again used to produce X.
X which represents the formal import competing commodity also requires capital (k)
and labor (L) for its production and is itself protected by an import tariff (t). This
artificially raises the price of X. X may be some electronic good as video games,
camera or mobile phones. In our model, Commodity X is produced using both the
unskilled and skilled labor either directly or indirectly as it uses H as input. However,
note that L gets an unionized wage (w ) here. The intermediate commodity H may be
a software development firm designing gaming software that is used in mobile
phones. Z is an exportable commodity produced using skilled labour and land as
factors. This may be a firm manufacturing organic chemicals. Sector Y is the only
informal sector in our model using unskilled labor (L) and Land (T) as inputs. This may
be street vendors selling vegetables. The other three sectors H, X and Z are informal
sectors as these sectors use skilled labor that enjoys higher wage premium and are
operated under government laws. Note that two types of labor (skilled and unskilled)
work in separate sectors (Z and Y) using a common type of physical capital (land).
Wage in the formal sector is set fixed by prior negotiations with the labour unions.
Formal wage (w) is higher than the informal wage (w) because labour laws allow
various benefits to formal workers but not to the informal workers. Again, wage of
skilled labor (wg) is higher than that of formal wage (w). Thus ws>w>w. Capital is
perfectly mobile between the two formal sector X and H.

All the factors of production are fully employed. Workers who do not find a job
in the formal segment must move to the informal segment to survive and there is no
open unemployment in the economy. Labour is heterogeneous and skilled workers
receive a higher premium. The production functions are neo-classical types with
constant returns to scale (CRS), diminishing marginal productivity for factor inputs
and operate in perfectly competitive market. To build the system of equations
(following Jones (1965), (1971), we use the traditional notations like w, wg, w,
Rt Pn, XY, Z,H, Pn,P,P,P, S, LT, K, a;, Hl-j.29 The general equilibrium structure
of the model is given by the following equations comprising of the competitive price
equations from (1) to (4) as well as factor endowments and full employment
conditions for each input through equations (5) to (8).

% W= formal negotiated wage, w,= Wage of skilled labor, w= informal wage, ,R=return to
land, t=exogenously imposed import tariff rate, P, = price of intermediate good, X=output of
formal importable, y=Output of informal sector, Z= output of formal exportable, H=output of
intermediate commodity, Py, P, P,,P,= Exogenous commodity prices, S, L, T, K =Total supply
of skilled labor,unskilled labor,Land and capital respectively. a;;= input coefficient,0; ;=
relative share of ith input in the total value of the jth commodity where i=S,L K, T and j=
H,X,Y,Z, ‘N represents percentage change for a particular variable.
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L B 7 N (1)
P(1+t) =wap, +rax, +Prape cooovven.... )
Py =wy +Rary oo 3)
P, =wWsas, + RAr oo, 4)
As;Z +asgpH =8 oo (5)
ApX +apY = Lo (6)
AenH + Qe X =K oo, (7
aryY +ar,Z =T oo (8)

The commodity prices are given from rest of the world. We intend to check the
effects of tariff cut on endogenously determined factor prices and the wage gap
between the skilled and unskilled workers who are employed in formal and informal
sectors.

The four price variables of the model W , w, r and R are determined from the
four price equations with exogenously given commodity prices Py,,Px, Py and P, in
the following way. Given the formal wage of unskilled or informal worker w and the
exogenous price of commodity H (P), the rate of return to capital (r) is obtained
from equation (2) in terms of tariff rate t. Substituting the value of r in equation (1)
we determine ws. Using this value we obtain R from equation (4) and further we
obtain w from equation (3).

Differentiating equations (1) to (4) and using the zero profit and envelope
theorem we get the following mathematical results. These results will help us later in
exploring the effects of trade liberalization. Detailed calculations are given in the

appendix.
Pe=a=—<0aSE <0 oo (9) where @ = —
Orx 1+t
— £ Okn 2
Wwo=(")a—-"">0ast<0 .................. (10)
Okx Osn
D £ Okn sz £
R=a———=<0as t<0 ........cc.......... 11
Orx Osh 01z ( )
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~ t Orn 65,0 a
W=(")a— L2 045 <0 ............. (12)
Okx Osh 01z O1y

Wage gap between two kinds of labour is given by

— ~ at Okn 9Ty_9Tz
Wy —W= ——— ——— . 13
$ Okx Osh GTzely ( )

Tariff cut and Wage Rates

Following trade liberalization, protectionary trade policies are gradually becoming an
issue of past. So, we strive to check various effects of tariff reduction. From equation
(9) to (13) we find that as the tariff rate imposed on the import competing sector
decreases the rate of return to capital (r) falls, wage of skilled labour (w,) goes up
and rate of return to land (R) decreases. However, at the same time wage of
unskilled labour (w) increases due to reduction in tariff rate. Thus, we may say that
both the skilled and unskilled labour gain following tariff cut when capital is allowed
to move between the two formal sectors of the economy where one sectors supplies
an intermediate input for the second one.

Proposition I: A tariff cut in the formal sector increases w; and w irrespective of
factor intensities.

Explanation: From equation (10) and (12) it is found that w; > 0 and W > 0 as £ <
0. A reduction in tariff rate reduces the domestic price of commodity X. This, in turn,
must reduce the return to the factors that are used in its production. X being a
formal sector hires labour at a fixed unionized wage (W) and the price of the
intermediate input H is given exogenously. Thus, the effect of reduction in the
domestic price of X directly falls on the rate of return to capital. Hence, rate of return
to capita (r) falls. This capital is freely mobile between two formal sector X and H.
From equation (1) it is also evident that the wage rate of skilled labor in sector H
must increase to compensate the decrease in rate of return to capital as price of the
intermediate (Py,) is given exogenously. An increase in the wage of skilled labour
reduces the rate of return to land (see equation (4)) for a given price of Z. This will
jack up the wage rate of informal workers (w). Thus both the skilled and unskilled
labour gains in absolute terms due to trade reform which is marked by a reduction in
tariff rate or protection rate.

Proposition Il: The relative wage gap between skilled and unskilled workers depends
on factor intensities.

Explanation: First let us consider that Sector Y uses land more intensively than sector
Z. This would be more realistic since Y is an informal sector. In most developing
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countries, the informal commodities are produced using unskilled (informal) labor
and land. It is evident from equation (13) that (w; —w) <0 if 87, > 6, since
0<0rz, 01y,0kx,0sn,0kn<1 and t < 0. If it is the informal sector that uses land more
intensively than the exportable sector then skilled-unskilled wage gap may decrease
due to trade reform. From (11) we find that rate of return to land (R) decreases due
to reduction in tariff rate. Since sector Y uses land more intensively than unskilled
labour, Rar, decreases by significant amount. To compensate this wa;, must
increase through increase in w. On the other hand, a decrease in R affects sector Z by
reducing Rar, but this is compensated by an increase in wsag;. Since sector Y uses
land more intensively, fall in Rar,, is greater than the fall in Rar,. Alternatively, we
may say that rate of increase in w is more than the rate of increase in w;. Thus, the
wage gap will decrease given the condition that 67, > 67,. If factor intensity
assumption is reversed, 61, < 07, then the result also gets reversed. If 67, < 0r,,
then the wage gap between the formal and informal labor would increase following
a reduction in tariff for formal sector X. It is evident from equation (13) that
(W — W) > 0if Opy < Or, since 0<O7, 0;y,0x,05n,0kn<1 and £ < 0. Since sector Z
uses land more intensively than its other factor skilled labor, Ry, decreases by
significant amount. Decrease in Rr; is compensated by increase in wgag, through
improvement in wage of skilled labor (wg). Similarly, a reduction in rate of return to
land reduces Rar, which is again compensated by increase in wa;, through
improvement in wage of unskilled or informal labor (w). Since, sector Z is more land
intensive, decrease in Rz is more than the fall in Rar,,. Thus, wage of skilled labor
must increase more than the increase in wage of unskilled or informal labour leading
to widening of the wage gap.

Conclusion

The present paper has investigated the relationship between trade policy and the
wage gap between the skilled and unskilled workers employed in the formal and
informal sectors of a small open economy. We have developed a general equilibrium
model to investigate this. The results of the model show that though the return to
both the skilled and unskilled labor improves due to trade reform irrespective of
factor intensities, the wage gap between them depends on the factor intensities of
the commodities produced. If the informal sector uses land more intensively than
the formal export sector then the skilled-unskilled wage gap decreases due to trade
reform.
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APPENDIX

A reduction in the tariff rate and the consequent equations of change are given
below.

dP,P,(1+t) dt tP,
P, P,(1+10)  tP(1+0)

_dw apw da;, ap,w dr Qp,r
- wP@A+t) ay, P(A+t) 1 P(1+0)
dagy  TQpy APy apyPp dapy Prapy

Since w and P, do not change, P, is given exogenously and using the envelope
condition the above expression yields:

n _ 2 _ t _ QpxPy . . .
70, = at, where a = (1+t)and = paap the income share of capital in
sector X.
Thus,
F=a-—<0ast<0 .. (9) where @ = —— (9)

Okx 1+t

Now differentiating equation (1) and substituting the expression for 7 we get,

£ % >0ast<0 ... (10)

W5 = (Dag
kx Ysh

Again, using equation (4) and substituting the above information, we obtain

p— ot OkhbBsz 2
R = X G 9y B <0as t<0 .o 11D
Differentiating equation (3) and substituting the above results yields:

@ = (=) gL Brn Osz Ory £

w=( )aekx Ber Or O1y >0ast <0 .....(12)

Equations (10) and (12) show that both the wages of skilled and unskilled labor
increases. The expression for wage gap (w; — W) is derived by substituting the values

of Wy and w from equation (10) and (12) respectively.
The wage gap is given by

—~ ~ at 9kh 9Ty_9Tz
Wy — W= ——kh Ty Tz 13
s Okx Osn 9Tzely ( )

Now the absolute value of wage gap depends on 67, and 67,.

Page |78



Vol-7, No.-1, May 2016 PANCHAKOTesSAYS ISSN : 0976-4968

Reference

1.

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

Agenor, R. and P. Montiel. 1996.Development Macroeconomics. 2" edition, Princeton
University Press, Princeton, NJ.

Bardhan, P. 1997. ‘Corruption and Development: A review of issues’, Journal of
Economic Literature,35(3): 1320-1346

Beladi, H., S. Chaudhuri, and S. Yabuuchi. 2008. ‘Can International Factor Mobility
Reduce Wage Inequality in a Dual Economy?’,Review of International Economics,
16(5):893-903.

Bhagwati, J. 1986. ‘Export Promoting Strategy: Issues and Evidence,” World Bank
Discussion Paper UPERS7.

Carruth, A. and A.J. Oswald. 1981. ‘The determination of union and non-union wage
Rates’,European Economic Review, 16(2):285-302.

Chaudhuri, S. and S. Yabuuchi.2007. ‘Economic liberalization and wage inequality in the
Presence of labour market imperfection’, International Review Economics and Finance,

Cunningham, W. and W.F. Maloney. 2001. ‘Heterogeneity in the Mexican micro-
Enterprise sector: an application of factor and cluster analysis’, EconomicDevelopment
And cultural change, 5: 131-1565.

De Soto, H.1989. ‘The Other Path: the invisible revolution in the third world’, New York:
Harpercollins.

Dev, S.M. 2000. ‘Economic Llberalisation and Employment in South Asia’, Economic
and Political Weekly, January: 40-51 &135-146.

Dickens, W. and K. Lang. 1985. ‘A test of the dual labour market theory’, American
Economic Review, 75(4): 792-805.

Feenstra, R. and G. Hanson. 1997. ‘Foreign direct investment and relative wages:
Evidence from Mexico’s maquiladoras’, Journal of International Economics, 42: 371-393.
................................. 2001. ‘Global Production and Rising Inequality: A Survey of Trade and
Wages’, NBER Working Paper No. 4238.

Fields, G.S5.1975. ‘Rural-urban migration, urban unemployment and underemployment,
And job search activity in LDCs’, Journal of Development Economics, and 2,165-187.
Frankel, J. and D. Romer 1999. ‘Does Trade Cause Growth’, The American Economic
Review, 89(3): 379-399.

Goldberg, P. and N. Pavcnik. 2003. ‘The Response of the Informal Sector to Trade
Liberalization’, Journal of Development Economics, 72: 463-496.

Hanson, G.H. and A. Harrison., 1999. ‘Trade Liberalization and Wage Inequality in
Mexico’, ILR Review 52(2): 271-288.

International Labour Organization. 2012. Statistical update on employment in the informal
economy, Department of Statistics, June 2012.

International Labour Orgaization 2013. © Women and Men in the Informal Economy: A
Statistical Picture’, (Second Edition) / International Labour Office, ILO. 2013.

Jones, R. W. 1965. ‘The Structure of Simple General Equilibrium Models’, Journal of
Political Economy, 73: 557-572.

------------ . 1971. ‘A Three Factor Model in Theory, Trade, and History’, in J.N. Bhagwati
Jones, Mundell and Vanek (ds), Trade, Balance of Payments and Growth 1971. Papers in
International Economics in Honour of Charles P. Kindelberg. Amsterdam: North Holland.

Kar, S. and S. Marjit. 2009. ‘Urban informal sector and poverty’,/nternational Review Of
Economics and Finance, 18(4): 631-642.

Page |79



22.

23.

24,

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.
35.

36.

37.

38.

39.

40.

41.
42.

43.

44,

Vol-7, No.-1, May 2016 PANCHAKOTesSAYS ISSN : 0976-4968

Leamer, Edward E.1993. ‘Wage effects of a U.S.-Mexico free trade agreement, in: P.M.
Garber, ed., The Mexico-U.S. free trade agreement (MIT Press, Cambridge) 57-128.
........................ 1994. ‘Trade, wages and revolving door ideas, NBER Working Paper No.
4716.

....................... 1998. ‘In search of Stolper-Samuelson effects on U.S. wages’, In Exports
Imports and the American Worker, ed. S.M. Collins. Washington, D.C. Brookings
Institution Press, 141-214

Maloney, W.F. 1998. ¢ Are LDC Labour Markets Dualistic?’, The World Bank.

------------ 1999. ‘Does Informality imply segmentation in urban labour Markets? Evidence
from sectoral transitions in Mexico’, The World Bank Economic Review, 13:275-302.
Mandal, B. 2011. ‘Would Recessionary Shock Induce More Intermediation in the
Informal Sector’ , Journal of Economic Integration, 26 (4):740-751

Mandal, B. and S. Chaudhuri. 2011.  Informal Wage, Informal Price and Extortion under
Migration and Tariff Reform’, Modern Economy, 2: 39-44.

Mandal, B. and S. Marjit. 2010. ‘Corruption and wage inequality’, International Review of
FEconomics and Finance, 19: 166-172

Mandal, B., S. Marjit and H. Beladi. 2014.  Reform, Informal Sector and Extortion’,
Marjit, S. 2003. ‘Economic Reform and Informal Wage- A general equilibrium Analysis’,
Journal of Development Economics, 72: 371-378.

Marjit, S. and R. Acharyya. 2006. ° Trade Liberalization, Skill-linked Intermediate
Production And the Two-sided Wage Gap’, The Journal of Policy Reform, 9(3): 203-217.
Marjit, S., H. Beladi and A. Chakraborti. 2004. ‘Trade and Wage Inequality in Developing
Countries’, Economic Inquiry, 42 (2): 295-303.

Marjit, S. and S. Kar.2004. ‘Pro-Market Reform and Informal Wage- Theory and the
Contemporary Indian Perspective’, India Macroeconomic Annual, 130-156.

------------ 2005. ‘Emigration and wage inequality’, Economic Letters 88:141-145.
———————————— 2007. ‘The Urban Informal Sector and Poverty: Effects of Trade Reform and
Capital Mobility In India’, PEP MPIA Working Paper No. 2007-09

------------ 2009. ‘Emigration, Wage Inequality and Vaishing Sectors’, GEP Research
Paper 2009/20

------------ 2009. ‘A Contemporary Perspective on the Informal Labor Market: Theory,
Policy and the Indian Experience’, Economic and Political weekly, 44(14):60-71.

Marjit, S., S. Kar, and H. Beladi. 2007. ‘Trade Reform and Informal Wage’, Review Of
Development Economics, 11(2): 313-20.

Marjit, S. and D.S. Maiti. 2006, ‘Globalization, Economic Reform and Informal Labour’,
In Informal Labour Markets and Development, edited by B. Guha-Khasnobis and R.
Kanbur. NY: Palgrave- MacMillan.

Mazumdar, D., 1983. ‘Segmented Labour Markets in LDCs’, American Economic Review,
73(2): 254-59.
Myrdal, G. 1968. Asian drama. Vol. Il. New York: Random House.

Schneider, F., A. Buehn and C.E. Montenegro.2010. ‘New Estimates for the Shadow
Economies all over the world’,International Economic Journal. 24(4): 443-461.

Srinivasan. T.N and J. Bhagwati. 1997. ‘Outward orientation and Development: Are the
Revisionists Right?’. IMF, World Economic Outlook, Yale University Economic Growth
Centre, Discussion Paper No.806.

Thomas, J.J., 1992. ‘Informal Economic Activity’, Harvester Wheatsheaf, New York, NY.

Page | 80



Vol-7, No.-1, May 2016 PANCHAKOTesSAYS ISSN : 0976-4968

45. Wood. A., 1997. ‘Openness and Wage Inequality in Developing Countries: The Latin
American challenge to East Conventional Wisdom’, World Bank Economic Review. 11 (1):
33-57.

46. World Labor Report 2000: Income security and social protection in a changing world,
International Labor Office.

47. Yabuuchi.S. and S. Chaudhuri. 2007. ‘International migration of labour and skilled-
Unskilled wage inequality in a developing economy’, Economic Modelling, 24(1): 128-137.

Address for correspondence

Sangita Roy

Research Scholar

Department of Economics and Politics
Visva-bharatiUniversity

Santiniketan, 731235, India

Email: sangita.2511@gmail

Page |81


mailto:sangita.2511@gmail



