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Abstract

This paper investigates the international migration of skilled and un-
skilled workers in a two-country macroeconomic model where each
country has primary and secondary labor markets. Two cases are as-
sumed. In the first case, taxes on wages in the two countries are the
same in both secondary labor markets but different in the primary mar-
kets. In the second case, taxes on wages are the same in both countries’
primary labor markets but different in the secondary markets. In both
cases, tax rates imposed directly correlate with directions of migration
of skilled and unskilled workers between the two countries. It is very
likely that if skilled workers are attracted to one country’s primary labor
market, inadvertently unskilled workers will also be attracted to that
country’s secondary market. And if unskilled workers migrate to
another country’s secondary labor market, skilled workers will also like-
ly migrate to that country’s primary market. This paper concludes that
tax-rate manipulation does not always result in attracting only skilled

foreign workers.

Keywords: international migration of skilled and unskilled workers,

taxes on wages, two-country macroeconomic model
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