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I AFRE Y AT sol dEAelt. HZoe Y dUE TAHLE Holxy
7HE 71/ /37| 26 5] olRiAL k) V] H 9FHE ke Aol A
s
H

¥ gt
o] A A &
TR E7ke] AAY E419

ol gk Het 1h o = , =25
°of TEHGI TR WHALE ol A AAAL FAp ool FHefsta s
BAAA Wl AALEE FATAE Sskar Fek ke AL FAHE F
=A@ AR S EAY S Gge] ASHvs Holvh. 2R vl e o
WA} %5(20054), w=r Wl LA 591 £5(19924) & ol#{d Abs]H a0l
7P Aol mEd FAAA Abd sl sl

s XA Al 7HAAL A5 AES $kok(Loury, 2002). dA7FA #

A A= ZA F 7HA 94 AFEH AT stk 1A I (stereotypes) o] xHE
5ol vx= dgolar(Arrow, 1973; Coate and Loury,

1993), & sly+= 914 UEY A(social networks)E W] ETH A3 A A}E-(social
capital) 9] zpo]7} Zp7|7hdke] B Q gk o] vl B AAA 73 AxE A4
% += A o]tk (Cutler and Glaeser, 1997; Hanushek, Kain, and Rivkin, 2009). &
A AR R el digk aA oy JEA Hyko] & 53 T AAA 7]
A ZpolE At F v AT vRVHAE, A HEYAY dA0 At
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Al w52 2, HER, SRd vl2yxs A4, dakg] AR g5 T 3
ox dA3 71319 ztol= kst (loannides and Loury, 2004; Durlauf and
Fafchamps, 2005).

B oA3E AW 1o Y5 A4 UEYT 954 7k B3 93
2 Frete Ao ‘Ad YEYIY IR I % ERTA B F9F

A7 (A Dynamic Analysis on Social Network Externalities and Between—Group
Inequality)’2 QoFHt}, 7]F£9] #AdH ATEL F2 wASUA(ANFAE st A
7ol A5t 14 UEL AL 9FEAHS vFAth(Bowles, Loury, and Sethi,
2014; Lundberg and Startz, 1998). X4k, A FX|3tpA|T], 1A YEHAE
WEGA T ofYg wFo] Y o] %Y =FA P (AALETIH AL w5
N85k AE g,

kel AL Fzp 9ot AAdX o] A EWH, wS7|1HA e ¢ FA
(education—period externalities) @A AL AA A X7} ths A2 ‘&
HE = &Y (agglomeration effects)’ & 3ot HAko] Q14 Y ESI A Ho] £
TEFE U Adle 05 52 JdAARE Fake] A 5 A, o] HxIAQ M
EQ e AH s E#2H(Bowles, Loury, and Sethi, 201 ). HReE 1A ]
EfAY do] A4 YFHo JtH, tha Alte 1AL Fxlol|l S8 U A
%S Aol gk dotgt Aol g% azhstE 4

g, AAZE 7Rkl sk UEYA 954 (working—period
externalities)& dA7} ofd  ulgle WEYT Ao whE HAdA 7|y
(expectations)®] T RAAE FZAAZIY. =, FAYLE Alolod e mg U ES
A H(quality)oll 3 FAHZA 71 (optimism)7F AL w, ug o]F o AP
A S AAA Bl dig Zitzto]l By AXA HY, o= T
FA e HE Foled s Zolvh v e LS Abolo m] o
A2 7] (pessimism) 7} FAE™A wSo] Ex1E syl o]d] tjd H Ao
ShAl Rkl o7 Al Hof e wSFEA g WEY AU, =]
SEA o]l Ao w stgd g duk vhA] Zal vl dES Aol
of wt @A wHFEA gEol G FEAHE &9 AW S5
(self—fulfilling effects) 7} 28} 4015}
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“i]ilg] s dold FHolHE Ar7Id 523 ded
1 o] ek WA JgF Feke] 7A@

] r/} , ARBlTA LS el =4 (coordination), =
JHHHTJ(pessmmsm)A Ao wat Aol m#st gad 4
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o,
)
N,

off — %

, T AREIREY 27] AEE B TR o4 T,
A UELZY Ho| Al & Zol7t glulets, el UEL = EH} 3
Jthe] Hole] ola) FA wEEAe] Al 27 DA 2= Q).
EQF 9F A 7]olste] A 7 BEyPEo yAsly e 3]_X]1:L},
Zdk(emergence) 9 A3} (exaggeration)dl7]| = 3T} Al3| A EHE o FH
stel o] HIEYZ 9FA R FJEA 7Ide 9 4= s B
o] ¥ ATt #;MAA FA A o]t

ofgd & AFE ARSI el JAAAE TRt A ko] AAEH AF
¥ AR s] A= Holl #obsto] (Abramovitz, 1993), 14 UEL I 9 H-A 9]
A AAGE BHAAY AAEES HAgT AR S FAE w74 A
bﬂ@‘ﬂr Zbol| 5 0}74] vk Z1A] of ' def

Fi rL o Jor it &
4

2

=

©

Sy

Effae] 9FA stelld= 3%7} Hisro) g el Zev|Eue dF fdolEte
0471/‘1 Hojup 2771 Aol mE A-AE FAg e Mgkl 5oiA
= Al vEHE O‘E} 1 2], AA7F A= Ax A= dEEd, 945 A
‘4«1 N H]E%EH = drdeor JfAgemy o5l Mo TS Hlo

é‘l?ﬂ o % O‘”} = we A ZaAQ AR dEd 5 v olHd
A 1A H]EHEH oA e AE wAE AvEes A E AT

A EA] A o] o

1.2 8 AgAke] 2pEA

ALE A B Q1A UEY A 9]FAd o] FEA el m A=
AL Loury(1977, 1981) o]% E& A A=) HAAFA T Becker and
Tomes(1979)-2> xul<gol thgh F-Eo X% kol oaf ek 1F BAA Ax7F &
2= 348 B9l vk )il Lundberg and Startz(1998)& A9 & Ao A=At
2 ool e AA-AE FAb el mA e ks Ay E vb Stk Bowles,
Loury, and Sethi(2014) 2S5} 7|7Fo| 41 9] interpersonal spillovers7} H©
e BEHETES &AM 7 AES =okdlth ols AAATe Iy E AellA

= RSEA ARG ol mEEA o] wAldi e 9Py 1
o] Wk 7F BYSel He PHS AvroE o FHe ALY Aok
AABE A QARE Expare] Aol wlehel A, o= vzfol

st 71t dAle TR fle] FES FA B on|st. ol nystax; &

A= ZF LS w4 ole(myopic)o] obd AXxE Fxlo] whE n] o]

BA7MA 7k (farsighted) sk o] &2 A ST o]o] B 7iQlo] old st e &
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Ag o wAss BAe

2 A al
equilibrium)& F4sh= ®H FAHS *Erﬂr olg gt AT WAL o 4% A=
7F BT ¢ S et FdoeEA ShA Axd el digk 1A 7
(collective expectations) 7} et 714 QAL & A3+ FS A
Aot FUH o] A7 & A+ FA9 AAQA J8(statics) 2 71 A4 W&
(tatonement process)o] A HE UELY T oFA #Ad AFE AW 54 1%
(dynamic structure) =2 2stal A stth=d WHEH APEAL S Xdr

2
A2 S99 AEAF(imperfect credit market)J P‘éoﬂ I 715_3 Fal o
(Loury, 1981; Galor and Zeira, 1993; Benabou, 1996; Galor and Moav, 2004).
, AFEAGS] B 52 A8 A% (credit market constraints)©] A}3| & o]
39 3= Adfcte F8 JOLO]O]‘“/PE 7Fgo] o5 AAold EEe 7] EY
A&ttt AR AR 7F BT A AHEA o] FRE] At S
A efo] A &2 A3 H 101 e &3 mbﬂﬂ Atk oAb, 14 Y E
Ao e ARE A A} 2
Aol AL FA9E A D Xiéﬂé}

_‘Q
_1

,?i:.
AN olgte =4 M-S FHokA ofYsta, £33

SHoh= Wl 71 ATk FHg AEAAS Ado 53] 7|E9] #d A=
& AkS A A3sAY(Galor and Moav, 2004) ¥ 3 058 33
A (Loury, 1981) At 1+ EHS AAT & Joge 543 o disg), &
= AW FAYE mgo) ik -2 7l (collective optimism)E & A 3}
ARt A4S vlds= A B 3 A 4 A& Atstar .

oy

s I i H OFO

T r2 [0 O to 24 O o > afu oft LN
o, |

JHH—UHU

1

T A Ao R Ty
AR ARE AEH BHCER, A, FL

T Avs 474 3§ S 4 g
Bt shab g+ =1 Ak ASHQl Aem sHeta, videl Hae 5o
of gk &AEE petal shxE AFE] HA 9] 147 HEH Ao = Jpgstar, AR
At S cr 2 A2 dAlEgTL ekAf 4 AL (¢ t+ At) 8] AR
aAte] AP gEe AWE] Atk (5, 2 JiSle] =EAIES olgd FES
Poisson processE& WET) S v 2T A5 QAR T2 v &S
18 3te] 74 55 (skill acquisition) oJ¥-E AA3I}, 7 = A A3

Ak, 714 F5 o]F AP T wmFAR o] Dexit) 7HA]
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2.1 JAAAE F2¢] A4

S ¢ AR 24 AsHE W 58 =5l =5
2 ol AA =EAE W SHEA HF(FEL)E 5=4's + s = E71E.
T8 A3 A (Chaudhuri and Sethi(2008), Bowles, Loury, and Sethi(2014) &)
ol e} o] F A ko] ¥ UEY A H&](segregation) FEE nEte I
2}u) B (parameter) & F7|38t 5= &2} n=1 F AR HE 719 UEY a7 94
3l LEE S, n=0& A3 S dSS FAIg Y o] 7} ASF i U

4l
MRle] Q1A YEYT sHE+= Uiznsi—k(l—n)s_ti FAED

1 2 =
HES 747t gloh 27 Wl

lo

MRl e UENA HHZs 59 579 convex
B0, 2wlel g sl 1A WELA
Dsi® 2715, o714 k' =n+(1—n)g el th2)

ZF e Blad 58 (a)e Ga) CDF ¥XoA do=z FE"vtal 71435
Zb 57t ARl EAE A Ve 55 880 Bad 59 (a) T AME A
HA(F, 9A UEYA U9 Azt vF, ool o AAEH, o5 7} 84|
A g stk O = Cla,0)). 54 t Aol 4% 7119 V& 5 9 ur)S sl
g AlQle] o] AEFsE A vEYAL 27 £ {0}, D =5AF U
of @ ZEmQdl doll o] AAHM, o]E Z 849 HldE FA Utk
1) okgel, vigl SAAA ol BAFE WEAD 9 3

B flo) 2 B71EES 3k " FEE o0l Wek SRSl f(0)) > 0.

T

2~
‘:LT
obgEl, 7 AEHu
=
=

(@)
(@)
=
o.
=
Y
=
=
o
I
=5
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Hy
r
=
rlr
Qo
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-
o
_|_
=
|
X

=
I
=
=
-
E

HEfAL A roll WAEE IAAE FAe] e m=FAY Zeugl 59 MES
a7 flol)e @ (additive sum) 0+ f(oh) &2 7P SRR B Aol A
o

o
gk 2 o S(perfect foresight)E FASTL 7HA ST, olw) EFAIF to
24T 18 A% FAY] AAAR B2 Ba) ros rAY d9e A4
7} (present discounted value)= 24FstH th5-3F o] HAIH Y

) n=1% A e a4 HYEYA HdaEE 243 a25Fdde] HHxEe A (0 =s)eA Hu
n=09%1 gl Aol A HEYT SHEs AA ALE e SdEE W (ol = 5,) 3T

2) e WA o OF 20 £33 Y HEYD SHEE o =ksi+(1-F)s; 2 E=n+0—n)F=
F71deh gaAd, e A7 £33 Jee] A E SEnvh f9 vEYIY AHQA 5o uA e
FEFS, 1-k)e B Jare] HadQ £y} olo nA= J&S zH7 wrdsta Qo

3) B B 2HE YEYA FA Ao Jeormg Ld wHArl FEE =HA% Zuy
S et Ao ® uAY Ao R 7443 (Chaudhuri and Sethi, 2008).
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11 :/ I[S—-f(crf;)]f.‘-‘“*”“r_”c:lr. (1)
t

A7 a9t p= 2472 AFEE (Poisson death rate)?} A]7F&<lE(time discounting
factor)S YeERITH oW J&&HES dY(r)Yd Avle 47 5/(a+p)9}

(6+£(1))/(a+p)el A (ower bound) Z “d7 (upper bound)E 2Zr=th. Bl
sEol o9l NI Ve £59 W Y B 5, tge 2l %é—a}
= 3 AR B2 Ayt

.

1= [+ Sl 0ar > Clao) 2
it

)ik

of A ARAE A QAR FAp A4 2719 HEAD AR

o} el el A4Ee =

&

L

2.2 9 o= 3 (Perfect Foresight Equilibrium)

oA F ALl Go =2 FAHAE AAS FTHIA AlAHS AP EE SR}
A tol]l A% 15 I3 E(cohort) = Ml Ead 58 (q)o] FEI o]
NMAE Fxpo] ol Ro|th oo AHAR Ex} st HaE

olr ﬂllﬂ A
JE F_|_4 O_L;
o >

(
i}

(ability threshold) a2 AT 4 did, o= oo ZHAoz AAHAC
(3, {0} ) = Claye) 5 1I/= Clayo). 91714 59 71EAL 0,8 o9 1]
of B3 5 a,=alo) )2 EAT = At} o5 ZLde] AH tof] EHT
OFi ASE T Ve 500 JAT oY vT(z)w 78 v 2
i =1 — G(a(o}, I})) (3)
S, 1549 HEA BT () A ZIE 7l TS (Dol 9s) vwiA
b o] EdY. ofnf EFAA 5 VIEowm, &2 ARRA At o]F9 OFi =
HAE+= Y39 convex combination®® 3EAlH sioa = aAtzl+ (1—aAt) s
o] = A siet 2! 7He] BAAES AA Hrk

O

| AR At—0E ALFoEZN TFi0 Ve FHE WHEd #g oo
9

o
=8
e
ok
+
X0,
)
>
Il
o)
8]
|
=,
9
N
2,
O
2 do
R

¥4 2 (dynamic equation)
=& A (3)E A8, ATHOR &, o), I/ B3 FEHEAA ] dAAh:
st —=ofl — @(@e]. 10)) — 2 (4)

F2 (D (Dol 7Ibbetd, 2 OF SHRe] Z713k0] (s, s0) 2 Fo1 2 o), &2
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AAel & d= ¥ (perfect foresight equilibrium)< 2E
o] thgol 47kA z7e]l FAl] wFale ((s) 511017} o A=e} @ 5 ik

s = al[l—Gla(o}.1I})) — s;] .Vt >0 (5)

s = a[l—Gla(ef. 1I})) —si] .Vt >0 (6)

| B . _ 5 o+ f(1) ’

I} = / 6 + f(ol)]e e+ =Ddr, with = % II; w vVt >0 (7)
; -0 ' a+p

H? = / [h + flo ] —(a+A) (=) 47 with — < H? < ﬂ Vi >0 (8)

i a—+p a+p o

o714 =2 (7)T} (8)9] HEA e AzF (&2 nEIo N UL FEUAAoR
w3 g o) ]'[":{a-—l—p'] [H} +& } ok7te]l e m AR AMIAAHS AX, &
2 (5)~(8)2 T Remark 13 23 F*|(equivalency) 9 SHE 4 s

Remark 1. Given a societal segregation level 1 and initial values (s3, s2) € [0,1]2, a perfect

foresight equilibrium is a path {(s}, s?. 11} 112)}22, satisfying

'8

st=a [1-— G(fe{(rl. ]_[1)) — 51]
2 =a 1 —G( u( H‘)‘)) "t]

d+flay) ((})
H} = (a4 p) [H} — TP’]
I1? = (a+p) [Hf - Ltﬁ(j)]

for allt = 0, where l—[l 1_[2 rr} and crf satisfy the followings for any time t > 0:

L I} B d op = kls; + (1= k')sf, with k' =5+ (L —n)5" (10)
4 A an .
C%p < I < 5:1(;] o =k*s?+ (1 — k)s;, with K =n+ (1—n)32%

Aelstad, 24 gl SEAY wFe 2% (s,s0) 2 A 3 BYeE
7boFold o, MEYa FAds e 2 AAe & A= J‘é(perfect
foresight equilibrium)& 21 (99} (10)& FAS BHHAIE ((s)s; I 11},
Azol At ol Ae 27 AdlAe AR T2 A g AT
ALE] 7IUA (I, 1) 2 LR 27 7UXx (I 1) 7 2R, 4
Al (9) o) ol F AR({(sh I 1Y)} 7 )7h AR 4] o). uf
A, (s, 55)00 &8 &4 o

e

732 Remark 1S WA= (I II;) & 2

4) 2 (7)E& AIZF t2 vitste] =&3 EEH Ao disl] AlE r=tlA r=co7}A Tl T HEES B
A 11} 2] boundaries(ZAl 2 0}74])7P AE A A (1) gA A Ao webA, A (7)) ol & 7
Hate] Ao ZefulH Al S Fo]z houndaries &7 sl Al AT =X @A o]t}

_7_



AR AT 9d Y 20E DHATE (I IL)7F 552 245 4
Foll=, alld AA7F v 3 (multiple equilibria) stell Fo Jdthar & 5 Ut}
7y a2 AL E] vl dis] w3t 7)ol (expectations) & Fi=tfol] wel 7]
& 859 dAH XSl (I 115) 9 #tel 28k ol 7 159 F714e 4
S5 AARAA =Y. WA, ts 439 Agole, A B2 S AHAE
MAxe]l golo] niE HAu FAHALE 7+ &7 (coordination) % w]&fol] th3dt 7]
] dAJolgl & Aolt}. o] FEL y|Eo FQ ANIgPAJFEo] BF 7Hy3 H o]
T}H(Chaudhuri and Sethi(2008), Bowles, Loury, and Sethi(2014) % ).

HAu2E AT A e 49470 F48 golsH 'S}I’J} 71 59| A
& Cla,0) 2 WMENZ ¥4 39 flo)S b AYTF5= 7Hgsr= g
o Cla,o0y) =cy—a—po, R floy) =qo. 714 pst g
7] 2 =FAG 7Y o]Fe WESA R A=

A=
& T sy FEAE 06 {a))

I
Q
S
Q.
1
o
=

[
=
fr

Ij=c,—a,—polo2 F7HET} o] Fgaid, 2 (9)o] Solzg 58 715X o
S (ay = alo) 1)) = oot 7ol Aoz e 3t o)
a,= alol II}) = ¢, — pol — II..

2.3 Ad 7+ M EY IV E4dH A3 (Complete Segregation)

A HELZ 74 ste] & oS5 o3& FEstaA AP E 1 HEYA
7F BAE 7R 793k e AAE SAdor AdrREE 3kx. T HAdo] R
Ay Asol7]el n=1& 2 (10)°] * %6‘}‘3& ol=s A& & F Ut F, 21E
24 Q1] UESA Wl s38A HF2 E 159 sHA ey adE dX
sto}h, F o] w4dH Astolmz 9er oS w@E 7t ARSIl s Z+zt
SHA R g EoloF ity AYsr &(siﬂi)zco—psi—ﬂi% iﬂ‘i‘is}iifl—‘j-i,
i 27 =¥

d2 v Remark 22 Q.9F%
¢ =q/lat+p) o2 F7E):

B
oy
b
o
I
I
)
o
it
P
:CI>L_44
hed
Il
(=%
~
E?
+_
2
b

Remark 2. Given a complete segregation (n = 1) and an initial value sy € |0.1]. a perfect

foresight equilibrium for group i is a path {(s!,II!)}22, satisfying

st = afl — G(eco—ps; —1II}) — sl (11)
H; = (a+p) [Hz - . q’s” : (12)

where

<1< &I for all t > 0.
or—+p0 a4+



% WHE FIAARE 7] AT 4 5 =03 I =00 A= B

21
A (demarcation loci)& WA g7gstofof gy,
§§=0Locus : s =1—G(co—ps' —IT"). (13)

Hi =0 Locus : II'=4¢ +4's". (14)

2~ 0

)=

A sFeotd, ()9 7171 s =1— Gla)dA HA2AZ z2HA "5
[2¥ 1] Remark 29 tial] 54 W#h(parameters)S 483k Al &7 o)A
=0 AAAS 247t oAl x ) )&

Ac)
=

v & >

t e}

t — L
o2 ZAHA Y. 5EAHE 7= = (6'=3.0) 3tdllA], o5 F ZAAA
& 3] wAHE Advk E(s 1), E, (s, II,,), E (s, II,). o152 S84
Bl19] steady statesoll s9EstH, Fdst #4& F3 E9F E,© saddle points©] i,

T3kl E 2 sourceds & 4 Uk o2, ¥ 9 phase diagramols 2
(11)3} (12)°] W& steamlines® X7]8Fal It} ©]E steamlines & saddle

points?l E¥ E, ol TH3FE saddle paths& 247 W7y AFA o2 FASHSIH

a8, EAE 27 278 50l Fol 4%, Remark 19 & 44 oF 432
oW A= dE o], 7] 2 s =047} T A, [29 1] ®
A wpe} o], ohe Al AN 11l #o]l Remark 19 7S W=tk g1, 17,
1, . o1= Al I} #%% Fw2E steamline 9] saddle path7} $7 o= 739
{(sim)}” = BAwn geba), B Aeelxe] g o= w8 5 37006

t=0

e

5) 2t /iQle] Etaid 582 AW O R one peak FE| O] PDF BEE w2/ HE=E 1 CDF #4<

G 0 3= adl A MRAS ZHA Aok olel I'(s') FFE s'=1-Gla)E 7]

TOo 2 QEJ A B3R uiy= JHE W

6) steamlines?} sourceQl £, (s,, II, )olAl spiraling-out 3}7] 2o £7] &7 sio] Zojxl adof|xlo] s, o 24
Fr=2 XA o F #F9 a7t L] SE 4
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11=0 locus (Blue) $=0locus(Orange)

Range of Indeterminacy

| I, =03} s, =009 slD3sl= AARNS Z+2 Sz o AR A
o7 HUsIior FEA Alxwle] wE streamlines< 3} Z

A3l steady states® 4=H 3= saddle pathst ZhZb AF(E,) <}
WA(E)SR FASIATE Algdoldd &8¥ ¥Wagte o gk
0'=3.0, p=2.5, ¢=3.2, ¢g=75, a=0.6, p=0.1. o}=, Gla)S t}
2o AFEEE Eth o~ N1, 1.6%).

e Lo
i
2 —

Th dol 7] 7IHA =
I,2 9sd, 94 o= 739 AR wil u5d Juol 5,2 volrtA #
th. olst &, 7] VAR 11, & @3, ArjHow Asd Juel gl o
=24 "o ols 49 £ A =E optimistic ¥ pessimistic path® W3 E=
kAL o)A §, B4 48 AR7F AEstke Aol mlEY dArded dis] ojw sk



Z7 (coordination) S st=tfol| we} Fe] A7 sHA=7E A4 28 A d.

27 %8R NF §7F 4 W

j&
=
2

£ 4 g, oled e

U=
O

-

MO o

. of
T o

stoh, 27] s} v Fo] o] Wl wX
3+ (poverty trap)’ 7F-dl Fo]A #Ht}
o =X el 27| o] 7Hsdt HA=7f
} 1 < Hleksirete, 9F4<Q s
2 FZolg&d F dud Y e

(range of indeterminacy) o =
A XS A, e AT
“

2o df g

Jo
d
i (o
N
(0]

B
=
_O|L
N
ﬁ'O
rlr
N
s
IN)
ol
[-4\:1
(ot

N

o O{j {0, Of ¢
- 4
=
5.:

Y
ri
lo
A A
i\
X
R
of¥
o

o,
nt

U EYF7F 2%E A3 (Incomplete Segregation)
]E%ﬂ 7} ks EAEA ofyeta U Hx 4
0}01]/\14 A w7t o] AFshe) A g
d FE A (np=1elAe S et
kTt
©M& Remark 104 248 ZepA oA sl= = [T'=[T?=0S EAo] 1l
i+ steady statesE 32“?_’3110][ stoh, HIEQ A7 &4% Aol Al 79
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