Section S1. Changes in real wages

It can be obtained from equation (10):
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According to the definition of changing, take the logarithm of the change in real
wages and substitute (S1) into the equation,
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The model assumes that free domestic labor moves freely, then we get Ww; =iw/. Ac-
cording to equation (17), we get W7,
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It can be obtained by converting:
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The expression for ﬁjsf can be obtained from Equation (21):
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And then it takes the log of both sides,
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n



w, s ~ s 1 YIS s ~ -
It = Z o (InW; — InPSF) = Z o (—S Iné§ — ’—SZ Inprs — lnpjsF>
B, s=1 s=1 Vi 143 r=1
A VITOS A
- Z (— (— R B S o
S= 1 ]/j r=1
_ lnijjsF)
S _as 1 5(1 — ys) yi S
— ~SF ] J D ] )
=2, Gy +—slnP]- - a;—szr_lznq“)
“JS F F S5
,\S s rs
z 9__ +Z (lnPj - Zrzllnpj ) (S8)
z a
s=1 0
rs s prs
2. Offy’—slnz o
s=1 V4 r=1Pj
S

a:
== 5
s=1

Proof finished.

Section S2. The derivation of welfare

According to equation (15), we obtain country j’s income:
Log-linearize the welfare
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We differentiate it to get:
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lez D))= i M, We further represent the import and export share of country j
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First, we substitute a;[;,
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Second, we obtain export and import:

(S17)



dinW, = —Z Z P MSF (dinMSF — dinc?)

s 1i= s
]
+ I—Z Z (ESF dincs — M3F dinc?)
js=1 i=1

J
Z ESF dinct + 21 dinw,
i= I]

ZZZ STMSlenMST
I

lelr
S

s J
+ Z Z MET(1+ TS dIngS!
-1

s=1r=11i
1 N N

—I—Z M7 (14 7] )dinc}

1

s=1i=1r=
13 J s
+I_ ZMST(l—i-T ")dincf
§ R o
X sgl 171 r;l . s J s (518)
+ A Ei dinc; — A z Z Ej dinc}
j5=1 i=]1 r=1 js:l i=1r=1
s
1
=2 T M (dinMgf — dincs)
js=1 i=1
s
1 J
i Z (ESFdincs — MF dinc?)
Ij s=1 i=1
13 J s
F O DN M (M — dincs)
Y s=1i=1r=1
13 J s
+r (i dinc; — M dinc) + 2 I dlnwj
= e e J
13 J s
7 Z ME (1 + 757 (dinEs + dincy)
J s=1i=1r=1
s s ] s
_1 Z] E3F dinc} —EZZZEElenC'S
‘ji j Ji ]
I] i=1 I] n
s=1 s=1i=1r=1

Then we eliminate the residual term:
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Proof finished.
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