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Macroeconomic growth empirics
Lecture 1: Global patterns of economic growth and development (1/20)
Lecture 2: Inequality and growth (1/27)
The political economy of development
Lecture 3: History and institutions (2/3)
Lecture 4: Corruption (2/10)
Lecture 5: Patronage politics (2/17)
Lecture 6: Democracy and development (2/24)
Lecture 7: War and Economic Development (3/3)
Lecture 8: Economic Theories of Conflict (3/10) – Guest lecture by Gerard Padro
Human resources
Lecture 9: Human capital and income growth (3/17)
Lecture 10: Increasing human capital (3/31)
Lecture 11: Labor markets and migration (4/7)
Lecture 12: Health and nutrition (4/14)
Lecture 13: The demand for health (4/21)
Other topics
Lecture 14: Environment and development (4/28)
Lecture 15: Resource allocation and firm productivity (5/5)
Additional topics for the development economics field exam
-- Ethnic and social divisions
-- The Economics of HIV/AIDS
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• Prerequisites: Graduate microeconomics, econometrics

• Grading:
Four referee reports – 40%

Two problem sets – 20%
Problem set 1 due Thursday April 9 (email to Jonas)

Problem set 2 handed out next Tuesday, due Tuesday April 21

Research proposal – 30%
Class participation – 10%

• All readings are available online (see syllabus)

• Additional references on syllabus
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(1) Labor markets and migration in economic development: 
-- United National Development Program Human 
Development Report 2009
-- Yang (2008)

(2) Rosenzweig (1988) on labor markets and migration
(3) Hanson (2006) and Hamory and Miguel (2007) on 

“selective” migration
(4) Munshi and Rosenzweig (2006)

Lecture 11 outline
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(1) Labor markets and migration
• The nature of people’s work changes dramatically during 

the process of economic development

• The shift from rural agricultural work to urban wage labor 
is central to the “structural transformation” (Lewis 1954)
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(1) Labor markets and migration
• The nature of people’s work changes dramatically during 

the process of economic development

• The shift from rural agricultural work to urban wage labor 
is central to the “structural transformation” (Lewis 1954)

• How does this process occur? How to workers get from 
here (rural, agricultural, poor) to there (urban, industrial / 
services, wealthy)?
-- Migration is a central issue in the labor markets of 
many less developed countries
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(1) Labor markets and migration
• Today focus on migration (both international and 

internal) and urban labor markets
• Stylized facts:

-- Urban areas are growing rapidly
-- Urban wages are higher than rural wages (why?)
-- Urban unemployment / underemployment is high
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(1) Labor markets and migration
• Today focus on migration (both international and 

internal) and urban labor markets
• Stylized facts:

-- Urban areas are growing rapidly
-- Urban wages are higher than rural wages (why?)
-- Urban unemployment / underemployment is high

• What models can explain these patterns? What do we 
know empirically about the process of migration and 
about the functioning of urban labor markets?
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(1) Labor markets and migration
• Summary statistics and patterns from the forthcoming 

2009 UNDP Human Development Report

• Approximately 5 million persons cross into developed 
countries every year 
– Larger numbers move to developing countries
– The aspiration: improvements in well-being

• This is not surprising: around the world, well-being is 
strongly associated with location
– Norway/Sierra Leone: 1.9 times longer life 

expectancy, 6 times higher average years of 
schooling, 82 times as many goods and services
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(1) Labor markets and migration
• Today’s population movements are nothing new.

– At the close of the 19th century, the share of migrants 
in world population was between 5 and 6 percent, 
roughly twice what it is today.

– 19th century migrants had high rates of remittances 
(14-19% in US), return migration (58% Italy, 12% UK)

• These movements played a key role in structural 
transformation of economies and were often equalizing
-- A difference with the past is that destination country 
immigration policies are much more restrictive today 
than in the 19th century
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(1) Labor markets and migration
• How have international population movements changed 

since 1960?
– The total share of migrants in the world population 

has barely changed. Excluding countries with serious 
comparability issues (e.g., USSR and 
Czechoslovakia), the share has been stable at 2.7%.

• However, there has been a significant increase in the 
share of migrants going to developed countries
– This is due to an increase in South-North migration, 

and relative decline in migrants to developing regions
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(1) Labor markets and migration
• Internal migration is a major issue in most less 

developed countries
– The rates of internal migration, often from rural to 

urban areas, are high in most countries
– E.g., the movement of tens (hundreds?) of millions of 

Chinese to coastal cities since 1978

• For both international and internal migration, one of the 
most robust stylized facts is the age at migration: young 
adults in their 20s have the highest rates
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Country Zonal Intensity (%)

Ghana Region 17.8
Kenya Province 12.6
Rwanda Province 10.4
South Africa Province 15.4
Uganda Region 5.2

Asia
Belarus Region 10.8
Cambodia Province 11.7
China Province 6.2
India State 4.1
Indonesia Region 4.1
Malaysia State 20.7
Philippines-1990 Region 11.7

Argentina Province 19.9
Brazil Region 10.1
Chile Region 21.3
Colombia Department 20.3
Costa Rica Province 20.0
Ecuador Province 20.2
Mexico-2000 State 18.5
Panama Province 20.6
Venezuela State 23.8

Portugal Region 12.8
Spain Province 22.4
USA Region 17.8

Soucre: Bell, 2009

Africa

Latin America and Caribbean

Developed Countries

Intensity of lifetime migration rates for largest zonal systems in country
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(1) Labor markets and migration
• Is migration a net positive (remittances) or negative 

(brain drain) for sending countries? Receiving countries? 
-- Yang (2008) exploits the 1997 Asian financial crisis: 
Filipino migrants were in countries affected differentially 
by the crisis, but look similar in underlying characteristics

• Higher remittances lead to higher consumption in the 
sending household, greater educational expenditures 
and less child labor, and increased entrepreneurship
-- In another paper, Yang and Choi (2007) show that 
remittances also serve as partial insurance (against 
rainfall shocks) for sending Filipino households 
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(2) Rosenzweig (1988, Handbook chapter)
• Influential review article on rural, urban labor markets

• Written at a time when migration was central to 
development economics: “a large proportion of the 
development economics literature is concerned with 
these questions of the mobility of labor” (p. 744)
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(2) Rosenzweig (1988, Handbook chapter)
• This human capital migration model has the following 

predictions:
-- Younger people have longer time horizons and thus 
will be more likely to move than older people
-- Greater costs (distances) cj between areas will reduce 
migration flows among them
-- Greater wage differences between areas / sectors
YDj – Y0 induce larger flows between them
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(2) Rosenzweig (1988, Handbook chapter)
• This human capital migration model has the following 

predictions:
-- Younger people have longer time horizons and thus 
will be more likely to move than older people
-- Greater costs (distances) cj between areas will reduce 
migration flows among them
-- Greater wage differences between areas / sectors
YDj – Y0 induce larger flows between them

• How can we account for the fact that flows between two 
cities, say, are often in both directions? Heterogeneity 
across individuals (in wages, returns to skill, network 
connections, costs, idiosyncratic tastes, job “shocks”)
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(2) Rosenzweig (1988, Handbook chapter)
• It has long been observed that individuals from a 

particular “sending” region tend to cluster in the same 
“receiving” region
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(2) Rosenzweig (1988, Handbook chapter)
• It has long been observed that individuals from a 

particular “sending” region tend to cluster in the same 
“receiving” region
-- Plausible explanations to be disentangled:
(1) individuals from the same region share some 
unobserved characteristic that yields high returns YDj
there (e.g., a particular industrial skill, location)
(2) The presence of others from one’s home location 
reduces the migration cost / job search costs cj
(Carrington 1996 models this in the context of the U.S. 
Great Migration of African-Americans from the South; 
Munshi 2003 on Mexicans immigrants in the U.S.)

persistent migration patterns / path dependence
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(2) Rosenzweig (1988, Handbook chapter)
• How to understand high urban unemployment? The 

classic explanation is by Harris-Todaro (1970 AER)

• Let urban labor markets be partially regulated such that 
the urban wage WU

* is greater than its free market level
-- Could be due to union strength, rents provided to 
government elites with state posts, government fear of 
urban political discontent
-- As relative urban wages increase, the incentives to 
migrate from rural areas also increase. Thus high urban 
wages and high urban unemployment naturally co-exist
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(2) Rosenzweig (1988, Handbook chapter)
• Who migrates to urban areas? Selection possible

• Individuals move to exploit wage differences across 
sectors/regions (Roy 1951):
Rural income (YR) and urban income (YU) may depend 
on heterogeneous individual ability (hi), and individual 
migration costs ci > 0

Migrate if YU(hi) – YR(hi) – ci ≥ 0
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(2) Rosenzweig (1988, Handbook chapter)
• Let the rural-urban wage gap at ability level h be denoted 

g(hi) ≡ YU(hi) – YR(hi)

• Migration costs are a function of observed (Xi) and 
unobserved (ei) household and individual characteristics

ci = -Xi′b - ei

Migratei = 1{g(hi) + Xi′b + ei ≥ 0}
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(2) Rosenzweig (1988, Handbook chapter)
• Higher ability people are more likely to migrate if there 

are greater returns to ability in the urban sector
YU′(hi) > YR′(hi)

• There is U.S. evidence that not just wage levels, but also 
wage growth, is higher for observationally equivalent 
workers in cities compared to non-cities
-- This is consistent with faster human capital 
accumulation in cities. (Why?) If individuals have time 
inconsistent preferences or simply are not fully aware of 
this, subsidizing urban migration might be desirable
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(3) Hamory and Miguel (2007)
• How selected are migrants?
• Most papers focus on years of schooling

• The largest literature is on Mexico-U.S. migration
-- Hanson (2006, JEP) finds evidence that most 
immigrants are drawn from the middle of the Mexican 
educational distribution, less in both left and right tails
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(3) Hamory and Miguel (2007)
• The largest literature is on Mexico-U.S. migration

-- Hanson (2006, JEP) finds evidence that most 
immigrants are drawn from the middle of the Mexican 
educational distribution, less in both left and right tails
-- This empirical “inverted-U” shape is the opposite of the 
theory predictions of Banerjee and Newman (1998). 
They predict high skilled individuals (with high urban 
returns) and the poorest individuals (with the weakest 
networks and opportunities in rural areas) migrate

• Inequality in the returns to skill in both Mexico and the 
U.S. matters (Borjas 1987), as does potentially unequal 
access to credit to cover the fixed costs of moving



Economics 270c: Lecture 11 39



Economics 270c: Lecture 11 40

(3) Hamory and Miguel (2007)
• We study out-migration among young adults living in a 

rural district of Western Kenya in 1998

• The most commonly studied measure of “ability” is 
schooling attainment

• We focus on an alternative (and arguably preferable) 
measure, a pre-migration academic test score, when the 
individual was in grade 3-7
-- Consider another aspect of ability, pre-migration 
health, which was exogenously improved by deworming
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(3) Hamory and Miguel (2007)
• Representative sample of adolescents from the Kenya 

deworming project (Miguel and Kremer 2004)

• Survey data on 5200 young adults collected in 2003-08. 
– Includes panel information on all residences (for a 

period of > four months) between 1998 and 2008
– We focus on the 3100 individuals with 1998 baseline 

survey data and academic test scores. Roughly half 
have had data collected in 2007-2008 (others soon)
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(3) Hamory and Miguel (2007)
• Representative sample of adolescents from the Kenya 

deworming project (Miguel and Kremer 2004)

• Survey data on 5200 young adults collected in 2003-08. 
– Includes panel information on all residences (for a 

period of > four months) between 1998 and 2008
– We focus on the 3100 individuals with 1998 baseline 

survey data and academic test scores. Roughly half 
have had data collected in 2007-2008 (others soon)

• Direct contact with 85.5% of target restricted sample 
respondents: 82.0% surveyed, 1.4% dead, 1.8% refused
-- Residence data on 89% (from respondent or relatives)
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(3) Hamory and Miguel (2007)
• Higher ability young adults are more likely to migrate

– The use of cognitive test scores, as well as the 
randomized health intervention, to measure ability 
sets this analysis apart from previous work
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Cols 3-5: Probit
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(3) Hamory and Miguel (2007)
• Higher ability young adults are more likely to migrate

– The use of cognitive test scores, as well as the 
randomized health intervention, to measure ability 
sets this analysis apart from previous work

• Unconditionally, urban wages are twice rural wages in 
our sample. How much can selective migration explain?
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(3) Hamory and Miguel (2007)
• Higher ability young adults are more likely to migrate

– The use of cognitive test scores, as well as the 
randomized health intervention, to measure ability 
sets this analysis apart from previous work

• Unconditionally, urban wages are twice rural wages in 
our sample. How much can selective migration explain?
– Very little. At mean schooling levels (8.85 years) and 

mean test score (zero), the urban premium is about 
90% as large, even conditioning on these measures

– What explains higher urban wages? Agglomeration 
spillovers, complementary inputs (e.g., infrastructure, 
electricity). Or other unobserved individual factors?
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(3) Hamory and Miguel (2007)
• U.S. urban workers earn 33% more than nonurban 

workers (Glaeser and Mare 2001). Urban residence 
could speed the accumulation of human capital
• What is special about cities? High density and 

diversity, small distances, anonymity?

• Evidence for agglomeration economies: observationally 
equivalent U.S. workers earn higher wages when their 
industrial sector / occupation is numerically larger (in 
their metropolitan area, Wheaton)
– Moretti (2004, AER) finds that increased worker 

human capital increases manufacturing firm 
productivity in U.S. cities
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(3) Hamory and Miguel (2007)
• Do these findings generalize beyond East Africa? If 

migration depends on the relative returns to skill across 
sectors, then the extent of technological sophistication in 
agriculture and the types of urban sector jobs will be 
critical in determining relative returns
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(4) Munshi and Rosenzweig (2006)
• Movement across economic sectors (e.g., from 

traditional trades into modern industry) can be studied 
using many of the same tools as those used by 
geographic migration

• The costs to mobility can be interpreted broadly to 
include social and psychological costs to change



Economics 270c: Lecture 11 58

(4) Munshi and Rosenzweig (2006)
• Movement across economic sectors (e.g., from 

traditional trades into modern industry) can be studied 
using many of the same tools as those used by 
geographic migration

• The costs to mobility can be interpreted broadly to 
include social and psychological costs to change

• This paper embeds the model within the Indian caste 
system. If these mobility costs cj vary with subcaste 
(occupation) and by gender, then we could expect to see 
different evolutions of sectoral mobility
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(4) Munshi and Rosenzweig (2006)
• Indian males have much higher formal labor market 

participation than females, and much greater reliance on 
personal / network referrals for jobs
-- These referral effects are particularly strong for 
working caste males, who get blue collar jobs this way
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(4) Munshi and Rosenzweig (2006)
• Indian males have much higher formal labor market 

participation than females, and much greater reliance on 
personal / network referrals for jobs
-- These referral effects are particularly strong for 
working caste males, who get blue collar jobs this way

• In the 1990s the returns to English language skills 
increased following major economic reforms and 
“opening” to international trade and investment

• Study how patterns of English language schooling 
(versus Marathi schools) evolve in Bombay, across caste 
and gender
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(4) Munshi and Rosenzweig (2006)
• Alternative explanation: the one group that is not 

showing increased enrollment in English medium 
schools are the high caste girls. Perhaps there are 
stronger social norms against their participation in the 
formal sector – is this the cause?
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(4) Munshi and Rosenzweig (2006)
• Alternative explanation: the one group that is not 

showing increased enrollment in English medium 
schools are the high caste girls. Perhaps there are 
stronger social norms against their participation in the 
formal sector – is this the cause?

• The dataset consists of students who graduated from 28 
local schools (grade 10) over the past ten years, plus 
current students in grades 1-10
-- Issues of selective graduation; selective migration / 
school attendance elsewhere; selective attrition (only 
40%, 8,092 of 20,596, students’ families are in the area!)
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(4) Munshi and Rosenzweig (2006)
• What is the take-away message of this paper?

• How much do the results generalize to other contexts? 
(without a caste system)
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Whiteboard #1
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Whiteboard #2
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Whiteboard #3
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Whiteboard #4
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Whiteboard #5
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