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Migration
Rural urban migration
Suppose there are 100 people working in an urban area, including 40 in the formal sector and 60 in the informal sector. (Assume the rate of turnover in jobs in high enough that these numbers represent the number of jobs available). The minimum wage in the formal sector is equal to wf, and the wage in the informal sector, assumed fixed, is wI.
In the nearby countryside, people work in agriculture for a wage wA, which is completely flexible. (We assume wf > wA > wI) They can decide either to stay in agriculture, or to take their chances by migrating to the urban area. 
· What is the probability for a migrant to find a formal sector job in the urban area? 

· What is the probability that he or she ends up in the informal sector?

· Then, what is the expected income from migrating to the urban area?

Assume people decide whether to migrate based solely on a comparison of expected incomes. Let wf = £ 40, and wI = £ 10.
· If wA = £ 15, does the Harris Todaro equilibrium condition hold? If not, explain in words how the equilibrium adjusts so that migration stops happening?

Applying the model to international migration
(NB: this is not a very insightful theory to study the brain drain, it’s just to play with the model and show you the way you can use this sort of thing; but you can do much better models on your own if you feel like it)

Think about a student in computer science in India, who must decide whether to work in her sector (computer science) in India or migrate to England. Assume that if she stays in India, she finds a job for sure and earns wage wA.

Moving to England would cost her a fixed amount F (that for example, she would have to borrow from friends and family).

In England, assume that there are only two kinds of jobs: working in computer science (wage wf) or working in a fast food for wage wI. In England, there are Lf computer science jobs and LI fast food jobs.

Furthermore assume that a computer science job is better paid in England than in India, but that a fast food job in England is less paid than a computer science job in India.
· What is the level of wA, the wage in India, below which Indian students in computer science will decide to move to the UK?
I know, I know, it’s a bit dumb… Here is more interesting reading about the brain drain if you’re interested:

http://www.imf.org/external/pubs/ft/fandd/1999/06/carringt.htm
