
Do People Continue Migrating to Cities for Higher Wages despite 
Potentially Worse Living Conditions?

Despite high levels of urbanization, economic incentives to migrate from rural 
to urban areas persist. In addition to the urban-rural expected wage gap, the 
probability of finding a formal job and the higher cost of urban housing matter 
greatly as well.

The urban-rural wage gap is larger for individuals with higher levels of educa-
tion, and it is higher for men than for women.

The urban-rural wage gap is smaller when the city is closer to its rural catch-
ment area, in cities better prepared to absorb migratory flows, and for rural 
areas with a higher proportion of young (more mobile) people.

CONTEXT PROJECT

We tested the Harris-Todaro hypothesis using 
data from the 1991, 2000, and 2010 rounds of 
the Brazilian population census. We estimated 
the gap between the expected wage in 449 me- 
tropolitan areas and the observed wage in their 
rural areas of influence, which allowed us to ana- 
lyze how closely actual migration matched the  
Harris-Todaro model.  We then modified the ori- 
ginal theory, adding to the calculation of the ex-
pected urban wage and the urban-rural gap the 
likelihood of working in the urban informal sec-
tor and the cost of living in each urban area, and 
tested whether this better predicts actual migra-
tion better. 

Very high levels of urban underemployment, as 
well as urban labor and housing informality, are 
found in many Latin American countries. This is 
in part due to the constant arrival to cities of low-
skilled workers. So why does rural-urban migra-
tion persist if internal migrants encounter poor 
conditions in their destination cities? In the 1970s 
John Harris and Michael Todaro argued that  
rural-urban migration would continue—even 
when the risk of unemployment was high—as 
long as the expected wage in the city (including 
the possibility of unemployment) was larger than 
the rural wage.
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RESULTS

Our results support the idea that, despite high 
levels of urbanization, economic incentives to 
migrate from rural areas to cities persist. Con-
sequently, it is necessary to consider the indi-
rect effects that public policies may have on 
the decision of rural workers to migrate to ci- 
ties. More than fifty years ago Harris and Todaro 
suggested that policies designed to reduce ur-
ban unemployment could be counterproductive 
if they encourage large migration responses and 
local economies cannot absorb the inflows of 
new workers, who end up unemployed or under-
employed in their destination cities. This is known 
as the “Todaro Paradox.”

In Latin America, policies aimed at improving 
the urban labor market by promoting employ-
ment, increasing wages and the increasing the 
percentage of formal jobs, could have an indi-
rect effect on the levels of labor (and possibly 
housing) informality in cities. Specifically, these 
policies could induce an increase in labor infor-
mality if migrants cannot find work in the formal 
labor market. Therefore, employment promotion 
policies in cities should be designed to provide 
opportunities for both urban dwellers and po-
tential migrants who arrive in search of better  
opportunities. 

Figure 1 shows the distribution of the expected 
urban-rural wage gap (measured as the ratio be-
tween the expected urban wage and the rural 
wage). In the red line, the expected gap is calcu-
lated taking into account the probability of find-
ing a formal/informal job and the wages people 
could expect to earn in each type of job. Most ci- 
ties have a ratio close to one. That is, the model is 
a good predictor of the observed migration once 
the likelihood of migrants working in the informal 
sector is considered. In the blue line, the expec- 
ted gap calculation incorporates the difference 
in cost of living as captured by the cost of rent-
ing a house in urban and rural localities. In this 
version, fewer cities have an adjusted expected 
wage level that exceeds the level people would 
earn in rural localities, implying that the model is 
better able to predict actual migration.

We find that the adjusted expected wage gap 
works as an incentive for migration in some 
geographic areas more than others. The model  
works better to predict rural-urban migration in 
cities that are closer to their rural catchment area 
and that are better prepared to absorb migration 
flows: because they are larger or because they 
have experienced growth in their service sector 
in the past that better allowed them to absorb ru-
ral migrants. The model also works better in cities 
whose catchment areas are more archetypically 
rural, with less densely populated geographies, 
and in rural areas that have more young people 
(the segment of the population most likely to mi-
grate to cities).

POLICY IMPLICATIONS

HARRIS-TODARO
MODEL

Key Concept

Economic model used to explain
rural-urban migration decisions and

their relationship with the labor market
in cities.



Figure 1. Ratio of Expected Wages (Urban-Rural)

DEPARTMENT OF RESEARCH AND CHIEF ECONOMIST

The Department of Research and Chief Economist generates new ideas to enrich the know- 
ledge base that supports the policy agenda of the Inter-American Development Bank (IDB) and 
its member countries for achieving sustainable and equitable development in the region. To 
maximize the impact of its research, the Research Department carries out activities that serve as 
inputs to other IDB departments, governments, the academic community and public opinion in 
the region.

Busso, Matias, Juan Pablo Chauvin, and 
Nicolás Herrera L. 2020. “Rural-Urban 
Migration at High Urbanization Levels.”

Also published in Regional Science and 
Urban Economics.

FULL STUDY

Urban-rural wage ratio
(Adjusted for housing cost)

Urban-rural wage ratio

Deviation from equilibrium

0 1 2.5 1.5

https://publications.iadb.org/en/rural-urban-migration-high-urbanization-levels
https://publications.iadb.org/en/rural-urban-migration-high-urbanization-levels
https://publications.iadb.org/en/rural-urban-migration-high-urbanization-levels
https://doi.org/10.1016/j.regsciurbeco.2021.103658
https://doi.org/10.1016/j.regsciurbeco.2021.103658


www.iadb.org/resResearch Insights #52: December 2021

Copyright © 2021 Inter-American Development Bank. This work is licensed under a Creative Commons IGO 3.0 Attribution-Non-
Commercial-NoDerivatives (CC-IGO BY-NC-ND 3.0 IGO) license (https://creativecommons.org/licenses/by-nc-nd/3.0/igo/ 
legalcode) and may be reproduced with attribution to the IDB and for any non-commercial purpose. No derivative work is 
allowed.

Any dispute related to the use of the works of the IDB that cannot be settled amicably shall be submitted to arbitration pursu-
ant to the UNCITRAL rules. The use of the IDB’s name for any purpose other than for attribution, and the use of IDB’s logo shall 
be subject to a separate written license agreement between the IDB and the user and is not authorized as part of this CC-IGO 
license.

Note that link provided above includes additional terms and conditions of the license.

The opinions expressed in this publication are those of the authors and do not necessarily reflect the views of the Inter- 
American Development Bank, its Board of Directors, or the countries they represent.

https://www.iadb.org/es/investigacion-y-datos/home
https://creativecommons.org/licenses/by-nc-nd/3.0/igo/legalcode
https://creativecommons.org/licenses/by-nc-nd/3.0/igo/legalcode

