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Class 24:

Trade and migration



Plan for today

• Trade and globalization
• Migration



Benefits of trade

• “As by means of water-carriage a more extensive market is 
opened to every sort of industry than what land-carriage alone 
can afford it, so it is upon 
the sea-coast, and along 
the banks of navigable 
rivers, that industry of 
every kind naturally begins 
to subdivide and improve 
itself.” à
• Economies of scale 

and specialization
• Smith, Adam. 1776. Wealth of Nations. 



Benefits of trade

• Basic economics insight:
• Poverty à
• Specialization and trade à
• Prosperity

• Implication:
• More trade à more prosperity

• Trade in the course so far:
• ISI vs. developmental states



Globalization



Globalization



Globalization and development

Ventura, J. 2005. “A Global View of Economic Growth.” Handbook of Economic Growth, 1, 1419-1497.



Globalization and employment

• Rising Chinese imports to 
the US from 1990-2007 à
• Higher unemployment
• Lower labor force 

participation
• Reduced wages in local 

labor markets dependent 
on manufacturing
• David, H., Dorn, D., & Hanson, G. H. 2013. 

“The China syndrome: Local labor market 
effects of import competition in the United 
States.” The American Economic Review, 103(6), 
2121-2168.



Globalization and income inequality



Globalization and income inequality



Globalization and income inequality



Disclaimer



What causes globalization?



Drivers of globalization
• Bilateral and multilateral 

trade agreements:
• Preferential trade 

arrangements
• Free trade agreements, 

esp.:
• General Agreement on 

Tariffs and Trade (GATT; 
1947-1994) à

• World Trade Organization 
(WTO; 1995-)

• Common markets
• Currency unions
• Customs unions



Globalization and political power
• Creation of the WTO as the result of the 

Uruguay Round (1986-1994)
• Wade (2003):
• ”[T]he main international agreements from the 

Uruguay Round […] systematically tip the 
playing field against developing countries”
• Expansion of “the options of developed country 

firms to enter and exit markets more easily, with 
fewer restrictions and obligations, and to lock-in 
their appropriation of technological rents”
• Wade, Robert. 2003. “What Strategies Are Viable for Developing Countries Today? The World Trade Organization and the 

Shrinking of ‘development Space.’” Review of International Political Economy 10 (4): 621–44.



Globalization and political power



Globalization and environment



Cross-border movement in development

• Movement of:
• Capital
• Goods
• Services
• People à migration



What are the developmental 
effects of the assignment of 
people to their countries of birth 
according to Milanović?



Global inequality of opportunity 
according to Milanović
• Country of residence and income 

distribution within that country account 
for 50% of global income variability
• Milanović, Branko. 2015. “Global Inequality of Opportunity: How Much of Our Income Is 

Determined by Where We Live?” The Review of Economics and Statistics 97 (2): 452–460.



Global inequality of opportunity 
according to Milanović

hep://www.forbesindia.com/article/rotman/if-you-want-to-be-rich-youd-beeer-be-born-in-or-emigrate-to-a-rich-country-economist-branko-milanovic/49703/1



Migration

• Gallup World Poll (cited in Clemens 2011): 
• 40% of adults in the poorest quartile of countries “would like to move 

permanently to another country”



Migration



Migration



Migration

• The share of international migrants in proportion to the world’s 
population relatively stable:
• 2.2% in 1970
• 3.5% in 2019



Why don’t more people 
migrate?



Migration regimes



Cost of existing migration regimes



Cost of existing migration regimes

Source: heps://missingmigrants.iom.int



What are the potential economic 
benefits of changing the existing 
migration regime according to 
Clemens?



Potential economic benefits of changing 
the existing migration regimes

Clemens, Michael A. 2011. “Economics and Emigration: Trillion-Dollar Bills on the Sidewalk?” Journal of Economic Perspectives 25 (3): 83–106. 



Economic effects of migration

• Individual-level
• Society-level:
• Origin
• Destination



Individual-level economic 
effects of migration
• Glaeser and Maré (2011): productivity increases

• Glaeser, Edward L., and David C. Maré. 2001. “Cities and Skills.” Journal of Labor Economics, 19(2): 316–42.



Individual-level economic 
effects of migration vs. development aid
• Pritche^ (2018):
• Strongest long-term positive effects of 

a development intervention: 
BRAC’s Targeting the Ultra Poor (TUP)
• Income gain from allowing beneficiaries of 

TUP to work in high productivity 
countries—40 times larger
• Implication: “Simply allowing more labor 

mobility holds vastly more promise for 
reducing poverty than anything else on the 
development agenda.”
• Pritchee, Lant. 2018. “Alleviating Global Poverty: Labor Mobility, Direct Assistance, 

and Economic Growth.” Washington, D.C.: Center for Global Development.



Economic effects of migration 
on countries of origin
• Effects on countries of origin:
• Lower productivity, or ‘brain drain’?
• Remieances
• Wage increases:

• Mishra (2007): emigration of Mexicans to the United States between 1970 and 
2000 may have caused an 8 percent increase in Mexicans' nominal wages in 
Mexico
• Mishra, Prachi. 2007. “Emigration and Wages in Source Countries: Evidence from Mexico.” Journal of Development Economics, 

82(1): 180–99.



Economic effects of migration 
on destination countries
• No documented case of declines in GDP or massive declines in 

public-service provision at the destination caused by 
immigration
• Glaeser and Maré (2011): productivity increases

• Glaeser, Edward L., and David C. Maré. 2001. “Cities and Skills.” Journal of Labor Economics, 19(2): 316–42.

• Building Markets (2017): since 2011, Syrians in Turkey have 
invested nearly $334 million into 6,033 new companies
• Building Markets. 2017. Another Side to the Story: A Market Assessment of Syrian SMEs in Turkey. 

hep://buildingmarkets.org/sites/default/files/pdm_reports/another_side_to_the_story_a_market_assessment_of_syrian_smes_in_turkey.pdf/ 



Economic effects of migration 
on destination countries
• High-skill labor:

• Khanna and Morales (2017): the H-1B scheme led to a tech boom in both 
India and the United States, inducing substantial gains in firm productivity 
and consumer welfare

• Khanna, Gaurav, and Nicolas Morales. “The IT Boom and Other Unintended Consequences of Chasing the American Dream.” 
hDps://www.cgdev.org/publication/it-boom-and-other-unintended-consequences-chasing-american-dream/

• Low-skill labor:
• Kremer and WaN (2009): positive effects of low-skill labor availability on 

the productivity of high-skill labor, particularly women’s labor
• Kremer, Michael, and Stanley WaD. 2009. “The Globalization of Household Production.” hDp://www.cgdev.org/doc/events/Migration 

%20Conference,%205.26.09/Michael_Kremer _Paper.pdf/

• Borjas (2017): influx of Cuban refugees to Miami reduced the wages of low-
skill American workers

• Borjas, George J. 2017. “The Wage Impact of the Marielitos.” ILR Review.

• But: Clemens—finding is spurious
• hDps://www.cgdev.org/blog/what-mariel-boatlift-cuban-refugees-can-teach-us-about-economics-immigration



Economic effects of migration



Why do migration regimes 
detrimental to (economic) 
development exist?



Politics of migration
• Number of people who believe that there are currently too many 

immigrants in their country:
• Canada: 17%
• France: 33%
• Germany: 27%
• Italy: 53%
• The Netherlands: 27%
• United Kingdom: 59%
• United States: 37%

• Clemens, Michael A. 2011. “Economics and Emigration: Trillion-Dollar Bills on the Sidewalk?” 
Journal of Economic Perspectives 25 (3): 83–106. 

• Mayda (2006): wealthier, beEer-educated, and less-nationalist 
individuals in rich destination countries have more favorable 
aEitudes toward immigration

• Mayda, Anna Maria. 2006. “Who Is Against Immigration? A Cross-Country Investigation of Individual ADitudes toward Immigrants.” Review of Economics 
and Statistics, 88(3): 510–30. 



Politics of migration

• Theresa May: “if you believe you’re a citizen of the world, 
you’re a citizen of nowhere”



Politics of migration



Politics of migration



Next week

• Review class
• Last day to submit wri^en work on Wednesday, April 29
• Final exam:
• Two parts:

• Essay, due at 10 am on Friday, May 1
• Short answers, 9-10 am on Friday, May 1


