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Individuals living in poorer areas usually perform worse on several socioeconomic 

dimensions. There is a growing concern that climate change could be more harmful to vulnerable 

populations in rural areas of developing nations. An important coping strategy that could help to 

attenuate the welfare impacts of climate change is internal migration. It can be a powerful tool to 

fight poverty and, hence, play a key role in reshaping the economic geography of lower-income 

countries.  

 

Estimating the impact of migration on the native population in destination regions is difficult. 

Firstly, from a purely empirical point of view, the decision of whether to migrate and where to 

move to is not random and may correlate with economic outcomes at the destination. Such 

feature may introduce confounding factors that will bias the estimates. Moreover, the arrival of 

migrants does not affect all local individuals in the same way. While some may benefit from an 

increase in demand for their skills, others may suffer due to increased competition in the labor 

market, potentially leading to higher wage inequality.  

 

In this paper, we study the impact of internal migrants escaping from droughts in the Brazilian 

Semiarid on labor markets at the destination. 

In order to circumvent the estimation challenges,  

we propose a 2-step instrumental variable procedure. Firstly, we instrument migration outflow 

from the Semiarid with rainfall deviations from historical averages in order to predict the number 

of internal migrants leaving their hometowns. Then, we assign a share of the predicted outflow 

according to the preexisting network in each destination based on the migrant's municipality of 

origin. 

 

We find that for every 50 migrants 3 native workers in the formal sector lose their job and 1 

moves to the informal sector. The effect on the average wage of native workers is small and 

insignificant. However, this result masks considerable heterogeneity. The effect is significantly 

negative for workers below the 20th percentile of the wage distribution and positive for those 

higher up on the wage ladder. 

Our results help to explain the increase in income inequality observed in destination 

municipalities in 1970-1990.


