
Focus on research

International migration decisions and 
costly information acquisition

  Published on July 16, 2020 – Updated on September 8, 2020

Dates

on the July 17, 2020

International migration decisions 
and costly information 

acquisition

Migrants are confronted with the uncertainty about the returns that the might enjoy in the various 

destinations, and they can decide to gather information in order to reduce this uncertainty. 

Including costly information acquisition in the location-choice problem that migrants face allows us 

to refine our understanding of the pro-cyclical character of international migration flows.
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informations-218587.kjsp?RH=1505391225734#/admin)

The decision about whether and where to migrate is portrayed as an investment decision that reflects a 

comparison of the private returns and costs of moving to the various alternative destinations (see the 

seminal contribution by Sjaastad, 1962). However, potential migrants might not have access or be able to 

process all the information that is relevant for this key location choice. Empirical evidence reveals that 

migrants can have significantly biased expectations about their earnings in foreign labor markets 

(McKenzie et al., 2013), and a highly imperfect knowledge of the costs and risks associated to moving 

across borders (Shresta, 2020). This, in turn, suggests that migrants could take deliberate actions to 

acquire information, and hence narrow down uncertainty, before deciding where to move.

The recent theoretical contributions, that have extended discrete choice models by allowing for a costly 

information acquisition about the alternative-specific individual payoff (Matjka and McKay, 2015; Caplin, 

Dean and Leahy, 2019), offer a suitable theoretical framework to put uncertainty back at the core of the 

micro-foundation of a migration gravity equation. Acquiring more informative signals about the payoffs of 

the various alternatives in the choice set leads to a higher cost for the migrants, so that the decision about 

the optimal information acquisition strategy is driven by a comparison between the cost of the signals and 

the ensuing improved ability of the migrant to opt for the utility-maximizing alternative.



We are able to provide an explicit analytical solution to the location-decision problem with costly information 

acquisition that migrants face under suitable distributional assumptions. The solution of the model offers a 

key insight: migration flows originating from countries where migrants face a higher cost of acquiring 

information will be less responsive to variations in the economic conditions in the various destination 

countries, as migrants will (rationally) decide to invest less in information acquisition. The theoretical 

analysis also offers a way to circumvent the problem related to the fact that the origin-specific cost of 

information acquisition is unknown to us. Following Dasgupta and Mondria (2018), we can demonstrate that 

this key parameter is monotonically related to the share of past migration flows directed to the main origin-

specific destination. This allows us to build an empirical counterpart of this parameter of the theoretical 

model.

We rely on data on bilateral flows to estimate a specification of the migration gravity equation that allows us 

to test whether, as implied by the theory, the effects of variations in economic conditions at destination on 

bilateral migration flows to all destinations are smaller for origin countries with past migration flows that are 

more concentrated into a single destination. The estimates are consistent with this theoretical prediction, 

and robust to a number of competing explanations, e.g., binding liquidity constraints, for the pattern that we 

uncover in the data is not compatible with the one that could be generated by a canonical discrete choice 

model without information frictions.

Migration flows originating from countries where migrants face a lower cost of information acquisition have 

a stronger pro-cyclical behavior as migrants can afford (and find optimal) to acquire more precise 

information before moving, and hence are better able to fine-tune their choices to varying conditions in their 

potential destinations.
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