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What Does the Paper Do

Uses data on a sample of migrants in Italy.

Examine “formal” vs. “informal” workers.

Documents a sharp rise in wage differential during great recession.

Documents opposite change in relative employment?
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What Does the Paper Do

Rationalizes this result with a standard dual (à la Harris-Todaro) model of
the labour market and a common demand shock.

Claims: severe frictions to transition from formal to informal employment.

Claims: if wages free to adjust in the formal labour market, employment
would have not fallen as much.
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Contribution

Simple maybe powerfull model to explain some stylized facts in an established
tradition (à la Gary Fields) but ...

Unlikely to provide credible clean evidence of LM regulations (which
regulations?)

some confusion between diff vs. diffs in diffs

GE not quite appropriate

Welfare implications?
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Empirical Exercise

Wages

1 Informality unlikely to be randomly allocated.

interact sector + individual characteristics with shock

2 Not an intrinsic worker characteristics.

selection
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Figure: Employment in formal and informal markets, by gender
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Table: Employment in the formal/regulated and informal/unregulated sectors
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Table: Employment in the formal/regulated and informal/unregulated sectors with year dummies, full sample.
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