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Abstract

I study conditions under which a low-skill economy can grow its skilled labor force
in the presence of brain drain. This occurs when skill premiums are low, and there are
individuals in the economy who can afford an education. The model is calibrated to
data on 23 low and middle-income countries. For 22 of the 23 countries, any increase
in the rate of skilled emigration leads to a decline in the steady-state proportion of
skilled workers. This is because increasing emigration rates does not affect current
schooling costs which are binding at the margin. I provide some empirical evidence
that the cost of education is relatively high in these countries, and that costs are likely
binding because of the (un)availability of student loan programs. For brain drain to
lead to a net increase in human capital, reducing education barriers and relaxing credit
constraints are important policy responses.
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1 Introduction
A brain drain is the emigration of high-ability skilled labor from developing to developed
countries. Skilled workers are attracted to developing countries by relatively higher wages
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