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An Attempt to Reformulate Harris=Todaro Model Based on Optimal Stopping Theory
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Abstract

This study sequentially monitors stochastic fluctuations on urban wages, targeting
households deciding the timing of migration from small towns to large cities and
analyzing the nature of the Harris—Todaro economy, where urban wages perform
stochastic variation. One of the objectives is to, in addition to combining the optimal
stopping theory and the Harris—Todaro model, build a model incorporating linkages of
multiple economic agents. This study concludes that in a stochastic Harris—Todaro

economy, welfare increases through an increase in uncertainty of urban wages.
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