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FEHRNM? HFWH, ELFENELTLRY, KNETZALFH KK
N5 T H R R 7

EREZFFEXRT, EHREMELTEARFPITABI R ZERNG X R,
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Abstract This paper builds a two-sector growth model to investigate interactions be-
tween economic structural change and the skilled-unskilled wage gap. We show that when the
technological choice in the modern sector is endogenous to the structure of labor supply,
structural change affects the wage gap not only through its impact on labor supply, but also
through labor demand. We argue that during the process of structural change. it is possible
that the modern sector increases its demand for unskilled labor by adjusting its technological
structure resulting in both higher growth rates and narrower wage gaps.
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