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Preface

The Urban Institute is concerned with un¢ iployment and low
income problems in cities and is seeking sol ions in part through
the analysis of labor supply and demand witl:.n metropolitan labor
markets.

Domestic migration both affects and is affected by condi-
tions in urban labor markets. On the one hand, migration affects
the size and composition of the labor force. On the other hand,
the tightness of the labor market and the wages offered in the
labor market affect the amount of migration.

This study focuses on the economic bencfit deriveu from
migration by the migrant himself. It presents a methodology for
computing monetary benefits, an estimate of these benefits, and
the implication of the findings for pubiic policy. An earlier draft
of this study served as a basis for a seminar held at The Urban
Institute in February 1970 for persons representirg a variety of
public interest groups and government zgencies; this version incor-
porates certain insights and issues raised at that time.

The importance of the report lies not enly in the hypotheses
that it supports and quantifies, but also in helping correct serious
misconceptions about migration and its implications for cities.

The Department of Housing and Urban Development pro-
vides funds for The Urban Institute’s urban employment studies
program, of which this migration research is a part. The findings
and conclusions are those of the author and do not necessarily
reflect the views of the sponsor.

Harvey A. Garn

Senior Program Manager

Urban Development and Processes
Washington, D.C.
March 1970
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1 Domestic Migration
and Public Policy

The natural incrcase of the population and migration’ jointly
determine the geographic distribution of population within the
United States. It is not surprising, therefore, that persons inter-
ested in preserving present population patterns or in modifying the
directions in which the population appears to be shifting have
proposed either the halting or the redirecting of migration flows.
For example, there are proposals to halt migration into the cities,
to divert migration into medium-ized cities, and to encourage
migration into new towns or new cities.

To determine what constitutes an ideal distribution of popu-
lation would be a staggering job, involving such issues as the
optimal rate of economic growth, the distribution of income and
wealth, economies of scale, external economies and external dis-
economies in production of goods and services, and innumerable
social, psychological, ecological and political issues. A more
modest and realistic goal is to improve the distribution of popula-
tion through messures that help the people who move, the cities,
towns or rural areas from which they leave, and the receiving
areas.

Yet there is a surprising lack of knowledge—and a good deal
of misinformation—about the magnitude of migration, the charac-
teristics of migrants, and the determinants and impacts of migra-
tion. Thus, the chances are that policies proposed to improve the
distribution of population might do no good, or even do harm.

1. Migration in this report rclates cntircly to moves from onc part of
the United States to another and docs not deal with immigration.

3/ 9
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10 THE MONETARY REWARDS OF MIGRATION WITHIN THE U.S.

The major purpose of this study is to report on some results
of research directed at onc aspect of the migraiion issuc—namely,
the economic benefits of migration to the migrants “hemsclves. In
order to place this rescarch in perspective, the policy issues con-
cerning migration will be explored, and other rescarch which sheds
light on these issucs will be briefly outlined.

Every year, approximately onc of every six Americans moves.
In a recent year, nearly 36,000,000 people changed residence. Of
these, 12,949,000 moved from one county to another, 6,625,000
moved from one state to another, and 3,574,000 moved from one
region to another.? Thus, a vast majority of movers moved only
short distances. Those short-distance movers who arc mcrcly
moving from one location to another within the same metropoli-
tan areas will not be defined as migrants in this study. This docs
not imply that intra-metropolitan migration is a minor issue.?

Policy makers at all levels of government often perceive
migration as having powerful social and economic impacts. City
officials oftcn blame inigration for overerowded schools, ex-
paading welfare rolls and unbalanced budgets. But in-migration
also creates demand for locally produced goods and scrvices and
makes possible a rapid expansion of employment without strong
upward pressrre on wages. At the same time, officials in rural
areas blame migration for the loss of their most talented young
people. The education of future out-migrants drains limited rural
resources. On the other hand, out-migration reduces the competi-
tion for jobs as long as the number of jobs does not decline. This
may in the short run reduce unemployment or raise wages. It is
fair to assume that people decide to move or stay, not because
of the economic or social impacts on the places of origin or

2. US. Bureau of the Census, Current Population Reports, Series
P-20, No. 193, “Mobility of the Population of the United States: March 1963
to March 1969, U.S. Government Printing Office, Washington, D.C., 1969.

3. Indeed, the movement of whites from the central city to the sub-
urbs of most major metropolitar: areas has contributed both to the decline of
the proportion of the central city population whict *  hite and to the fiscal
crisis of central city governments.

(o)



DOMESTIC MIGRATION AND PUBLIC POLICY 1]

destination, but because of the perceived benefits to themsclves.

There is no coherent public policy at the federal, state, or
focal levels to deal with this complex situation. Instcad, therc is
one group of programs and proposals designed to influence migra-
tion and another group of programs and proposals not designed
for that purpose which nevertheless have substantial impact upon
migration even though this impact frequently is overlooked.

Economic development programs for rural areas and towns,
migration subsidy and counseling programs, and proposals to elim-
inate inter-state differences in welfare payments are all designed in
part to affect migration. One purpose of rural economic develop-
ment has been to stem out-migration. Migration subsidy and coun-
y seling programs are intended to improve the welfare of individual
[ migrants by permitting them to locate in areas where they will
have the greatest economic opportunity. One purpose of equal-
izing welfare payments is to eliminate an allegedly inappropriate
stimulus of migration. (The underlying assumption is that, for
some individuals, the presence of relatively high welfare payments
in an area either stimulates inappropriate in-migration or discour-
ages appropriate out-migration.)

Many federal government activities have regional effects—
favoring some places rather than others—and inevitably affect
migration. Among those with a substantial impact are: (1) defense
procurement, (2) location of facilities or offices that boosi federal
employment, (3) agricultural subsidies, and (4) tariff policies. De-
fense procurement contracts are often concentrated in particular
areas, such as the West Coast with its defense industries, so that
the heavy concentration of new employment opportunities stimu-
late in-migration. Similarly, growth in federal employment in the
Washington, D.C., metropolitan area induces sizable in- migration.
Subsidies and tariffs protect some industries that are located in
particular regions. In the case of areas with declining industries,
subsidies and tariffs that retard the decrease in employment will
cause net out-migration to take place more slowly.

State and local governments can influence the location of
employment--and thus, indirectly, migration—through the levels
and type: of taxation and through subsidies, including industrial

T A
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12 THE MONETARY REWARDS OF MIGRATION WITHIN THE U.S.

development bonds. They also set levels of welfare payments and
provide a wide range of public scrvices—all of which may have
direct or indirect effects upon migration.

The point is not necessarily to criticize these government
programs but to stress that their effects on migration normally are
not assessed. Governments do not know the magnitude of these
effects or the impact of the resulting migration upon the welfare
of individuals, cities, regions or the country as a whole.

Prevalent Myths

The rest of this chapter will deal first with what is known about
migrants and migration, and then outline areas which need further
exploration. The prevalence of a number of myths about migra-
tion suggest the usefulness of separating fact from fiction before
dealing with the specific research of this study.

Migration is commonly viewed as massive, mostly rural in
origin, and disproportionately black. Migrants are commonly
viewed as poorly educated, prone tc unemployment, likely to be
on welfare, likely to riot and rather unsystematic in their choice of
destinations. As will be seen, viitually all of these impressions are
false.

The Size of Migration Flows

Migration in the United States has been of sizable proportions.
'Whether inter-county, inter-state, inter-regional, or international it
has been largely responsible for the steady urbanization of the
United States, transforming a nation that was over 95 percent
rural in 1790 to one that is over 70 percent urban today. The flow
from the farm to the city has persisted over the entire period of
this country’s existence.?

Migration results in sizable net transfers of population from
some regions to others. For example, between March 1966 and
March 1967, 1,022,000 people migrated from the South to the

4. U.S. Bureau of the Census, 1960 Census of Population, United
States Summary, U.S. Government Printing Office, Washington, D.C., 1961.

3



DOMESTIC MIGRATION AND PUBLIC PC .Y 13

West, while only 657,000 people migratcd from the West to the
South.®

It is easy, however, to cxaggerate the current importance of
migration flows. Two flows which have been persistently given
overemphasis are the flow of people off farms and the flow of
Negroes from the South to the North.

The average annual net out-migration from farms has fallen
from 1,115,000 during 1950-1955 to 711,000 during 1965-1968.
This is due to the decrease in the size of the farm population (now
only about 10 million persons) rather than a decline in the propen-
sity of farm residents to migrate.”

The average annual net migration of nonwhites from the
South has declined from about 160,000 per year during
1940-1950 to about 145,000 per year during 1950-1960 and to
less than 90,000 per year during 1960-1969.% This is in spite of an
increase in the Southern Negro population from less than
10,000,000 in 1940 to over 11,500,000 in 1969.° Furthermore,
only about one-third of the increase in the Negro population in
central cities is due to net migration.'® The rest is due to the
natural increase of the population already there.

5. U.S. Bureau of the Census, Curreat Population Reports, Series
P-20, No. 171, “Mobility of the Population of the United States: March 1967
to March 1968, U.S. Government Printing Office, Washington, D.C., 1968.

6. U.S. Department of Agriculture, Economic Research Service, “U.S.
Population Mobility and Distribution,” ERS-436 (1969), p. 33.

7. With the current concern about racial matters, it would be much
preferred to be able to speak specifically of Negroes, American Indians,
Orientals and so forth. But one is constrained to fall back on the term
nonwhite because the Census data-collecting system often lumps together all
except whites in that category. Since 90 percent of all nonwhites in the
United States are Negro, the nonwhite category frequently is used as an
approximation of Negro statistics. Where statistics are available, the term
Negro or Black is used to so indicate.

8. U.S. Bureau of the Census, Current Population Reports, Series
P-23, No. 29, “The Social and Economic Status of Negrocs in the United
States, 1969,” U.S. Government Printing Office, Washington, D.C., 1969, p.
5.

9. Ibid.

10. Ibid., p. ix.
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14 THE MONETARY REWARDS OF MIGRATION WITHIN THE U.S.

Personal Characteristics of Migrants

Migrants tend to have personal characteristics different from a
typical cross-section of the population. Migrants, on the average,
are younger and better educated than the rest of the population.!!
City-to-city migrants are generally better educated than the aver-
age resident of either the origin or destination city.!? Nonwhite
rural-to-urban migrants are better educated than the average non-
white resident at the origin but somewhat less educated than the
average nonwhite at the destination.!® Nonwhite rural-to-urban
migrants are about as likely to be employed as other nonwhite
urban dwellers.'* A higher proportion of whites migrate than non-
whites. Furthermore, in a study of nine central cities chosen
because of heavy nonwhite in-migration, all but one of the cities
had (in absolute nuinbers) significantly more white rural-to-urban
migration than nonwhite rural-to-urban migration.!S The reason
why central cities are becoming increasingly black is related more
to the out-migration of whites than to the in-migration of blacks.

The Benefits of Migration

It car be assumed that people ir. a free society seek to maximize
their satisfaction. There is no reason to suppose that migration is
not part of this phenomenon. Indeed, many people concerned
about migration have pointed to thc importance of economic
motivation.

To the extent migration is profitable, this would appear to
result in part from the differentials in wages between regions and

11. John Lansing and Eva Mueller, The Geographic Mobility of Labor
(Ann Arbor; Survey Research Center, 1967), pp. 39, 43.

12. Karl and Alma Tauber, Negroes in Cities (Chicago, 1965), pp.
134-135.

13. U.S. Bureau of the Census, 1960 Census of Population, Mobility
for Metropolitan Areas, U.S. Government Printing Office, Washington, D.C.,
1961.

14. Ibid. This is true even after adjusting for age.

1. Ibid. The nine cities were Atlanta, Baltimore, Chicago, Detroit,
Mewark, New York, Philadelphia, St. Louis, and Washington. Newark was the
exception.

e
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DOMESTIC MIGRATION AND PUBLIC POLICY 15

between rural and urban areas. These differcntials have diminished
but not disappeared over time.

Previous work offers strong evidence ihat at least certain
categories of migrants derive substantial economic benefits from
migration. For example, Lansing and Morgan found that heads of
families who grew up on 2 farm but moved to an urban area
earned, in 1964, an average of $1,519 a year more than those who
remained in a rural area.!® Migration appears to flow toward
places with low unemployment and high income, although places
with high unemployment and low incomes do not necessarily ex-
perience exceptionally large gross outflows of migrants.'” The
tendency of migrants to be young also has been related to eco-
nomic incentives.'3

This study sought hoth to verify that migration brings eco-
nomic gains and to quantify the extent of such gains for many
different categories of migrants.

The Unknowns

Although a good deal is known about migration, much research
remains to be done if there is to be a sound basis for a coherent
public policy on migration. The most serious gaps in knowledge
have been (1) the benefits and costs of migrating for the individual
migrant, (2) the impact of government programs upon migration
flows, (3) the impact of migration upon the sending and receiving
areas, and (4) the impact of migration upon the national economy.

Analysis of item (1) is the major emphasis of this study so
that items (2), (3), and (4) will receive little attention. Moreover,
estimation of the impact of migration upon the sending and re-

16. John B. Lansing and James N. Morgan, “The Effect of Geographi-
cal Mobility on Income,” Journal of Human Resources, Vol. 11, No. 4
(Fall, 1967), pp. 449-460.

17. Out-migration seems to depend largely on the age composition of
an area’s population. The more young people, the heavier the out-migration.
See Ira Lowry, Migration and Metropolitan Growth (San Francisco, 1966),
pp. 23-30.

18. This was first pointed out by Gary Becker in Human Capital (New
York: National Bureau of Economic Research, 1964), pp. 50-51 (fn. 20).

14.,:
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16 THE MONETARY REWARDS OF MIGRATION WITHIN THE U.S.

cciving areas (item 3) is particularly difficult, partly because the
benefits and costs are difficult to measure, and partly because
benefits and costs are difficult to define. Some essential elements
requiring analysis for this purpose include estimates of migrants’
use of public services and facilities, their contributien to tax-rev-
enues, their impact on racial mix, their role in promoting eco-
nomic growth and their effoct on crime in the receiving area.
Similarly, for the sending area it is important to estimate the funds
spent on future out-migrants, the effect of their leaving on local
wages and employment opportunitics, the reduction in tax rev-
enues and use of public facilities, and the effect on economic
growth.

Calculation of the economic gain for the individual migrant is
the subject of the remainder of this paper. Given knowledge about
the individual benefits, and additional work on the impact of
migration upon sending and receiving areas, decision-makers will
be better able to design policies consistent with their goals.

15 ¢
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2 An Economic

Theory of Migration

Migration as an Investment in Human Capital

Migration can be viewed as an investment in human capital.'® The
migrant incurs costs—primarily moving costs and foregone earn-
ings—in the expectation of an increased flow of income in the
future. In reality, many others factors also influence migration
decisions, so this view is an abstraction. However, the abstraction
is potentially a useful one to the extent that economic factors do
influence migration flows.

Migration can increase a migrant’s expected future income in
at least three important ways. Since there are variations from place
to place in basic wage rates, in opportunities for training and
education (including differences in quality) and in the economic
rewards for attained skills, migration may permit thosc who
move to more advantageous locations to make more profitable
investments in human capital.

For each possible location, including the one where the in-
dividual is presently located, there is an optimal portfolio of in-
vestments in human capital (which may or may not be constant
over time). The return to migration?° to a particular destination
can be defined as the difference between the present value of tie
lifetime income flow at the destination (given an optimal program

19. The seminal article on this point is Larry Sjaastad, “The Costs and
Returns of Human Migration,” Journal of Political Economy (Supplement),
LXX, No. 5, Part 2 (October, 1962), pp. 80-93.

20. The term “return to migration” is used in this study solely to mean
the economic benefit attributable to migration.

16




18 THE MONETARY REWARDS OF MIGRATION WITHIN THE U.S.

of investment in human capital there) and the present value of the
lifetime income flow at the origin (again, given an optimal pro-
gram of investment in human capital at the origin) less the costs of
moving and of switching from the origin portiolio to the destina-
tion portfolio.

The prospective migrant can make only a crude calculation of
this return and may take non-economic considerations into ac-
count. A procedure which a prospective migraat can follow is to
calculate an expected return based upon the likelihood of occur-
rence which he assigns to various possible income differentials
between the origin and destination over time.

Turning from the complex reasons, non-econcmic as well as
economic and subconscious as well as conscious, that might lead a
person to migrate, assume that a prospective migrant currently
residing at a particular location A is concerned with—~and able to
calculate—the expected economic benefits of moving to each of J
other locations. The prospective migrant is not necessarily as-
sumed to be able to perceive with certainty what the income
differential y!(t) between location A and each location j § = 1,
««.» J) will be at various times in the future. Inst=ad it is assumed

that he can assign a probability of occurrence, P! (Z pi = 1), to

1
each of a finite number of income differential paihs, yg, for each

location.

The prospective migrant’s expected economic benefit, E(Zi),
from migrating to location j is given by

EZ) = 2ol of T [ertyl 9] )

where r is the individual’s rate of time discount and T is the
expected year of death. If U is the expected cost of moving plus
the expected cost of switching to the human capital portiolio
optimal at location j, then the expected return, R, to migration to
location j is given by

R = KZ)-C (2)

BisAs
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AN ECONOMIC THEORY OF MIGRATION 19

If we assume that a migrant decides to move solely on the
basis of economic considerations, he would use as a decision rule—if
the return, R}, to migrating to any location j, is positive, choose
that j as a destination which maximizes R’; otherwise stay at the
origin.

if the prospective migrant takes into account “psychic” fac-
tors, the net psychic cost, P/, must be subtracted from the ex-
pected return to obtain the “real” return, Q). (Psychic costs may
be either positive or negative.) Thus,

ol = [Z NGO dt] - Ci - Pi 3)

Most of the variables in equation (3) take on different values
depending upon the individual making the decision. Some of these
variables may be related to demographic characteristics describing
the migrant. Some are related to labor market conditions in differ-
ent geographic areas. Yome may relate only to the psychological
make-up of the prospective migrant. In the next section, this ex-
pected return and the variables upon which it depends will be
analyzed, and hypotheses about the realized return of actual mi-
grants will be developed.

Some Hypotheses about the Return to Migration

The return to migration actually realized by migrants is related to
their decision to migrate, which is based on the anticipated bene-
fits calculated by the prospective migrants. This is because the
group of iadividuals who have actually moved will have, according
to the theory advanced in the last section, expected a positive real
return to result from migrating and should have chosen as a des-
tination the place offering the largest real return.

The realized return is also related to market conditions as
they actually have been (as opposed to how migrants perceived
them). Thus, the ieturn actually realized by migrants is the result
of both their perceptions of how the world was going to look and
how the world actually turned out to be.

18:;
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20 THE MONETARY REWARDS OF MIGRATION WITHIN THE U.S.

The Return to Migration and Its Relation to Origin
and Destination

To analyze geographic wage differentials one could divide the
United States in many ways. Two common divisions are the
South-North and the rural-urban. Victor Fuchs has documented
the existence of both differentials, showing that the race, sex, age
and education of the population residing in these four scctors
cannot fully explain the differentials.?! Further, Fuchs shows that
in urban areas, the larger the city, the higher the incomes. 2

This pattern of differentials leads to a related set of hypoth-
eses. First, migration from South to North should pay off. Sccond,
migration from rural areas to cities should pay off. Third, the
return should be larger for large cities than for small cities.

These liypotheses run counter to the conjecture that migrants
carry with them a rural or Southern essence which prevents them
from adjusting to life in the city or in the North, and leaves them
little better off than they were before moving.

The Return to Migration and Its Relation to Education

The relationship between the return to migration and education is
complex.

Fuchs found that the relative wage differential between the
South and the rest of the country is smaller for persons with high
levels of education.?> And he found no clear evidence that a high
educaticn level exerted the same moderating influence on wage
differentials between rural and urban areas, or among urban areas
of different size.??

However, the situation is less clear-cut when you look at
dollar differentials rather than dollar ratios. Since the wage differ-

21. Vietor R. Fuchs, Differentials in Hourly Earnings by Region and
City Size, 1959 (ccasional Paper 101; New York: National Bureau of Eco-
nomic Research, 1967).

22. Ibid., pp. 10-16.

23. Ibid., p. 23.

24. Ibid., p. 24.
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P

entials among education classes arc quitc large, the absolute wage
differentials betwcen South and Norih, between rural areas and
urban areas, and among urban areas of different size bear little
relation to the levels of cducation. For example, both the 44%
North-South diffcrential for persons with 0-4 ycars of education
and the 26% North-South differential for persons with 5-8 years of
education amount to about a 50¢ an hour differential. Further-
more, it is possible that perceptions of the return to migration
may vary with the level of education. It seems reasonable to
assume that poorly educated persons are less likcly than the well-
educated to have accurate information upon which to compute an
. expected return. Thus, the less-educated would be more likely to
choose as destinations places which do not offer the best chances
for a large return.

Hence, we hypothesize that the return to migration increases
with level of education. However, the relative annual income dif-
ferential may not increase with level of education since relative
wage differentials decrease with increasing levels of education.

The Return to Migration and Its Relation to Age

Migrants tend to be young. The median age of all migrants in the
United States is 23 years while the median age of non-movers is 30
years.?® Gary Becker has advanced the explanation that persons
for whom migration is profitable find a strong incentive to move
early. This is due not to a difference in the length of the payoff
period, per se, but rather to the loss of the earl* years of payoff
which are discounted the least.? Thus, he show.d that, as viewed
by the potential migrant at an early age, the prospective return to
immediate migration will be considerably larger than thc prospec-
tive return to migration sometime in the future. We shall be able
to quantify this difference.

25. U.S. Burcau of the Ccnsus, Current Population Reports, Serics
P-20, No. 193, “Mobility of the Population of the United States: March 1968
to March 1969,” U.S. Government Printing Office, Washington, D.C., 1969.

26. Gary Becker, Human Capital, pp. 50-51 (fn. 20).
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Another possible explanation can be given for the higher
migration rates for young people. A young person with few family
tics or responsibilities can move easily and quickly, and he can
) afford to take career risks in the hope of larger future gains (in
contrast to the pressures for caution and conservatism that often
bear on an established home and family).

The Return to Migration and Its Relation to Race

The relative wage differentials betwecn South and North and
between rural areas and cities are larger for nonwhites than for
whites.?” (The income base is smaller for nonwhites, so the abso-
lute rural-urban differential is about the same for whites and non-
whites. Even the aksolute North-South differential is larger for
nonwhites.) This would imply that the return to South-te-North
migration should be higher for nonwhites than whites, but that the
absolute return to rural-to-urban migration should be about the
same for nonwhites and whites. (This assumes that, holding educa-
tion constant, nonwhites are as knowlcdgeable about oppor-
tunities as whites.)

- The Return to Migration and Its Relation to Sex

Females who are heads of families are less iikely than males to
have other adulis at home to help care fu children. Thus, the
females may be more likely than males to withdraw partially from
the labor force if they receive wage increases through migration.
Furthermore, the opportunity to receive welfare payments is
much more available to the female heading a family than to the
male. To the extent that welfare payments are higher in Northern
and urban states, -there is less incentive for females to work there
than in rural areas and the South.

Both of these factors tend to work in the direction of
reducing the return to migration. Hence, it is hypothesized that
the return to migration will be less for females than for males.

27. Fuens, pp. 7, 12.
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Earriings Differentials Over Time

There is no reason to expect that the annual earnings differential
attributable to migration is constant over time. On the contrary,
due to the problems of labor market search, lack of knowledge
about opportunities in the new location, adjustment to a new
«ocial environment, and investments in training, a new arrival to a
region or city may experience a period in which his earnings
decline or, at least, do not increase. Thus, we hypothesize that the
earnings differential, which leads to a positive return to migration,
occurs either in reduced size or not at all during the first few years
after migration.
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3 The Method of Analysis

In this chapter the hypotheses outlined earlicr are tested using
multiple regression analysis to obtain an estimate of the annual
earnings differential attributable to migration. Earnings of the
family head are used as the dependent variable and age, education,
migration status, race and sex used as explanatory variables. (Ob-
servations on these variables are available from the 1967 Survey of
Economic Opportunity.) This procedure assumes that each of the
explanatory variables influences income and consequently that
certain amounts of income can be attributed to each of them.

The Appropriateness of the Classical
Linear Regression Model

Before fuily specifying the model, several u:fficulties with this
approach can be discussed. These difficulties revolve around the
appropriateness of the classical linear regression model.

First, the variables used to explain income are likely to be
correlated with one another. (For example, there is an inverse
correlation between age and education.) There are two sub-cases:

L. If both of two highly correlated variables are included in
the equation, estimates of the regression coefficients are morc
likelv to be insignificant. Since we are interested primarily in the
regression coefficient of the migration variables, this is not a
serious problem provided the multi-collinearity is confined to the
other explanatory variakles. If, however, the migration variables
are correlated with other explanatory variables, the reliability of
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the estimate of the carnings differential attributable to migration
will be reduced.

2. If one of the corrclated explanatory variables is not in-
cluded in the estimated equation, ¢ither through improper theoret-
ical specification or lack of data, and che migration variable is
correlatcd with it, the migration regression coefficient may be
biased.

On the basis of available statistical evidence and on a priori
grounds, it seems likely that both of these difficulties arc present.
As we noted earlier, age and education arc inversely correlated.
Propensity to migrate and age are also inversely corrclated.
Furthermorc, it seems likely that propensity to migrate is dircctly
correlated with ability and ambition—neithcr of which can be
included in the equation due to lack of data. (To the extent that
ability and ambition are correlated with educational attainment,
this omission is accounted for in the best available way and is less
serious.) If the migration variable is acting to some extent as a
proxy for other variables directly correlated with it and positively
correlated with income, the regression coefficient of the migration
variable will be biased upward. Hence, the estimate of the return
to migration should probably be regardcd as an upper limi. to the
actual return.

Second, the estimated return is the average return rather than
the marginal return. The fact that the first thousand migrants to a
city receive a large return on the average does not imply that the
next thousand migrants will receive the same return. At least in
the short-run, heavy in-migration is likely to exert downward pres-
sure on wages and upward pressure on the unemployment rate.

Third, the explanatory variables may not influence income
independently of one another. For example, the return to migra-
tion may be higher for persons with higher evels of educational
attainment. Interactions of this sort can be taken care of by in-
cluding as exglanatory variablcs ihe products of various combina-
tions o1 two or more of the explanatory variables. However, this
procedure has the disadvantage of making the analysis more
unwieldy and also using up extra degrees of freedom.
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Finally, the explanatory variables may not be linearly related
to income. There is evidence, for example, that neither education
nor age is linearly related to income. In cases where the proper
functional form is known, it can be estimated, for example, by
including higher order values of the expianatory variable. In cases
where the proper functional form is unknown, it can be approxi-
mated by dividing the explanatory variable into segments and
vsing dummy variables to estimate a step function. Utilization of
dummy variables, like inclusion of interaction terms, has the disad-
vantage of vsing up extra degrees of freedom. This problem is
puarticularly acute if two variables, both of which are being
analyzed via dummy variables, interact.

Migration Viewed as an Explanatory Variable

Migration is not a cimple dichotomous variable, as if it were a case
either of moving or of staying. Therc are interregional moves,
interstate moves, local moves, moves from rural to urban areas,
moves from urban areas of one size to urban areas of another size,
and so on. In addition, there are moves that took place one year
ago and moves that took place forty years ago. Since there is no
reason to expect the current earnings differential attributable to
migration to be the same for all categories of migration, several
migration variables need to be defined and a whole set of regres-
sion coersiicients computed.

In this study, we examine two major types of migration.?8
The first type is migration out of and into the Scuth. The second
type is migration into, out of, and ameng urban areas. Movements
within a given urban area and movemenis from one rural area to
another which do not cross the border between the South and the
rest of the country are not considered in this study. We shall
concentrate on South-North migration and rural-urban migration

28. Only moves occurring after the sixteenth birthday of the family
head are considered in this study. In the event of multiple moves, only the
most recent move of the family head is considered.
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since policy makers seem to be most conccrned with these particu-
lar flows.

With respect to migration into and out of thc South, each
observation in the sample falls into one of four categories The
four categories are Southern nonmigrant, Northern nonmigrant,
South-to-North migrant, and North-to-South migrant. With respect
to migration into, out of, and among urban areas, each observation
in the sample falls into one of eight categories. The eight cate-
gories are rural nonmigrant,?® urban nonmigrant,’® urban-to-urban
migrant, rural-to-small city31 migrant, rural-to-medium city??
migrant, rural-to-large city®® migrant, rural-to-very large city
migrant,3 and urban-to-rural migrant.

With this set of definitions it is possible to distinguish an
individual who is not a migrant with respect to the first (South-
North) type of migration but who is a migrant with respect to the
other (rural-urban) type of migration. For example, an individual
moving from a farm in Wisconsin to Chicago would not be a
migrant in terms of South-North movement, but he would be a
migrant of the rural-to-very large city category. An individual
moving from a farm in Mississippi to Chicago would be in two
categories of migrants: South-to-North migrant and a rural-to-very
large city migrant.

In some cases migrants have been divided into sub-categories
indicating whether the migrant moved 0-5 years ago, 6-35 years
ago, or over 35 years ago. This makes it possible to estimate
changes over time in the annual income differential attributabie to
migration. '

29. This category also iucludes migration within rural areas.

30. This category also includes movements within a given urban area.

31. A small city is defined as an urban place with population less than
50,000.

32. A medium city is defined as having a population between 50,000
and 250,000.

33. A large city is defined as having a population between 250,000 and
750,000. :

34. A very large city is defincd as having a population over 750,000.

b
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The Data

The source of data for the empirical analysis is the 1967 Survey of
Economic Opportunity (SEO). The survey was conducted for the
Office of Economic Opportunity by the Bureau of the Census and
is basically a supplement to the Current Population Survey. Addi-
tional questions were asked, and a national self-weighting sample
of 18,000 households was supplemented by an additional sample
of 12,000 drawn from counties with large nonwhite wopuiations.
In order to take advantage of as large a sample as possible and, in
addition, to make the part of the samplc representing the poor and
nonwhite populations as large as possible, the two samples have
been pooled.

The SEO file is constructed in such a way as to make it
possible to obtain information about households,>® ‘“‘interview
units,”?¢ and persons. The interview unit was chosen as the basic
unit to be analyzed since decisions about migration seem likely to
be undertaken by an entire family rather than separately by the
individuals comprising a family. This assumption does not rule out
the possibility that many families may move in two stages—the
family head moving first to scout cmployment and housing possi-
bilities and the rest of the family moving afterwards. The two
stages of such a move are clearly not independent of one another
and hence should not be treated as two moves.

Within the family we assume the family head to be the most
important person with respect to migration decisions and income-
earnings. Hence, we have used the earnings of the family head
(plus any business or farm income accruing to the family) as the
dependent variable in the analysis, and we have used the educa-
tional attainment, age, race, sex, and migration status of the
family head as the independent variables in the analysis.

35. A houschold is thc entire sct of persons (rclated or unrelated)
occupying a single housing unit.

36. An interview unit is either a family (which includes all rclated
persons in a household) or an unrelated individual.
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Income from other sources has been cxcluded from the anal-
ysis. These types of income include earnings by other members of
the family, dividends, rental income, and transfer payments.

Earnings by sccondary workers in the family ha e been
omitted because inclusion would introduce further conceptual
problems into the analysis. If, in general, income-earning oppor-
tunities for secondary workers are more available in the destina-
tion of migrants than they are in the origins, it is possible that this
additional opportunity is taken into account by the migrant and
constitutes part of the return to migration. Suppose, on the other
hand, that income-earning opportunities for secondary workers are
just as available in origins as they are in destinations. Suppose,
further, that whatever psychological or social factors tend to make
a family migrate also make it likely that the family will have
secondary wage earners. Then to include all of the earnings of
other members of the family would be a distortion since at least a
portion of the total would have been earned even if the family had
not moved. (Inclusion of earnings of secondary workers is a
possible extension of the analysis done here, provided that
the conceptual problems outlined in the paragraph above are
recognized.)

Income from dividends and renis has been excluded in the
absence of any reason to believe it would differ geographically as
far as the individual migrant is concerned. In short, it is assumed
that capital markets are less segmented geographically than labor
markets.

Transfer payments (welfare, social security, unemployment
benefits and so forth) have been excluded because it seemed im-
portant for policy purposes to distinguish between returns to mi-
gration resulting from a transfer and the returns resulting from
earnings. If a policy maker is deciding whether to recommend a
program to encourage (or discourage) migration, it makes a good
deal of difference whether the increased income derived from mi-
gration is a result of more productive labor on the part of the
migrant or increased receipt of transfer payments by the migrant.
Including transfer payments as part of income is, of course, a

og Vi
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30 THE MONETARY REWARDS OF MIGRATION WITHIN THE US.

legitimate extension of the analysis. One would then have the
“total” return to migration subdivided into two parts—increased
earnings and increased transfer payments. It should be possible in
the future to include transfer payments in the analysis.

Occupation of the farily head and family assets have not
been included as explanatory factors at this stage of the analyzis.
This is because the SEO permits identification only of present
occupation and assets—not occupation and assets prior to migra-
tion. Migration may facilitate movement up the occupational
ladder and accumulation of assets. Consequently, including cur-
rent occupation and assets (which are likely to be positively corre-
lated with current income) as explanatory variables would result in
attributing to a person’s occupation or asset position income
which would not have been earned if the person had not moved.

In each of the regression equations reported on in this paper,
the income-influencing factors have been divided into categories.
For example, in the first regression education is divided into three
categories: 0-8 years, 9-12 years, and 13 or more years.

The Migration Variables

The migration status itself is the most complex factor to deal with.

As stated earlier, two aspects of migration have been
studied—migration out of and into the South and migration into,
out of, and among urban areas. Due to the necessity of keeping
individual responses to the SEO confidential, the level of detail
about present geographic location is limited in most cases to the
Census-defined regions of the United States—Northeast, North
Central, West and South. Present state of residence is available
only for some residents of large metropolitan areas. Unfortu-
nately, the Census definitior. of South includes the border states
of Delaware and Marylan: plus the District of Columbia, each of
which contains a large, more or less Northernstyle metropolitan
area. However, the SEO does permit identification of residents of
the Baltimore and Washington metropolitan areas and also the
previous state of residence (prior to migration) if different from
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the migrant’s present state. Consequently, thc following defini-
tions were used to distinguish North and South in this rescarch:
(1) If a family head is currently residing in a non-South Census
region or in thc Baltimore or Washington metropolitan areas and
(a) has never moved 50 miles, (b) his previous state of residence is
the same as his present state, or (c) his previous state of residcnce
was not in the Deep South,?” he is classified as a North non-mover
(or stayer). (2)If a family head is currently residing in a non-
South Census Region or in the Baltimore or Washingcon metro-
politan areas and his previous state of residence was in the Deep
South, he is classified as a South-to-North mover. (3) If a family
head is currently residing in the South Census region (exccpt in
the Baltimore or Washington metropolitan areas) and (a) has never
moved 5) miles, (b) his previous state of rcsidence is the same as
his preseat state, or (c) his previous state of residence was in the
Deep South, he is classified as a South stayer. (4) If a family head
is currently residing in the South Census region (except the Balti-
more or Washington metropolitan areas) and his previous state o1
residence was not in the Deep South, hc is classified as a North-to-
South mover.®

With respect to migration into, out of, and among urban
areas, the following definitions were used. (1) A family head
whose present residence and previous place of residence (if any) is
rural is classified as a rural stayer. (2) A family head whose present
residence is urban and who has never moved 50 miles is classified
as an urban stayer. (3) A family head whose present residence is
urban and whose previous residence was also urban is classified as
an urban-to-urban mover. (4) A family head whose present resi-
dence is urban but is outside of an SMSA and whose previous

37. Deep South is defined as Alabama, Arkansas, Florida, Georgia,
Kentucky, Louisiana, Mississippi, North Carolina, Oklahoma, South Carolina,
Tennessee, Texas, Virginia and West Virginia.

38. This set of definitions creates ccrtain anomalies (e.g., a migrant
who moves at least 50 miles from any point within the statc of Maryland to
any other point within the state except the Baltimore or Washington SMSA’s
will be classified as a North-to-South migrant), but these are considered lcss
serious than the anomalies our definitions were designed to overcome.

30‘:.’f.
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residence was a rural area is classified as a rural-to-small city mi-
grant. (5) A family head whose present residence is in an SMSA
whose population is less than 250,000 and whosc previous resi-
dence was a rural arca is classified as a rural-to-medium city
migrant. (0) A family head whose present residence isin an SMSA
whose population is greater than 250,000 but lcss than 750,000
and whose previous residence was a rural arca is classificd as a
rural-to-large city migrant. (7) A family head whose present resi-
dence is in an SMSA whose population is greater than 750,000 is
classified as a rural-to-very large city migrant. (8) A person whose
present residence is rural and whose previous residencc was urban
is classified as an urban-to-rural migrant. In cascs where the
family has moved more than once, the most recent move is
the one considered.

The Use of Dummy Variables

Each set of categories can be represented hy a sct of dummy
variables. In order to avoid singularity in the cross-product matrix,
the k categories for each explanatory factor ave represented by
k - 1 dummy variables. (For example, in some regressions there
are three educalion categories, which are represented by two
dummy variables. The first dummy variable takes on the value 1
whenever the educational attainment of the family head is 9-12
years and the value 0 otherwise. The second dummy variable takes
on the value 1 whenever the educational attainment of the family
head is over 12 years and the value 0 otherwise.)

In order to avoid making the assumption that the effect of
one factor (e.g., education) upon income is unaffectcd by the level
of another factor (e.g., age), additional dummy variables, which
represent interactions among the explanatory variables, are in-
cluded in several equations. These are constructed by multiplying
two or more dummy variables together. It is not feasible, howecr,
to include all possible interactions among the categories of the
explanatory factors without a virtually infinite number of observa-
tions. Consequently, only a subset of all possible interactions was
actually included in preliminary specification of the equations esti-

31"
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mated, and generally only thosc which had t values significant to
the .10 level were actually included in the final version of the
cquations rcported.

Conversion of Regressioit Results into Estimates of
Income Differentials Attributable to Migration

In order to compute the income diffcrentials attributable to migra-
tion, appropriate values of the dummy variables can be substituted
into the regression equation in order to obtain predicted incomes
for a particular migrant group and the stayer group rclevant for
comparison (e.g., college-educated, nonwhite, South-to-North mni-
grants and coliege-educated, nonwhite Sonth stayers.) The differ-
ence between thesc two figures is the income diffcrence attributa-
ble to migration.

Since the two computed sums will have many elenients in
commern (e.g., the dummy variable representing college education)
which simply cancel one another when the difference between the
two sums is taken, it is only necessary to consider the clements
which differ in value.

The method of calculating the income difference and a test
of its significance is best explained by a hypothetical example.
Suppose the equation we are estimating includes only two ex-
planatory factors—education and status with respect to migration
out of or into the South. Let educational attainment be divided
into three categories—0-8 years, 9-12 years, and over 12 years. Let
migration status be divided into four categories—South stayer,
South-to-North mover, North-to-South mover and North stayer.

The three education categories can be represented by two
dummy variables, E, and E,, representing 9-12 years and over 12
years, respectively. The four migration categories can be repre-
sented by three dummy variables, M,, M and M, , representing
South-to-North mover, North-to-South mover, and North stayer,
respectively. A constant term, C, can also be included. This yields
a total of six regression coefficients to be estimated.

Suppose that least-squares estimation yields the results given
in Table 1.
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Table 1. Sample Results (1) to lllustrate Analytic Technique

Variable Regression Coefficient Standard Error t*
C $ 1000 $ 500 2.00
E, 2000 <00 10.00
Eg 5000 1000 5.00
M, 1000 250 4.00
Mg -1000 500 2.00
M, 2000 1000 2.00

*The t-statistic is computed by dividing the regression coefficier.t by its
standard error.

These results imply expected incomes for each of the groups
defined by the valucs of the dummy variables. For example, the
expected income of a South stayer with 0-8 years of education is
given by the regression coefficient of the constant trrm or $1000.
(In this case all the dummy variabl.s take on the value zero.) The
South-North mover with 0-8 years of education has an expected
income of $2000, given by the sum of the coefficients associated
with C and M,. (In this case all the dummy variables but M, take
on the value zero.) The difference between the expected income
of the South-North mover with 0-8 years of education and the
South stayer with 0-8 years of education is $2000 minus $1000 or
$1000.

Note that the difference between the expected income of
South-North movers and South stayers is given by M, for each
level of education. This difference will always be of the form
(C+E +M)-(C+E)i=1,23, and E; = 0. Since the
estimate of the income differential attributable to migration is
given by a single regression coefficient, My, its standard error can
be used to test its significance.

However, the form given above does not permit testing of the
hypothesis that the income differential attributable to migration
varies with the level of education. To test whether the income
dgifferential attributable to South-North migration is different for

33 ;..
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those persons with over 12 years of education, we introduce a new
variable into the equation—E;xM,. This interaction term takes on
the value 1 for observations where the individual has both com-
pleted more than 12 years of education and moved from South to
North. It takes on the value 0 otherwise.

. TR

Table 2. Sample Results (11) to Hlustrate Analytic Techinique

Variable Regression Coefficient Standard Error t

; c $ 1000 $500 2.00
E, 2000 200 10.00
Ej 4500 1500 3.00
Mo 900 300 3.00
3 -1000 500 2.00
M, 2000 1000 2.00
E3xM, 800 400 2.00

Suppose that least-squares estimation of this equation yields
the results given in Table 2. For persons with 0-12 years of educa-
ticn, the income differential attributable to migration is still given
by M,—in this case $900. The differential for those with more
than 12 years of education, however, is given by M, + (E;xM,)
—in this case $1700. The significance of the difference between
M, + (E;xM,) and M, is given by the t-statistic for (E5xM,)—in
this case 2.00. In order to test whether the newly computed differ-
ential is significantly different from zero, we must compute its
standard crror S*. This can be achieved with the formula

s* = §Yd X'¥X)! d,
where d =[0001001],

§ = /2e?/ (nk
JiFei ! k)

)
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Table 3. Sample tnverse of Cross-Prnduct Matrix for Regression Results H

.0156 X149 X13 X14 X15 X16 X17
X412 .00258 Xa3 Xoa X25 X26 X27
X13 X23 1406 X34 X35 X368 X37
Xqq Xoa X34 0056 | X5 Xag .0019
X1s X2s5 X35 Xas 0156 Xs6 Xs7
X1g X2 X36 X4 Xsp 0625 Xe7
X17 Xo7 X37 0019 | Xgy Xe7 .0100
§ = 4000

and (X'X)! is the inverse of the cross-product matrix.> (Note
that this formula requires knowledge of the ofi-diagonal elements
of the variance-covariance matrix.) Assume the variance-covariance
matrix is as given in Table 3.

Then the standard error is given by

S* = 4000 V.0056 + .0100 + 2 X .0019
4000 V.0194

The value of the t-statistic testing the hypothesis that the differen-
tial is not significantly different from zero is, therefore, 1700/557
or 3.05.

The significance of the difference between two regression
coefficients can be computed in similar fashion. For example, the
income differential attributable to North-South migration is given
by M3-M, (or - $3000). The standard error S** of this differen-
tial is given by

1l

$** = § /X5 + Xg6 - 2Xsg

39. J. Johnston, Econometric Methods (New York, 1963), pp.
131-133.




4 The Results

This chapter presents both the actual . gression coefficients and
the tables of incomc differcntials computed from the coefficients.
Tests of significancc are ecmployed as follows. If a differential is
not significantly different .rom zcro at the .10 level, a zero ap-
pears. If an interaction term is not significantly different from
zero at the .10 cvel, the term is not used in computing differen-
tials.

The R~gressions

Tables 4 and 5 present the two simplest equations which were
estimated. Neither equation contains any interaction terms, Conse-
quently they can be used only to shed light on the hypotheses that
a positive income differential exists for South-to-North and rural-
to-urban migration and that the rural-to-urban differential is larger
for the larger cities.

All three hypotheses are supported. The difference in Table 4
between the South-North migrant coefficient (25) and the South-
ern nonmigrant coefficient (-775) is an estimate of the income
differential attributable to South-North migration. This estimate is
thus $800 per year. Using the technique described in the previous
chapter and using the estimated covariance between the two co-
efficients (.00011), e obtain a standard error of 100 and thus a
t-statistic of 8.55.

The rural-small or medium city migration income differential
and the rural-large or very large city nigration income differential

38.1 0
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Table 4. Regression 1

Regression | Standard
: Variable Coefficient? Error® t-statistic

Constant Term $1950 $250 7.49

Education: 0-8 years (omitted)
912 years 875 75 11.99
Over 12 years 2775 75 42.71

i Age: 0-20 years {omitted)
21-40 years 23L50 250 9.62
41-65 years 2775 250 11.14
Over 65 years -675 250 2.65

Sex: Male {omitted)
Female -3000 50 49.13

Race: White {omitted)
Non-white -1425 50 24.07

Northern non-migrant (omitted)
Southern non-migrant -~775 75 12.27
South-North migrant 25 100 0.18
North-South migrant -1025 125 8.09

Rural non-migrantb {omitted)
Urban non-migrant® 850 75 10.71
Rural-small or medium city migrant 475 150 3.1
Rural-large or very large city migrant 850 100 7.84

R2 = .35 Degrees of freedom: 22,638

8Rounded to nearest $25.00.
bincludes urban-rural migrants and rural-rural migrants.
¢{ncludes urban-urban migrants.

are given directly by the appropriate coefficients, $475 and
$850, respectively. Both coefficients are highly significant.

The regression reported on in Table 5 differs from the one in
Table 4 by having an additional education category. This increases
the R2 but has little effect on the coefficients of the migration
variables.
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’ Table 5. Regression 2
Regression | Standard
Variable Coefficient® | Error® | t-statistic
Constant Term $2300 $250 9.10
Education: (-8 years {omitted)
9-11 years 900 75 12.49
12:15 years 2125 75 32.08
Over 15 years 6525 100 54.43
r Age: 0-20 years (omitted)
A 21-40 years 2025 250 8.34
41-65 years 2400 250 9.93
Over 65 years ~1000 250 4.10
Sex: Male (omitted)
Female ~2950 50 49.71
Race: White {omitted)
Non-white ~13256 580 22.82
Northern non-migrant. {omitted)
Southern non-migrant -800 50 12.82
South-North migrant : 25 75 0.27
North-South migrant ~1075 125 8.62
Rural non-migrant? (omitted)
Urban non-migrant® 750 75 9.75
Rural-small er medium city migrant 425 150 2.84
Rural-large or very large city migrant 825 100 7.63

R2 = .39 Degrees of freedom: 22,637

8Rounded to nearest $25.00.
bincludes urban-rural migrants 2nd rural-rural migrants.
¢Includes urban-urban migrants.

Thus, at this point we can tentatively accept the hypothesis
that migrants from South to North and from rural areas to urban
areas earn income differentials. Further, we can accept the
hypothesis that the differential for the movers to large cities is
larger than the differential for the movers to smaller cities.
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40 THE MONETARY REWARDS OF MIGRATION WITHIN THE U.S.

These regressions do not, however, address the issue of varia-
tion in the differential by level of education or by racc or scx. This
is because no interactions have been includecd in cither equation.

In Table 6, nineteen intcraction terms arc added to the
second equation in order both to improve the fit of the equation
and to test hypotheses about variation in the differential by educa-
tion, race and sex. .

The differential for all categories except those specifically
mentioned in the table is once again roughly $800 per year. How-
ever, this table s'iows that there are important exceptions to this
figure.

There is a highly significant interaction betwcen South-North
migration and ecollege education (shown in the third column,
second row of Table 6) which, when added to the $800 per year,
yields a total differential of $3,075. Yet interactions betwcen
South-North migration and the other education categories proved
to be insignificant.

An interaction between South-North migration and race
yields a South-North differential of $1,125 per year for non-
whites.

A negative interaction between South-North migration and
sex results in a differential for wemen which is not significantly
different from zero. This means that females who are currently
unrelated individuals®® or who are currently heading families and
who have migrated from South to North at sometime in the past,
after their sixteenth birthday, earn no more than women in the
same categories who have remained in the South. (The families
may or may not have been female-headed when the migration
actually took place.)

The income differential attributable to rural-small or medium
city migration is $600 per year for all categories except the
college-educated and females. A large negative interaction between
college education and rural-small and medium city migration leads
to a negative differential of $11,725 for the college-educated mi-
grant. As with South-North migration, a negative interaction re-

40. “Unrelated” females refers to those women who, according to the
Survey, are ncither related to the head of the household nor themselves the
head of a family.
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Table 6. Regrossion 3
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Simple Coefficient® Interaction Coetficient Intoraction
{Stande:d error in Interaction {Stenderd error in Coofficient +
Migration Cetegory parenthoses) Vorieble parantheses) Simple Coefficient
South-North $ -50 (150) $ $
South -825 { 78)
South-North minus South 776 (150
South-North Education: 1175 (350)
South Over 15 -1125 (225)
South-North minus South Years 2300 (375) 3075 (375)
South-North Race: -50 (175)
South Non-white -375 (125)
South-North minus South 325 {175) 1126 (125)
South-North Sex: -150 (200
South Female 750 (150)
South-North minus South -875 (200} -100 ( 75)
Rurel-Small" R 600 (175)
Rural-Small Education: -1725 (500 ~1125 (500)
Qver 15 Years|
Rurel-Small Sex: Femele -475 (326 125 (300}
Rursl-Largec 1075 (125)
Rural-Lerge Sex: Female -1100 (250) -25 (225)
North-South -1150 {121.51)
*Applies to all categories except for thosa specilically listed in this table.
bIncludes small and medium cities.
<Includes large and vary large cities.
Regression 3 — Remaining Costficients
Ragression Standard
Variable Costticient Error t-stetistic
Constant Term $ 2225 $ 250 8.58
Education: 0-8 years {Omitted)

911 years 1300 100 14.47

12-15 years 2050 150 14.45

Qver 15 years 5200 150 3Lz
Age: 0-20 yoars {Omittod)

21-40 years 2025 250 8.46

41-65 years 1875 250 7.68

Over 65 years -R00 250 3.19
Sex: Male {Omitted)

Female -2625 200 13.48
Race: Whita (Omitted)

Nom-white -850 125 1.48
(Education: 12-15 years ) X (Age: 41-65) 760 125 6.18
{Education: Over 15 years) X {(Age: 41-65) 2625 200 13.40
(Education: 12-15 years ) X {Age: Over 65) -1500 175 8.12
{Education: Over 15 years} X (Aqe: Over 55) -2075 325 6.31
(Education: 911 years ) X {Race: ion-white) -1000 150 6.50
{Education: 12-15 years ) X {Race: Non-whita) -1325 125 10.08
{Education: Ger 15 years) X (Re:e: non-white) -2100 215 1.68
{Sex: Female ) X (Rece: Nom-whita) 1075 125 8.51
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Table 7. Regression 4

Migration Category

South-North
South-North
South-North
South Stayer
Suuth-North

South-North

South-North:

South-North
South-North
South-North
South Stayer
South-North

South-North
South-North
South-North

South Steyer
South-Nerth

Rural-Smail
Rural-Smali
Ruret-Smait

{0-5 yeors)
{6-35 years}
{Qver 35 yoers)

{0-5 years) minus
South Stayer

(6-35 years) minus
South Stayer

{Over 35 years) minus
South Stayer

{0-5 years)
{6-35 years)
{Qver 35 years)

(0-5 yeers) minus
South Stayer

{6-35 years) minus
South Stayer

(Over 35 years minus
South Stayer

{0-5 yaars)

(0-5 years) minus
South Stayer

(0-5 years)
{6-35 years)
{Over 35 years)

Rural-Medium (0-5 years)
Rural-Medium (6-35 years)
Rural-Medium (Over 35 years)

Rura’ ~:odium (0-5 years)

Ruial-Mucum {0-5 years)

Rural-Large
Rural-Large
Rural-Large

Rure!- Largs

Rural-Large
Rurel-Large

{0-5 years)
{6-35 years)
{Over 35 years)

(Ovor 35 years)

(6-35 years)
{Over 35 years)

Rurat-Very Large {0-5years)
Rural-Very Large (6-35 yeers)
Rural-Very Lerge (Over 35 years)

Rural-Very Large (0-5 yeers)

Rural-Very Large (6-35 years)

North-South
North-South
North-South

Nor.h-South
Norn-South

{0-5 years)
(6-35 years)
{Over 35 years)

(0-5 years)
(6-35 years)

Simple
Coefficient®
{Stendard error
in parentheses)

$ -600
375
-21%
-625

1025

- 25
550
825

700
750
950

150
1375
1225

600
1675
825

-1325
-850
-475

(300)
(425)
{225}
{75

8
(425)

400)
(300)
400)

{550)
{250)
(350)

(375)»
(225)
(375)

{350}
(200)
(225)

(275)
(200
(425)0

Interaction
Variable

Education:
Over 12 years

Race:
Nonwhite

Education:
9-12 years

Education:

Education:
912 years

Education:
Over 12 years

Education:
Over 12 yeers

Race: Nonwhite

Education:
9-12 years

$

Interection

Coefficient
{Stendord ersor
in parentheses)®

2275

325
2075
=715
3075
1ae
2875

500
=300

800

-1400

-4050

-1225

1650
~295)

~2175

-700

825
-650

{ 650)
{ 426
{1125)
( 225)
( 675)
{ 415
(150)

{ 375)
{ 125

{ 400)

{ 825}

{1250)

{ 825

{ 850)
(1700)

{ 925)

{ 215)

{ 425)
( 328}

Interection
Coafficic it
Plus Simp'e
Coefficient

3075 { B75)
2125 ( 650
2875 (1150}

800 { 400)

-4050 (1250)

3025 ( 875)
a

975 { 325)

]
-1500 ( 375)

41
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Urban-Urban {05 years) 725 (125)
Urban-Urban (635 yaars) 1350 (125)
Urban-Urbat {Gver 35 yaars} 725 {178)
Urben Stayer 800 (100
Urban-Urban (0-5 years) minus

Urban Stayer a
Urben-Urban (6-35 years) minus

Urban Stayer 525 (150}
Urban-Urban {Over 35 years) minus

Urban Stayar a
Urben-Urban {6-35 years)
Urban Stayer
Urban-Urban (6-35 years) minus

Urban Stayer

Education:
9-12 yaars

325 (150}
125 ( 125)

200 { 2000

sStetistic is not significantly different from zero at tha .10 fevel.
bDuya to the high marginal cost of computing the standard errors of numbars derived from more than one regression
coafficiant, an approximation was used. Tha approximation assumes that all of the off-diagonet elements of the inverse of the
cross-product matrix are zero. Tha effect of this assumption is likely to be an increase in the estimated standard error over tha

true stondard error. In Ragrassion 3 in all cases the trua standard error was smallar than the estimatad standard error would hava
been if tha approximation had bean used.

Regr 4 — Remaining Coefficiants (Including Insignificant | )
«enression Stendard
Variable Coetecient Error t-statistic

Constant Tarm $ 3100 $ 380 8.83

Education;: 0-B yaars - {Omitted)
12 yemrs 1175 475 2.46
Over 12 years 2350 328 1.06

Age: 0-20 years {Omittad)
21-40 years 1675 350 4.82
41-65 years 1325 350 3.85
Over 65 years -1500 350 4,34

Sex: Male {Omitted)
Famala -2800 50 48,36

Raca: Whita {Omittad)
Nonwhite -925 100 9.29
(Race: Nonwhita y X (Education: $12years) -1000 128 7.91
(Race:. Nonwhita ) X (Education: Ovar 12 ysers} -1675 215 5.18
(Education: S12years ) X (Age: 21.40 ysers) 525 500 1.10
(Education: 912ysars ) X (Age: 41.65ysars) 1325 500 2.719
(Educetion; 912ysers ) X (Age: Over 65yaers) -750 500 1.52
(Education: Over 12yaars) X (Age: 21-40yearst 2025 350 5.80
(Education: Over 12years) X (Age: 41-65 yaars) 4250 325 12.73
(Education: Over 12years) X {Urben-Urban: 0-5 yaars) -5§50 250 2.0%
(Education: Ovar 12yaars) X (Urben-Urban: 6-35 yaers) 1375 225 5.83
{South-North: 6-35years ) X (Urban-Urben: 6-35 years) -450 450 .98
(South-North: 6-35ysars )} X (RurelMadium: 6-35 years) -1400 90y 1.56
(South-North: 6-35yaars ) X (Rurel-Lerge: 6-35 yaars) =78 675 1.03
{South-North: 6-35yaars ) A (Rural-Vary Largs: 6-35 yaers) -5§50 500 1.12
Urben-Rural -2 125 .27
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sults in a diffcrential not significantly different from zero for
females.

For all groups exccpt women the income differential attrib-
utable to migration from rural areas to large and very large citics is
81,075 per year. For women the differential is once again not
significantly different fror.: zero.

The remaining coefficients in Regression 3 are given in the
second half of Table 6. Interactions between education and age
were included because of thc well known phenomenon of differ-
ences in age-earnings curves by education level. Interactions
between education and race werc included because of evidence
presented by Becker that nonwhite. receive a smaller return on
their investment in education than do whites.®! The interaction
between female and nonwhite was included because of nonwhite
females’ high labor force participation rate relative to white
females.

North-to-South migration yields a negative differential of
$1,150.

This regression, although an improvement over the first two,
still does not address the question of whether the differential
varies depending upon the length of time that has passed since the
move took place. The fourth regression, reported ¢n in Table 7,
fills this need by dividing each migrant category into three sub-
categories depending upon the length of time elapsed since the
move, 0-5 years, 6-35 years, or over 35 years.

This division is an important one. The income differential
attributable to South-North migration is not significantly different
from zero during the first five years, but is over $1000 per year
during the next thirty years. Similarly, the income differential
attributable to migration from rural areas to small cities is virtually
zero for the first five years and over $500 per year for the next
thirty. For migrants from rural areas to medium cities, the differ-
ential is about the same for the first two periods, but the standard
error of the coefficient for the first five years is large enough to
make the coefficient insignificant at the .10 level. Migration to

41. Gary Becker, Human Capital (New York, 1964), p. 94.
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large citics follows thc same pattern—virtually no differential
during the first five ycars, ncarly $1400 per ycar thercafter.

Migration to very large cities is somewhat of an exeeption to
the above pattern. There is a 8600 per year differential for the
first five years and a $1675 per ycar differential for the next
thirty. Even in this case, the differcntial s much larger in the latter
period, even though there is a significant diffcrential for the first
five years. :

There are scveral exceptions to the rule of no differential
during the first five years. The most intcresting cxception is re-
vealed by the interaction between South-North migration and race
during the first five years. This interaction implics a differential of
over $800 per year for nonwhites moving out of the South.
Another exception is South-North migrants with at leasi one year
of college. They carn a differential of over $3000 per year during
the first five years. On the other hand, the well-educated migrants
from rural areas to medium-sized cities sustain a loss of over
$3000 per year during the first five years. (This figure, rather
difficult to believe, will be discussed further in the next chapter.)

In any event, we find support for the hypothesis that the
migrant undergocs an adjustment period after migrating and does
not begin earning a significant differential until several years have
passed following migration.

We also find further support for the hypo.hesis that the
rural-urban differential varies directly with city size. The differen-
t"1l earned 6-35 years after migrating ranges from $550 for small
cities, $750 for medium cities, $1,375 for large cities, and $1,675
for very large cities. One exception to this finding results from a
negative interaction between rural-very large city migration and
race. This results in a differential of less than $1000 for nonwhites
moving to very large cities.

Calculation of the Return

The return to migration®? implied by each set of differcntials
given in Table 7 is shown in Table 8. The latter table shows the

42. 1f moving were costless.
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present value of the carnings difference stream of a male migrant
moving al age 20 and ceasing to carn income at age 65. The
significant racial diffcrence, with cxceptional gains for nonwhites,
arc showr:, under the headings South-North and Rural-Very Large.

It is clear from these calculations that the return to migration
is quite substantial for most categorics of migrants.

The present value of calculation in Table 9 when comparcd
with Table 8 demonstrates the far greater return that acerucs to
migrants who movc at the carliest opportunity. In Tablc 9 the
preseat value, calculated at age 20, of the income differcnee
stream of male migrants, moving at age 30, is given. The return is
reduced by greater than 50%. The point is that anyone who at age
20 is trying to decide when to move, has a strong incentive to
mov: immediately. In the face of this situation, those who decide
no! to move, presumably have decided that moving was not profit-
able for them (cconomically, psychologically, or both) and prob-
ably reach this same conclusion later. Some, of course, may sec
migration as profitable yet be unable to move. If migration is
profitable at all, it is more profitable sooner t':an later.

An Adjustment for Differences in the Cost of Living

The purposes of this section are (1) to present the arguments for
and against making a cost-of-living adjustment and (2) to make a
crude adjustment using the Bureau of Labor Statistics rcport,
“Three Standards cof Living for an Urban Family of Four
Persons.”™*3

The Arguments For and Against u Cost-of-Living
Adjustment to the Return to Migration

The argument in favor of a cost-of-living adjustinent can be stated
simply. If a migrant cannot purchase at his destination, with his
pre-migration income, a baskei of goods and services worth to him

43. U.S. Department of Labor, BLS, Bulletin No. 1570-5 (1969).

45




@

‘[ 3921 :3nog

‘Juad
-Jad g1 —1unoasip jo a1es ybiy Ajaane|al ey uasoyd aney am ‘siyausq Sunen|eaa spiemol yaeosdde aAIBAISSUOD B YUIM BUI| Uje

628'G 086’6 GLY'61 ov8'LL- 095 GEY'E ol'ee sie3hz| 1anp

46

0ee'ss 06v'CL$ GEL'6 $ | GL0'G $ 099°c$ 0986 $ GEG'9 $ sieahzl -0

47

aliymaon 3LYM
abieq Aiap-jeiny

auymuoN SHYM

sfue-jeiny | wnipap-jeiny | pRwg-jelny YuoN-ynog

uoneanpg

AsoBaen uonesbipy

(Sa2UBISUI INOY U] PA)OU 3IR SJBRUIALIP Jeloel JueIlyIubls)

eJUIN0JSYQ Jo aley Juaasad i e buisn ‘gz aby 1e Guinopy
juebiy ajey j0 weang ajualaiQ SWOIUf §O aNjRA Ju3saly G ajge)

§
3
H
;
;

E



S0b'C 0ELy 018 099'v- 521 0LL'0L 0LL'6 sieahzl JanQ

0L£'eS 560'G3 GvZ'e$ | 081 $ SIS | o1se s 0.2'T$ sieah | -0
P~
auyMuoN  auym auymuoy aNYM g g
afse Alap-einy afiiey-jeiny | wnipay-jeany | jrews-jeiny YLON-YIn0S uoneanp3 Mu.

WN03sI( §0 aley 334 1 fusp
gz aby 1e parejnajey ‘g afy 1e Guraey
1ueifipy ajeyy 40 WEANG [BIIUA4AYI( WO JO 3NJEA JUBS3LY G Cigel

S

§
3
H
;
;

E\.



ERIC

Aruitoxt provided by Eic:

T T s s et R e e

THE RESULTS 49

as much or more as the basket he could have purchased at the
origin with the same income, the incrcase in dollar income which
he gets as a result of moving overstates the benefit which he
dcerives from the move. If he could have purchased at the destina-
tion a basket worth more to him than a basket purchased at the
origin with thc same income, the benefit is understater.

In theory it is easy to construct an index number to dcflate
the income earned in the dcstination, assuming a higher cost of
living therc. One totals the cost (Cg) of the goods and services he
would have consumed at the origin, totals the cost (Cp) of the
chcapest basket of goods and services in the destination yielding
the same total utility to the migranl, computes the ratio of the

cost Eg , and multiplies the income at the destination by the
D

ratio. This procedure has the usual index numbcr problems but is
probably quite satisfactory. One could cqually well total the cost
(Cp) of tne goods and services actually consumed at the destina-
tion, total the cost (Cq) of the cheapest basket of goods and
services at the origin yielding the same utility to the migrant, and

7

D
alent to the Paasche and Lespeyres indices used in time-series
cost-of-living indices.)

In practice, this procedure cannot be followed. To begin
with, instead of pricing baskets of goods and services yielding
constant utility from place to place, BLS prices the same basket in
every location.*® This procedure ignores the possibility that differ-
ing tastes** (from place to place) and differing prices (from place
to place) are likely to lead to different consumption patterns from
place to place, and consequently probably paises cost-of-living dif-
ferences. (The direction of bias is not clear.)

One exception to the uniform baskei procedurce is locally
provided public services paid for out of general revenues. These

computc the ratio of the costs (%) (These two indices are equiv-

44. Actually they price threc baskets—high, medium and low in cost.

45. “Tastes,” in this case, should be broadly enough defined to include
items like transportation to and from work and occupational cxpenses (e.g.
uniforms).



ERIC

Aruitoxt provided by Eic:

50 THE MONETARY REWARDS OF MIGRATION WITHIN THE U.S.

scrvices are cxcluded from the basket, while state and local taxces
(the chief source of revenue for these services) are included as part
of the cost of living. This means that localities spending large sums
of moncy per capita for scrvices like public schools, fires, and
police, will have, other things being equal, higher computed costs
of living than places spending smaller sums for these purposes. But
if the level of serviees reccived is also higher and the individual
derives some bencfit from incremental services, the computation
tends to overstate cost-of-living differences.

Furthermore, the baskets used are not based consistently on
actual consumption, but sometimes reflect the judgments of ex-
perts about what ought to be consumed. For cxample, “A stan-
dard of health, bascd on the recent findings of the U.S. Public
Health Service on the ill cffects of cigarette smoking. .. was in-
voked as a basis for eliminating an allowance for cizarettes fromn all
threc budgets.”*® In three arcas of consumption—food, housing,
and health—the standards of cxperts were used rather than actual
corsumption patterns. Since familics tend to spend more on
housing and less on food and medical care than experts think they
ought to spend,*’ cities in which housing is relatively cheap but
food and medical care are relatively expcensive will have their cost
of living overstated by the BLS procedure.

The final problem with the BLS data is that they are applica-
ble to urban areas only. Rural areas are omitted from the survey.
This means that a possibly erroneous assumption—thet the cost of
living in small cities (under 50,000) is the samec as in rural areas -
was made in order to adjust the rcturn to rural-urban migration.

One further difficulty results from the lack of geographic
detail in the Survey of Economic Opportunity —the data sourcc for
the estimates of the return to migration. It is probably reasonablc
to assume that, ceteris paribus, migrants choosc as destinations
cities with low rather than high costs of living. Thus, it would be
useful to be able to use the cost of living of the precise city to
which a migrant moves rather than the average cost of living in a

46. “Three Standards of Living,” p. 3.
47. Ibid., p. 8.
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whole group of cities of similar population. The SEO docs not give
the destination city except in a few cases (the largest SMSA’s).

In summary, the deficiencics of relying on the BLS cost-of-
living figures are severc. They most likely adjust the income differ-
cnces attributable to migration in the right direction but may
over-adjust. Conscquently the adjusted estimates of the differences
given lacer in this paper should probably be viewed as a lower

bound, while the unadjusted figures can be viewed as an upper
bound.

The Adjustment

Cost-of-living deflators arc cstimated in this section and applied to
a sampling of the cstimates of income differences attributable to
migration.

The source data for the cost-of-living deflators is given in
Table 10. The cities surveyed are grouped by population size. The
nonmetropolitan cities (less than 50,000) are given in one aggre-
gate figure by BLS and appcar at the top of the table. The
weighted average and the sum of the weights arc given at the end
of the listings for each group.

Deflators for the different city-size categories have been cal-
culated by dividing the nonmetropolitan cost-of-living indices by
the relevant indices for each of the city-size categories. (For
example, the deflator for the low-cost budget ir the
250,000-750,000 city-size category is 94/97 = .97.) The deflators
for the North were computed in the same say. The entire list of
deflators is given in Table 11.

The method used to adjust the estimate of the return was as
follows:

(1) For each migrant subsample, defined by its education,
age, race, sex, and migration status, the predirted income at the
destination is computed from the regression equation (Incomep, ).

(2) This income is deflated using the appropriate deflators
from Table 11. (For example, if the destination is a northern, large
city and the predicted income lies closest to the high-cost budget,
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Table 10. Cost of Living Indices for Selected Locations
City Low | Medium | High | Weight
Non Metropolitan 94 92 89 18.30
Portland 101 101 97 .68
Cedar Rapids 104 103 102 1.26
i Under 250,000 Champaign, Urbana | 106 102 101 2.26
Green Bay 97 99 99 .57
Durham 94 95 95 1.17
Less than 250,000 Average 102 100 99 5.94
(Hartford 109 108 | 106 68
Lancaster 98 a9 97 1.76
Dayton 9B 95 95 1.70
Wichita 101 98 97 1.14
: 250,000-750,000 4 Baton Rouge 91 92 95 1.32
/ Nashville 93 93 92 1.34
: Oriando 92 91 92 2.30
; Bakersfield 98 97 97 2.26
1 \.Honolulu 122 120 123 A1
A 250,000-750,000  Average 97 96 96 12.91
(Boston 106 110 112 | 254
Buffalo 103 106 105 245
N.Y.-N.E.NJ. 102 110 114 13.10
Philadelphia 100 100 101 4.35
Pittsburgh a9 97 96 1.65
Chicago 103 103 | 102 6.98
Cincinnati a6 97 94 63
Cleveland 100 102 100 1.85
Over 750,000 < Detroit 99 99 99 3.13
Indianapolis 104 102 100 .86
Kansas City 101 99 98 77
Milwaukee 103 105 | 104 1.26
Minneapolis 102 104 102 91
St. Louis 101 101 98 1.33
Atlanta a5 92 91 1.64
Baltimore a8 96 98 1.59
Dallas 95 92 93 2.64
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Table 10 Continued

City Low | Medium | High | Weight
Houston 94 91 91 .76
Washington 104 102 103 1.28
Denver 100 100 100 1.31
Over 750,000 Los Angeles 107 103 105 5.20
San Diego 101 101 103 2.37
San Francisco 111 108 108 2.26
Seattle 110 105 | 103 1.99
Over 750,000 Average 102 103 104 62.85

Source: "Three Standards of Living for an Urban Family of Four Persons,”
Department of Labor, Bureau of Labor Statistics, Bulletin No.
1570-5 (1969), Tables 2-4 (pp. 33-37) and Table C-1 (p. 89).

the deflator is (.92 X .87) = .80).%® The result is adjusted income
at the destination (Adj. Incomep, ).

(3) The predicted income for the relevant stayer group (that
is, stayers at the point of origin of the migrants matched by educa-
tion, age, race and sex) is also computed from the regression equa-
tion (Incomey ).

(4) This income is also deflated yielding adjusted income at
the origin (Adj. Income ).

The differences between the unadjusted incomes are the same
as the income differentials calculated in the regression equations.
The difference between the adjusted income at the origin and
destination can be defined as the adjusted return to migration.

48. This procedure may result in overstating of differences since south-
ern cities are more likely to be smaller cities. Unfortunately, there are not
enough southern cities in each size category to construct separate city-size
indices by region, and it seemed preferable to compute the combined effects
of regionai and city size deflators rather than ignoring one or the other.
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Table 11. Cost-of-Living Deflators

I. LowIncome

North .80

South 1.00 (by definition)
Small City 1.00 (by definition)
Medium City .92

Large City .97

Very Large City .92

Medium, Large, Very Large (aggregated) .93

1.  Medium Income

North .89

South 1.00 (by definition)
Small City 1.00

Medium City .92

Large City .95

Very Large City .89

Medium, Large, Very Large (aggregated) .90

ftt.  High Income

North .87
-South 1.00 (by definition)
Smali City 1.00

Medium City .80

Large City .82

Very Large City .86

Medium, Large, Very Large {(aggregated) .87

Note: Small City
Medium City
Large City
Very Large City

[
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Under 50,000
50,000 - 250,000
250,000 - 750,000
Over 750,000
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Table 12. Annual Earnings Differences Attributable to Migration
from the Rural South to the Urban North for Migrants
i Aged 21-30 for Selected Education and City-Size
Categories, by Race and Sex
Years Difference Adj. Difference
of Unadj. Unadij. Adj. Adj. Incomeg
Education Difference Incomeg Difference | Rural-Small Cities

Rural-Small Cities

B Rl Eatantt

White Male
5-8 years $ 757 .23 $ 349 .11
12 757 .14 132 .02
! 213 3294 44 2116 .29
White Female
! 5-8 years 757 1.71 637 1.44
: 12 757 .29 420 .16
21 3294 .73 2432 .54
Black Male
5-8 years 757 .27 404 .15
12 757 .18 266 U6
=16 3294 .68 2399 .52
Black Female
5-8 years 757 a 691 a
12 757 .58 551 .42
=16 3294 [ 1.68 2716 1.38
R l-Very Large Cities
White Male
5-8 years 1399 42 597 .18
12 1399 .25 228 .04
=16 2885 .39 722 .10
White Female
5-8 years 1399 3.17 1086 2.50
12 1399 .54 717 .27
=16 2885 .64 1623 .36
Q
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Table 12 Continued
Years Unadj. Adj. Difference
of Adj. Unadi. Difference Adj. Income,

Education Difference | Difference Incomeg  [Rural-Smali Ciues
Black Male

5-8 years 1399 .50 689 .25

12 1399 34 455 A1

=16 2885 .6C 1263 .26
Black Female

5-8 years 1399 a 1178 a

12 1399 1.10 944 .74

=16 2885 1.47 2061 1.05

3Predicted income at origin less than zero.

A sampling of differences, adjusted and unadjusted, is given
in Table 12. (A complete list would not be feasible because there
would be a separate adjustment for ezch education-age-sex-race-
migration category.)*’

The most important conclusion to be drawn from these ad-
justed figures is that, even after a possibly exaggerated adjustment,
the income difference attribitable to migration remains positive
for all the selected populatizn categories and remains very large
for many categories. The very large different als are most notable
for migrants who start out with low incomes.

49. This amounts to thousands of adjustments.
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5 Interpretation and
Policy Implications

Summary and Interpretation of Results

The research rcported on in the preceding chapters provides
support for the hypothesis that there are substan al economic
gains to be had by moving out of the South and by moving from
rural areas into cities.

Migration out of the South yiclds an earnings difference of
about $800 per year for most migrants. The two major cxccptions
to this figure are the college-educated, who earn a diffcrence of
nearly $3,100 per year, and women (either unrelated individuals
or heads of families), who earn no additional income. The differ-
ence of $809 disaggregates to no gain for the first five years after
migrating, $1,000 per year for the next thirty years, and about
$350 per year thereafter. The annual return to migration for mi-
grating out of the South at age 20 is, therefore, approximately
$6,500, using a 10 percent rate of discount.

Migration from rural areas into urban areas yields an earnings
difference ranging from about $500 per year for cities with a
population of less than 250,000 tc nearly $1,100 per year for
cities with a population over 250,000. The college-educated are
significant exceptions to the general gain of rural migrants to
smaller cities. For them, there is an expected loss of over $1,000
per year. Women, again, earn no additional income by migrating.
Disaggregating to four city-size categories and three lengths of
time after moving shows that there is no gain for the first five
years after migrating in all city-size categories, except for cities
larger than 750,000. For the latter category of cities there is a
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$600 per year gain during the first five years. During the next
thirty years the annual carnings difference ranges from about 3550
per year for cities smaller than 50,000, $750 per year for cities
between 50,000 and 250,000, $1,375 per year for cities between
250,000 and 750,000, to $1,675 per year for citics over 750,000.
After thirty-five years have clapsed, the differenees are $825,
$950, $1,225 and $825, respectively. Therefore, the return to
migration for most migrants {rom rural arcas lo urban arcas ranges
from $3,050 for small cities, $5,075 for medium cities, $9,125 o
large cities, to $12,500 for very large cities, using a 10 pereent rate
of discount.

Another finding is that, five years after moving, the migrants
have carnings equal Lo those of the Northern and urban nonmovers
of the same education, age, race and sex. These two facts throw
light on two strongly held yct conflicting opinions about migrants.
The first is the notion that the economic benefits derived from
migration tcnd to be overstated because the differential actaally
reflects the higher level of intelligence . ud ambition of migrants as
compared with nonmovers. The second is the view that Southern
and rural in-migrants experience severe problems of adjusting to
Northern and city life. That there are migrants who fit both cate-
gories—the exceptional peoplc and the problem cases—is un-
doubtedly true, but clcarly most migrants may not simultancously
be classified both ways, and the fincings of this rcsearch indicate
that migrants do not constitute the serious problem that many
people believe them to be.

The relation between the return to migration and education
is not clear-cut. The rcturn for college-cducated migrants moving
out of the South ($27,000) is significa. Ay larger than the return
for others. However, negative interaction terms in some instances
result in smaller returns for the collcge-educated moving from
rural areas to cities. The most dramatic example is the estimated
return of -$11,840 for moving from a rural arca to 4 medium-
sized city.’® In two other circumstances, the earnings differentials

50. There is no satisfactory explanation for this striking figure. Perhaps
there is an crror in coding or an error on the computer tape which is so
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of the less-educated are significant while those of the college-
cducated are insignificant. This analysis, therefore, neither con-
firins nor rejects the hypothesis that the retfurn to migration is
larger for the well-educated, bu* shows a mixed picture.

To the extent that a young person considers the cconomic
advantages of migration and corrcctly determines what specific
move would be profitabic to him, he has a strong incentive to
migrate sooncer rather than later. The average annual return te
migrating at age 30 is less than half the return of migrating at age
20 (when the caleulations are performed at age 20 using a 10
pereent rate of discount). This may be one explanation of why
migration rates decline rapidly with age.

Earnings diffcrences attributable to migration varied accord-
ing to race in some instances. For Negroes, the earnings difference
attributable to migration out of the South was $800 per ycar
duning the first five ycars after their move, while the difference for
whites during that period was insignificant. This results in a return
to South-North migration of nearly $10,000 for nonwhites with a
high school education or less, while the return for comparably
educated whites is only $6,500. The conclusion is that South-to-
North migration clearly is more profitable for nonwhites than for
whites.

Another interesting finding abou! migration and race con-
cerns the rcturn to migration to very large citics. For whites with a
high-school education or less, the return to migration increases
with each of four sizes of the destination city. I"or nonwhites this
holds only for the first three sizes of cities. Very large cities yield a
return somewhat smaller than large cities. There is no ceriain
explanation for this, although two possible explanations may be
advanced. One is that labor market conditions in the very large
cities operate in such a way as to discriminate more against non-

egregious that it swamps wne othcr observations on rural-medium sized city,
college-cducated movers. Pechaps there were a few people in that category
who lost extraordinarily large sums of money in a business venturc. Perhaps
college-educated pcople who move to medium-sized cities really do lose
money. Unfortunately, there is no way to be sure from the character of the
data used.
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white migrants. For example, union seniority ruies mey be en-
forced more rigidly against nonwhites. Another possibility is that,
because most rural nonwhites are more likely to have fricnds and
relatives in the large citics than in the other size categorics of
cities, a greater percentage of the migrants attracted to the very
large citics are more marginal—paitially depending upon the re-
sources of an extended family. It is crmphasized that these are
conjectures.

The lack of a return to migration for women who are hcads
of familiszs and for unrelated females is consistent with the
hypothesis advanced in Chapter 2 that women may have less in-
centive to work in Northern cities. This does not necessarily con-
firm the notion that many women move North to obtain higher
welfare payments. Another distinci possibility is that women who
move to a region having a higher wage level may work fewer hours
or remove themselves from the labor force more frequently than
they could have afforded in the rural South—using their economic
advantage not to accumulate higher annual wages but to devote
more time to family duties. The data used do not give insights into
the reasons. Neither do the data indicate how many of these
women were heads of families when they moved, although this
fact could be of some help in evaluating the supposed attractive-
ness of higher welfare payments as an incentive to migrate since
unrelated females are not eligible for the AFDC program.

Problems with the Analysis

Two serious problems with the analysis may ke related. The first
problem, discussed earlier in this chapter, concerns whether varia-
bles necessarily omitted from the regression equations were posi-
tively correlated with both earnings and migranit status. The
second problem concerns the persistently negative coefficients for
North-South migration.

Essentially, the problem of omitted variables is that it is im-
possible to adjust for all personal characteristics which may in-
fluence income. The proportion of variance explaincd by the varia-
bles in all of the regression equations is less than 50. If any
personal qualities not included in the equation—such as ambition,

03
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intelligence or knowiedge—are more characteristic of migrants
than nonmigrants and are correlated positively with income, some
of the variation in carnings, attributed by the equations in this
research to migration, may in fact be attributable in large measure
to ambition, intelligence or knowledge.

One possible cxplanation for the negative return estimated
for North-South migration is that North-South migrants are less
intelligent, ambitious or knowledgeable than, Northern non-
movers. This explanation becomes more reasonable if one con-
siders that many North-South movers may be former South-North
movers who have not been successful in the I'orth. If thisis irue,
then the South-North mover sub-sample is possibly a biased
sample of all South-North movers, since those movers who have
done the least well have returned South and have thus become
North-South movers.

In summary, the two most serious problems with the analysis
are a possible upward bias in the estimate of the return to South-
North migration and a corresponding downward bias in the return
to North-South migration.

Policy Implications

Although a final judgment about the benefits and costs of migra-
tion to the individual and to society cannot be made on the basis
of this paper, there is a major conclusion which has important
policy implications. From the point of view of the migrant, migra-
tion has been overrated as a problem. Even from the point of view
of the receiving areas, many assessments seem to have cxaggerated
the problem. Migration to the cities and out of the South is not
significant enough nor are migrants’ income experi=rres different
enough from their urban and Northern counterparts to warrant
the considerable alarm the migration issue stimulates. The most
important policy implication of this is that programs to stem
migration te the cities are noi iikely to have much impact on city
problems.

Furthermore, if one is willing to accept the return figures
calculated in this research effort—at least as representing orders of
magnitude that conform to actual experience—there are important

60"



_FRIC_ 1

Aruitoxt provided by Eic:

62 THE MONETARY REWARDS OF MIGRATION WITHIN THE US.

implications about the cost to government of stemming migratjon.
Thiz cost woudd appear to be very high, particularly on a “per
migrant™ basis. It may be assumed that the prospective migrant
weuld not be disceuraged from leaving unless he could receive a
substantial fraction of the economic benefits to be derived {rom
migration in his place of origin without moving. Providing such
benefits would require massive government expenditures, whether
in the form of direct subsidies, subsidies tu business and agricul-
ture, or other programs to bolster local ceconomies.

Finally, the findings arc consistent with the well known fact
that migrants out of an area tend to be drawn frem the best
qualificd and most productive people. The rural arcas of the South
lase a substantial investment they have made in human capital
when migrants leave. If programs to halt migration to the cities are
rejected, the problem of what happens to depressed rural areas
remains. Subsidies to cover moving expenses and counseling are
possible alternatives for those who wish to leave but either cannot
afford to or are unable to make an intelligent choice. Income
maintenance programs may help those who choose to stay behind
but who must endure unemployment or underemployment. These
potential policies deserve consideration along with stemming out-
migration through economic development as solutiens to the proh-
lem of depressed rural areas.

Additional work will have to be Zone in order tu fully evai-
uate the social benefits and costs of migration. However, it seems
clear that the private return tc migration for many important
categories of migrants is substantial.
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