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ABSTRACT

Are Immigrants Favorably Self-Selected?
An Economic Analysis

This paper explores the theoretical issues and the empirical literature regarding the
selectivity of migrants. Although the primary focus is on international migration, reference is
made to internal migration and return migration. The theoretical analysis indicates a
tendency toward the favorable self-selection (supply) of migrants for labor market success.
The favorable selectivity is more intense the greater the out-of-pocket (direct) costs of
migration and return migration, the greater the effect of the higher level of ability on lowering
the costs of migration, and the smaller the relative skill differentials in the lower-wage origin
relative to the higher-wage destination. Favorable selectivity for labor market success can
be expected to be less intense for non-economic migrants, such as refugees, tied movers
and ideological migrants, and for sojourners (short-term migrants) and illegal aliens.

Among countries for whom entry restrictions are binding, the criteria for rationing immigration
visas (demand) will influence the favorable selectivity of those who actually immigrate.
Selection criteria can ration visas on one or more characteristics that enhance labor market
earnings (e.g., education), or on characteristics that are seemingly independent of skill level
(e.g., kinship ties). Under either criteria there will be a tendency for immigrants to be
favorably selected, although this is less intense under the later criteria. The overall favorable
selectivity of immigrants, therefore, depends on the favorable selectivity of the supply of
immigrants and the criteria used to ration admissions.
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I Introduction

Economic migrants are those who move from one place of work and residence to another,
either within a country or across international boundaries, primarily because of their own
economic opportunities, as distinct from refugees and those who move because of the migration
decisions of others (“tied movers’). One of the standard propositions in the migration literature is
that economic migrants tend to be favorably “self-selected” for labor market success. That is,
economic migrants are described as tending, on average, to be more able, ambitious, aggressive,
entrepreneurial, or otherwise more favorably selected than similar individuals who choose to
remain in their place of origin. The favorable selectivity for labor market success of migrants
would be less intense among those for whom other motives are important in their migration
decision, such as tied movers, refugees, and those who move for ideological reasons
(“ideological migrants’).

Whether migrants are favorably selected or not is important for understanding the
economic and sociologica consequences of migration for the sending (origin) and receiving
(destination) regions, as well as for the migrants themselves. The more highly favorably selected
are migrants the more successful will be their adjustment in the destination, and the more
favorable their impact on the destination economy and society. Moreover, the more highly
favorably selected are the migrants the greater, in general, will be the adverse effect of their
departure on their origin. As a consequence, the extent of the favorable selectivity of migrants
will effect the immigration policies of the destination and emigration policies of the origin.
Immigration history, and as a result, the histories of the origin and destination regions are thereby

influenced by the selectivity of migrants.



In recent years there have been challenges to the general proposition of the favorable
selectivity of migrants. In addressing thisissue this paper first develops the human capital model
for migration (Section II). It then considers (Section 1ll) aternative specifications of the
migration model that are relevant for the issue of migrant selectivity. A review of some of the
existing literature forms the basis for the discussion of the empirical testing of the model of

migrant selectivity. The paper closes with asummary and conclusion (Section V).

II. The Human Capital Migration Model

Consider a simple human capital model of investment in migration (Sjaastad 1962,
Becker 1964). Assume that wages in the origin and destination do not vary with the level of
labor market experience. That is, for simplicity of exposition, it is assumed there is no on-the-
job training and there are no post-migration human capital investments after the investment
period. Also assume that there is a very long (infinite) work life, and that the costs of migration
occur in the first period.’ These migration costs include foregone earnings (Cr) and direct or out-
of-pocket costs (C,). Migration costs are defined broadly to include not merely the airfare or bus
ticket and time in transit, but the full costs of relocating and adjusting both consumption and
labor market activities from the origin to the destination.? The rate of return from migration can

then be written (approximately) as:

D r

where Wy, represents earnings in the destination and W, represents earnings in the origin.



Migration occurs if the rate of return from the investment in migration (r) is greater than or equal
to the interest cost of funds for investment in human capital (i). The interest costs of fundsis
lower, the greater the person’s wealth and access to the capital market.®

Assume first there are two types of workers, low ability and high ability workers, and that
these ability levels are known without cost to the workers and potential employers.* The more
able may have more innate ability or merely more schooling. Ability may have many
dimensions, including ambition, intelligence, learning speed, entrepreneuria  skills,
aggressiveness, tenacity, etc. Let r be the rate of return from migration to a low ability person
and let r, be the rate of return to a high ability person. If the low and high ability individuals have
the same interest cost of funds, the person with the higher rate of return from migration will have
the greater propensity to migrate. As afirst step, assume that in the origin and destination wages
are 100k percent higher for the more able, that is, the ratio of wagesin the destination to wagesin
the origin isindependent of level of ability. Then,
) W,, =+ kW,,,

and
Wan=(1+ W,

It is assumed that direct costs, which are the out-of-pocket costs associated with migration, do

not vary with ability, c,,=C,,. Also assume that greater ability has no effect on efficiency in

migration, but it does raise the value of foregone earnings. Then C, ,= (1 +k)C,,, where Cy is

S

the foregone earnings. The rate of return to the high ability person can be written as:



(3) = (] + k) Wb,/ - (] + k) Wa,] — Wb,[ - Wa,/

(1+k)Cs+Ca 4+ Ca
Cr (1+k)

Thus, the rate of return to the high ability person (r;) is greater than the rate of return to the
lowest ability person (r;) as long as earnings increase with ability (k>0) and there are positive out-
of-pocket costs of migration (C, > 0).

If there were no out of pocket costs associated with migration (Cy equals zero), then 1, =
r, and there would be no selectivity in migration on the basis of ability. Alternatively, suppose
there were no labor market premium for a higher level of ability or a particular dimension of
ability (k=0). That is, this dimension of ability was not relevant in the labor market. Then, r, =1,
and there is no selectivity in migration on the basis of this dimension of ability. The smaller are

the direct costs of migration (C,) relative to the wage premium for higher levels of ability (1 + k),

Cy
(1+k)

the smaller is , and hence the smaller is the differential in the rate of return to those of

higher ability relative to those of lesser ability.

The preceding model assumed that greater ability enhances efficiency in the labor market
in both the origin and destination. Now let us add another assumption: The more able are also
more efficient in migration. Just as higher ability enhances productivity in the labor market these
same characteristics may enhance efficiency in investment in human capital. The same
investment in migration may require fewer units of time and/or fewer units of out-of-pocket costs
for the more able.

Since the opportunity cost of migration (Cy) is the product of time units (t) involved in

migration multiplied by the value of time in the origin (W,), opportunity costs can be written as



C,=tW ,. Efficiency can be expressed as the more able needing fewer time units to accomplish
the same task (t, <t;). Then, C;; = tW,;and C;, = t,W, , = t;(1 + k) W, ;, wheret, <t. This
strengthens the argument that r;, is greater than r,.

Note that even if there are no out-of-pocket costs (C, = 0), if the more able are more
efficient in using time, relative skill differentials that do not vary across regions generate
favorable selectivity in migration. That is, if C, =0, and t, < t,, using equation (3), when C; ;=
t, Wy, and Crp, = t, (1+K)W4 4, then it follows that r, > 1; .

The more able may aso be more efficient in utilizing out-of-pocket expenditures (C;, j, <
C,,) incurred in migration, just as they are more efficient in other activities. If direct costs exist
and they are smaller for the more able (C; , < C, ,), the difference in the rate of return from
migration is even greater than if there were no ability differences in using the out-of-pocket

expenditures required for migration. If C,, =(1+A)C,, where A is adirect cost efficiency

parameter, and A <0, then

Woi=Wai
4 - L el
@ N E)
M 1+

and r, islarger relative to », the greater the efficiency in handling direct costs (the larger is A in

absolute value).
Thus, a human capital model which assumes relative skill differentials are the same in the
origin and destination generates favorable selectivity of migration in the supply of migrants if

there are out of pocket (direct) costs that are not proportional to wages. This favorable selectivity



ismore intense if those who are more able in the labor market are also more efficient (able) in the
migration process, either in using their own time or in using out-of-pocket expenditures.

It is reasonable to assume, however, that migrants will differ in the combination of own
time (forgone earnings) and purchased inputs (direct costs) in the migration and readjustment
process. The greater the value of forgone earnings (wages) and the greater a person’s efficiency
in using purchased inputs relative to their own time, the greater will be the relative use of
purchased inputs over own time. Thus, high ability migrants may appear to spend more on the
migration process (out-of-pocket expenditures) and to use less time than those of |esser ability.

The modd can be extended to consider situations in which the relative wage differentials
are not the same across countries. Assume that there are no direct costs of migration (C, = 0) and

that ability (human capital) does not effect efficiency in time use in migration (t, =t;). Then,

- a ] .
(5) r[:Wb,l WJ_J:WU_IE
tWai t al
and
©) = WssWan LW hn_ ]E
tW“vh { H/Va,h

Then the ratio of wages in the destination relative to the origin determines migration incentives.
If the ratio of wages is the same, the rates of return are the same and there is no skill selectivity in
migration. If the ratio of wages across regions is greater for the high ability, that is, W, /W, is
greater for h than for |, the high ability have a greater incentive to migrate. If on the other hand,
the ratio of wages across regions is greater for the low ability, they would have a greater

propensity to migrate, other things being the same.



Severa implications follow from this human capital model regarding the favorable
selectivity of economic migrants, that is, those basing their migration decision on the
conventionally measured rate of return from migration. The larger are the out-of-pocket costs of
migration, the lower is the propensity to migrate, but the lower is the return migration rate and
the greater is the propensity for favorable selectivity in migration.® This propensity for favorable
selectivity isintensified if those who are more efficient in the labor market are also more efficient
in the migration and adjustment process. This effect occurs if migrants are more efficient in
using their own time, in using purchased inputs, or in combining their time and purchased inputs.
If those with more human capital, for example, those with more schooling and greater
proficiency in destination language skills, are more efficient in obtaining and interpreting
information and in making decisions (greater allocative efficiency), they would be more efficient
in the migration process (Schultz 1975).

The favorable selectivity of migrants is even greater if the relative wage differential
between the destination and origin (the ratio of wages in the destination to those in the origin) is
greater for the high ability workers. The favorable selectivity is less intense if the ratio of wages
in the destination to those in the origin is smaller for the high ability. Only if this latter effect is
sufficiently large to offset the favorable selectivity effects of out-of-pocket costs and greater
efficiency in the migration process will there be no selectivity in migration. In this framework,
for there to be negative selectivity in migration even more compressed wage differentials across
regions are required for the high ability relative to the low ability.

II1. Alternative Models

Severa dternatives to the smple human capital model presented in Section Il have



appeared in the literature to address the issue, either directly or indirectly, of the favorable
selectivity of migrants. These include models based on asymmetric information, temporary
migration, the Roy model, and non-economic determinants of migration.

A. Asymmetric Information

Katz and Stark (1984, 1987) present a model of asymmetric information. Suppose
potential migrants know their true productivity and employers in the origin have, over time,
learned the workers true productivity. Employers in the destination, however, cannot
differentiate among high ability and low ability migrants. Employers in the origin pay workers
wages in accordance with the worker’s true productivity, while those in the destination pay
workers according to the expected (average) productivity of migrants. High ability workers will
experience a smaller wage differential and higher foregone earnings than low ability workers, and
they will therefore have a smaller incentive to migrate. If employers can never detect true ability
differences among migrant workers there would be adverse selection. The increase in low ability
migration relative to high ability migration would drive down the expected wage of migrants in
the destination, further discouraging high ability migration.

Employers in the destination would, of course, have an incentive to develop tests or
techniques for distinguishing high ability from low ability workers. The lower the cost and the
shorter the time interval for identifying ability, the lower the adverse selection effect from
asymmetric information. Asymmetric information would appear to be most compelling for low-
skilled jobs with a short duration (tenure on the job) that do not involve repeat occurrences. High
wage jobs would warrant investment in information about ability, if only through a tria

investment/working period. This might take the form of hiring immigrant workers at low wages



until true ability levels are revealed. Employers would then be able to discern the ability level of
workers for jobs that have along tenure or that involve repeat occurrences.

B. Short Term Migrants

The model developed in Section Il assumed, for simplicity, that workers remained in the
destination for a long period of time and it implicitly assumed away |ocation-specific human
capital. Suppose, however, there is a short expected duration in the destination because of high
expectations of voluntary return migration (guest worker or sojourner migration) or involuntary
return migration (deportations) (Chiswick 1980, 1986b). Then migrants who made investments
in destination-specific human capita would experience a capital loss when they leave the
destination and their origin-specific human capital would have depreciated during their sojourn.
Therefore, sojourner migrants or illegal aiens who are concerned about apprehensions and
deportations would tend to avoid country-specific human capital investments and would tend to
invest in internationally transferable human capital or very little human capital.

To the extent that there is a complementarity between country-specific and internationally
transferable human capital, which is increased by location-specific licensing and certifications for
professional and skilled jobs, temporary migrants would tend to have lower levels of both forms
of human capital. This would result in lower skill levels among sojourner migrants and illegal
aliens than among long term (permanent) legal migrants. This would give the appearance of less
positive self-selectivity among short-term migrants (guest workers, sojourners and illegal aliens)
compared to permanent legal migrants.®

C. The Roy Model — Relative Skill Differentials

In a series of studies on selectivity in migration Borjas (1987, 1991) presents the Roy



model (Roy 1951) as an aternative specification of the human capital model.” It is implicitly
assumed that al migration costs are a constant proportion of foregone earnings, that there are no
fixed (out-of-pocket) costs, and that ability has no effect on efficiency in migration. As aresult,
migration incentives are a function of the ratio of wages in the destination to the origin, as shown
above in equations (5) and (6) in Section II.

This application of the Roy model is a specia case of the human capital model, as shown
in Section Il. For the same wage structure (relative skill differentials) in the destination, a larger
relative skill differential in the lower income origin implies a smaller destination to origin wage
differential for higher skilled workers, and hence a smaller incentive to migrate compared to
lower-skilled workers. The reverse follows if there is a smaller relative skill differential in the
origin. Borjas (1987:552) writes that: “If the income distribution in the sending country is more
unequal than that of the United States (and the correlation in earnings is positive and strong),
emigrants will be chosen from the lower tail of the income distribution in the country of origin”.
This is not quite correct. As shown above, a larger skill differential in the origin than in the
destination does not necessarily imply negative selectivity, but rather only less favorable positive
selectivity.

In an empirical test of this model, Borjas (1987) regresses initial immigrant earnings and
the improvement in immigrant earnings, as well as the emigration rate from the origin, on a
measure of relative skill differentials in the origin. The measure of relative skill differentials
Borjas used is the “Ratio of household income of the top 10 percent of the households to the
income of the bottom 20 percent of the households’ (Borjas 1987:545). This actually does not

test for the effect of income inequality on positive or negative selectivity in international

10



migration, but only for whether inequality in income in the origin is associated with a greater or
lesser degree of selectivity, after controlling for other variables that reflect the effects on earnings
in the United States of positive selectivity. This measure of household income inequality may be
poorly related to the relevant variable, relative skill differentials. Controlling for other variables,
the coefficient on the inequality variable is not statistically significant in analyses of immigrant
earnings in the United States and in half of the specifications has a positive rather than the
expected negative sign. Contrary to the conclusion, the test does not offer support for the
hypothesis that immigrants from countries with greater skill differentials are drawn from the least
able members of the origin labor force.®

In his reply to the Jasso and Rosenzweig (1990) critique of his paper, Borjas (1990:306)
repeats that “If earnings between the United States and the source country are positively and
strongly correlated, positive selection is observed whenever the United States has more income
inequality then the source country and negative selection is observed otherwise”. In his new
empirical test Borjas (1990, p.307) uses as his measure of relative skill differentials a dummy
variable for whether the origin country has an income distribution more unequal than the United
States. The t-ratio of -1.8 is at the margin of statistic significance, although Borjas asserts
confidently that his prediction is “confirmed by the results’ (Borjas 1990:308). It is not clear
why he changed the measure of inequality to a dichotomous variable or whether this measure of
inequality in this and in the earlier study reflects skill differentials or other dimensions of
household income inequality, such as the inequality in human capital and other assets, or
differences in household labor supply. Moreover, the margina t-ratio for inequality isin contrast

to the very high t-ratios for the effect on immigrant earnings in the United States of origin
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country per capita income (t = 6.4) and the refugee variable, whether the origin is a communist
country (t = -3.6).

D. Non-Economic Migrants

Conventionally defined economic variables are not the only determinants of migration.
People also move for “non-economic” reasons, including to accompany or join family members
(“tied movers’), for real or perceived threats to their freedom or safety because of their class,
religion, race, or other characteristic (“refugees’), and for ideological (including religious)
reasons.” The favorable self-selectivity for labor market success would be expected to be less
intense among those for whom migration is based primarily on factors other than their own labor
market success. Studies of tied movers and refugees in comparison to economic migrants
indicate that the former have higher unemployment rates and lower earnings than statistically
comparable economic migrants (Mincer 1978; Chiswick 1978, 1979, 1980, 1982). The earnings
disadvantages of tied movers and refugees are greater initially and diminish with duration of
residence, but generally do not disappear.

E. Empirica Studies of Selectivity: Migrants and Return Migrants

A variety of studies have been conducted to test directly for the favorable-selectivity of
migrants. A series of studies on internal migration in the United States and Canada have found
that migrants tend to have higher levels of schooling than non-migrants who remain in the place
of origin and that the use of selectivity correction techniques indicates that they would have had
higher earnings in the origin than non-movers (see, for example, Isslam and Choudhury 1990;
Robinson and Tomes 1982; DaVanzo 1976; Vandercamp 1977; Gabrid and Schmitz 1995;

Bailey 1993).
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There is less research on the issue of the selectivity of the emigration of in-migrants, of
which a special case is return migrants, that is, those who return to their origin. Migrants have a
higher propensity for a subsequent move than do non-migrants, other variables being the same.
The former have already demonstrated a propensity to move, and have less human and social
capital specific to the initial destination. Return migrants may have human and social capital
specific to the origin that has not fully depreciated in their absence. Migrants may depart for a
number of reasons, including new information about even better opportunities elsewhere,
because ex post there is a redlization that the destination did not live up to their expectations, or
because economic or political circumstances in the origin or in the destination have changed.
Moreover, they may depart because the initial move was intended to be temporary (sojourners),
perhaps because they are target earners in the destination. These arguments and the statistical
analyses suggest that on average migrants who subsequently emigrate will be somewhat less
favorably selected than the original flow of economic migrants, but they appear to be more
favorably selected than those who never moved.*

Beenstock (1996) studied the return migration of immigrants in Isragl and found that it
was greatest among those from the high income Western democracies who were less successful
in adjusting to Israel, anong those who migrated as young adults and who did not have children.

Return migrants had a lower proficiency in Hebrew (a destination-specific skill) and higher
unemployment, other things the same, before they departed. Immigrants to Isragl from the high-
income Western democracies, primarily ideological migrants, have a high opportunity cost of
remaining in Isragl.

DaVanzo (1976) finds that for internal migration in the United States the return migrants

13



respond to many of the same economic incentives as did the original migrants. Long and
Hansen's (1977) study of black return migrants to the South suggests that both the origina and
return migration were selective in favor of those with more schooling. Rogers (1982) cites data
indicating a variety of motives for return migration, including an original intention that the initial
migration is only temporary. In an analysis of short-term inter-provincial return migrants in
Canada, Vanderkamp (1972) suggests that they were the less successful migrants. In a study of
internal migration in the United States using the National Longitudinal Survey of Y outh, Bailey
(1993) finds a larger positive effect of a college education on initial migration than on return
migration. He interprets this as implying that those with higher levels of education not only have
higher rates of migration but also make fewer errors in their initial migration, suggesting greater
efficiency in migration.

Nearly al of the studies of the selectivity of migrants focus on the level of earnings or
schooling of migrants compared to non-migrants in the origin or destination. Two exceptions are
studies by Tidrick (1971) and Finifter (1976). Tidrick conducted a survey among Jamaican
university students about their intention to emigrate and whether they would encourage others to
emigrate. Using cross-tabulations she shows that both propensities were higher, the higher the
socia class of the student’s family and the higher the student’s level of ability. Finifter (1976)
reports the findings from a series of Gallup Polls conducted in the United States from 1946 to
1971 that included a question on potential interest in emigrating among Americans. The
propensity to express an interest in emigrating from the U.S. was greater among males, the
currently unemployed, those “dissatisfied with the institutions of the American political system”

(ideological emigrants) and those with a higher level of education, and declined with age
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(Finifter, 1976, p 34-35). Both studies find a positive selectivity in the expressed interest in
emigrating.

F. The Earnings of Migrants and the Children of Immigrants

One of the persistent findings regarding immigrants to the United States is that after a
period of adjustment of about 10 to 15 years male economic migrants earn more than adult men
born in the United States of the same racial/ethnic origin, level of schooling, and other measure
characteristics. (See, Chiswick 1979, 1980, 1986a)."* Among refugees, on the other hand, initial
earnings are lower than among economic migrants, but the rate of improvement is greater and the
gap diminishes over time, athough it does not disappear with duration of residence. If refugees
“catch-up” to the earnings of otherwise similar native born men this catch-up comes later than
among economic migrants. Equally striking is that the native-born children of immigrants
(second-generation Americans) tend to earn more than the native-born with native born parents
(third and higher generation Americans) (Chiswick 1977, 1980, 1986b). Other things the same,
within racia and ethnic groups, this earnings advantage is about 5 to 10 percent, or the earnings
equivalent of about one extra year of schooling. These earnings advantages of immigrants and
their native-born children occur in spite of the disadvantages of a foreign origin, including less
country-specific knowledge or information and poorer proficiency in English, especially in the
first generation.*

An analysis of the earnings of black internal migrants in the United States is instructive.
Using data from the 1960 and 1970 Censuses of Population it has been found that black male
migrants from the South to states outside of the South display similar earnings patterns as

immigrants. The Census provides data on state of birth, state of residence five years ago, and
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current state of residence. Adult black men born in the South who have lived in the non-South,
less than 5 years earn significantly less that those born in the non-South, other things being the
same. On the other hand, those born in the South who have lived in the non-South five or more
years earn significantly more than statistically similar black men who were born in and remained
in the non-Southern States'® These findings are consistent with favorable selectivity in
migration, with a period of adjustment required in the new (non-South) labor market.

These findings for international and internal migrants are consistent with the hypothesis
that economic migrants are favorably self-selected for ability or human capital investment, and
that refugees are less intensely self-selected. When the favorable selectivity of economic
migrants just outweighs the disadvantages of a “foreign” origin (less destination specific human
capital), the earnings of immigrants equal those of the native-born, and then surpasses that of the
native born. Some of this favorable self-selectivity is transmitted to the immigrant’s native-born
children, athough presumably with a regression to the mean, that is, the effect is dampened
across generations.

Iv. Summary and Conclusions

This paper has explored the theoretical issues and the empirical literature regarding the
selectivity of migrants. Although the primary focus is on international migration, reference is
made to internal migration and return migration. The analyses indicate a tendency toward the
favorable self-selection (supply) of migrants for labor market success on the basis of a higher
level of ability broadly defined. The favorable selectivity is more intense: the greater the out of
pocket (direct) costs of migration and return migration, the greater the effect of ability on

lowering the costs of migration, and the smaller are the wage differences by skill in the lower
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income origin than in the higher income destination. Favorable selectivity for labor market
success can be expected to be less intense for non-economic migrants, such as refugees, tied
movers and ideological migrants, and for sojourners (short-term migrants) and illegal aliens.

The theoretical analysis in this paper applies only to the supply of immigrants and not to
the observed outcomes. The determinants of the demand for immigrants are also relevant for
international migration as all nation states have selection criteria for those they will admit.
Among countries for whom entry restrictions are binding the criteria for rationing immigration
visas will influence the favorable selectivity of those who actualy immigrate. Selection criteria
can ration visas on one or more characteristics that enhance labor market earnings, such as
schooling level, professiona qualifications, age, and destination language proficiency, among
other criteria. Alternatively, criteria can be used that are seemingly independent of skill level,
such as kinship ties, refugee status, and lotteries. There will be a tendency for immigrants to be
favorably selected under a given selection criteria.  The former criteria, however, are likely to
select, on average, a higher ability subset among those who would supply themselves as
immigrants than would the latter criteria.  The overall favorable selectivity of immigrants,
therefore, depends on the favorable selectivity of the supply of immigrants and the criteria used

to ration admissions.
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NOTES

1. Under reasonable discount rates, increases in earnings received far into the future, say starting
in 30 years, have a small present value. The length of the effective life can be considered infinite
if the decision-maker takes into account the higher earnings their descendants would receive if
raised in the destination rather than in the origin. The sharp fall off of migration and other
human capital investments with age among adults has less to do with the finiteness of the
working life than with the rise in the opportunity cost of time with human capital investment,
including on-the-job training or labor market experience, location-specific investments, and the
incentive to make the most productive human capita investments (for which the internal rate of
return is greater then the discount rate) sooner rather then later.

2. An analysis of the adjustment process is beyond the scope of this paper. The adjustments
relevant for the labor market include investments in schooling, on-the-job training, information
and language, among other characteristics. See, for example, Chiswick (1978), Chiswick and
Miller (1992) and Khan (1997).

3. The interest cost of funds or the discount rate would be the person’s borrowing rate if at the
margin the person is a borrower and is the lending rate if this is what the person does at the
margin. The rate depends on the person’s wealth and rate of time preference for consumption in
the present relative to the future. Discount rates may therefore vary across individuals and by age
for the same individual (See Hirshleifer, 1958). For a model of the supply and demand for
investment funds for investments in human capital, see Becker and Chiswick (1966).

4. Although for simplicity of exposition the discussion will be in terms of labor market earnings
and ability, it can easily be extended to include efficiency in consumption. For the same nominal
earnings, greater efficiency in consumption enhances real earnings.

5. These out-of-pocket costs are frequently measured by distance. See, for example, Schwartz
(1973).

6. This is consistent with analyses of illegal aiens in the United States that indicate they are
disproportionately low-skilled workers, as measured by their level of educationa attainment,
English language proficiency, occupationa status and earnings. Illegal aliens appear to have
lower earnings than workers with legal rights to work who otherwise have similar characteristics,
presumably because of their limited job mobility, and shorter expected duration in the
destination. See, for example, Rivera-Batiz (1999) and Kossoudji and Cobb-Clark (1998).

7. For a comment and reply on issues other than those raised here, see Jasso and Rosenzweig
(1990) and Borjas (1990).

8. Cobb-Clark (1993), however, does find a marginally significant negative relation between

income inequality in the origin and the earnings of immigrants in some of her equations in her
study of immigrant selectivity among women in the United States. It is surprising that the effect

18



is more pronounced for women than for men given that among women there is a larger
proportion of tied movers. Given that the inequality measure is household income inequality it is
unclear whether female labor supply effects in the origin and destination are determining this
relationship.

9. For the classic study of tied-movers and tied-stayers, see Mincer (1978). It is sometimes
difficult to distinguish between ideological migrants and refugees. Many of the earliest settlers
in the United States came for a fuller expression of their religious beliefs, and not necessarily
because of persecution, and hence would be ideological migrants. For a study of ideology and
emigration from the United States in the post-WWII period, see Finifter (1976). Americans who
went to the Soviet Union in the inter-war period to build the new Soviet State were ideological
migrants. North American Jewish immigrants in Israel would also be an example of ideological
migrants (Beenstock 1996). While the latter earn more than other immigrants in Israel, overal
and other variables the same, their real earnings are lower than what they would have received in
the United States (Chiswick, 1998).

10. See, for example, DaVanzo (1983), DaVanzo and Morrison (1986), Herzog and Schlottmann
(1983), Long and Hansen (1977), Shumway and Hall (1996), Vandercamp(1972), Yezer and
Thurston (1976).

11. Borjas (1985) argues that the appearance of arise in earnings with duration of residence in
cross-sectional data is due to a decline in the quality of more recent cohorts of immigrants. He
does not deny the higher ability of earlier cohorts. Using different methodologies, Chiswick
(1980, 1986a), Duleep and Regets (1996, 19973, 1997b) and La Londe and Topel (1992) show
that Borjas (1985) misinterpreted the data and that there is no evidence of a decline in the
earnings of immigrants relative to natives over successive cohorts during the post-WW]I period,
other variables being the same. By focusing on immigrant earnings at arrival, Borjas (1985)
confused the steepening of human capital earnings profiles for immigrants and natives (a higher
return to skill) and a reduction in the transferability of the skills of immigrants due to a shift in
source countries of origin with a decline in immigrant quality (ability). For a similar earnings
catch-up at the turn of the century, see Blau (1980). For an analysis of the catch-up in terms of
employment and unemployment, see Chiswick and Hurst (1998). Lindstrom and Massey (1994)
show that the emigration of the foreign born does not distort the assimilation of immigrants
observed in the U.S. Census.

12. Prdiminary results indicate that among native-born men those who speak a language other
than or in addition to English a home, and who are disproportionately second-generation
Americans, have lower earnings, other things the same, than the native born who speak only
English at home (Chiswick and Miller, 1998).

13. See, for example, Chiswick (1980), Long (1974), Long and Heltman (1975), and Masters
(1972).
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