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Abstract 

Paper [I]- Household Migration and the Local Public Sector: Evidence from 
Sweden, 1981-1984 (co-authored with Michael L. Wyzan), contains an empirical 
exploration of the nexus between variables related to the local public sector budget 
and migration. Micro-data is employed in binomial and multinomial-logit regressions 
estimating the probability to migrate. We report results separately for metropolitan 
and nonmetropolitan areas, because the per capita levels of the tax base and 
intergovernmental grants are theoretically important migration determinants where 
population is sparse, while the tax rate may be more important where population is 
dense. Empirical results support our fiscal hypotheses and are consistent with 
previous findings on household characteristics. 

Paper [II]- Internal Gross Migration in Sweden: The effects of Variation in 
Mobility Grants and Regional Labour Market Conditions, focuses on the effects of 
labor market conditions and migratory stimuli on over county-border migration. 
Aggregate data on the flows of all migrants and on the flows of migrants receiving 
extra mobility stimuli are used in estimations of a single-equation migration model 
based on the hiring function. The results indicate that regional migration flows 
respond to changes in labor market conditions in accordance with predictions from 
economic theory. This result seems mainly to stem from the migratory b ehavior of 
the unemployed. In addition, nonmatching migration subsidies at the levels 
employed are not found to be migration enhancing. 

Paper [III]- Employment Opportunities, Wages and Interregional Migration in 
Sweden 1970-1989, deals with the impact of aggregate labor turnover and regio nal 
labor market conditions on gross in- and outmigration. Annual panel data is used in 
estimation of separate in- and outmigration functions, where regional labor market 
conditions are assumed to be endogenous with migration under two different 
assumptions concerning the working of the labor market. An increase in the regional 
excess supply of labor is found to increase outmigration and decrease inmigration. 
Moreover, cyclical variation in labor turnover is positively correlated with gross 
migration. The hypothesized effects of real wages on migration are not confirmed. 
The results are not sensitive to the various assumptions concerning regional wage 
formation considered in this study. 

Paper [IV]- A Panel Study of Migration, Household Real Earnings and Self-
Selection (co-authored with Roger Axelsson). The effects of migration on household 
real earnings are examined. Data pertain to a sample of stable household 
constellations in Sweden, 1978-1991. A treatment-effect model is employed, 
whereby the potential effects of nonrandom sampling of data on earnings for 
migrants and nonmigrants are taken into account. We find that stable multi-adult 
household constellations did not gain in income fro m migration during the 1980s. In 
addition, we find no strong indications of selection bias in th e income equation. 
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1 

SUMMARY 

1 Introduction 

Economic Theory and Migration 

Human migration plays an important role for the achievement of an efficient 
allocation of sc arce resources.1 Classical economists viewed human migration as a 
result of spatial variations in labor supply and/or demand conditions causing wage 
differentials between geographical subdivisions of the economy. The wage-induced 
migration results in increasing lab or supply in high-wage regions and the opposite in 
low-wage regions until a new equilibrium is established. According to Adam Smith, 
pecuniary wages are not likely to become equal across different labor markets, but 
the "net advantage" of pecuniary and non-pecuniary advantages will be equalized 
(Hollander, 1973).2 Marshall (1948, p. 567) notes that: 

"No one can deliver his labour in a market in which he himself is not 
present.... and the unwillingness to quit home, and to leave old 
associations, including perhaps some loved cottage and burial-ground, will 
often turn the scale against a proposal to seek better wages in a new place." 

Neoclassical economics views the decision to change one's residential location, 

and the related one of where to move, as "investment" decisions. The potential 

migrant compares the costs, both pecuniary and psychic, of moving with the lifetime 

discounted stream of benefits, especially the higher incomes, that would result from 

such a move. This sort of reasoning has spawned an enormous empirical literature.3 

More recent research based on an equilibrium perspective in a neoclassical fashion, 

focuses on spatial variation in the supply of non-traded goods. Individuals are 

1 See Molho ( 1986) for an overview of theories of human migration. 
2 Smith seems, however, to viewed migration as relatively inelastic with respect to wage differentials. 

Diminishing wage dispersion within cohorts of fairly homogeneous labor wou ld (in a competitive 
market) primarily occur trough occupational mobility. Commenting on wage differentials between " 
town and country labourers", he claimed that "After all that has been said of the levity and 
inconstancy of human nature, it appears evidently from experience that a man is of all sorts of 
luggage the most difficult to be transported" (Hollander, 1973). 

3 For reviews see Greenwood (1975, 1985) and McDowell and Singell (1993). 
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assumed to maximize utility from traded and non-traded goods, e.g., location 

specific amenities, Graves and Linneman (1979). Changing demand for non-traded 

goods resulting from, say, an increase in income, causes migration. 

The modern literature in this sphere began with Sjaa stad (1962), who viewed 

migration as an investment in human capital. In this view, a potential migrant 

compares the expected utility arising f rom the present value of the expected stream 

of b enefits from residing in a particular location with the expected present value of 

the costs, both monetary and nonmonetary, of moving somewhere else . The potential 

migrant selects the location with th e highest net outcome. However, it is not cle ar 

from Sjaastad (1962) how "psychic costs", as leaving familiar surroundings and 

friends, should be perceived. He argued (p.85) that 

"... the psychic costs of migration involve no resources for the economy 
and should not be included as part of t he investment in migration." 

Further down on the same page he noted that 

"Although the psychic costs involve no resource cost, they do affect 
resource allocation. Very likely, more migration would take place if 
psychic costs were zero for everyone." 

A refined version of the view of migration as an investment in human capital 

can be found in Polachek and Horvath (1977). Their model is one in which the 

individual makes three types of investment over his or her lifetime: investment in 

human capital; investment in information about the relative wages of alternative 

locations; and "mobility investment," i.e., incurring the cost of moving for a higher 

benefit in a new location. Mincer (1978) treats migration, using a human capital 

framework, as the outcome of a family decision whereby married/cohabitant 

individuals may act as "tied stayers" or "tied movers". That is, the location that yield 

the family optimum would represent a suboptimal location for at least one of the 

spouses if, in the alternative case, he/she had been single. 
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A further development in the literature occurred with the appearance of random-

utility theory (McFadden,1974).4 According to this theory, an individual's utility is 

divided into deterministic and stochastic components, the latter representing the 

deviations of the (his or her) behavior from that of the "representative" individual 

captured by the former. Such a theory, which is operationalized via such "discrete-

choice" econometric techniques as probit and logit, is useful in explaining why 

certain individuals move in the opposite direction from that of the net flow of 

migrants. 

Important further advances have arisen from the development of search theory. 

This conception applies to a world in which information is imperfect and the indi

vidual must undergo costly search to obtain it, e.g., McCall and McCall (1987). As 

noted by McKenna (1985, p. 5), "Search processes are the means by which 

information is discovered, and ... a decision rule specifies the circumstances under 

which search for additional information will stop" (emphasis in original). Some 

recent empirical research on migration related to search theory is reviewed in Herzog 

et al. (1993). 

The first paper in this thesis is based on a random utility app roach while the 

theoretical considerations in the second paper is related to search theory. The third 

paper perceive gross migration as a temporary equilibrium phenomenon and is based 

on neoclassical theory. In the fourth paper we draw upon Mincers extension of the 

human-capital framework. 

Economic studies of migration can be divided into two categories, those which 

focus on the determinants of migration and those dealing primarily with the effects of 

migration. The first three studies in this thesis belong mainly to the former category 

and the fourth to the latter. The main object of analysis in papers [1], [2], and [3] is 

4 For an introduction and further references, see Greene (1990) and Molho (1986). 
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the effects of variation in fiscal variables and/or labor market conditions on 

migration. In paper [4] we focus on the effects of migration on household income.5 

2 Summary of the Papers 

2.1 Household Migration and the Local Public Sector: Evidence from 

Fiscal Variables and Migration 

The main objective of this study is the potential linkage between local fiscal 

structure and migration. In recent years a large body of work has appeared dealing 

with the effects of public sector attributes on human migration (Charney, 1993). 

Particular attention has been devoted to examining the association between local 

income or property taxes and migration, e. g., Aronson and Schwartz (1973), Herzog 

and Schlottman (1986), Shaw (1986), Fox, Herzog and Schlottman (1989), and 

Nelson and Wyzan (1989).6 The impacts of various forms of public expenditures 

have also been studied, e.g., Pack (1973), Cebula (1979), and Day (1992), as have 

the effects of unrestricted central-government grants to localities, for example, 

Courchene (1970), Shaw (1986), Fox, Herzog and Schlottman (1989), and Nelson 

and Wyzan (1989). 

These studies have focused on the expenditure and/or taxation sides of the 

ledger, while ignoring the role of the local tax base, despite the latter's theoretical 

importance as a determinant of household mobility. In a seminal article Wheaton 

(1975) challenges Tiebout's (1956) notion of "voting with one's feet". Tiebout held 

that the establishment of a large number of jurisdictions which assessed local 

preferences and provided public output efficiently, would enable individuals to 

5 This thesis contain very little descriptive information on migration in Sweden. Holmlund (1984) 
and Nilsson (1995) provide, beside economic analysis, comprehensive information on labor 
mobility in Sweden. See also Bengtsson (1989). 

^ Local taxes have also been considered as potential determinants of migration in Holmlund (1984), 
Edin et al. (1991), and Nilsson (1995). These studies have, however, been oriented mainly towards 
other issues. 
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migrate to a stable equilibrium of optimal (and homogenous communities). Wheaton 

(1975, p. 337) demonstrates theoretically that the "critical factor that determines 

migration preferences is the method by which each community finances its public 

consumption". 

In a model with one private and one public good, Wheaton investigates 

individual behavior vis-à-vis moving to a new locality differing only at the margin 

from the one of current residence. His most relevant findings for Sweden concern 

migration incentives under proportional income taxation. In general he finds that, 

unlike the case of a poll tax, all individuals starting out in homogenous communities 

will wish to move to wealthier ones.7 The same result holds if they start out in 

heterogeneous ones, and if one assumes a logarithmic utility function. Thus, the local 

tax base is an important fiscal variable worth examining as a potential determinant of 

migratory behavior. 

Other local fiscal variables are to a certain extent reflections of the local tax 

base. Poorer communities must levy higher tax rates to pay for a particular level of 

quantity and quality of service. However, taste differences across communities may 

result in dif ferences in tax rates unrelated to the tax bases. Suppose that the median 

voter has a relatively great taste for local public services and that this is the reason 

for a relatively high tax rate. If so, that rate would not be associated with a relatively 

high level of outmigration. However, the tax base should in equilibrium not be 

sensitive to such consideration, since a higher tax base results in a lower tax rate for 

any level of desired level of local pub lic sector consumption. 

This reasoning presumes that consumption of local public production and tax 

payments takes place in the same jurisdiction. In densely populated urban areas, it is 

often possible to consume local publicly-provided goods/services in one jurisdiction 

while living in another. Thus, small transaction costs may facilitate free-riding 

Another interesting result is that under a Lindahl type tax, each individual pays taxes according to 
the his/hers marginal ben efit from public goods, all consumers would like to migrate to wealthier 
communities. This holds irrespective of the income composition in their present locality (Wheaton, 
1975, p. 382). 
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behavior in these instances. In our view, this effect is likely to be felt, if at all, in 

such urbanized a reas as the county of Stockh olm, rather than in a northern county 

where municipalities are far apart. Thus, it is conceivable that tax rates play a more 

important role in explaining residential relocation in metropolitan areas than 

elsewhere. 

Empirical Analysis 

In this study, we present the results of an empirical analysis of the migratory 

behavior of Swedish households between 1981 and 1984. 

The data we employ may broadly be divided into two types: data on household 

characteristics, and those on the characteristics at place of origin, i. e., house prices, 

unemployment, and the fiscal structure. The first type of data are found in the 1981 

Level of Living Survey (Levnadsnivåundersökningarna or LNU), as well in reg ister 

data for the period after the survey. The second type consists of official data 

provided by Statistics Sweden. 

We conduct initially a binary-logit analysis to estimate the determinants of the 

probability that a household changed its municipality (kommun) of residence during 

this period. 

The nature of migration seems to be highly dependent on the distance over 

which it occurs. Molho (1986, p. 411) notes that there are "sharp disjunctures in 

migration patterns across different distance ranges, [which can be] attributed to 

different motives for moving, [since] there are inherent differences between migrants 

who merely relocate residentially, and those who also change their workplace" 

(emphasis in original). One of our goals for the empirical work in this study is to 

ascertain whether different motives can be discerned for short and long-distance 

moves and the bearing that such difference may have on fiscally-induced migration. 

For this purpose we also employ multinomial-logit analysis of three locational 

choices available to the household. These options include staying in its starting 
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municipality; moving to another municipality within its present county (län) of 

residence; and moving to a municipality in another county. 

Following the discussion above we assume the local tax base as to be the 

dominant determinant of the local public sector influence on migration. We also 

consider the potential impacts from tax-equalisation grants and the local 

expenditures on mandatory municipality services through a variable reflecting the 

age and social structure of the municipalities population. 

Since the importance of various fiscal variables may differ with respect to the 

spatial structure, we also report the results where we distinguish between 

metropolitan and other areas. 

In all, the fiscal variables perform with mixed results depending on sample 

stratification and model specification. However, for the relatively stable household 

constellation married/unmarried cohabitants we find indications of a significant 

correlation (in expected direction) between the fiscal variables and out-migration 

probability. 

The local tax base is a negative and significant factor only for intracounty 

migration in non-metropolitan Sweden. This result is robust with re spect to model 

specification and for the reallocation of borderline cases between the two types of 

regions under study. Moreover, we obtain results indicating a positive relationship 

between the local tax rate and short-distance migration within metropolitan areas. 

The local tax base fails to be significant for short-distance migration in metropolitan 

areas, as does the local tax rate in non-metropolitan Sweden in all specifications 

employed. 

These results are consistent with the implications in Wheaton (1975) and with 

our conjecture that it may be the tax rate, rather than the tax base that matters in 

metropolitan areas, whereas the opposite is true for non-metropolitan areas. 

Moreover, the insignificance of fiscal variables in the case of long-distance 

migration is in keeping with the notion that the importance of such variables is 
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largely felt for moves that do not entail job changes. Caution in interpreting 

estimation results should be exercised for several reasons, one of which is the 

problem of simultaneity that may arise with a single-equation approach as employed 

here. Likewise, migration behavior is estimated here without direct information on 

the characteristics of potential destinations and it should also be noted that the 

number of migration spells are relatively few. 

2.2 Internal Gross migration in Sweden: The effects of regional labor 

market conditions and mobility stimuli 

The purpose of this study is twofold. The first issue under investigation is 

whether additional migration stimuli offered to the unemployed in Sweden (up to 

1987) significantly affected total geographical mobility or the propensity to migrate 

from areas with high unemployment. The second theme of this study is a comparison 

of aggregate migratory behavior between unemployed and other migrants, with the 

focus on the effects of changing labor market conditions. 

Job Search and Migration 

In the search theoretical framework, locational choice is conceptualized as 

being the outcome of a search process under imperfect information. This perspective 

is highly useful for sorting out the complex and interconnected issues raised by 

human mobility. As noted by Molho (1986, p. 402), a distinction should be made 

between "speculative" migration, in which the migrant sets off without having first 

secured employment in the destination, and "contracted" migration, in which such 

employment has already been found. Speculative migration is part of the search 

process, whereas contracted migration is an outcome of that process. 

The institutional framework for job search on the Swedish labor market has 

ingredients as free service at the labor exchange, compulsory notification of 

vacancies to the labor exchange, a computerized vacancy-information system, and 
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free travels to hiring interviews. It is therefore reasonable to believe that labor-

market related migration is dominated by contracted migration. 

The probability of engaging in contracted migration can be expressed as the 

product of three conditional probabilities; that of sea rching during a given period in 

a certain region; that of, conditional on search, receiving an offer from that region; 

and that of, conditional on receiving an offer, accepting that offer. 

In this study we employ a migration model based on search theory where 

contracted migration is perceived as an outcome of a successful match between an 

unemployed in one region and a vacancy in another region. The migration model can 

compactly be expressed as: 

mij =Zij h (si / sj ) (Vj /Vj ) 

where 

my = total number of migrants moving from region i to region j normalized with 
the labor force in region i 

Z{j = a vector consisting of variables determining reservation wages, transaction 
costs, and search costs 

h = total hirings in the economy normalized with the national labor force 

si = number of job searchers in region i normalized with the labor force in 
region i 

Sj = the total number of job searchers in j normalized with the size of the 
national labor force 

Vj = the number of vacancies in region j normalized with the labor force in 
region j 

v, = the number of vacancies in region i normalized with the labor force in the 
region. 

The product (st / Sj)(vj / vt ) measures the probability that a job searcher from i  

receives an offer from j in absence of search costs and other types of frictions. These 

factors are reflected by the composite variable . This is, except for 
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parametrization, the model that constitute the basis for the econometric work in this 

study. 

The Effects of Mobility Grants 

The major economic argument for public subsidization of migration, is the 

notion of positive externalities following from labor mobility. The private gains from 

accepting job offers that involve change of residenti al location probably differ from 

the effects on social welfare of labor mobility. The aggregate production function 

may be improved through an efficient allocation of labor. However, high and 

progressive income taxes and wage rig idities, as in the case of Sweden, lower the net 

private income gain in relation to the increase in total production brought about by 

migration.8 

Aside from the pure productivity arguments, migration subsidies provided to 

certain population groups, e.g., "involuntarily" unemployed individuals, can also be 

justified on equity grounds. 

The migration subsidies employed within the framework of labor market policy 

in Sweden may be roughly divided into two categories - grants that matches the 

actual cost of moving (furni ture transportation and travelling costs) and grants more 

or less unrelated to these costs. At one time, the most important of the latter type was 

the starting assistance grant (STAG) - a lump-sum grant offered to potential migrants 

among the unemployed and to individuals at risk of being unemployed. Officially 

designed as a mean to increase labor mobility, the STAG was introduced in 1959 and 

amounted in 1987, when it was abolished, to 4 000 SEK for single and 15 000 SEK 

for multiperson ho useholds. This corresponds to about 5 500, respectively 20 400, 

SEK in terms of the 1991 price level. The starting assistance grant became tax free in 

1984. 

Fiscal externalities and local rent sharing may however induce migration that lowers total 
production, see for example Flatters et al. (1974) or Boadway and Flatters (1982Ï 
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This study presents the results from estimations of several variations of a model 

developed by Jackman and Savouri (1992), where STAG enters the migration 

function as a potential determinant of over-county border gross migration. 

Migration and Regional Labor Market Conditions 

In a review article on U.S. internal migration, Greenwood (1975, p. 411) noted 

that "One of the most perplexing problems confronting migration scholars is the lack 

of significance of local unemployment rates in explaining migration A useful 

study might contrast the determinants of migration of the unemployed with 

employed". 

Since then several studies using micro data have dealt with this issue, e.g., 

DaVanzo (1978), Schlottman and Herzog (1982), Hughes and McCormick (1989), 

and Van Dijk et al. (1989).9 Broadly speaking, these studies indicate that higher 

regional unemployment increase out-migration. Moreover, the effects from variation 

in employment prospects on migration behavior seem to depend on individual 

employment status. For example, DaVanzo (1978) finds a higher migration 

probability for families whose heads were looking for a job compared with that for 

other families. Furthermore, local unemployment rates where found to increase 

migration, though only among the unemployed. Other families where "either 

unresponsive or responsive in the opposite direction to that expected" (DaVanzo, 

1978, p. 508). The results from migration research in Sweden show almost the 

reverse pattern - studies using aggregate data have frequently found significant 

coefficients with expected signs for unemployment and other indicators of local 

labor market conditions, Dahlberg and Holmlund (1978), Nilsson (1982), 

Westerlund and Åberg (1986), and Edin et al. (1991), Westerlund (1994), and 

Nilsson (1995), while findings from micro data fail to confirm a positive relationship 

More recent studies using aggregate data indicate, generally, an expected relationship between 
migration and regional labor market conditions, e.g., Foot and Milne (1984), Greenwood and Hunt 
(1984), Greenwood et al. (1986), Pissarides and McMaster (1990), and Jackman and Savouri 
(1992). 
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between unemployment experience and migration probability, e.g., Holmlund 

(1984), Westerlund and Wyzan (1995), and Axelsson and Westerlund (1995).10 

The use of aggregate data is connected with problems of heterogeneity while 

migration studies using micro data usually suffer from few observations of migration 

events. Of course this problem becomes critical when the analysis pertains to 

relatively small sub samples, say, when th e group of unemployed is singled out from 

relatively small survey-data sets. 

This study employs aggregate data, but these data contains information which 

allows for the distinction between migration flows of individuals being members of 

families struck by unemployment and migration flows of others.11 Our main concern 

is to investigate if these two groups differ with respe ct to the response to changing 

labor market conditions. 

Empirical results 

Two different aggregate-data sets are used in this study. One consists of yearly 

observations on aggregate migratory flows of all individuals over county-borders 

during the period from 1970 to 1989. The whole migration matrix, aside from the 

diagonal, containing individual flows from all counties to all other counties, is 

employed here.12 

The other data set provides information on the aggregate flows of over county-

border migrants receiving starting assistance grants during the period from 1972 to 

1986.13 The latter data set consists, almost exclusively, of unemployed migrants. We 

estimate the total number of migran ts following each grant and by subtraction of the 

10 However Harkman (1989, p. 148) finds that labor-market related migration 
among the unemployed is significantly increased by a higher ratio of job 
searchers to vacancies. 

11 The measurement errors may be substantial in this case, see further discussion in paper [2]. 
12 Edin et al. (1991). 
13 Data for 1987 are also available but left out since starting assistance grant was abolished in July of 

that year. 
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matrix of unemployed migrants from the matrix of total number of migration events 

we obtain the matrix of " other migrants" - the employed or individuals outside the 

labor force. 

The econometric technique employed here is one of pooling time-series and 

cross-section observations for use in OLS-estimation. As mentioned be fore, we use 

several different specifications all related to the Jackman and Savouri model. 

The empirical findings can be summarized as: 

1. The level of starting assistance grant actually paid has not increased over-

county border migration. 

2. No significant effect from this grant on out-migration from the high-

unemployment areas of northern Sweden can be found. 

3. Total over-county border migration show expected and significant correlation 

with variation in regional labor market conditions and cyclical changes in aggregate 

hirings. 

4. The latter result is largely due to the migratory behavior among the 

unemployed who respond as expected to changes in unemployment and vacancies, 

whereas the labor market variables show insignificant or unexpected impacts on 

migration for individuals being employed or outside the labor force. 

2.3 Employment Opportunities, Wages and Interregional Migration in 

Sweden 1970-1989 

This study focuses on the interaction between regional income opportunities 

and interregional gross migration flows. 

Early empirical studies, based on simultaneous equation models of migration, 

employed aggregate data pertaining to the U.S., e.g., Muth (1971), Olvey (1972) and 

Greenwood (1973). The first Swedish study in this field was Dahlberg and Holmlund 
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(1978), who considered the interaction between regional income change, 

employment change, and interregional gross migration. The results of their study 

were similar to those of Greenwood (1973). Variables related to employment 

prospects, such as employment, employment growth and unemployment, affected 

migration in the expected directions. The estimated relationship between income 

variables and migration was less congruent with e conomic theory. Nilsson (1989) 

dealt with regional unemployment, wages and net-migration within a simultaneous 

equations framework. The empirical results showed the expected and significant 

effects of unemployment and wages on regional net migration. Nelson and Wyzan 

(1989) employed aggregate data on intercounty and intermunicipality migration in 

Sweden. They found that wages h ave no discernible effect on county-level migration 

and that counties with higher employment growth experience lower outmigration of 

men. However, no significant influence of employment growth on the mobility of 

women was indicated. To our knowledge, Dahlberg and Holmlund (1978) and 

Nelson and Wyzan (1989) are the only previous studies on migration in Sweden that 

explicitly considered simultaneous determination of regional labor market variables 

and gross mobility between regions. 

The empirical results of this study are based on a simple (partial) equilibrium 

model allowing for endogenous adjustment of migration and regional labor market 

conditions. Under the assumption of flexible wages, exogenous distortions cause net 

migration which, in turn, changes labor supply and demand on regional labor 

markets until wages and gross migration flows are in equilibrium. Under the 

alternative assumption of fixed wages, net migration caused by an exogenous 

disturbance, changes regional labor supply and demand until the level of the regional 

excess supply of labor is compatible with zero net-migration.. Th e latter approach is 

related to that of Harris and Todaro (1976), in which migration interacts with 

regional income opportunities under fixed wages. 

In the econometric analysis we estimate separate equations for out- and 

inmigration. Gross migration flow s are assumed to be determined by regional real 

wages, the excess supply of labor, and a vector of exogenous regional attributes, 

such as lagged inmigration, labor market programs, and the size of the young 
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population. Macroeconomic influences on migration have typically been ignored in 

studies focusing on the interaction between labor mobility and adjustment on 

regional labor markets. In th is case, we incorporate variation in aggregate hirings as 

an exogenous variable in both migration equations. We use data on intercounty gross 

migration in Sweden 1970-1989 and a fixed effects model to estimate the 

simultaneous equations by two-stage least squares. 

Empirical Results 

We find that variation in employment prospects is the key factor in the 

interaction between gross migration and compensated regional differences in income 

opportunity. Generally, regional excess supply of labor and aggregate hirings 

influence gross migration in anticipated directions. The hypothesized effect from real 

wages on migration is not confirmed. These results are not sinsitive to the various 

assumptions concerning regional wage formation considered in this study. 

Furthermore, the results a re congruent with the findings of a large number of stud ies 

using aggregate data on migration, for example, Greenwood (1973), Dahlberg and 

Holmlund (1978), Greenwood and Hunt (1984), Greenwood et al. (1986), Edin et al. 

(1991), Jackman and Sav ouri (1992) and Westerlund (1994). With the exception of 

the estimated effect of wages on migration, the results in Nilsson (1995) are similar 

to those in this study. 

An attempt is made to incorporate the adding-up constraints and symmetry 

restrictions on estimated coefficients that arise in systems estimation of migration 

equations (Greenwood, 1984). Estimation of a seemingly unrelated regress ion model 

yields inconclusive results. However, these last results can be called into question, 

since estimation of the s ystem requires that fairly extreme restrictions be imposed on 

the model. 
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2.4 A Panel Study of Migration, Household Real Earnings, and Self-

Selection 

The purpose of this study is to examine the potential effects of migration on real 

household income. 

The interaction between income opportunity and migration is a central theme in 

economic analysis of labor mobility. This aspect is closely related to the notion of 

migration as an equilibrating mechanism in a market economy, which was the point 

of the departure in the seminal article by Sjaastad (1962). He noted that (p. 83) 

"... there exists a ready made criterion to test the effectiveness of migration in 
reducing earnings differentials over space. That criterion is, of course, the rate 
of return on resources allocated to migration. " 

Naturally, income is but one argument in individuals' utility functions. Hence, 

whether migration is associated with higher income is an empirical question. Earlier 

research in the U.S. suggested that migrants enjoy gains in income as a result of 

relocation (Greenwood, 1975, 1985). Dahlberg (1975) studied the effects on income 

of migration in Sweden. His sample consisted of individuals who prior to migration 

were unemployed or at risk of becoming so. He found that 

"... while moves by some groups gave rise to significant income gains and were 
experienced as well a s worthwhile, moves by large groups - married persons, 
for example, or people moving from the inland depressed regions - led to small 
economic gains to the people concerned ... "(p. 21).14 

Also using data from Sweden, Holmlund (1984) found higher earnings for job 

leavers, of whom some migrated, than for job stayers. 

A potential problem in measuring the effects on income of mobility, is that data 

on incomes for migrants and nonmigrants can be nonrandomly selected. This stems 

from the fact that incomes of migrants (nonmigrants) are only observed for 

individuals who actually migrate (stay) and that personal attributes that determine the 

See also Dahlberg (1978). 
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probability of migration may also affect income. Appropriate econometric methods 

to deal with sample-selection bias became available during the 1970s (Heckman, 

1976). Nakosteen and Zimmer (1980) were the first to apply sample-selection 

models in research on migration; the first study of labor mobility applying these 

methods to Swedish data was Holmlund (1984). Both of these studies indicated 

significant effects of self-selection on individual earnings. 

Following Mincer (1978), we assume that a family's choice of location is the 

result of a compromise among its members. The optimal location for the family may 

not be the optimal one for each family member. For each individual, the difference 

between the net benefits from the first best choice he/she would choose if single and 

the net benefits from the family optimum represents a negative externality. This 

externality causes "marital instability". It is internalized as long as the gain from 

being married/cohabitant is larger than the externality; otherwise spouses 

separate/divorce. 

Hence, the choice between staying and moving is determined by factors that 

influence net benefits to each individual and by factors determining negative the 

negative externalities from residing in a specific location. Most multi-adult 

households contain two income earners and the choice of location is an outcome of a 

(more or less democratic) decision process within the family, which makes it seems 

reasonable to focus on family income rather than individual income. 

For the purpose of this study, we use a treatment-effect model (Barnow et al., 

1978) and micro panel data pertaining to stable household constellations in Sweden 

1978-1991. The two-equation model is estimated in two stages. In the first stage we 

estimate the discrete choice equation, that is, the migration function. The earnings 

equation is estimated in a second stage, taking into account potential effects from 

non-random sampling. 
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Results 

As explanatory variables in the migration function we use age, education, 

family size, indicators of recent experience of migration, whether the household have 

frequent contacts with friends and relatives, owner occupation, self employment, and 

whether the wife is working. W e also include the excess supply of labor on the local 

labor market and population density as regressors in this case. 

We find a strongly significant positive effect from recent migration experience 

on the probability of relocation. A higher educational level of the male enhances 

migration over longer distances. The coefficients on the other variables are all 

insignificant in all specifications. This may be the result of the sampling rule, which 

in this case only allows inclusion of individuals of ages relatively close to the middle 

of the population's age distribution. Accordingly, life-cycle events potentially 

associated with migration are probab ly relatively infrequent in our sample. The poor 

performance of most explanatory variables in the migration function is interesting 

since these are fairly standard ones in human capital and life-cycle models. Thus, the 

migration pattern of cohabiting individuals in productive age groups, who constitute 

large shares of the population and of the labor force, may be quite different than the 

"average" behavior implied by the findings of earlier studies. 

The dependent variable in the income equation is the change in household real 

income between 1980 and 1990. Our measure of household income pertains to gross 

income, which includes certain transfers and does not reflect the marginal 

productivity of labor . Hence, we study the effects from migration on private income, 

not on social welfare. The explanatory variables are: age; change in total number of 

working hours; change in family size; indicators of self employment, change in 

education level, and self-employment. Except for the age variable, we use the first-

difference form on all explanatory variables. This reduces potential time-invariant 

unobserved heterogeneity across households. In addition, we include as regressors an 

indicator of mobility status and the selectivity term. 
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The empirical findings indicate that stable two-earner households in Sweden did 

not gain in income from migration during the 1980s. Moreover, we find no s trong 

indications of selection bias in the income equation. However, the estimated 

coefficient on the selectivity variable is very sensitive with respect to specification. 

As expected, we find that young couples experience a significantly larger increase in 

income than older couples and that there is a strong positive correlation between the 

number of working hours and income.15 In addition, an increase in the educational 

level of the female is associated with a larger increase of household income, but we 

find no significant effects of a change in the educational level of the male. Estimated 

coefficients on on the other variables are generally insignificant. 

We find no indication of working hours being endogenous to migration. 
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