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RELATIVE INCOME CHARACTERISTICS OF INTERREG!ONAL MIGRANTS*

Charles E. Trott, Roger A. Matson, and Wesley G. Smith**

Migration viewed as investment in human capital has become increasingly
popular in the literature [1]. The human capital argument generally reduces
to the expected positive association between migration and the present value
of the discounted stream of income differences between the origin and destination
areas, as summed over the expected working life of the prospective migrant [2].
Workers will move geographically in order to capitalize on perceived income
gains, assuming that such gains more than cover the costs of moving. Because
the hypothesis refers to a future income stream which is uncertain, workers can
be assumed to be maximizing while not reaching optimal solutions in their decision
to migrate or in their choice of destinations. That is, a rational move simply
is one which results in a positive gain in income.

Implicitly, the human capital argument allows for variation in the occu-
pational characteristics and work force experience of each potential migrant
or migrating group. A move geographically will occur if there are regional
variations in wages with respect to occupations and experience in the work force,
and/or if there are variations in the rate of increase in wages by regions, by
occupation, by experience in the work force. This suggests that the hypothesis
can be tested by using regional wage differentials as predictors. An adequate
test of the hypothesis using such differentials, however, presupposes regional
wage data by occupation and age. Such detailed data have not been available
in migration research. Instead, wages are presumed to be adequately measured
by prevailing regional wage rates or levels as averaged over all workers in
all occupations, in all or selected industry groupings. Consequently, to test
the capitalization hypothesis as a predictor of migration it has been necessary
to work with differences in gross regional average wages and to assume homo-
geneity within and among migrating group. Confirmation of the hypothesis is
found when a positive net migration exists with areas of high-average income
and net outflows with areas of low-average income.

rlook the problem posed by the

Studies structured in the above manner ove
People migrate both to and from

gross flows of which the nets are the balances.

*The authors wish to acknowledge the assistance of John Byorni in completing

the analyses necessary for this paper. Data used in this paper were derived from
computer tapes originating with the Social Security Administration. The authors
did not at any time have access to nor did they receive any information relating
to specific individuals.
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regions of low-average wages as well as regions of high-average wages. In either
instance, the migrations are responses to individual incentives the rationality
of which should be tested with information on the before and after incomes of
individual migrants. Using net data can lead to improper inferences, such as

that net movements from high-wage to low-wage regions are ''wrong-way'' moves.

With the use of earnings data taken on a before and after migration basis on
interregional migrants, this paper examines the income raticnality of migrations.
Special attention is given to the goodness of the homogeneity assumption discussed
above and to alternative means of expressing the income gain resulting from
migration.

The data used in this study are derived from the Continuous Work History
sample (CWHS) of the Social Security Administration. The CWHS includes data
on the age, sex, and race of 1 percent of all persons possessing social security

numbers. In addition, for each covered job held since 1957 by persons included
in the sample, the CWHS details the industry and county of employment as well as
income earned with each job (occupational data are not included). Inasmuch as

the sample is taken on a continuing basis, longitudinal files can be constructed
on individual workers, and changes in income can be related to interindustry
moves or geographic changes in place of employment, or both. Thus, earnings
characteristics are known both before and after migration. Data from the CWHS
for the period 1960-1965 on male migrants aged 25-44 are used in the analyses

of this study. )

Pre-Migration Earnings Characteristics of Migrants

To what extent are workers moving to low-wage or high-wage areas? Separate
gross interregional exchanges of white and black male workers aged 25 to Lk are
detailed in Tables 1 and 2, respectively. The problem in using net data and in
evaluating wrong-way moves becomes immediately apparent by comparing the corres-
ponding outmigrant and inmigrant flows.

Only two regions had net inflows between 1960 and 1965, the Far West and
the Southeast. The latter, of course, considered a low-average income region.
Examining the regions from which the inmigrants to the Southeast originated
(the Southeast column), 60 percent came from the Mideast and Great Lakes regions,
both high-average income regions. It has been suggested that migrants to the
Southeast are return migrants, implying that they are returning from a previously
unsuccessful migration from the South [6].

Considering the gross exchanges of black male workers, a familiar pattern
is observed. Outmigrating blacks originating in the Southeast primarily moved to
the Mideast and Great Lakes areas. On the other hand, the Southeast was the
second largest receiving area of black migrants, dominantly of migrants from
the Mideast. Again, a return migration argument could be appealed to.

Earnings data for 1960 are presented in Tables 3 and 4, which have been con-
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Gross Interregional Flows of Negro Male Migrants, Ages 25-4k, 1960-1965

.
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structed in the same origin/destination manner as in Tables 1 and 2.] The
bracketed averages on the main diagonal are the earnings of nongeographic movers
{(stayers). Reading across a row identifies the 1960 premigration average earnings
of outmigrants with respect to each receiving or destination area. Reading down

a column presents the earnings averages of Inmigrants with respect to each sending
region. The marginal averages are weighted average earnings, with the weights
determined by the gross numbers of migrating workers as shown in Tables 1 and 2.
The reader is reminded that the averages in Tables 3 and 4 identify earnings
characteristics prior to migration.

Several observations based on the data in Table 3 are in order. First, for
each receiving region, the inmigrant group with the highest initial average
earnings originated either in the Northeast, Mideast, or Great Lakes. Second,
comparing the weighted average outmigrant earnings (the last column) with that
of stayers for each respective origin, it will be seen that on_the average each
region is sending its Tower income workers to other regions. Third, all in-
migrating groups to the Southeast had average earnings greater than the Southeast
stayer average. Thus, workers who moved to the Southeast tended to be below-
average earners in their respective regions of origin but were above-average
with respect to their destination.

Distribution of Gains

In all cases, except for movement of black males from the Far West to the
Southeast, the average absolute gains in earnings of migrants between 1960 and
1965 are positive (Tables 5 or 6). While these positive additions to current
income can be considered as support for the human capital hypothesis in general,
such a conclusion must be qualified by examining whether or not the migrants'’
gains exceed the average gains of stayers in the respective regions of origin.
To make the comparisons, it is necessary to assume that if the migrants had
stayed they would have received the average earnings gains of the stayers (read

across rows in Tables 5 and 6).

With the exception of white male migrants from the Far West, the outmigrant
average earnings gains exceed the stayers' average gains in the respective
regions of origin. Among white male outmigrants, the largest average absolute
income gains accrue to those leaving the Northeast and Mideast, followed by those
from the Southeast. On the inmigrant side, the largest average absolute earnings
gains were realized by those migrating to the high-income areas of the Mideast,
Northeast, Great Lakes, and Far West, in that order. 0f interest is the rather
poor performance of outmigrants from the Far West. Nearly consistently, the
gains received by outmigrants from the Far West, whether white or black, were
the lowest of all inmigrating groups to each of the respective regions. Perhaps

Ipata on black migrants to and from the Rocky Mountains region have been dropped
from Table 4 and subsequent tables. In general, all cells in Tables 1 or 2 with
fewer than 10 observations (1.0 in Tables 1 and 2) are not used for further

estimation purposes.
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these Far West outmigrants are the return migrants rather than those moving South.

Among black male outmigrants, only those leaving the Southeast and Southwest
had average absolute gains greater than those realized by stayers. Blacks moving
to the Southeast averaged gains well below those received by stayers in the
Southeast ($496 compared to $1059).

White males migrating to the Rocky Mountains and the Southeast between 1960
and 1965 tended to receive the smallest average absolute gains of all inmigrating
groups.

Two other points should be noted in Tables 5 and 6. First, that except for
white males migrating from the Far West, the weighted average gains in earnings
of outmigrants from each region exceeded the gain in earnings of stayers in each
region. This would tend to support the hypothesis that migration is profitable
and that for white males at least, the migrants made rational moves. Similarly,
except for inmigrants to the Southeast and. Rocky Mountains, the average weighted
gain in earnings of inmigrants exceeded the gain in earnings of stayers. This
means that on the average not only did migrants. increase earnings more than
stayers in their region of origin, but also more than stayers in their region of
destination.

A very different picture emerges with respect to outmigrant black males. In
five out of the seven regions, the weighted average gain in earnings of outmigrants
was less than that of stayers in their region of origin. Only black males mig-
rating from the Southeast and Southwest increased earnings on the whole more than
did stayers. However, this does not necessarily mean that black migrants made
wrong-way moves, since the average gain in earnings of black inmigrants exceeded
that of stayers in each region of destination, except in the case of inmigrants
to the Southeast and Southwest. This would Imply that blacks moving to the
Southeast and the Southwest made ''wrong-way'' moves.

It was pointed out earlier that on the average each region was exporting its
lower paid workers to other regions, i.e., stayers had higher 1960 earnings than
outmigrants. It is, therefore, of interest to examine the post-migration earnings
of stayers and migrants (1965) to determine whether in 1965 the earnings of
migrants were still below that of stayers, either in their region of origin or
destination. (Recall that in all regions except the Southeast, average 1960
earnings of inmigrants were less than those of stayers.) Tables 7 and 8 show the
1965 incomes of stayers and migrants.

Several interesting facts can be observed. First, except in the Great Lakes
and Far West, the average weighted 1965 earnings of white male outmigrants were
greater than that of stayers, again emphasizing the fact that white male out-
migrants, on the whole, made rational moves. The opposite picture is seen in the
case of black male outmigrants. In each case, except for the Southeast, the
weighted 1965 incomes of black male outmigrants were less than that of stayers
in their region of origin; and in many regions it was considerably less. Moreover,
the 1965 average weighted income of black inmigrants was less than that of stayers
in each region of destination, including the Southeast.
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On the whole, therefore, it would seem that white male migrants not only
improve their incomes through migration, but that they in fact often end up with
higher incomes than stayers--even though earlier their incomes in their regions
of origin were lower than those of stayers. For black males the picture is
opposite. Even though black males increased their earnings through migration
and therefore made rational moves, it is clear that migration by blacks is not
nearly as profitable a means of improving income as it is for whites.

Relative Gains in lncome of Migrants

Thus far we have concerned ourselves only with the absolute dollar gains in
earnings associated with migration. The fact that a person may realize an
increase in his dollar earnings through migration may be illusionary if his cost
of living in the new region greatly exceeds his cost of living in his region of
origin. This may be particularly applicable to black males migrating from a
rural area in the Southeast to say an SMSA in the Far West where Tiving costs
may be much higher. In this context, migrants to the Southeast may be making
rational moves compared to say migrants to the Far West, even though migrants
to the Far West experience larger dollar gains than those to the Southeast.

In lieu of consistently defined regional cost-of-living data, an alternative
measure has been used to relate absolute earnings gains to regional differentials.
Recognizing that a gain in absolute income may only enable individuals to retain
their standing in a distribution of incomes when all incomes have risen, it is
suggested here that people will migrate not only to capitalize on perceived
income gains (absolute) but also to improve their relative income position as
well. This, of course, is an expression for using real income data when none
exist. A ratio termed relative income has been constructed in this paper in
order to compare migrants' earnings with those of nonmigrants or stayers. If
migrants' earnings exceed those of stayers, then the migrants are considerad
above-average wage earners. Conversely, if migrants' earnings are less than
that of stayers, they are below-average wage earners and in the lower portions
of the overall income distribution.

Thus, the calculation of the relative income position is from the simple
ratio of:

m YR, 60 = (Emi / Esi)60’
(2) YR, 65 = (Emj / ESJ)G.'D
where YR is relative income position and

YR < -1.00 < YR

E is average absolute earnings,
m,s reference migrants and stayers, respectively, and

i,j reference origin and destination, respectively.
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Results of the calculations using the above ratios are summarized in
Table 9. Considering the interval of .96~1.05 as average, then only 7 percent
of the white male migrants had relative income positions above average in 1960.
After migration, in 1965, 36 percent had incomes greater than average. In
1960, 65 percent of the white male migrants held a below-average income position;
after migration, in 1965, this percentage had dropped to only 42 percent. Dis-
tinctly, white male migrants improved their relative income positions by moving.

The relative gains by blacks are less apparent. It should be noted here
that because of the disparity between the average earnings level of blacks and
whites, the earnings of black migrants are compared to the earnings of black
stayers. Thus, the relative income position of black male migrants refers to
their position within the community of black workers. .0n the upper end of the
Income distribution, black migrants lost position between 1960 and 1965. Ninety-
four percent of the black males who migrated between 1960 and 1965 were below-
average earners, and half of these were 25 percentage points or more below
average. By 1965, the proportion of black male migrants below average increased
to over 99 percent. Nonetheless, the proportion in the lowest relative position
indicated in Table 9 dropped from k6 percent to 27 percent.

These summarized results only partially address the question of the ration-
ality of the migrations. Using the relative income ratios above, a second measure
is taken to consider the change in relative income position as a result of the
migration. The ratio simply is the after relative position to the before relative
position:

(3) YR,65 / YR,60 = (Emj / Ekj)65 / (Emi / E%i)eo

where a calculated value of unity would represent no change in relative position.
As a double ratio, Yg g5 / YR go measures the relative change In relative income
position, taking explicitly into account the regional differential that exists
between regions i and j. The values in Tables 10 and 11, which are centered on
unity, denote the percentage change in relative income position. A value greater
than unity indicates that the migrants' gains are in excess of the regional
differential; conversely, a value less than unity suggests that the gains have
failed to compensate for the regional differential. White male migrants moving
from the Mideast to the Northeast (Table 10) improved their relative standing by
27 percent. In contrast, blacks moving from the Mideast to the Northeast were
unable to satisfy the existing regional differential and, consequently, dropped

by 7 percent in their relative position.

In that stayer averages (which are unity) are being used as references, the
data in Tables 10 and 11 suggest the effect on relative earnings of the absolute
gains by the migrants. The experiences of migrants to and from the Southeast
iltustrate these effects. The small absolute gains experienced by white male
migrants to the Southeast (Table 5) translate into relative income position gains
averaging 20 percent. The largest relative income gains were by blacks moving
to the Southeast. [t is recalled from Table 6 that average absolute gains by
blacks moving to the Southeast of only $496 were by far the smallest gains
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TABLE 9: Relative Income Positions of Male Migrants

1960 1965
Income % Distribution % Distribution
Position in Origins in Destinations
Relative .
te Stayers Whites Blacks Whites Blacks
> 1.25 0.2% 0.0% 4.5% 0.0%
1.16-1.25 1.1 0.0 11.5 0.0
1.06-1.15 5.7 1.6 19.9 0.0
.96-1.05 28.1 4.8 22.2 .8
.86- .95 38.9 12.7 30.7 15.6
.76~ .85 24.7 35.3 i1.0 56.7
<.76 1.3 45.6 0.0 26.9
1960 1965
E (white male migrants) = $4380 E:(white migrants) = $6917
E (black male migrants) = $1861 E (black migrants) = $3253
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experienced by any of the inmigrating groups. Yet in relative terms they
improved their standing by moving South.

The opposite picture emerges for those who left the Southeast. White males
moving from the Southeast averaged absolute increases that were less than $300
from the top gainers from the Northeast. Yet the effect of moving from a low-
average income region to a high-average income region resulted in relative
changes that were slightly negative. Black migrants from the Southeast averaged
the highest absolute gains among all black outmigrants ($1918), but the cal-
culated relative gains are negative (Table 11).

These absolute versus relative gains seem to be contradictory, i.e., the
smallest absolute dollar gains translate into the highest relative income gains
and vice versa. At the base of these apparent contradictions is the assumption
of the homogeneity of the migrating workers. Migrating workers typically are
treated as a pool of workers with undifferentiated economic skills and character-
istics. |If earnings data can be used to index labor skills, then cleariy the
sharp disparity between the earnings of black and white male workers, as well
as the gains associated with their migrations, preciudes the inclusion of both
groups in migration data. To include both would be a clear violation of the
homogeneity assumption. But can white male workers originating in the Southeast
be considered homogeneous vis-a-vis workers originating in other regions?

Tests of Significance

An effort has been made to evaluate the validity of the homogeneity assumption
through appropriate statistical tests. In addition to race, age and sex are
factors that are controlled in the tests. Dependent variables are the before and
after migration earnings and the absolute and relative gains.

A random effects model of the analysis of variance {ANOVA) was applied to
each of the above-mentioned criterion origin/destination matrices. The ANOVA model
has been applied only to the white male matrices because of the sizeable pro-
portion of empty cells in the black male matrices.

Results of the tests on white male migrants are summarized in Table 12. In
each case, origin effects are significant. That is, with control exercised on
race, sex, and age the white male outmigrants cannot be considered as a homogeneous
pool of workers. However, it can be argued that the significant variation in mean
outright earnings simply reflect the existing regional wage differentials. More-
over, the lack of significance in the mean inmigrant earnings in 1960 would seem
to suggest that because of the mixing of high-.and low-average earning migrants
into each column of inmigrants the resulting pool of workers is homogeneous

across regions.

The remaining significant effects argue against this interpretation. The
distribution of gains, both absolute and relative, differ according to the origin
of the migrants. Differences in the mean. outmigrant gains for each pairing of
origins were tested for significance. The low absolute gains realized by
migrants from the Far West were found to be significantly below those realized
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TABLE 12: Summary of ANOVA Results on Origin and Destination Effects:
White Male Migrants, Aged 25-h4, 1960-1965

F-Ratios Degrees
Criteria Origin Destination of Freedom

Average Earnings, 1960 (Table 3) 6.802%% 1.062 7, 49
Average Earnings, 1965 6.593** 9.938™* 7, 49
Absolute Gain in Average Earnings * -

(Table 5) 3.024 8.504"" 7, k2
Relative Gain in Rel. Inc. Pos. .

(Table 10) 2.536" 1.544 7, 42

*Significant at the 95% confidence level.
**Significant at the 99% confidence level.
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bY migrangs.ffom the Northeast, Mideast, and Southeast. Inasmuch as the out-

m!grants initially are different with respect to their earnings levels and

given that thes? outmigrants receive earnings increases which differ signi-

g;zgqtly :ccgrd:ng to the migrants' origins, then it is concluded that the
tgrants do not compete in the job/earnings market unifo

are nonhomogeneous workers. iy and consequently

T@e fac? that the origin effects are significant in both of the matrices
measurlng.galns may appear as being contradictory. On the one hand, it says
that particular groups, especially those from the Northeast, Mideasé and
Southeast, received especially high-average absolute earnings increa;es On
the other hand, it says that these gains in part were losses when adjuséments
are made for the different prevailing income levels and distributions existing
between Fhe regions of origin and destination. These two findings are not -
necessar:[y contradictory. Rather, they may reflect a "money illusion' on the
part of migrants from lower income regions or perhaps the need to distribute
or count g?ins over a longer period of time than for those who leave higher
income regions. The latter suggests regionally differentiated discount rates
in the present value of future earnings calculations.

Concluding Comments

The purpose of this paper has been to assess the income rationality of
work force migrations and to question an assumption underlying many migration
studies, namely the homogeneity of migrating workers. Migration data for males
aged 25-44 years based on the Continuous Work History Sample data of the Social
Security Administration formed the data basis for the study. Flows of migrants
between the eight major geographic regions of the U. S. were traced for the
period between 1960 and 1965. The 1960 and 1965 incomes of migrants and non-
migrants were compared on two bases to determine whether, if in fact, migrants
appear to have made rational decisions in moving. Analysis of variance was
employed to verify the assumption of homogeneity.

Analysis of the data showed that: (1) Using net flows of migrants rather
than gross flows may lead to erroneous conclusions regarding the income
rational ity of certain migrations; (2) People move to low-average income areas
as well as high-average income areas; (3) On the average, each region is sending
its lower income workers to other regions; (4) The notion of non-South to South
moves being wrong-way moves in terms of income relations is not borne out by
the CWHS data; {5) In all cases, except for black males moving from the Far West
to the Southeast, the average absolute gains in earnings of migrants between
1960 and 1965 were positive regardless of region of destination. Additionally,
in the case of white males, the increases in earnings between 1960 and 1965
averaged higher for migrants than for stayers in their region of origin or
destination. In the case of black males, increases were greater for stayers
than for movers. It would appear, therefore, that white male migrants not
only improve their income position through moving, but that, they become part
of the economic main stream of the receiving area and often end up with higher
incomes than stayers. For black males the picture appears to be opposite.
Even though black male migrants increased incomes through migration, which
would imply a rational move, they appear to have greater difficulty in getting
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into the economic main stream of the receiving area since their gains as well

as their 1965 earnings levels tended to be considerably lower than those of
nonmigrant blacks; (6) Significant differences were found by analysis of
variance in both mean outmigrant earnings and gains in earnings as a result

of migration which would argue against the homogeneity of migrants. That is,
outmigrants do not form a pool of homogeneous workers; and (7) When gains in
income were measured in relative terms (as a proxy to take account of differences
in cost of living between regions), it was found that migrants leaving the South
did less well than those leaving other regions presumably due to lower costs of
living in the South than in the receiving regions. Likewise, it was found that
while the absolute gains in earnings of inmigrants to the Southeast averaged
below those received by migrants to other regions, when measured in relative
terms, they were among the highest, particularly for male Negroes. Movement
against the differentials in prevailing regional average incomes is indeed a
rational move.

The conclusions reached in this study are of necessity preliminary. Cell
means were used for the ANOVA tests since within cell variation was not avail-
able. The analyses have not benefited from formal testing and were conducted
in terms_of current income changes rather than in terms of discounted income
streams.2 Nonetheless, it is believed that the CWHS data source upon which
this study has been based provides a much better basis for evaluating migration-
income hypotheses than does secondary regional average income data or data on
net flows of persons between regions.

2There is some question as to whether or not individuals attempt to capitalize
on their entire future income stream when they move. The strong association
between migration propensity and early work force age distinctly raises this
problem. If individuals migrated but once, the problem would not exist. Rather,
peopie who move once have a high probability of second and third moves, suggestive
of a capitalization process that occurs in stages and most likely involving
several regions in the process. The issue is clouded by the presence in mig-
ration data of involuntary moves associated with intra-company transfers where
moving costs are corporately financed. Such problems seem to suggest that
changes in current income may be as appropriate as present value estimates in
serving as inducements to migration. See comments by Apgar, [1].
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