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Abstract

Linked micro data from Sweden and Finland confirm predictions of migrant selection theory. Migrants are
found to be negatively and return migrants positively selected on observable skills, whereas there is only minor
selection on unobservable skills.
© 2006 Elsevier B.V. All rights reserved.
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1. Introduction

In order to draw conclusions about the degree of immigrants' economic assimilation it is of utmost
importance to knowwhether there is selection inmigration flows. This is an issue at the heart of themigration
selection model by Borjas (1987) and the return migration selection model by Borjas and Bratsberg (1996).
Based on the classical self-selection framework of Roy (1951), they constitute essential tools for predicting
the skill composition of migrating populations when the purpose of migration is wealth maximisation, as
labour migration generally is.
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The migration selection model predicts that, given sufficiently high portability of skills between source
and destination countries, and time-equivalent migration costs, labour migrants are negatively (positively)
selected on unobservable characteristics, such as abilities and productivities, if the source country has
more (less) dispersion in its earnings distribution, and negatively (positively) selected on observable
skills, such as education, if the returns from educational attainment is relatively higher (lower) than in the
destination country. This is because it would be relatively less (more) rewarding for people with higher
skills to migrate than for those with lower skills.

It is essential to note that there is no relationship between the types of selection that are generated in
unobserved characteristics and the types of selection that are generated in observed characteristics
(Borjas, 1988, 1991). Since these two dimensions of “quality” are unrelated, negative selection in
unobserved characteristics may be concurring with positive selection in observable characteristics, or vice
versa. For instance, it is possible for a given country of destination to attract poorly educated persons, but
these poorly educated migrants might be the most productive in the population of poorly educated
workers.

The theory of selection in return migration additionally incorporates reversible migration decisions.
Return migration may occur for two distinct reasons. It may be the optimal residential location plan
over the life cycle, which allows some workers to attain higher utility than if the migration decision
was permanent, or it may result from mistakes in the initial migration decision. Either way,
implications for the surviving stock of immigrants in the host country are the same: return migration
accentuates the selection that characterises the initial migration flow. This implies that in the case
where the migration flow is negatively selected on skills, return migrants are the “best of the worst”,
and if it is positively selected on skills, return migrants are the “worst of the best”. Thus the intuition is
that the forces driving selection in migration also drive selection in return migration. This is illustrated
in Fig. 1, which graphically depicts the situation when migrants are negatively selected on skills. In
this case all workers with skill levels below s⁎ emigrate (the ones with s⁎ are indifferent about
whether or not to migrate). Most likely to return migrate are migrants with the highest skill levels (just
below s⁎), as they are most susceptible to changed opportunities. Since return migrants in this scenario
are the “best of the worst”, the surviving immigrant cohort in the host country will, over time, be less
and less skilled.

Empirical studies on migrant selection come to rather different conclusions about whether and how
migrants and return migrants are self-selected: a synopsis of the literature can be found in Constant and
Massey (2003). One reason is obviously that the data used have differed in nature and quality, and/or
Fig. 1. Self-selection when migrants are negatively selected on skills.
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because the model assumptions cannot be fulfilled by data. Ramos (1992), for instance, verifies the
theoretical predictions. He finds that migrants from Puerto Rico to the United States are negatively
selected on skills, and return migrants are drawn from the most skilled amongst them. Like many other
studies in the area, however, he utilises unrelated samples of migrants and return migrants. Careful
empirical assessment hinges on micro data that allow direct observations of return migrants. In this
paper, we have the opportunity to test the predictions of migration selection theory using such data.
We follow the same individuals and observe which of the migrants will return migrate within a given
interval of time.
2. Data and methodological considerations

Our data was constructed by integrating information on Finnish immigrants in Sweden from population
registers in both Finland and Sweden. Finns who lived in Sweden in 1990, and who migrated from
Finland after 1970 were first identified. These individuals were then observed in Finnish registers prior to
having migrated to Sweden and checked to see whether they had return migrated to Finland. The linkage
keys were birth date, sex, municipality of residence, and year of migration. Identification was successful
in 85.2% of the cases. Failures in identification were random as they occurred because individuals with
identical values on the linkage keys could not be separated.

People born 1940–1965 and who were living in Finland in 1985 were analysed. We thus focus on
people who can be considered labour migrants and who have not moved together with their parents. We
restrict the data to people who came to Sweden within 2 years prior to observation in Sweden, i.e. those
with immigration years 1989 and 1990. This approach reduces the proportion of return migrants that
cannot be directly observed from the data. This is important because a considerable number of Finnish
immigrants in Sweden tend to return to Finland within only a few years (Edin et al., 2000; Finnäs, 2003).
Therefore, return migrants were referred to as those who migrated back to Finland by 1995. We focus on
men, as female migration at these ages is more likely to be influenced by family rather than labour market
conditions.

Supporting data that consist of a 1% random sample of the population residing in Finland in both 1985
and 1990 is utilised to compare migrants with people who have not migrated.

An early study of return migration from Sweden to Finland (Kirwan and Harrigan, 1986) indicated that
labour market conditions in each country were important for the duration of time abroad during the period
1968–1976. However, the data was not at the individual level and much of the variation could not be
attributed to the crude regressors being used.

Due to the agreement of a common Nordic labour market, there is free mobility of labour between
Finland and Sweden. Portability of skills between the two neighbouring countries should be considered
high, as required by migrant selection theory. Finland and Sweden have a shared history up until 1809, the
economic systems are very similar, and they both have strong political traditions as Nordic welfare states.

Throughout the 1980s and 1990s, the rate of return to education, i.e. the reward for observable skills,
has been higher in Finland than in Sweden. In 1995, for instance, an additional year of schooling resulted
in 9% higher income in Finland, whereas the corresponding number in Sweden was only four (Colm et al.,
2001). Following this theory, we therefore expect that the migration flow from Finland to Sweden is
negatively selected on observable skills, which we measure by years of education, and the return
migration flow to be positively selected. People who migrate would then have below-average skills when



Table 1
Summary statistics (means)

Non-migrants Migrants Return migrants Not return migrants

Age/100 0.322 0.283 0.277 0.287
Married 0.526 0.241 0.240 0.240
Swedish-speaking 0.056 0.208 0.136 0.290
Years of schooling/100 0.116 0.104 0.113 0.095
Log earnings 6.905 6.790 6.833 6.722
n 9901 1408 713 597

All information refers to the situation in Finland in 1985. Earnings refer to positive monthly earnings in FIM from employmen
and self-employment (annual earnings divided by months in full-time employment). Summary statistics for area of residence are
not displayed.
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compared with those who do not migrate, and those who return migrate would have higher skills than
those who do not return migrate.

For unobservable skills, which wemeasure by standardisedmonthly earnings from full-time employment
(full-time workers are people who work at least 30 h/week), we expect to find no evident selection effects.
This is because income dispersion has been about the same, and the institutional circumstances in the two
countries resemble each other greatly. The Gini coefficient has been of roughly the same size (0.22 in both
countries in 1995, for instance), despite that unemployment rates consistently have been higher in Finland.

The information for the variables used refers to the situation in Finland in 1985. A brief description of
their distributions is provided in Table 1.
3. Results

The results of our estimations are summarised in Table 2. They show that there is strong negative
migrant selection on years of education. People who migrate to Sweden have on average at least 1 year
less schooling than non-migrants.

There is strong negative migrant selection also on log earnings when no controls are included,
suggesting that migrants have almost 12% lower earnings than non-migrants. Little can be learned from
such comparisons of unstandardised earnings, however. The estimate for selection tails off substantially
when controls are added, and when length of education is also accounted for it becomes slightly positive,
with a fairly large standard error.

Thus, the empirical results support the theoretical arguments which state that no relationship exists
between selection on observable and unobservable characteristics.

For return migration we can see that there is positive selection based on years of education. The
return migration flow consequently accentuates the process of the initial migration flow. In terms of
observable characteristics, return migrants in the data are the “best of the worst”, having on average
almost 2 years longer education than migrants who do not return migrate.

Return migrants have over 10% higher unstandardised earnings than those who stay in the host
country. However, standardising for years of education, together with the other background variables,
reveals that there is no selection on unobservable skills, which is in accordance with our expectations. The
estimate is slightly positive and statistically not significant.



Table 2
Estimation results for selection in migration and selection in return migration

Migration Return migration

Years of education Log earnings Years of education Log earnings Log earnings Sweden

No controls −1.238 −0.115 1.812 0.111 −0.049
(0.067) (0.019) (0.110) (0.044) (0.064)

+Age −1.219 −0.008 1.850 0.141 −0.020
(0.068) (0.018) (0.110) (0.042) (0.064)

+Civil status −1.112 0.005 1.823 0.137 −0.039
(0.067) (0.018) (0.109) (0.041) (0.064)

+Mother tongue −1.147 −0.010 1.878 0.153 0.012
(0.069) (0.019) (0.111) (0.042) (0.065)

+Area of residence −1.155 −0.009 1.803 0.133 0.022
(0.069) (0.018) (0.115) (0.044) (0.066)

+Years of education 0.037 0.036 0.038
(0.018) (0.050) (0.064)

n 11,309 8940 1310 816 1083

Results are from OLS models. Standard errors are in parentheses. Reference group for migration is people who have not
migrated, and for return migration migrants who have not return migrated. Controls are for fixed effects of the variables.
“+variable name” means that the variables are added one at a time in the order as shown by the first column.
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We have also tested for selection in return migration on unobservable skills using positive earnings in
Sweden in 1990, together with control variables available from the Swedish data. These results are reported
in the rightmost column of the table, confirming the results based on the Finnish data. Return migrants had
on average only 4% higher standardised earnings in Sweden than migrants who did not return migrate, but
this is not statistically significant. These results should be interpretedwith caution, however, as they refer to
annual earnings and we do not know how much a person has worked during the year.
4. Conclusions

Based on a data set that conforms well to the underlying assumptions of migrant selection theory, this
study provides empirical support for the theoretical predictions. Migrants in the data were found to be
negatively selected on observable skills and return migrants positively selected. The return migration flow
consequently accentuates the selection characterising the migration flow. In line with the theory, we also
find that selection on observable characteristics is unrelated to selection on unobservable characteristics.
Both selection in migration and selection in return migration on standardised earnings are found to be
close to zero, which is expected due to the institutional similarities between the source country and the
host country.

An implication of our empirical findings is that efforts to increase worker mobility within larger
geographical areas might benefit some countries while others will lose out. This could in turn give rise to
national policies that aim to restrict migration, similar to quotas that, at present, work to prevent unskilled
immigration, such as in Canada. However, since observable and unobservable characteristics are separate
dimensions of worker “quality”, even stringent grade systems have only a relatively small impact on the
selections in unobserved skills that generate migration flows (cf. Borjas, 1988).
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