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Abstract

The Jaborm arketbehaviorof In m grants is studied in r=lation to the propensity to out-

m grate. U Hlizing a large m icro dataset for individuals in N ow ay, w hich enables
dentification of outm Igrants, I find n Ine w ith other studies that attachm ent to the labor
m arket influences positively on the propensity to say 1 the host country . Am ong the
ndividuals n the Iaborforce I find thatoutm igrants originally from Non-OECD
countries are negatively selected In term s of Jaborm arketeamings, from the poolofN on-
OECD inm igrants.Among inm igrants from OECD countries am orem ixed picture
ariges, w ith the outm igrants draw n fiom both extrem es of the eamings distrbution.
Further, I find som e indications that in m igrants in the upperpartof the eamings
distrbution forOECD imm igrants are highly m cbile and consequently sy only a very
short tim e In the host country.



1. htoduction

Imm igrant Jabor is an essential partof the Jabor force In m ostw estem countries. They are
w 1lling t© undertake obs n Iow -status occupations, and provide vial services as self-

em ployed in sm allbusinesses, w orking long hours. Foram all countries especially,

mm gants fill certain highly specialized positions in the Jaborm arketw here the host
country could notprovide supply from its own Jabor force. A 1so, t© som e extent they act
as a buffer n the Iaborm arketby providing a supply of labor in boom s, and by a

w ithdraw al from the laborm arket in dow ntums. O n the otherhand, in m grants are
accused of overutilizing the relatively generous w elfare system found Inm ostW estem
countries, to generate ethnic conflicts and to undemm ne the existing national culture.

W estem governm ents have taken notice of the ongoing trend of declining and ageing
native populations ({United N ations, 2000), w hich could Increase the pressure forallow Ing
m ore Inm igrants nto these countries. A Iso, the Jaborm arket in cerain regions, for
nsance w ithin EU , are becom ing m ore ntegrated,, and the m obility of the w ork force is,
Tn general, increasing .M oreover;, as the EU expands eastw ardsm ore countriesw 111
experience the dmastic declne 1 the overall costs of m oving across borders? Th sum , the

discussion of inm igration policy is on the forefront In m ostw esterm countries.

Any inm gration policy should be based on a base of know ledge asw ide aspossible.
Cmucial infom ation In this respect ishow inm igrants conform t©, orassim ilate in the
Jaborm arket. O bviously, one very in portantaspectof the assin jlation process is how
Iong the Inm igrant s@y In the host countyy . A teach pomntin tin e the mm grantcan in
principle choose w hetherto stay in the host country ornot? If the inm igrant choose
leave the host country, heghe could eitherm Igrate back to the source country (retum

m grate) orto anothercountry (Epeatm igration) . To this end Idenote both these events

outm gration.

*> On the otherhand, the possible nclusion of new EastEuropean m em bers of EU has mised a huge debate
on w hether the new m em ber should have free access to the European laborm arket. O ne suggestion is to
define a transition period forthe new m em bersw here the flow of in m igrants are restricted .

* There ignore the existence of contracts which 1in its the stay in the host country, as w ellas the possibility
of mvoluntary deportations. D ustm ann 2000) provides an overview of the different types of m igrants.



Tousand

The num berof I m igrantsw ho cutm igrate from W estem countries is substantial.

Figure 1 presents the annual flow s of foreign-bom individuals in- and ocutof N ow ay for
the period 1961-1999 * The outflow as a share of inflow hasam ean equalto 0.79 in the
period. That is, forevery 10 foreign-bom ndividuals thatm ove nto N omw ay, roughly 8
ndividualsm ove out. Studies of questions related to Inm Igration should therefore deally
nclude both I m Igration and outm igration, and the selection process in plied by the large
difference betw een gross-and net inm gration.

Figurel.Inflow and outflow of foreign-bom mdividuals nto-and cutofNomw ay'.
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Outm gration is a topic w hich, due t© nsufficientand incom plete data, hasm ainly been
studied from a theoretical pointofview > How ever, infom ation about retum propensities

* Source: Statdstics N orw ay, Population Statistics.

® A s faras ITknow ,only Tysse and K eiln an (1998) have studied the out-m igration of inm igrants MmN omw ay .
H ow ever, they did not consider the conrelation betw een eamings and outm igration w hich is the m ain focus
 the current study .



and know ledge ofhow the outm igrants are chamacterized is essential forpolicy . For
nsance, if only a an all percentage out-m igrate w hen the Jaborm arketw orsen, the scope
forusing inm igration as a buffer in the Jaborm arketbecom es less attractive. Even w orse,
if the m ostable leave the host country such a policy could resultin a lessable Inm igrant
population. O n the otherhand, if those w ho do not sucoeed In the host country labor

m arket leave, w e are leftw ith a gradually positively selected iIn m igrantw ork force.

The eamings assin ilation studies typically utilize tw 0 orm ore cross sectional data sets,

w hich m akes itpossible to dentify assin lation effects under srong assum ptions, a survey
isprovided in Borpas (1999) .0 ne of these assum ptions is that the group of outm igrants is
arandom sample fiom the in m grant cohortunder study . A 11 logic and scattered em pirical
evidence contradicts that this is the case. If the outm igrants are selective, I the sense that
the distrbution of eamings-determ ing characteristics differ from  the distribution to those
w ho stay, eamings assin ilation estim ates obtaned firom cross sectionaldata w ould be
biased henceforth denoted the cuttm Igration bias) . V ery few attem ptshave been m ade In
conecting the estim ates forpossible ocutm Igration bias. H ow ever, recently a couple of
studies have focused on thisproblem onU S.data Hu, 2000;D en ombynes, 1999) .Both
studies rely on com paring estim ates obtained on data from very different sources, and as
such have com e only partof the w ay In identifying the sign and stength of the bias. A 1so,
there are prom isihg ongoing w ork on data from D enm ark and Sweden Husted et.al,,
2000b; Edin et.al,, 2001) . These studiesutilize data from a very long tin e fram e.

H ow ever, the sam ple sizes are rather an all, and the availability of covariates are 1im ited.
Them ain conclusion In these studies, both on the U S .data and the N oxrdic datg, is that the
outm grants are negatively selected I term s of eamings, from the group of inm igrants.
This Jeads the authors to conclude that stendards eamings assim ilation estim ates, obtained
from repeated cross-sectionals Tn w hich cutm igration is Ignored, are upw axd biased.

This paperain s at clarifying these issues using N ow egian data. The m ain advantage is
that Tobserve the entire population of Inm igrants ateach pointn tim e. Thisallbwsm e to
matherprecisely characterize the different subgroups of the In m igrantpopulation. The out-
m grants are dentified by sam ple attrition, w hich allow s foran analysis of the propensity
to outtm Igrate. The paper is organized a follow s. n the next section Idiscusswhat
econom ic theory has to say aboutw hy individuals m ove across Intemational borders. Th
section 3 Isurvey the available em pirically related liemture on outm gration, focusing on



those studiesw hich analyse laborm arketeamings. T section 4 Ipresent the data stucture.
Section 5 contains an analysis of how the outm igrants differ from those who s@y. Tn
gsection 6 Idiscusshow selective outm gration could nfluence on eamings assim ilation
estim ates. Finally, n section 7 the results are sum m arized and terpreted.

2.Theozry

T general, w hy do lndividualsm ove across borders? O righating In Sjeastad 1962) the
dom inating explanation hasbeen hum an capial nvestm ent. By m aking an investm ent
(forgone eamings, travel costs ete.) the m Igrants explores w age differentials and or
acquire skills notobtamnable in the source country . The basicm odel, along w ith som e
com m on Inteypretations, are neatly summ arized n Chisw ick 1999).Thism odel, In its

m ostsin ple version, assum es perfect foresight, no unem ploym ent, fixed w age rates in the
source- and host country, and that the m igration decision is ineversible foerm anent

m gration) .A risk neutral individualw ho m axin izes lifetin e incom e, and w ho lives
Infiniely, w illm gmate if the mate of retum t© m gration, is greaterthan the real rate of
Interest cost n financialm arkets.

If allw orkers are denticalw e w ill typically end up w ith a comersolution, w ere eitherall
orno one m Yrates. T reality both w ages and costs w {1l vary according to skill level.

G ven thathigh skilled w orkers eamn m ore than low skilled and that they are m ore efficient
T the m gration process n the sense that they face Jow erdirect costs and that they spend
less tim e on the m igration process, they w illhave a higher rate of retum of r=tum t©

m gration com pared © low ability w orkers. The m ore the rate of retum differsbetw een
high and low ability w orkers, the m ore selective w ould them Igration be. A 10, a key
nsight from thisvery sim ple m odel is that the largerare the directm igration costs, the

Jow er is the propensity to m grate, but the greater is the propensity fora favorable
foositive) selectivity In m igration.

W ithin this fiam ew ork an In portantdeterm nantof the flow of Imm igrants is the ratio of
w ages forhigh skilled versus Iow skilled, n the source and host countyy . If for nstance
the ratio ishigher forhigh skilled w orkers (@s itw ould be if the w age distrbution ism ore
com pressed In the source country com pared t© 1 the host country) thisw ould further



Increase the positive selectivity Tn m igration . If the opposite is true, that is if the ratio is
Jow er forhigh skilled w orkers, this effectw ould w ork In the opposite direction and
counteract the effects stem m ng from higher efficiency and low erdirect costs.

H ow ever, people m ove across borders also forother reasons than purely econom ical.One
w ould expect that the m echanism outlined above w ould be less ntense am ong those

m igrants w ho m ove across borders as refiigees ordue to fam ily reunification etc. A Iso,

m ore realistic, the inform ation about the skill levelw ould be asym m etric in the sense that
the host country em ployerw ould nothave fiill Inform ation about the gkill leveland
productivity forthe new Iy hired m igrant. O ne sim ple assum ption K atz and Stark,1987) is
thatthe m igranton andival ispaid according to the average skill level am ong inm igrants.
Thus, the high skillw orkersw ould face a less favorable ratio of source country /host
country w ages at the outset, w hich w ould w ork 1n the direction of a less favorably selected
m gration.

To sum up, the m odeloutlined above dentifies w age differentials along w ith cost-and

tim e efficiency as the m ain push factors (Qupply side) behind m igratory behavior. A s such,
the m odel does notpoint to any particularm echanisn forretuming, besides from the
cbvious possibility that the w age differential could tum around over tim e In favorof the
source country, or In principle of other countries, and nduce the m grant to cutm grate.
Stll, the m odel serves as a useful reference T any discussion and analysis of labor

m gration.

W hatthen m otivates In m Igrants to outm igrate? D ustm ann  (1996b) provides som e
suggestions w ithin an optan al life-cycle hum an capialm odel. T particular, itis
1ationalized w hy the m Igrantw ould outm grate degpite a higherw age 1n the host country
com pared to the source country, and the optim alduration In the host country is calculated.
Three differentm otives are put forw axd: (i) accum ulation of hum an capital; ({i)

com plem entarities betw een consum ption and the Jocation for consum ption ; and

(iif) differences in relative prices. It is show n that the optim al duration isnotnecessarily
ncreasing In the w age Jevel n the host country .M ore conventionally, the optim al duration
is Increasing In the planning horizon, and In the desired stock of savings at the end of the
planning horizon.



W hatdo the above m entioned theories 1n ply forthe laborm arketbehaviorof those who
outm grate versus those w ho say? A ssum Ing that there isa w age prem ium associated

w ith the mitialm ove, the tam porary m igrantw ill typically, due t© the 1im ited horizon of
the stay 1n the host country, supply m ore labor, save m ore of their ncom e, and Invest less
I host country specific hum an capial. A 1o, to the extent that the hum an capial

requirem ents In the Jaborm arketvaries across borders, short-term m grantsw ould have
less mcentive t© nvest n host-countyy hum an capial, w hich could lead to a less favorable
selective m gration .

Dustm ann (000) contans an excellentdiscussion of these questions. The m otives behind
the m ove across borders are Investigated fiom a theoretical pointof view , and the

In plications forem pirical analysis is discussed .. The m ain pont is that the length of the
say In the host country could affecteamings-influencing nvestm entto a high degree, and
hence em pirical specifications w hich do not take this Into account risk to cbtain estim ates
thatare biased . A s Investm ents in hum an capital n generalm ay have strong in pacts on
the eamings profile, differences 1n assim ilation mtesbetw een in m grantgroups of
different origins can be explained by different retum probabilites. H ow evey, it isnotclear
how to approach this problem , even w ith fi1ll iInfomm ation on com pleted duration, as it is
the unobserved Intention w hich In principal determm ines the investm ents n general-and

country specific hum an capial.

H ow ever, the extentofw hich the i m igrants behave rationally according to the factors
outlined above could vary betw een groups of In m Igrants. Iw ould expect thatboth the

m otivation behind the nitalm igratory m ove asw ell as the geographical and cultural
distance are In portant In this regpect. Inm grants w ho arrive as refiigees and asylum
seekers w ould be expected t© behave less rational than pure laborm igrants. A 1o the less
the geographical and cultural distance betw een the source and the host country, them ore
would w e expect the Inm igrant o r=spond to for instance changes in the w age structure
and b opportunitdes.



3.A briefreview ofthe literature

M vy review of the related em pirical literature is threefold . Firstly, Idiscuss the existing
literature on eamings assin ilation . Secondly, Igive a review of those studiesw ho analyse
outm gration 1 general, and w hich focus on to w hich extent the outm igrants are selected
from the group of mm igrants in the host country . Lastly, Idiscuss those contrbutions in
the literature w hich explicitly have gone nto the issue of how (selective) outm igration
affects eamings assin lation estin ates.

The em pircal literature on how inm igrants conform to the host country Jaborm arket is
substantial, and although m ostof the focushasbeen on the U S . Jaborm arketa num berof
studies have been undertaken forEuropean countries, C anada and A ustralia asw ell. The
typicalm odem study of eamings assin ilation utilize tw 0 orm ore cross sections, as In
Borps (1995), n orderto ssparate cohort- and years-since-in m gration effects. Evidence
forN omw ay isprovided by H ayfron (1998) and Longva and Raaum @001a).A guilarand
Gusafeon (1991) provides results for Sw eden, while Husted et.al. 2000) studiesD anish
data. There are huge differences across nations w hen itcom es to the history of

Inm gmation, In m gration policy, and also n how an inm igrant, asw ell as eamings, are
defined and m easured 1 the data sets. This, togetherw ith the variations of m ethods
applied t© cope w ith the assorted data deficiencies, m akes a cross countyy com parison
difficult. H ow ever, In m ost countries there seem s to be a underlying declining eamings
capacity of the m ostrecent In m igrant cohortovertim e, egpecially in the 80’s. This
Justifies the use of tw 0 orm ore cbservations In tim e w hen m easuring the effect of years-
since-m igration on eamings. N ext, In m igrants sarts outw ith an eamings disadvantage
com pared to natives, but in prove their eamings overtin e. The gpeed atw hich this
happens (the degree of assim ilation) varies. For nstance, Longva and Raaum 001a)
finds that inm igrants from Non-OECD countries in prove theireamings by about 6

percent rrlative to natives during their nitial 10 years of residence In N oxw ay .

Tuming to the outm igration studies, Borps and B ratsberg (1996) analyzes the retum

m Igration of inm igrants n the U S.Based on m easures of the retum m igration flow by
source countyy, data from the 1980 Census, and various aggregated data from the source
countries, they find that in m igrants tend to retum to rich countries and t© countresnot far
aw ay from U S.A I, the data gives som e support to the hypothesis that retuimn m igration



tend to accentuate the selection orignally characterizing the Inm igrant flow .A sin ilar
study is conducted by Ram os (1992) who finds thatthe m igrants from Puerto R ico to the
U S.are negatively selected, both on cbservables and uncbservables. Those w ho r=tum
from U S.are, on the otherhand, positively selected from the poolof Puerto R ican

m grants 11 the U S. These findings are nteypreted as a supportof am odelw here
ndividuals from the low erpartof the eamings distrbution m ove firom econom iesw ith the
larger ncom e equality to econom fesw ith the Jess noom e nequality

W ihin the European context, D ustm ann (1996a) provides a sin ple em pirical analysis of
the determ inants of the Intended say In the host-countyy am ong inm igrants to G erm any.
A Iso,on a an all sam ple of retumed Inm grants @ftera say in G em any) to Turkey, the
outm igration decision is evaluated ex ante. H e finds that the propensity to outm grate
creases w ith the age atentry, butdeclines w ith the num berof years in the host country,
holding age atentry constant. This lattereffect is Interpreted as a song assim ilation
effect. H ow everthis could also be caused by selection if those w ho have the highest
propensity to outm igrate do so aftera shortduration of stay .

Husted et.al. 2000b) studies outm gration on a com prehensive D anish data set. The

m ain focus is on estim ations of the probability am ong the stock of inm igrants in 1986 of
leaving D enm ark 1n the subsequentnine years. Like Dusm ann (1996a) they find a
negative duration dependence In the sense that the probability of leaving is a decreasing
function of the num berof years the In m Igranthas resided in the host country . Further, the
clogerthe inm igranthasbeen attached to the Jaborm arket, the low erthe probability of
leaving, w hich is interpreted as an ndication of that the Jeast successful outm grate.On
the otherhand, registered unem ploym entw orks 1n the otherdirection, as those w ith a high
num berof m onths receiving unem ploym entbenefits yield a Jow outm igration probability.
Ihterestingly, the 1atio betw een Incom e fiom w ork and gross Incom e, interpreted by the
authors as the ability t© provide foroneself, enters negatively in the probitequation. This
leads the authors to Inferthat the m ore able the Inm Igrantare to provide forherhin self,
the low er is the probability of outm igration.

® 1 ow ever, as the nhabitants of Puerto R ico are U S . citizens, the relevance of this analysis n an

htemationalm igration context could be questioned.
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Borps (1989) is the first study Tam aw are off thatexplicitly focuses on the problem s, due
to selective outm igration, inherited In the standard approach to eamings assin ilation
estim ation . A thand he has a an all panel sam ple of scientistand engineers m the U S ., for
the years 1972 and 1978 .H e finds that In m igrants are m ore lkely to leave the sample
rlative to natives (s expected), and that the probability is decreasing w ith the mum berof
years since inm igration, controlling fora num berof other characteristics. R egarding
eamings, it is shown that it is the Jeast <killed M easured by w eekly eamings) that
dissppear from the sam ple. Three separate estim ations of the eamings assin lation m odel
are undertaken, one for the fisll population, one forthe subsam ple w ho says 1n the sam ple,
and one forthe subsam ple w ho disappears from the sam ple. The results show thatthe
sayers sartoutw ith a an allerw age differential com pared to natives than m overs.

Dustm ann (1993) Investigateshow the eamings assin ilation pattem depends on the
ntended duration of the s@y @tandval) In the host country . O n theoretical grounds he first
argues that the am cuntof hum an capital nvestm entundertaken by the inm igrantdepends
negatively on the intended duration of the stay, In plying a flatterearmnngs profile as the
tended duration decreases. Secondly, the selectivity of the tem porary Inm igrants
depends crucially on the state of the Jaborm arket In the source country asw ellas n the
host country, at the tim e of entry . Specifically, high unem ploym entalong w ith low levels
of unem ploym entbenefits, In the source country relative t© the host country, could give a
negatively selected poolof mm igrants in the host country . D ata firom G em any give som e
supportto these hypotheses. H ow everthe sam ple is am all, w ith no tim e din ension, hence
different cohorteffects in the poolof mm igrants are In plicitly assum ed aw ay . D ustm ann
(1999) tests the sam e hypothesis on data for language acquisition, a test that supports the
theory .

There have been, and stll are, huge controversies regarding the assin jlation of Imm igrants
n theU S. Jaborm arket. Thus, one should notbe surprised of the fact that the potential
1ole of outm Igration has com e nto focus recently, In spite of the considerable difficultes
T obtaning r=liable data forthispurpose. The studies that Tam aw are of are D em om bynes
(1999),Hu 000) and Lubotsky (2000).The comm on approach is to com pare eamings
assin ilation pattems cbtaned from standard repeated cross-sections and Iongitudmnal data.

11



The source and approach in constucting the longitudinal data varies betw een the studies’
butthey all face, t© a varying degree though, data problem s like censoring, eligibility ete.
This isa comm on problam forthe recentU S. studies although itseem sthat

Lubotsky @000) goesa long w ay In clarifying the com parability problem ,aswellas
takng this nto account in the approach.Hu 2000) and Lubotsky ©000) find that

assin ilation estim ates based on the C ensuses are biased upw axds caused by negatively
selected retum m igrants, n the sense that the outm igration flow is substantialand
consisting of individuals w ho’s potential eamings are below those who rem ain

D em om bynes (1999) on the otherhand finds indications of a m ore 1=pid eamings grow th
1 the 90’'susing the Iongiudinaldata.

Lastly, a very Interesting study is conducted by Edin et.al. R001) on Sw edich data. They
cbserve a three percent sam ple of the population in each year1970-97, and are able to
distinguish betw een sayers and m overs am ong the inm igrantpopulation by a sin ple

Sam ple attrition procedure. W ithin a cross-sectional fram ew ork they estin ate eamings
profiles for mm igrants by region of origin . They find no assin ilation effect for

mm gaEnts from the N ordic countries and from the OECD 1=gion, these groups sy
mwughly 1520 percentbelow the average native In lncom e. Inm igrants from Non-O ECD
countries on the otherhand enters the econom y w ith a huge disadvantage n Tncom e, and
experience only m odesteamings assim ilation, concentrated on the first five years of their
stay . N ext, the consequences of outm igration forthe eamings assin ilation estim ates are
Tnvestigated. They find that the Jeast successful outm igrate. That is, w ithin each group by
r=gion of origin, the group of ocutm igrants could be characterized as those: (i) least
attached to the Jaborm arket, m easured by w hetherornot they are cboserved w ith zero
eamings; and (i) in the Jow erpartof the eamings distribution, am ong those w ith positive
eamings. Thus, by restricting the sam ple to those w ho rem ain n Sw eden, they find that
the assim ilation estin ates w eakens com pared to the benchm ark analysis w ere bias fiom
outm gration are nottaken nto account. The authors state quite stongly that this is the

"Demombynes (1999) usesm erged CPS (Central Population Study) data forhoussholds, whilk Hu 2000)
and Lubotsky 000) use Social Security da@.

® Iterestingly, Lubotsky (2000) also finds thatm isclassification in C ensus based studies of transient

mm igrants asm ore recentandivals than they actually w ers, leads to an overstatem entof the declining

eammgs potential am ong successive Inm grantoohort n theU S.
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case.H ow evey, In the regressions they only adjust forage and gender, hence they do not
ke nto account thatothervariables could vary betw een the groups.M oreover, the
sem ple isquite an all.

To sum up, a large em pircal literature exists on how inm igrants fare n the hostcountry
Jaborm arketw ith r=gards to eamings. A sa nmile, these studies use the so called synthetic
panel approach w here tw 0 orm ore cross sectional data sets are utilized In oderto follow
I m grant cohorts over tin e. Th contrast, there existonly scattered em pirical evidence on
how outm igration influence the assin ilation estim ates. The com m on finding is that the
outm grants are negatively selected from the poolof inm igrants, In the sense that their
Jaborm arket eamings are less than forthose w ho ram ain. Taken at face value thism eans
that sandard eamings assin lation estin ates are upw ard biased .M y study ain satadding
o this recent literature.

4 .Data

I tw o previous studies of the eamings assin ilation of N omw egian inm grantsw e have
utilized m icrodata w ith tw o cbservations n tim e, 1980 and 1990 (Longva and R aaum ,
2001a;2001b).The possible nfluence of selective outm igration w as not specifically
accounted for. Thus, itcould be interesting 1n it=elf to apply these data, In oxderto geta
validity check of curprevious results. H ow ever, the 1980-90 tin e din ension is ham pered
by a num berof com plicating factors. Firstly, the m acroeconom ic situation w as very
different at the tw o points In tim e, w ith the aggregate unem ploym entaln ost three tin es
higherin 1990 as in 1980.Longvaand Raaum (001a) show thatinm igranteamings are
m uch m ore affected by high unem ploym ent com pared to natives, thus the comm on

assum ption of equal period effects ishard t© em ploy . Secondly, the characteristics of the
mm igrantpopulation changed dram atically, as the Inm igration In the 1980’swas

dom mnated by r=fugees, asylum seekers, and fam ily reunification, w hile the in m igration
untilthem id 1970’sw as dom Tnated by Iaborm igrants. Each of these factors are by

them selvesw orth a study . The question of how outm igration fluences the results, adds
o the com plexity of the analysis. Th addition, forthose w ho leave the sam ple during the
80'ies, and thus under certain assum ptions could be characterized as outm igrants, w e do

notobserve w hen they arrived 1n N ow ay forthe firsttim e. Thisputs a lin ton the use of
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this data setto vestigate the precise effect of outm igration on eamings assin ilation
estim ates. Therefore, n addition to a characterization of m overs versus stayers, I resortto
study the outm igration decision only, by estim ating the probability to outm igrate. The
setbuilds on inform ation of all in m igrants and a random sam ple of natives n 1980 and
1992 7 D etails on the underlying sam pling procedure are docum ented in A ppendix 1. The
et isdenoted the 1980 Sample.

The second data setavailable consists of all residents mNow ay in 1993 and n 1997, w ith
fill infom ation aboutanival date and country of origin,'® w hich enables a caloulation of
the length of the residence forall m m igrants, including those w ho out-m igrate.Hence, I
can study the relationship betw een the propensity t© outm igrate, eamings and years-since-
m Igration .M oreover, I can undertake an explicit com parison of eamings assin ilation

estin ates obtained from sam plesw here w e can Includeexclude those w ho Jeave the

sam ple due to outm igration . D etails on the underlying sam pling procedurs are

docum ented In A ppendix 2. The setisdenoted the 1993 Sample.

Tnm grant

I classify an Individual as an in m igrant if he/che islbom 1n a foreign country, w ith tw o
foreign bom parents. H ow ever, as explained n A ppendix 1, Ido nothave available the
country of origin forthe cutm igrants n the 1980 sam ple. For this group I therefore

assum e that the country of origin is equal to the observed citizenship . That is, naturalized
mm grants thatoutm grate are not captured by m y definition of outm igrants. Thisw ould
Epresenta problem  forthe interpretations of the results ormather the applicability of the
analysis) if thisgroup: ({) system atically differ, in observed oruncbserved characteristics,
from the group of outm grantsw ithouta N orw egian citizenship; and ({i) is large n

num bers. R egarding the firstpoint Thave no definite opinion, how ever regarding the latter
Iwould expect that the group In question is relatively an all In size. Tt should be noted that
T orderto becom e a N orw egian citizen one m usthave been in the country forat least

° Tn light of the discussion of the 1980-90 period, the reference t 1992 m ay seem strange . H ow ever, the
1990 sam ple utdlized In Longva and Rauum (2001a, 2001b), is selected conditional of theirpresence
N ow ay two years later, m 1992 .Thus, as residence in N omw ay is crucial forthe classification of out-

m igrants, I find itm ostappropriate to referto 1992 in the presentation of this sample.

" This is partof the data setutilized in Barth et. al. 2000).
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seven years. It isw orth noting thata num ber of studies use only citizenship as the criterion
forthe classification of inm igrants, w hich yields an inferior sam ple as a num berof
foreign bom ndividuals naturalize ' A s Thave availble both country of origin and
citzenship for them ajority of the sam ple 11 1980, Tam able to com pare these two
classification miles, see A ppendix 1. Lastly, Idivide each sam ple of Inm igrants into those
whowerebom inaOECD country, and those bom 1 a country outside the OECD

N atives constitutes the residual, ie. those bom in N omw ay or in a foreign country w ith at

leastone N ow egian bom parent.

Outm grant

O utm grants are defined by a sam ple attrition procedure. That is, an Individual in the
1980 sam ple isdefined as an outm grant if he/ghe isnotpresent in 1992 . C onegpondingly
I the 1993 sam ple, w here the classification is done based on the residence 11 1997.0ne
possible source of bias is that Iw rongly classify those who die betw een the tw o points of
cbservation, as outm grants. A sin ple correction could be done using the publicly
available statistics of the m ortality mte in N omw ay by age and gender™ How ever, the m ain
focus of this paper is on the conrelation betw een the propensity to cutm gmate and
ndividual eamings, hence w ithoutany nfom ation about the conelation betw een

m orality and eamings, Idoubtw hether such a correction w ould Influence them ain
results. A 1o, tw illbe shown that the num berof cutm Igrants are very large com pared to
the num berof deaths at the presentm orality mate . H ence, Thave notpriontized such an
adjustm ent.

N ote that the different sam pling fiam e In the tw o data sets allow s us to capture the out-
m Igrants defined by tw o different lengths of stay. That is, if w e capture ocutm grantsby
sam ple attrition, w e then select the group by a 12 and 4 years-of-stay-lin tforthem ost

™ Forinsance OECD (2000) use citizenship © calculate the com parable share of inm igrants n all
European OECD countries.

Z0ECD N ordic,w ith the exception of N orw ay, 0 ECD -Europe as of 1990, N orth-A m erica, A ustalia N ew
Zealand), Non-OECD Easem-FEurope, A sia, A frica, Latih-Am exica) .

" Thanks to Tore Schw eder forpomnting this out.

* The annual average m ortality 1ate isabout 0 37 percentper1999,SSB (2000) . Tnterestingly,

Schoeni (1997) reports som e evidence of low erm ortality am ong foreign-om i the U S. com pared t the
U S.bom.
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recent oohort n the 1980 and 1993 setrespectively . H ow ever, the term  length-of-say

m ustbe used w ith caution, as the In m igrants have spenta differentnum bers of years n

N ow ay w hen I firstobserve them in 1980 and 1993 . Forinstance, fiom the 1980 sample
the subsam ple of cutm grants w i1l consists of those 1 the k cohortof Inm igrantsw ho
spend betw een (1980%) and (1993 k) years in Nomw ay > Thus, forthe different inm igrant
cohorts w e capture the outm igrants atdifferent steges of their stay . This is In portant o
have In m Ind w hen interpreting the results.

Labor force participation

A s Teventually would study Jaborm arketeamings, I find itapproprate to categorize each
ndividual according t© its Jaborm arket status.M ost studies use a cutoff-point in eamings
o s=elect the sam ple (Including Longva and Raaum ,2001a;2001b) .H ow ever, such a
procedure isnotideal as the sam ple selection criteria ishighly conelated w ith the
dependentvariable understudy . The 1980 Census data Includes Inform ation abouthours
ofwork w hich allow sm e t© avoid the cutoffpomntprocedure. Thus, In the 1980 sample I
define an ndividualas am em berof the Iabor force if the Individual: () reported thatthey
w orked 100 hours orm ore during the Censusyear; and ({i) is registered w ith nonzero
eamings® A swem iss Infom ation about the actual num berof hours w orked 1n the 1993
data setw e are foroed to use an ncom e criterion t© assign the crucial Jabor force satus.
The annual threshold level is, setto approxim ately the average m onthly eamings for fisll

tin e w orkers.

Age, Student, Selfemployed

h oderto m Inin ize the in pactof the possible bias caused by the nability to distinguish
betw een outm igration and death, Thave chosen to restrict the sam ple to those who are ©or
would have been) 64 years of age at the right endpoint n each sam ple.H ence, In the 1980
sam ple I selectthose aged 18-52, and in the 1993 sam ple I selectthose aged 18-60. Lastly,
ITthrow outall students, asw ellas all irgistered as self-em ployed from the 1980 sample,

" There ignore the possibility that the inm igrantm ay outm igmate, and then inm iyate again betw een the

tw o poInts of cbservation.

* Iterestingly, the average annual eamings am ong the individuals categorized as not in labor force by my
selection mile are approxin ately equal to the cutoff pointused n Longva and Raaum (2001a,2001b), which
is the average m onthly eamings for filll tim e w orkers.
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w hich excludes about 7 per centof the natives, and 5 percentof the in m grants.
Unforunately, Tam notable to apply this selection criteria on the 1993 sam ple.

G ven the com plex data structure, and the lJarge num berof variables availbble, Iface a
num berof difficultdecisions regarding the em pirical approach . The literature offers few
guidelines In this regpect. A s discussed In section 3 the few studiesw hich have been
undertaken have designed the analysis according to gpecific stucture of theirdata. Th Iight
of this Thave chosen a ratherbroad em pirical approach, focusing m ore on providing basic
figures, rather than estim ating heavily param eterized m odels. For nstance, Thave chosen
notto undertake separate analyses foreach genderas Tam notconvinced thata sepamate
analysis is justified, given the otheraltematives. For Instance, a sspamate analysis by
country of origin could potentially, from my pointofview , provide asm uch nsight.

Table 1 provides som e basic figures according to the chosen classifications. To sin plify
the exposition Idenote cutm igrants asM overs and the residual as Stayers. For Instance,
12 825 individuals from O ECD countries are observed outside the labor force 1n 1980.
Am ong these, 46 percentare notcbserved In 1992 and thus classified asm overs, and

69 percentare fem ales.W hileNon-O ECD Imm grants cutnum bered the OECD

mm gants in the 1980 sam ple, it is opposite In the 1993 sam ple. This is due to the large
flow of Non-OECD inm igrants during the 1980’s and underscores the in portance of
taking acoountof the region of origin distrbution In the em pirical analysis. O thew isewe
risk to confound the findings w ith pure com position effects due to the dram atic chift in the
population stucture. Lastly, by any standard the sam ple sizes, are Jarge w hich enables a
ratherdetailed specification ™’ Com paring the sam ple sizes by labor foroe satusw e
cbserve that the overall labor force participation 1ate is clearly higheram ong natives

com pared to the tw o groups of In m igrants. This finding is n line w th Husted et. al.
000a) w hich finds that that the unem ploym entrate of Inm igrants in D enm ark ism uch
higherthan forD anish bom. The high share of in m igrants ocutside the IJabor foroe points
to the in portance of notneglecting this group.

" For instance, Dustm ann (1993) cbserve a toalof 1 064 inm igrants while Dustm ann (1996a) apply a
smplof6 901.Edin 2001) observe a 3 percentsam ple each year from 1970 to 1990, which addsup to
15 574 Inm igrants. The sam ple size In Husted et.al. 2000b) isnotreported.
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Tablel. Sam ple sizes, share m overs and share fem ales.

1980 Sample 1993 Sample

Country of origin® Size Movers Females Size Movers Females
(chare) (chare) (hare) (chare)

Notin the Jabor force
Nomway 23 145 00 82 90 120 02 54
OECD 12 825 46 69 14 196 30 54
Non-OECD 5155 26 63 33 951 14 51
Th the Jabor force
Now ay 95470 00 44 340 893 01 48
OECD 28 244 25 46 33 963 10 50
Non-OECD 11 412 12 29 37 460 05 36

¢ Fornon-residents 1992, in the 1980 sam ple, the country of origin isbased on the citizenship.

Tuming to the extentof outm Igration w e cbserve, as expected, thatonly a very sm all
fraction, 12 percent, of the native sam ple leave the sam ple betw een 1993 and 1997.The
finding of zero attrition In the native sam ple betw een 1980 and 1992 isdue to the
construiction of the data set, as explained in A ppendix 1. The outm gration behavior for
the In m Igrants, as representad by the share of m overs, could be sum m arized as follow s:
(i) In the 1980 sam ple the share of cutm igrants am ong those outside the labor force is
about the double com pared to the share am ong those w ithin. n the 1993 sam ple the share
is oughly three tim es ashigh for those outside com pared t© those w ithin; ({i) the share of
outm igrants is oughly the double am ong O ECD Inm igrants com pared to am ong N on-
OECD inm igrants; and (i) the share In the 1980 sam ple ishigherthan in the 1993

sam ple. That the overall propensity t© leave the sam ple ishigherin the 1980-92 sam ple
com pared t© I the 1993 sam ple could easily be explained by the difference n the tine
Soan betw een the tw 0 cbservations overtim e used to dentify the cutm Igrants.W hile T
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define those w ho dissppear from  the sam ple during the follow 1ng 12 years in the 1980
sam ple, the conesponding num bers of years is4 In the 1993 sample.

A lthough the large share of cutm Igrants am ong the OECD Inm igrants could In principle
be caused by som e kind of com position effect, it should notbe controversial to sate that
OECD inm igrantcross the bordersm ore friequently than the Non-OECD inm grants.One
com m on explanation could be found in the inm igration law sw hich allow s In principle
unrestricted m ovem entw ithin the N ordic countries and the EU , another in the am all
culural distance betw een N omw ay and m any w estem countries.M ore puzzling, a larger
percentage of the individuals ocutside the Jabor foroe outm Igrate com pared t© the
ndividuals n the Jabor force. Taken at face value, this could be Interpreted as an early
Indication that those w ho do not succeed 1n the Jaborm arket leave. This finding is n Iine
w ith Edin et.al. 2001).H ow ever, there are several objections to such an hiterpretation.
First, people m ay com e forother reasons than labor, for nsance to ke education, due to
fam ily unification, oras refugees. Second, m y m easure of eamnings is notnecessarily a
good m easure forsuccess in the Iaborm arket.

R egarding the genderdistribution I find that fem ales are overaepresentad outside the labor
force In the eardly sam ple (1980), w hile the distribution ism ore equal n 1993 . This is
partly due to an overall ncrease In the labor foroe participation am ong fem ales, and partly
due to the severe w orsening In the lJaborm arketbetw een these tw o ponts In tim e, which
affected a num berof the em ployed m ales. Tt should also be noted that the share of fem ales
islow among the Non-OECD inm igrants com pared to OECD inm igrants and natives.

A lso fhotchown), the tendency to outm igrate ism uch strongeram ong m en com pared o
women.W eknow thatm en typically are the m ain breadw Imers 1n the fam ily, and hence

w ould be overtepresentad am ong shortterm laborm igrants, w hile w om en on the other
hand are overtepresented am ong the fam ily-reunification m igrants.

A s rem arked upon earlier 1 this section Tobserve the In m igrant cohorts at different stages
of theirstay . Thism otivates a Iook at the share of m overs foreach amrival cohort. Table 2
provides an overview forthe 1993 sam ple, using 5-year cohorts, by labor force satus. For
nstance, am ong the inm igrantsbom n an OECD country, notin the labor force In 1993,
w ho arrived before 1965, 5 percent (firstrow , firstcolim n) are notcbserved 11 1997 and
thus classified asm overs. Tt seem s ke the Iongerthe Inm igranthasbeen 1 N ow ay as of

19



1993 the less chance foroutm igration during the next fouryears. This can be interpreted

as a cohorteffect, a years-since-im m igration effect, ora com bination. I the first case the

Tncreasing share of outm Igrants as the arrival tin e get closerto 1993 isdue to inherent

differences betw een the arrival cohorts, w ith the earty cohort characterized by a low out-

m Igration propensity, and the m ore recent cohort characterized by a higheroutm gration

propensity . n the Iatter case the pattem is interpreted as a declining cutm igration

propensity as the length of the say Increases, w hich isw hatw e w illobserve if the arival

ochorts consists of am ix of short-term and long-tem inm igrants™® The pattem forO ECD

mm grants isvery srong . W hile only five percentof the ram aining in m grants from the

pre 1964 arrival cohortoutside the Jabor force outm igrated during 1994 -97, the

cornegoonding num ber is alm ost sixty percent for the m ost recent cohort. The pattem for

those 1n the labor force isalso clear, especially friom the 1980-84 cohorton.

Table 2. Sharem overs, by arrival cohort, 1993 sam ple.

Notn the labor force 1993 Th the IJabor force 1993
Cohort OECD Non-OECD OECD Non-OECD
Amived pre.1965 05 07 02 03
Amrived 1965-69 08 11 03 03
Amrived 1970-74 14 10 04 03
Amrived 1975-79 21 09 05 03
Amrived 1980-84 26 11 08 04
Amrived 1985-89 39 14 13 06
Arrived 1990-92 59 18 34 10

¥ This process could be illustated w ithin a sin ple form al fram ew ork m odeling the stock and outflow of

nm igrantoohortovertm e.
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5.M overs versus Stayers

The em pirical analysis w ill proceed as follow s. I sartoutw ith som e basic descriptive
statistics follow ed by a sin ple m ultvariate analysis of the eamings differential betw een
m overs and stayers. A s them ain focus is on eamnings, this partof the analysis is
undertaken on the subsam ple of labor force participants. N ext Iprovide an analysis of the
discrete choice of w hetherto outm igrate ornot.

D escriptive statistics
Table 3 provides descriptive satistics forthose in the Jabor force by outm igration satus,
separately forthe tw o sam ples. First, Jooking at the eamings statistics, w e observe that
natives on average eamed less than the Inm Igrants w ith the exception of the group of
Non-OECD mm grants n 1993 . This som ew hatpeculiar observation w as also found i
Longvaand Raaum @001b),butw as to som e degree explained by a differentage-and
gender structure n the sam ples. N evertheless, w ith the m entioned exception, these simple
figures painta fairly positive picture of In m igrant laborm arketbehavior. Taken at face
value, and by using eamings as am easure of the in m igrants contribution to the econom y
Borps, 1999), the high m ean eamings provide som e Indications of a positive contribution
to the econom y from  in m igrants participating i the labor force

Tuming to the earmnings differential betw een m overs and stayers w e cbserve that them ean
annualeamings am ong O ECD m overs are w ell above the conegponding satistics for
sayers. H ow ever, the reported percentiles show that the eamings distrbution am ong the

m overs is skew ed to the extrem eg, w ith the 90 percentile oughly tw ice as large as the
corregponding figure forthe sayers, and w ith the 10 percentile below thatof the sayers.
Thus itseem s Ike OECD m overs consistof a num berof high-eamings individuals, m ixed
w ith m overs w hich have annual eamings clearly below thatof the s@yers. The eamings
distrdbution am ong the Non-O ECD m overs ism ore in line w ith the sayers, at least n the
upperpartof the eamings distribution . H ow ever;, both the m edian and the 10 percentile are
clearly below thatofm overs, n both sam ples. Thus it seem s ke

™ 0 f course, such a statem ent is build on a num berof stong assum ptions and prem ises, which Iw illnotgo
to In thispaper Borps, 1999) .How ever, from my pointofview itis striking thatw e cbserve a positive
eamings gap for large groups of inm igrants m Now ay.
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Tabl 3.M eans, ndividuals In the labor force.

OECD Non-OECD
V ariable N atives Stayers M overs Stayers M overs
1980 Sample
Eamjngsa,mean 153 169 261 163 171
Eamings’, 90 percentile 248 273 523 247 255
Eamings’, 50 percentile 154 162 152 161 151
Eamings’, 10 percentile 49 52 44 70 57
Log Eamings 1174 1181 11.89 1186 11.79
Fem ales, chare 044 049 037 030 020
Age, in years 3385 3767 3134 3371 32232
Education, in years” 1033 1143 11 85 1115 1098
Education m issing, share 001 014 022 035 046
Y ears since Inm igration - 1135 - 767 -
1993 Sample
Eamings’, m ean 164 190 258 130 141
Eamings’, 90 percentile 271 317 527 226 245
Eamings’, 50 percentile 160 175 174 124 97
Eamings’, 10 percentile 46 64 49 33 25
Log Eamings 1181 1196 12 .03 1155 1142
Fem ales, share 048 051 044 037 030
Age, In years 3723 4174 3681 34 98 3429
Education, in years” 1158 12 57 12 95 1143 1235
Education m issing, share 0.01 043 0.79 052 055
Y ears since Inm Igration - 1587 720 1001 758

“Thousand 1990 NOK

"Am ong those w ith registered educational attainm ent
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the m overs on average are drawn from the low erpartof the eamings distribution am ong
theNon-OECD inm igrants.

Futther, the m overs are younger than the sayers, especially am ong the OECD inm grants.
A tface value the m overs are m ore educated than the sayersam ong OECD Inm igrants,
and less educated am ong Non-O ECD inm igrants.H ow ever, Im iss mfom ation on
educational attainm ent fora large share of the In m igrant groups, especially forthe N on-
OECD moversw here Im iss mfom ation fornearly half of the group . This facthints at that
w e should be careful n using educational attainm entas a regressor lateron. Lastly, we
note thatthe average OECD iInm Igrants has spent less tim e In N orw ay com pared to the
average Non-O ECD Imm igrant. From the 1993 sam ple w e cbserve that the m overs, as
expected, have spent less tim e In N ow ay com pared to the sayers.

M ultivariate analysis

This exercise ism otivated by the different distrbutions of socioeconom ic variables by
outm gration satus, and by country of origin, as shown in Table 3 . Specifically Twould
Tike to Investigate w hetherthe presented raw eamings differentials by country of origin, as
w ellasby outm gration status, could be explained by differences 1n the distdbution of

m arital satus, gender, age and education . Testm ate the follow Ing m odelby ordinary least
squares, separately foreach sam ple (1980 and 1993):

V=0, +o,L+0, L *OUT,+ X fS+¢, @)

w here y; denotes the natural logarithm of annual eamings for ndividuali, Tisadummy
variable forinm grantstatus, OU T isa dumm y variable w hich takes the value 1 if the
ndividual is classified as am over, 0 otherw ise. X is a vectorof sosioeconom ic variables,
and o, 04, O andﬁ are unknow n param eters. By the gpecification In (1) w e restrict the
variables In X t© have the sam e in pacton log eamings, ndependentof region of origin,
w hich isa highly questionable assum ption in Iightof the presum able very different
underlying retum to cbservable variables, for instance educational attainm ent. H ow ever,
forthe case of sin plicity T stick to this restriction . A 1o, note that In light of the eamings
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distrbutions presented n Table 3, the use of a logarithm ic transform ation of the dependent
varible is notunproblem atic 2

Table 4 provides estim ates of the Inm Igrantdum m ies and the nteraction term s, cbtained
by estim ations of (1) on ndividuals n the labor force, n 1980 and 1993 respectively .
These estim ates are approxin ations of the group specific m ean eamings, relative ©
natives. The controls mcluded are mdicated I the bottom of the @ble. For nsance,
1980, from colmn 5, w e cbserve from the firstrow thatthe average sayerfrom an OECD
country eamed 2 6 percentm ore than natives, controlling for the differences In the
distrbution of gender, age and m arital status. The second row is accordingly nterpreted as
the eamings differential betw een OECD sayers and m overs, evaluated atthem eans (in
the 1980 sam ple) of the above m entioned sociceconom ic variables.

From the 1980 sam plew e observe from column (1) and Q) thatthe eamings advantage for
the group of mm grants from Non-O ECD countries disappearonce w e control forsom e
basic ndividual characteristics. The eamings differentials in column @) are dentical to
those that result from a com parison of the m ean log eamngs presented in Table 3.
Controlling forgenderw e find that in m igrants from OECD countries eam m ore than
mm grants from Non-OECD countries, both am ong s@yers and m overs.Collmn ()
presents the differentials after controlling forthe full setof variables. W e observe thatw e
end up w ith a structure sin ilarto w hatw e found by com paring the raw m eans, nam ely
thatthe m overs eam m ore (less) in 1980 than the sayersam ong the OECD Non-OECD)
mm grants. The results forthe 1993 sam ple show thatm uch of the eamings advantage of
OECD inm grants overnatives could be explained by socioeconom ic characteristics.
Further, by controlling forthe fisll setof variables, the otherdifferentials, as observed n
colmn 3),becom e stonger. For Instance, w hile the average Non-O ECD m overeamed
13 percent less than the average Non-O ECD  sayey;, this differential increases to 18 8 per
centafter controlling forgender, age, m arital status and education.

%% The w ely used Jog transfom ation of eamings n the liemature is nom ally Justified by two factors: (i) the
distribution of eamings is positively skew ed such that the distribution of log eamings is closer to the nomm al
distrbution; () the transform ation sim plifies the nterpretations of the estim ated coefficients from the
regressions. R egarding (i) no such regularity is observed 1 the subsets of sayers and m overs, judging from
Table 3. T soite of this Thave undertaken the transform ation as this greatly sim plifies the mterpretation of
the estim ates.
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Table 4. Estm ates of the Inm igrantdum m y and interaction w ith out-m igration satus,

hdividuals In the Jabor force.
V ariable @) @) 3) @) 5) ®)
1980 Sample
OECD 090 057 070 109 026 -032
(.005) (.004) (006) (005) (.005) (.005)
OECD*OUT 081 -008 119 114
(010) (.009) (009) (009)
Non-OECD 108 -017 116 020 -005 -034
(.007) (.006) (.008) (007) (.007) (.007)
NonOECD*QOUT -073 -145 -102 -095
(022) (.015) (019) (018)
1993 Sample
OECD 161l 048 154 165 035 -002
(004) (003) (004) (004) (004) (004)
OECD*OUT 074 049 125 148
(013) (012) (011) (011)
Non-OECD -266 -337 -259 -301 -328 -317
(004) (003) (004) (004) (003) (004)
NonOECD*OUT -130 -155 -169 -188
(016) (016) (014) (014)
Controls
gender X X X X
age X X X
m arital satus X X X
education X

Notes. Standard enrors In parentheses. G ender is entered asa dumm y for fem ale. A ge isentered as a fourth-
orderpolynom 81.M arial satus isentered asa dumm y form arrded and a dummy forpreviously m avred.
Education is entered as the num berof years for those w ith registered education, and a dumm y foreducation
m issing . The com plete @bl of the results is availbble from the author.
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To summ arize, m uch of the observed difference In average eamings betw een natives and
OECD Inm grantsasw ellbetw een nativesand Non-OECD inm igrants 1n 1980 can be
explained by socioeconom ic and dem ographic characteristics. M vy earlier observations

w ith regards to the eamings differentials by region of origin, and by ocutm igration satus,
are upheld.

The decision to outm grate

T orderto m ore precisely characterize how m overs differ from stayers ITundertake a
probitanalysis, n lne w ith Husted et.al. 2000b) and Dustm ann (1996a) . Form ally, the
decision to outm igrate ism odeled as a binary choice of w hetherto sy ornot, w ith the
probability of not saying given by:

Prioutm gmate) =® (Zy) @)

w here 7 isa vectorof variables, nfluencing the outm Jration decision, ¥ isan unknown
vectorof param eters, and @ is the standard nom al distrbution fimction. @) is estin ated
separately forOECD and Non-OECD imnm grants, Table 5 gives the results forthe 1980
sam ple. Forsin plicity Ipresentonly the resultw ith the full setof variables included, asa
stepw ise Introduction of the variables did notprovide any m ajornew nsights. I a variable
enters pogitively in the table ithas a positive effect on the probability to outm gate.
orerto sim plify the mterpretations Thave calculated the m axginal effect, M E;, forvariable
jgiven by:

ME,=¢ @77, 3)

w here ¢ is the nomm al density fimction, Interpreted as the change In cutm gration
propensity of a an all change In variable j, calculated at sam ple m eans.

Age entersnegatively forOECD Inm igmants, w ith am axginal effectofm nus 1 2 percent.
That is, the olderthe In m igrant is, the low er is the probability of outm igration during
1981-92, and being 10 years older reduces the probability of outm igration by 12 percent.
O ne nteypreation is thatolder In m igrants have spenta largernum berof years n the host
country and thus are m ore established com pared t© younger in m igrants. A 1so0, the group
of OECD outm grmants could be dom mated by young, highly m obile, Jaborm igrants. This
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Table 5. Probitanalysis of the propensity to leave N omw ay 1981-92, by region of origin.

OECD Non-OECD

V ariable, 1980 Est Stdev. ME Est Stdev. ME
Intercept 1417 065 420 -1 283 118 -239
Age -041 001 -012 -001 002 000
Female -329 018 -098 -212 038 -040
M arried -510 023 -151 -237 041 -044
Previously m arried -407 036 -121 -273 080 -051
N everm arrded ref. - - - - -
Education, years 001 003 000 -002 007 000
Education, m issing 227 045 067 152 079 028
Norlic ref. - - - - -
W esem-Europe -232 020 -069 - - -
N orth-Am erica 470 027 140 - - -
Easem-Europe - - - ref. - -
Asi - - - 330 046 061
A frica - - - 321 060 060
SouthM ddleAm . - - - 324 070 060
Eamings, 1 quartile® -081 025 -024 211 045 039
Eamings, 2 quartik” -270 026 -080 032 047 006
Eamings, 3 quardle’ -308 026 -091 -062 049 -012
Eamings, 4 quardle’ ref. - - ref. - -
Log-lkelihood -13548 2 39756

Num ber of cbservations 28 244 11412

Number ofoutm grants 7105 1338

Notes.M E=M awginal effects, calculated at sam ple m eans. The dependent variable akes the value 1 if the

dividual isnotresidence mNoway In 1992 (outm igrant), 0 otherw ise.

¢ Q uartiles defined by the gender specific eamings distrbution for the group under study
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is supported by the cbservation that the effectof age on the propensity to ocutm grate
among Non-OECD inm igrants, w hich to a less degree are Jaborm igrants, is statistically
Tsignificant. Beng a fem ale, m arded ordivorced, have a song negative effecton the
probability to cutm grate, egpecially am ong O ECD -inm grants. W hile education n years
hasno effecton the outm igration probability, the effectof nothaving reported the
educational attam ent In the 1980 Census, has a stong positive effecton the propensity,
egpecially forOECD inm grants. hierestingly, being bom i N orth-Am erica yieldsa 14
percentage points largeroutm gration probability com pared to the reference category

N ordic), and asm uch as 21 percentage pointsm ore than W estem-Europe. In Iightof the
Jarge geographical distance betw een N orth-A m erica and N ow ay I suspectthatthese

mm gmants are m ostly high-eamings, shortterm , Jaborm igrants w orking in sectors say,
the oil mdustry.W e do not find such large and m arked differences am ong the Non-OECD

nm grants.

R egarding the nclusion of eamings 1 the probitone possibility is to entereamings or log
eamings directly, lke Edin et.al. Q001).H ow ever, the descriptive statistics Tn Table 3
Indicate that the eamings distribution am ong the outm Igrants isnot trivial, egpecially for
OECD -Inm grants. Thus Thave chosen t© Include a setof dum m des indicating the position
(In one of the fourquartiles) 1 the group- and gender specific eamings distrbution 2* For
OECD inm gmnts Ifind a strong positive effectofbeing i the highest eamings quartile
(reference category) . Thus, controlling fora num berof othervariables, the earlier
cbservation of OECD outm igrants being partly drawn from the upperpartof the eamings
distrbution, stillholds. This is In contrast to the unanin ously negative association
betw een eamings and the propensity to outm grate, found by Ednn et.al. 001) on
Sw edish data.Forthe Non-O ECD Inm igrants the picture is roughly the sam e as cbserved
n the rTaw data, w ith a larxgeroutm igration probability forthose n the low erpartof the
eamings distribution .

*! For instance, a fem ale O ECD -inm iyment is assigned a quartile based on the eaming distrbution forall
fem ale O ECD -Inm igrants I the sam ple. Thave also experim ented w ith the position in the gender specific
eammngs distribution of natives. This gave sin ilar, but som ew hatw eakereffects. Asmy ain isto say

som ething abouthow the outm Igrants are selected from the group of inm Igrants, I stick t the original
Spoecification.
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A sthe 1993 sam ple contains inform ation about the tin e of arrival, Ican study the
Tteresting relationship betw een the decision t© outm igrate, eamings and years since
mm gmation . Forthe case of sim plicity Thave chosen to include years-since-im m igration
as a quadmatic 2 Further, n orderto nvestigate the conelation betw een the length of the
sy and eamings I include nteraction term sbetw een years-since-in m gration and the
position in the eamings distribution, represented as a dumm y forw hetherornotthe
Individual is positioned in upperhalf of the distrbution (3'rd and 4 'th quartile) . Table 6

gives the results.

h contrastto the findings 1n the 1980 sam ple of a strong positive conelation betw een age
and the outm gration probability forOECD inm igrants, w e cbserve thatage entersw ith a
an all positive m argial effect n the 1993 probit. O ne nterpretation of this finding is that
young laborm igrants are m ore regponsive than older laborm igrants to in balances in the
Jaborm arket, n theiroutm igration behavior. So w hen the aggregate unem ploym entrate
decreased sharply from 1993 t© 1997, the young inm igrants sayed putto a largerdegree
than betw een 1980 and 1992 w hen the unem ploym ent1ate alm osttripled In size. W enote
that the difference In outm igration probability betw een the tw o genders, asw ellas the
variation in the probability by m arital satus, are negligible com pared to what I find from
the 1980 probit. This could be due to the Inclusion of the years-since-m igration variables
I the 1993 probit.

I find only am all positive effects from originating In A sia, A frica, and SouthM iddle
Am erica com pared t© Easem-Europe. Thus, itseem like the poolofNon-O ECD

mm grant, asof 1993, arrm ore equal In term s of outm igration behaviorthan 1n 1980.
The structure forthe OECD nm igrants 1n this respect is oughly the sam e as for1980.

* Thave experin ented w ith a num berof different specifications, ncluding variants w hich in pose few
restrictions on the r=lationship betw een the propensity to outm igrate and years since inm igration . N one of
these gave any different insight into the relationship under study .
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Table 6. Probitanalysis of the propensity to leave N omw ay 1994-97, by region of origin.

OECD Non-OECD

V ariable, 1993 Est. Stdev. ME Est Stdev. ME
Intercept =277 104 -0369 2.087 104 -1969
Age 009 002 0012 011 002 0010
Female -055 021 -0073 -112 024 -0106
M arried -215 026 -0286 -115 028 -0108
Previously m arried -132 037 -0176 -143 044 -0135
N everm arred ref. - - ref. - -
Education, years 000 006 0000 073 006 0069
Education, m issing 122 087 0163 752 078 0710
Norlic ref. - - - - -
W esem-Europe -033 023 -0045 - - -
N orth-Am erica 125 037 0167 - - -
Easem-Europe - - - ref. - -
Asi - - - 118 035 0112
A frica - - - 256 042 0241
SouthM ddleAm . - - - 218 046 0206
Eamings, 1 quartile* -354 050 -0473 -160 069 -0151
Eamings, 2 quartile* -539 051 -0719 -290 071 -0274
Eamings, 3 quartile* -283 030 -0378 -195 036 -0184
Eamings, 4 quartile* ref. - - ref. - -
Y SM -111 006 -0148 -070 009 -0066
Y SM 2/10 021 002 0028 018 004 0017
YSM *Q.3/A -047 009 -0062 -043 013 -0041
Y SM 2/10 *Q .34 013 003 0017 008 005 0008
Log-lkelihood 92770 -73281

Num ber of cbservations 33 963 37 460

Number ofoutm grants 3402 1964

Notes.M E=M arginal effects, calculated at sam ple m eans. The dependentvariable takes the value 1 if the

dividual isnotresidence MmN oway In 1997 (outm igrant), 0 otherw ise.
¢ Q uartiles defined by the gender specific eamings distribution forthe group under sudy
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I orderto faciliate the interpretation of the eamings and years-since-in m igration
coefficients Thave calculated the outm igration probability by years-snce-m m igration
sepamately foreach eamings quartile, presented n Figure 2 . For Instance, the predicted
probability of outm gration during 1994-97 fora O ECD inm grant, w ho arrived n 1992
(Y SM =1), Jocated 1n the 2'nd quartile 1n 1993 (dotted line w ith triangles), is 25 percent.

A very clearpattem is found forthe OECD inm igrants w ith the outm igration probability
decreasing n Y SM , ata decreasing 1ate. A nd the probability ishighest forbeing
positoned n the upperquartile in 1993, follow ed by the 3 'rd quartile.H ow ever, the
differences dim nish overtim e, am ong those OECD Inm grants w ho arrived as early as
1973 (Y SM =20) Ifind very an alldifferences in the cutm gration probability by the
positon in the 1993 eaming distribution . These findings could be interpreted in a num ber
ofw ays.One hterpretation is that the probability to outm igrate is a decreasing fimction
of the num berof years in the host country . This is the onem ade by Husted et.al. 2000Db).
H ow ever, since both the cunrent study and H usted et. al. only cbserve the full sam ple at
one poIntin tim e w e risk confounding years-since-im m igration effects and cohorteffects.
A sdiscussed Tn relation t© Table 2, if oldercohorts of OECD -imm igrants have a low er
overall propensity to outm igrate than m ore recent cohorts, thisw ould show up asa
negative conelation betw een Y SM  and the propensity to outm gmate.

Tuming to the Non-O ECD Inm igrants In the low erpanelof Figure 2 I find m uch w eaker
effects of both years-since-in m igration and the positon in the eamings distrbution 2
H ow ever, w e find som e indications of the sam e stucture, w ith the m ore recent in m igrants

overrepresentad am ong the outm grants.

* N ote that the scale of the vertical axis is different 1n the tw o panels.
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Pr outm grate)

Figure 2. Predicted outm igration probabilities by years-snce-m igration and eamings
quartile, 1993 Sam ple, ndividuals n the Jabor force.
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6.Eamings Assin ilation

Thave found som e clear indications of non-random outm igration am ong in m grants n
Now ay. Th this section Iw illdiscusshow this could lnfluence estin ates of eamnings
assin ilation.

Firstof all Ineed to clarify the conceptof eamings assim ilation and how outm grants fit
w ithin this fram ew ork . Tn the literature eamings assin lation is associated w ith how the
mm grant is ntegrated nto the laborm arket afteranrival, m easured relative t© a reference
group.Borpas (1999) argues stongly thatnatives is the relevant com parison group In this
regpect. Further, the term assim ilation is closely connected t© the Jong-min laborm arket
behaviorof pem anent inm igrants ie. those who r=m ain In the hostcountry. This seem s
also o be the understanding of those studies, referned to in section 3, thathave gone nto
the issue of outm igration .M ostthe studies have em barked upon the task sin ply by

com paring estim ates obtaned from 1epeated cross sections (sandard approach) w ith
estim ates obtaned firom longitudinaldata. The estim ates cbtained from the latter source
are view ed as the correctones, and hence the difference in the estim ates is nterpreted as
them istgke, orbias, due to not @king accountof outm igration . In the follow Ing
discussion Iw illadoptthisview .

How outm gration nfluences eamings assin lation estim ates depends on the structure of
the data used. Ignore forthe m om ent the possibility of cohorteffects, that is Tassum e that
the eamings potential do notvary across cohorts. W ithout selective outm igration
unbiased estim ates of the eamings assin ilation could be cbtaned fiom a single cross-
section, Ignoring otherdistutbance factors such asm easurem entenors in the variables.

A ssum e thatoutm igration from the In m igrant cohorts occurs w ith a consentate (for
nstance, 5 percentof the r=m aining ndividuals In the cohortoutm igrates each year) .

W ith observations from only one pointn tim e @ single cross section), the older cohorts
would then consistof a sm aller share of the nitalpool than m ore recent cohorts. T other
w ords, due to the Jonger length of the say 1n the host country, the older cohorts w ould be
m ore drained by ocutm Igration than the m ore recent cohots. If the ocutm grants are
negatively fpositively) selected from the inm igrant cohort, in the sense thatthose who
leave have a Iow er higher) eamings potential than those who rem am, thisw ill show up as
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a spurious positive cornelation betw een years since Inm igration and eamings.Hencewe
are facing a positive (egative) outm igration bias.

M ostrecent studies find a declining cohortquality, in the sense thatm ore recent cohort
have a Iow ereamings potential than olderones Borpgs, 1999).W ihin the present

fram ew ork this effectw orks In the sam e direction (on the estim ates) asnegatively selected
outm gration . Thus, In the case thatw e have availbble only a single cross-section the
existence of negatively selected outm igration w ould re-enforce the positive bias caused
by declining cohortquality. Tn the case that the outm igrants are positively selected, the
negative outm gration bias w ould counteract the positive cohortbias.

Them ostcom m on data stucture n analysis of eamings assim ilation is repeated cross
sections. H ere, in m Igrant cohorts are follow ed overtim e, and the cohortbias is avoided.
Th the absence of selective outm Igration, and provided thatperiod effects do notaffect the
rlative eamings of imm Igrants Longva and Raaum , 2001b), unbiased estim ates of
eamings assin lation could be obtaned. The sslectivity of the outm igrants w orks n the
sam e direction (on the estim ates) as In the case of a single cross section.A stin egoesby a
negatively (oositively) selected outm igration w illw ork In the direction of am ore (less)
able inm igrant cohort n texm s of eamings.

A sm entioned above, m ostof the studies of the outm igration bias have chosen a

com pamative approach, w here estim ates from  Jongitudinal data are com pared o those fiom
a single cross section or fiom 1r=peated cross sections. In lightof the data stucture
available in the cunent study, a natural approach is to estim ate the eamings assim lation

w ith and w ithout the outm igrants included . Tn principle this enables a direct identification
of the outm igration bias. Thave undertaken three attem ptsw hich could be sum m arized as
ollow s:

(i) 1980 Sam ple: A s Ionly observe the tin e of arrival End hence are ablk to calculate the
years-snce-m igration) forthe sayers, the estim ation w as undertaken as a standard tw o-
step H eckm an procedure: step 1 : estim ation of the probability to outm igrate as a function
of genderand age; step 2 : estim ation of years-since-im m igration effects on eamings both
w ith and w ithout the predicted probability to outm gate from step 1 included . H ow ever,
this exercise gave no nterpretable results. Specifically, the selection term had only a
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negligible effecton the eamings assim ilation estim ates, in spite of the differences betw een

sayers and m overs, as docum ented In section 5.

(i1) 1993 Sam ple: A sdiscussed, the variable years-since-in m igration is observed both for
sayers and m over. H ence, straight forw ard estim ations of years-since-in m igration effects
w ere undertaken w ith and w ithout the m over ncluded . H ow ever, the exclusion of the

m overs did notalter the predicted assin ilation profile.

(ii1) 1993 Sam ple, m erged w ith eamings nform ation for1997: I oxderto check w hether
cohorteffects could be the culprt forthe m issing effects n attem pt () and (i), Tutilized
eamings nfom ation for1997, and created a setw ith tw o observations in tim e. A lthough
the expected declining cohorteffectw as dentified forNon-OECD inm igrants, the
estim ates of the effect of years-since-in m gration only changed m arginally w hen
excluding those fiom the 1993 sam ple w ho cutm grated during 1994 -97 . A ppendix 2
provides the details rrgarding data and A ppendix 3 provides the specification and the

results.

A num berof explanations for these seem Ingly negative findings could be put forw ard.
Firstly, the m overs are outnum bered by the smyers In the regressions based on the 1993
sam ple.W hen excluding 10 percentof the OECD inm igrants and only 5 percentof the
Non-OECD itshould probably be of no surprise that the estim ates changes only
m arginally, In soite of the m arked pattem from the probitanalysis presented In section 5.
The reagon forthe low num berof outm igrants is due to the rather shortperiod of tim e
(fours years) asw ell as the fact thatw e cbserve the Individuals atonly tw o points in
tin e 2* Secondly, regarding the attem ptof conecting the estin ates by a basic sam ple
selection m odelon the 1980 sam ple, the specification of the selection equation (step 1) is
critical. Th principle one should include at Jeast one variable w hich affects the out-
m igration decision, butnoteamings. Such exclusionary restrictions w ere not found, and
the dentification w as in plicitly based on fimctional form only. Thidly, as shown n Table
5 the eamings distribution am ong the m overs is not trivial, egpoecially forthe m overs
orignally from OECD countries. In this light the usual log transform ation of the
dependentvariable, undertaken 1 all three attem pts, is questionable.

** Thus, m ostof the cutm igration m ay already have taken place orthe oder cohorts.
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7.Sum m ary and D iscussion

The outflow of foreign bom ndividuals from Now ay, asw ellas from otherW estem
countries, is substantial. H ow ever, ourknow ledge of the com position of this flow , and
how the different groups of outm igrants are characterized, is sparse. This study utilizes
tw o com prehensive m icrodata sets for mm igrants in N ow ay w ith the aim of studying the
relationship betw een Jaborm arket eamings and outm igration.

Firstly, I find that the probability of cutm igration ismuch an aller for in m grants from
less developed countries than from m ore developed countries, w hich is in Ine w ith what
others have found. A 1o, I find indications of cutm igration being associated w ith short
residence In N omw ay . Secondly, T find that labor force attachm ent is positively conelated
w ith the propensity to stay . This is Tn line w ith the finding In Edmn et.al. 2001) on

Sw edish data, aswellas n Husted et.al. R000b) on D anish daa.A policy In plication is
that the r=latively generous w elfare state in N ow ay do notnecessarily retain groups of
Inm grants prone to receive w elfare benefits. Am ong the in m igrants from Non-OECD
countries in the Jabor force it seem s Iike the least successfiil, n term s of Jaborm arket
eamings, outm grate. Forthe OECD -inm grants am ore m xed picture arisesw ith a
tendency of the outm Igrants eitherplaced very high In the group specific eamings
distrbution, orbelow them edian. Further, I find som e clear indications that the high
eamings group stays only a shortperiod In N ow ay . The finding of a rather large poolof
high eamings individuals am ong the outm igrants from OECD countries, isasfaras I
know notfound in otherstudies. For insance, Edin et.al. 2001) =portthatall groups of
outm grants eam less, on average, than those who stay . A s discussed, this group could be
associated w ith sectors Ike the oil-industry, know n forhigh com pensation. The large
share of outm igrants am ong individuals from N orth-Am erica strengthens this hypothesis.

These findings have several in portant in plications for studies of eamings assim ilation.
Firstly, as inm grants from W estermn countries say on average only a shortperiod in the
host country, the relevance of undertaking studies on how they assin ilate In the Iabor

m arket could be questioned .M oreover, those studies thatare notable to distinguish

betw een countries of origin, due t© lin imtion 1 data ete., should be very carefillw hen
Tterpreting the results, egpecially results regarding the eamings atarrival. H ow ever, Tam
notable to find any dram atic change in the assin ilation profiles by excliding those who
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retum. This could, as discussed In the previous section, be causad by a num berof factors
and further nvestigations nto this rathercom plex issue r=m ains to be done. In spite of
these findings the results contained 1 this study can be related to previous studies of
eamings assin ilation forN omw egian inm grants. For insance, the finding of a rather large
poolofhigh eamings, shorttemm ,O ECD -inm igrants fitsw ellw ith the finding in Longva
and Raaum 001a) of an ncreasing eamings potential for the m ost recent cohortof

mm grantn the period understudy .

A lthough the tw 0 sam plesutilized in this study differw ith regpect to the com position of
Source countries am ong the mm igrants, asw ellas a in the tim e span used t© dentify the
outm grants, som e of the findings are r=m arkable sin jlar. For mstance, the eamings
distrbution forO ECD outm igrants are very sim ilarn 1980 and 1993, n spite of the huge
difference In the aggregate econom ic situation at the tw o points In tim e. This stengthens
the mbustmess of the result.

Further research on the outm grants based on N ow egian m icrodata should, from my
pointofview , focus on cbtaining reliable data from m ore than one pontn time.By
cbserving the outm gration from the In m igrant cohorts overtin e, one could m ore
precisely pinpoint the nature of outm igration, asw ell as exploring its consequences for
eamings assin ilation studiesm ore accurately . A nother in portant topic is the lJaborm arket
behaviorof those cutside the laborforce. A central questions In this respect is to w hich
degree these Individuals have ncom e from other sources. Lastly, the reason for

Inm gration and outm gration should be nvestigated . W hen such infom ation becom es
available, one could testm ore precisely the different theories of the underlying

m otivations forthe m igmatory m ove, w hich are highly relevant from a policy perspective.

37



References

Aguilar R .and B .Gusafsson (1991): “The Eamings A ssim jlation of Inm igrants”,
Labour5:37-58.

Barth,E ., B .Bratbergand O .Raaum @000): “*EamingsA ssin ilation of Inm igrants
UnderChanging M acroeconom ic Conditions: Evidence from N omw ay and the United
States’, C onference paper, The Frisch Centre.

Borps,G .J. 1989): “Inm igrantand Em igrantEamings: A Longitudinal Study”,
Eoonom ic lhquiry 27:21-37.

Borps, G .J. (1995): “A ssim ilation and Changes In CohortQuality Revisited : W hat
H appened to Inm igrants Eamings 1n the 1980 £?”, JoumalofLabor Econom ics 13:210-
45.

Borps, G .J. (1999): “The Econom ic Analysisof Inm igration”, n Caxd D .and O .
A shenfelter (ds.) : H andbook of Labor Econom ics. V ol. 3, N orth-H olland, Am stexrdam .

Borps, G .J.and B .Bmatherg (1996): "W ho Leaves? The O utm igration of the Foraign-
Bom”,Review ofEconom ics and Statstcs February): 165-76.

Chisw idk,B .R . (1999): “A 1= In m grants Favorable Self-Selected?” , Am erican Econom ic

Review , Papers and proceedings M ay):181-85.
Demombynes, G .M . (1999): “Three W aysof Looking at Inm grantW age G row th:
Analysisw ith the 1993-98 CunentPopulation Survey” , m anuscript, D epartm entof

Econom ics, University of Califomia-B erkeley'.

Dustm ann, C . (1993): “Eamings A djustm entof Tem porary M igrants”, Joumalof
Population Econom ics 6:153-68.

38



Dusmann, C. (1996a): "Retum M igration: the European Experience” , Econom ic Policy
22:215-50.

Dustmann, C . (1996b): “An Econom ic Analysisof RetumM igration”, Centre for
Econom ic Policy R egearch, January 1996 .

Dustmann, C. (1999): “Tem porary M igmation, Hum an C gpital, and Language Fluency of
M Igrants” , Scandavian Joumal of Econom ics 101:297-314.

Dustm ann, C . 000): “Tem porary M igration and Econom ic A ssin ilation”, D iscussion
PaperNo.186, IZA .

Edin,P.A .,R.J.LaLonde and O .A shind 2001): “Em igration of Inm igrants and
M easures of Inm igrantA ssin jlation: Evidence from Sw eden” , forthcom ing in Swedish

Eoonom ic Policy Review .

Hayfron,J.E. (1998): “The Perform ance of Inm igrants in the N orw egian LaborM arket”
JoumalofPopulation Econom ics 11:293-303.

Hu,W .Y . @000):"Inm grantEamings A ssin ilation : Estim ates from LongiudinalD az”,

Am erican Econom ic Review , Papers and Proceedings M ay): ?

Hused,L. H.S.Nilsen,M .Rosholm and N .Sm ith 2000a): “Em ploym entand W age
A ssim ilation of M ale FirstG eneration Inm grants n D enm ark” , forthcom Ing,

htemational JoumalofM anpower.
Husted, L. P.Jensen and P.J. Pedersen 2000b): "Retum M igration of Inm gants
D enm ark” ,M anuscript, Centre forR esearch in Social Itegration and M arginalization,

A athus.

Katz,E.and Stark, O . (1987): “IntemationalM igration and A sym m etric hform ation”,

Econom ic Jourmal9o7:718-26.

39



Longva,P.and O .Raaum 001la): “EamingsA ssin ilbtion of Inm Jrants nNow ay — A
Reappraisal”, forthoom ing n Joumalof Population Econom ics.

Longva,P.and O .Raaum (001b): “Unem ploym entand Eamings A ssin ilation of
Inm grants” ,M anuscript.

Lubotsky,D . 000): “Chutes orLadders? A Longitudinal A nalysis of Inm igrant
Eamings’, W orking Paper#445, lhdustrial R elations Section, Princeton University .

OECD (000):0ECD Econom icOutlook.No.68,D ecember2000.
Ramos,A .R. (1992):"0utM gration and Retum M igration of Puerto R icans”, n
Borps,G .J.andR .B .Freem an (eds): Inm gration and the W ork Force. The U niversity

of Chicago Press, London.

Schoeni,R .F. 1997): "Wew Evidence on the Econom ic Progress of Foreign-Bom M en In
the 19705and 1980 8", JoumalofH um an Resources 32: 683-770.

Spasad, L.A . (1962): “The Costsand Retumsof Hum an M igration” , JoumalofPolitical
Economy 70:80-93.

StatisticsN omw ay 000) : Statistical Yearlbook of Norway 2000.0 slo.

Tysse, T.LandN .Keilman (1998): “OutM igration Am ong Inm igrants 1975-1995” (n
N orw egian : U tvandring blant nnvandrere 1975-1995), Report 98 /15, Statistics N orw ay' .

United N ations 2000) :ReplacementM gration: Is itA Solution to D eclining and Ageing

Populations? Population D ivision, D epartm entof Econom ic and Social A fiairs, New
York.

40



Appendix 1:1980 Sam pl

A Ildata used isprovided by Statistics N orw ay .

Source, 1980 : N omw egian Population and H ousing Census 1980 @ filllcensus).

Source, 1992 : D em ographic file. A registerbased file containing dem ographic inform ation
folace of residence, country of origin, tin e of anrval ete.) forthe full Population

Nomway asof1992.

An individual is assigned a unigque dentification num ber, w hich is the sam e across tim e
(1980 and 1992) . A sboth sam ples covers the entire population at the given pointin tin e,
it ispossible to constructa com prehensive paneldata set.H ow ever, In thisanalysiswe

w il only utilize the paneldim ension n oxderto dentify w hetherornota given individual
from the 1980 file ispresent in N orw ay 12 years later. For sin plicity w e denote this as the
1980 Sample.

Meally, wewould selectall Inm igrants n 1980, defined by country of origin, along w ith
random sam ple of natives, defined as a residual N extw e w ould constructa dichotom ous
variabl indicating w hether ornot the individual left the sam ple betw een 1980 and 1992,
notbeing registered as dead, and thus could be characterized as a Jateroutm igrantornot,
as seen from 1980.

H ow ever;, such a procedure are notdirectly attanable, forthree reasons: () we only
cbserve country of origin forthose present n 1992, forthose presentonly 1n 1980 we
cbserve citizenship only; (i) we do notknow w hethersam ple attrition is caused by out-
m gration orby death; (iii) from 1980 to 1992 itisonly possible to dentify those natives
who w ere present In the 1990 Census fw hich did not cover the entire population) .

Hence, if we w antthe setof sayers fotoutm igrants) and m overs (cutm igrants) to be
based on the sam e source w hen itcom es o the assignm entof source country, we are
foroed t© use citdzenship in 1980, w hich yields a subsam ple of the group of Inm igrants
defined by country of origin.. A 1s0, w e risk thata share of those characterized as out-

m grants did In fact Jeave the sam ple due t© death . Lastly, it isnotpossible to selecta
random sam ple of natives n 1980 independentof theirpresence 12 years later.
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Ih spite of these Iin iationsw e head on w ith the follow Ing sam pling procedure:

Tnm igrants: {) A 11 foreign bom ndividualsw ith tw o foreign bom parents, residents In
Nomw ay, In 1992, present In the 1980 Census, of age 18-52 11 1980; (i) Residents n
Nomw ay In 1980, present In the 1980 Census, ofage 18-52 11 1980, w ith a foreign
citzenship, notpresent in 1992.

N ative com parison gqroup: A r@andom 8 percent sam ple of natives 1 1992, defined as

residents 1 N orw ay, notbom outside N orw ay w ith tw o foreign bom parents, present in
the 1980 Census, of age 18-52 11 1980.

Thus, com pared t© the optim al inm igrant sam ple, w ere all in m igrants are selected on the
basis of country of origin, w e m iss outthose in m Igrants w ho had a N ow egian citzenship
1 1980, and Eftthe sam ple w ithin 1992 .H ow ever;, asw e w ould expect that the
propensity o leave the sam ple due to outm igration is sm all am ong the naturalized

mm gants, thisgroup isprobably lim ird in size. In the native com parison group w e

m iss all those who Jeftthe sam ple from 1980 t© 1992 (com pared to the optim alsam ple).
Agam, as the outm Igration rate am ong natives is am all this should not representa

problem forthe analysis.

Table Al provides an overview of the classification stucture by citizenship and country of
origin in 1980 . For nstance am ong the ndividualsw ith a citizenship fiom an OECD
country, 41 3 percentw ere notpresent in 1992, and thus classified asm overs. The
cornregoonding num beram ong the Non-O ECD inm igrants is 20 .0 percent. A 10, 35 3 per
centof thosebom In an O ECD country have a N omw egian citizenship asof 1980 .Note
thatam ong the sayers roughly thiry-five percentof those bom in an OECD country w ere
N omw egian citizens n 1980 . The corregponding share am ong those bom n aNon-OECD
country is oughly tw enty percent. Thus, by using citizenship mather than country of origin
as the bagis forthe in m igrantnative categorization @sdone In a num berof studies) one
exclides a substantial share of the In m Igrantpopulation, orm ore precisely, a substantal
chare of In m Igrants isw rongly classified asnatives.
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TableA 1 G mup sizes, 1980 sample’

Stayers, by country ofbirth
C idzenship 1980 Now ay OECD Non-OECD M overs Total
N omw egian 118 324 9900 3181 0 131 405
(901) (75) @ 4) ©.0) 100 0)
(99 8) (35 3) ©29) 0.0)

OECD 286 18 060 185 13 048 31579
©9) 572) ©s6) 413) 100 .0)

©2) 64 5) @3) 831)
Non-OECD 5 61l 10 548 2653 13 267
K 05) (79 5) 20.0) (100 .0)

0.0) ©2) (75 8) 169)
Total 118 615 28 021 13914 15701 176 251

(100 0) (100 .0) (100 0) (100 0)

 Row -percentages in second 1ow , colum n-percentages i third row .
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Appendix 2:1993 Sampl

A lldata used isprovided by StatisticsN omw ay . W e have available annual register files for
the full population 1 N orw ay from the period 1993-97 containing dem ographic variables,
and Inform ation on ncom e from w ork and self-em ploym ent from  tax-records.

The data handling process is undertaken In the follow Ing steps:

({d) The files are m erged by a unique individual dentification num ber, resulting 1
m ininum one,andm axinum 5, data records per individual (one percalendaryearthe

ndividual ispresent n N omw ay) .

(i) Any hconsistencies betw een the yearly records regarding date of arrival (firsttim e)
and country of origin, are resolved by assioning the m ost current cbservation to each
ndividual.

(ii1) Tw o populations are defined:
A . Inm igrants: dividuals forw hich at Jeast one yearly record identifies the
ndividualasbom abroad w ith tw o foreign-Joom parents.
B .N atives: lhdividuals forw hich all yearly records dentify the lndividual asbom 1

Nomw ay.

(iv) The setof yearly records are reduced to one record per ndividual In the sam ple, that is
every person belonging to one of the groups specified in ({ii) and w ith at leastone yearly
record from the sam ple period 1993-97.

V) W e regard an individual as present n entire calendaryear1993 ifwe have an
cbsarvation (eocord) forthe mdividual in 1993 and 1994 .A s the sam ple w ill laterbe
conditioned on at leastone years of residence In N omw ay, those who Inm igrate during
1993 w illbe thrown out.
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¢ A coordingly w e regard an individual as present In the entire calendaryear 1997 if: @)
w e have an observation forthe individual In 1996 ; and () w e have an cbservation forthe

ndividual in 1997, and the ndividual isnotreported w ith an outm Igration date n 1997.

fvil) Lastly, based on the presence n 1993 and 1997 Iassion each ndividual n one of the
four follow Ing groups:
1.Stayers:presentn 1993 and 1997. hatives:97.7 % , mm Qr.:57.7 % )
2.M overs: presentin 1993, notpresentn 1997. atives: 14 % ,inm gr.:89 % )
3.New ocom ers:notpresent n 1993, present n 1997. fatives:05% , mmigr.: 186 % )
4.Regidual:notin1-3. fhatives:05 % ,Inm igrants: 149 % )

The distribution w ithin each population group hatives, Inm igrants) isgiven in the
parentheses. The large share of Imm igrants in the residual group are m ainly m ade up firom
the Inflow of individuals to N ow ay during 1993 and 1997.

(vifi) Forthe 1993 Sam ple Iexclude the new com ers and the residual from the sample.

(ix) Forthe analysis presented In A ppendix 3 Iexclude the residual only.
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Appendix 3:Eammhgs Assin iation Estim ates

This A ppendix provides an analysis of eamings assim ilation w ith and w ithout the
Ihclusion of outm igrants, on a data setw ith tw o cbservations n tin e.

The standard approach 1 the literature starts outw ith the specification of an eamings
function w here log incom e of Individualiattim e tisgiven by:

Vie =0, +QYEAR +0, MM ;+ X, S+yg @, )+0 £WSM , )+CA+e,, @a1)

where YEAR isa dummy forthe yearthe cbservation istgken from , MM isadummy
variable forin m grant, X is a vectorof other explanatory variables like genderand m arial
satus, A istheageand Y SM  denotes years since Inm Igration (setto 0 fornatives).C isa
vectorof cohort-dum m des (setto 0 fornatives) . In the estim ations Thave specified the age
function g (.) as a fourth-orderpolynom ial, and the year-since-m Igration finction £(.) asa
setof dum m des, rEpresenting varyng length of residence 2

A1) follow s wughly the standard approach 1 the literature, how ever the specification
1 poses several assum ptions on the data w hich m ustbe comm ented on. First, I inpose
that the effectof age W hich approxin ates experience) on log eamings asw ellas the
characteristics included 1n X, are equal fornatives and inm igrants, asw ell as constant
overtim e. Second, the period effect is com m on fornatives and inm igrants. A s Longva
and Raaum 001b) show , this isnotunproblem atic. A s the m acroeconom ic environm ent
w as different at the tw o points I tin €° there are reasons to believe that this could
Ifluence on the results. Thidly, the assim ilation effectw orks through the year-since-
m igration variables only, and not through changes In the retum to observable variables due
o the restriction that these are constantovertim e. A 1l these restrictions could principle be
dealtw ih by introducing further interaction term s.H ow ever, in orderto m ake the analysis
as sin ple as possible, Thave notpursued this path 2’

%% The chosen specification is based on experin entation w ith different lengths etc. .n orderto capture the

m ost Interesting variation betw een years-since-m igration and eamingsw ith am nin um num berof dumm ies.
** 1 1993 the unem ploym entmate was 5 1 per cent, com pared to 3 1 percent in 1997, source: SSB .

*" T have experin ented w ith different, m ore com plex, specifications of the eamings equation . These gave,
from my pointofview , no further nsights into the questions under study .
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A sdescribed In A ppendix 2, the data setcan be divided In three parts: stayers, m overs and

new com ers. By stacking the full setby yearof cbservation, Iobt@ain a sam ple that

resem bles the one Tw ould have gotten if Tw ere to take tw o Independent cross-sections,
one in 1993 and one 11 1997. I denote this set A11”® The subsetof sayers yields a sam ple
w here a substantial share of the Im m igrants w ho w ould outm igrate atone pontin tin e,
are excluded *° Idenote this set Stayers only.

The earmnngs equation @ 1) are estim ated separately on Alland Stayers only. Table A 2
brings som e selected estim ates. First, fiom  the estim ated years-since-m igration dumm ies
forOECD inm igrants, column 1, I find no system atic pattem . If anything, the estin ates
Indicate som e sortof negative assim ilation, as the effectof the years-since-m igration goes
from statstically nsignificantdifferent from zero 2-3,4-5,6-7 yearsdumm ies) t©
negative (8-9 yearsdummy).A tfirstglance, the estim ated coefficients n column 2 are
ndifferent from those presented In column 1.N ote how everthatthe 2-3 YSM dummy is
negative w hen estim ated on Stayers only. This fitsw ellw ith m y observation 1 section 5
that shortterm Inm igrants from OECD countries eams w ell above the average. Tuming to
theNon-OECD inm igrants, I find a clearpattem of eamings assin ilation as the predicted
eamings ncreases steadily w ith years since inm igration . H ow ever, the differences
betw een the two colum ns B& 4) are an all. G ven the standard enrors they are by allm eans
statistically ndistinguishable.

Th addition to this exam Tnation of the assim ilation profile it=elf, a sim ple com parison w ith
natives could be undertaken . H ow ever, this isnota prioritized task here, see Longva and

Raaum (001a,2001b) forsuch an exercise.

% T the setutilized 1 this analysis I restrict the sam ple to those w ith at Jeast tw o years of residence in
Nomway.

* Tn fact, the sam ple of stayers as defined n section 4, excludes in m igrants w ho outm igrate at different
stages of theirhost-country laborm arket career. For nstance, am ong those w ho arrived in 1985, we exclude

those who outm igrate w ith betw een 7 and 10 years of residence.
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Table A 2 Regression results, 1993-97 data.

OECD Non-OECD
AT Stayers only AT Stayers only
Years in Noway

23 0169 -0497 -3336 -3643
(.0169) (0207) (0278) (0290)
45 0101 -0268 -2670 -2513
(0173) (.0186) (0275) (0277)
6-7 -0245 -0291 -1640 -1539
(0173) (0178) (0274) (0275)
89 -0382 -0494 -1286 -1238
(0164) (0167) (0272) (0273)
10-14 -0290 -0317 -0518 -0492
(0132) (0133) (.0264) (0265)
1530 -0244 -0249 -0367 -0344
(0099) (.0099) (0252) (.0253)

30+ ref. ref. ref. ref.

Period ofarrival

1985-95 -0384 -0204 -2117 -1939
(.0139) (0207) (0216) (.0218)
1975-84 -0500 -0427 -1375 -1209
(0094) (009%4) (0200) (.0203)
1965-74 -0361 -0315 -1457 -1318
(.0085) (0086) (.0201) (0203)

1964 ref. ref. ref. ref.
N atives 686 057 680 556 686 057 680 556
Inm grants 69 356 59 897 85 774 75 632

R -just. 291 293 292 293

Note. Standard enors I parentheses. O thervariables inclided: Dummy for1997, Inm igrant, Region of
origin, 4-orerpolynom il n age, gender, m arial satus, education in years. The com plete results are
availble from the author
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