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A. INTHODUCTION ,

CHAPTER I

SUMMARY AND IMPLICATIONS

Graduation fram high school for noncollege-bound individuals marks

the transition from a style of life dominated by school activity to one

that is predominantly work -arieriteth This transition, along with the

Changing needs and desires ai.isocated with finding employment and forming

new househcilds, sets into motion,a variety of socioeconomic adjustments

either in anticipation of or in response to entering the labor force. This

research project concentrates on a perticular facet of the school-to-work

process that deals explicitly with the mechanism whereby young workers and

employer's are brought together via the job search and migration decisions

of new labor force entrants. Jobsand location adjustments are referred"to

generally, in this report as mobility, although the analysis is clear in

distinguishing among its various components.

The importance of examining youth job and location MObility is

underscored by the numerous obstacles encountered by kecent graduates as

they enter the labor force. Two of the most-Critical factors'hindering the
_-

quick and successful matchins _of WO;kers and jobs are the absence of job
-

--
information and--tre- various barriers to labor mobility. Given these

_-praiems, job search and geographic mobility are worthwhile activities,

'where labor market activity can be viewed ro a chain of causatic)n running

from the acquisition of information on jobs and locations, to employment

and geographlc mobility, to certain patterns of resource allocation implied

by the matching of firms and workers.
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Within this framework, search And job location mobility are produc-

tiie activities uhdertaken by individuals at a cost to generate information

on jobs and locations, which yield a return in the ferm ot% pecuniary and
7

nonpecuniary benefits. Superimposed on this general phenomenon is (1) the

high frequency of job and geographic mobility of the young relative to

Nolder population subgroups, (2) the importance of an individualls initial
.. //labor force experiences in shaping the, pattern of future successes in the

z" .

labor market, and (3) the pivotal role of young a persons' educational

preparation prior to entering the workforce. Schooling'has Leen-^fOund to

be a significant determinant of individual productive skills ;which are

necessarily linked to subsequent labor market rewards. More recently,

education has been found to affect the ability of workers to acquire and

assess relevant information in their efforts to locate better employment

opportunities.

There are two overall goals that govern the design of the concep-

tual and empirical anafYsis. First, an understanding must be achieved-of

the process by which recent high school graduates enter the labor.market,

seek and find jobs, migrate ,from one type,of location to another, and the

extent to which they ye able to further their career objectives via job

and location mobility. Insight into this complex phenomenon is essential

if policy-makers are to reduce the incidence of youth eMployment and tot

4ncrease the quality of employment. A second major goaL is to gain -insight

into the role of the education-system in the school-to-work transition.

There is a critical deed to ascertain exactly what it is about the educe-

tion system, individual ability, motivation, and the student's interaction

with school personnel and resources that facilitate or inhibit the smooth

and succespful transition into employment.

-2-



In particular, the research examines three related aspects of tSe

mechanism by which recent high school graduates achieve succees in the

labor market: t

(1) Analysis of the determinants oi.geographic mobility;

(2) Analysis ot the impact of migration on the probab1-

lity of employment and wage growth;

(3) Analysis of ,what search methods are-Used to find

jobs, their respective job-finding effectivenesS,,

* and their respective impacts on wAge growth.

The importance of analYzing the),i4ect
(

of the education.system on

the determinants and implications of sea ch-aild migration cannot be over-
,.

1

stressed. HeretofOre, researchers have been generally,confined to years of

formal education attainea'and mehsures of labor' force4experience in their

analyses of mobility. While both factors have been foulld to be,significant

variables, analysts have recognived that the quality of the education ex-
4

perience may matter'as much or more than, the ,,guantity of accumulated
. .

experience. This is particularly important for youttientering the labor,

market whose job experience is negligible compared to older workers.

Moreover, the early years in the worR force are critical determinants of

subsequent lagor market outcomes. Clearly, if policy makers are to rgduce

the incidence and duration of unemployment among youth and to increase

their employment potential, efforts must'be made by educators to identify,

anlarge,,, and/or alter the mix of educational services offered to the young

r
in order to enhelne the transita from school to work.

The research described in this report is part of an ongoing set of

studies funded by the National Center for Education Statistics (NCES). Our

empirical analysis uses the National Lohgitudinaf'Study of the High School

Class of11972. This NCEg data set encompasses roughly a four and one-half



'year per.iod (spring 1972 to fall 1976) and the information contained is

based on four successive surveys of a cohort of Over 21,000 high school

graduates (high school administrative data were also collected).

One of the unique features of this study is that the NCES data

permit analyses of the behavior of certain population sUbgroups that have

not bean possible with existing data sets. In particular, the Aarge panel

consisting of a single age group enables us to focus on young persons, to

gp, distinguish between married and single persons, and to test for statistical

differences acrosS race-sex character33tics. The fact that the cohort is

just entering the economic mainstream also providel an excellent oPPor-

tunity to investigate/ the role of background and schooling factors in in-
/

fluencing the short-term successes of young labor entrants. In addition4

merging local labor market measures.,from the 1970 Census with the NCES data

enables us to test the responsiveness-'OE, young graduates to prevailing

economic opportunties. Previous migration studies eith., have used aggre-

gate data on population flows or have used micro longitudinal data with

respect to White, intact, married households. The NCES data thus provide a

good base with which to fill some important gaps in the migration litera-

ture.

To accumplish the ambitious task described abovb, it is essential

(1) to understaLA the general policy context regarding youth employment and

educational goals; (2) to be aware of previous analyses of migration and

job search behavior in order to build, on the extant body of knowledge as

well as fill existing gaps; and (3). to develop a clear notion of the

general search-migration context and the role of education within it.

Toward these ends, a general background of youth employment problems and

education policy issues are described in chapter III, and the current state

4')-4



of the literature is reviewed in chapter III whiel summarizes what is

currentlY known about the determinants and implications of migration and

job search activity. In chapter IV, a theoretical model of job-location

mobility is4 formulated, which provides the conceptual foundation for

specifying the empirical models and for interpreting the estimatel

coefficients.

In chapter V, a probability model of' migration is used to estimate

the determinants of long-distance moves (greater than 100 miles) that are

undertaken in either the first two Years following high school (1972-74)

and/or the second two years after graduation (1974-76). In chapter VI, the

implications of job and geographic location mobility, as well as the im-

pacts of other explanatory variables, are analyzed in terms of (1) the

probability iof being employed in October 1976 and (2) the two-year

percentage change in -wage rates that occurred between October 1974 and

October 1970. In chapter VII; job search methods used by young workers are

examined bloth in terms of the frequency of use and by
the extent to which

0

methods used were more or less likely to lead to employment. The effect of

search methods on the percentage change in wage rates (1974-76) are also

estimated.

In the remainder of this chapter, the sources of data used in the

empirical analyses are described; the major empirical results are

summarized; and in the last aection, a number of conclusions and policy

implications are noted.



B. DESCRIPTION OF THE DATA

1. The National Longitudinal Study of the High School Class of 1972

The primary data file utilized in this study is the National Longi-

tudinal Study of the High School Class of 1972, sponsored by the National

Center for Education Statistics (NCES). This large-scale, long-term survey

contains extensive information about the educational and vocational activi-
.

ties, plans, aspirations, and attitudes of young people after they leave

high school, as well as data pertaining to the prior educational experi-

ences, personal, and biographical characteristics of these people.

The sample design for the NCES survey originally called for the

selection of 1,200 schools around the country, from each of which 18

seniors were to be interviewed, school size permitting. The school samp-

ling frame was broken down into 600 strata based upon the following

variables: type of control (public or nonpublic), geographic region
e.

(Northeast, North Central, South, and West), grade 12 enrollment (less than

300, 300 to 599, 600 or more), proximity to institutions of higher

learning, percentage minority group enrollment, income level of the com-

munity, and degree of urbanization. For each final stratum, four schools.

were to be chosen--two of Which were to emerge as primary selections, the

others as backup or substitute selections. In addition to the 18 students

per school chosen, five additional students would be selected as alter-

nates.

At present, the ongoing NCES survey is composed of four distinct

interviews encompassing the period 1972-1976. The base year survey took

place in the Spring of 1972, and included several data collection forms. I%

Student Questionnaire dealt with factors relating to family, background,

t

education and work exper

4
ences, plans, aspirations,

-6 - 1 4
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opinions. A Test Book, consisting 8i six tests, measured both verbal and

nonverbal ability. A Student's School Record Information Form, recordel

the student's high school curriculum, grade point average, credit hours in

major courses, and if applicable, his or her position in ability groupings,

remedial instruction method, involvement in certain federally supported

programs and scores of standardized tests. Lastly, school and counseling

,data were gathered for each school by use of a School Questionnaire and one

or two Counselor Questionnaires. In all 1,009 schools actually ended up

participating, resulting in a student sample of 19,144, with varying re-

sponse for each of the data collection forms. The key form, the Student

Questionnaire, was completed by 16,683 seniors.

The first follaw-up survey, conducted from October 1973 to April

1974, involved the use of two forms.designed for self-administration by the

student. Form A was mailed to each sample member who completed the base

year Student Questionnaire, while Form B was mailed to seniors from the

high school class of 1972 who were unable to participate in the base year

#

survey. Aside from the presence in Form B of an additional 14 questions to

supplement missing base-year information, the two forms were identical.

Survey questions dealt with information concerning the respondent's acti-

vity state (education, work, military service, etc.) in October 1972 and

October 1973; his or her socioeconomic status; work and educational experi-

ences since leaving high school; and future educational and career plans,

aspirations, and expectations. A total of 21,350 persons completed the

First Follow-up Questionnaire,
including 15,635 of those who responded to

the base-year Student Questionnaire--a sample retention rate of 93.7 per-

cent.



The second follow-up survey began in October 1974 and wa's completed

in April 1975. The questionnaire used was similar in nature to the one

utilized in the first follow-up, including information abou4 the activity

status of NLS sample members as of'Fall 1974, family status', personal atti-

tudes, opinions, and plans. Some 20,872 sample members Oompleted the Se-

cond Follow-up Questionnaire, including 20,194 of the 2,1',350 who completed

the First Follow-up Questionnaire - a 94.6 percent sampVe retention rate.

The last of the follow-ups to date was the thXrd follow-up survey,

begun in October 1976 and ,gcmpleted in May 1977. In addition to repeating

basic questions included on past questionnaires, this questionnaire served

to collect information on activity states for 'October 1975 and October

1976, graduate school application and :"Ientry,/ job supervision, sex-role

orientation, sex and race biases, and a subjective rating of high school

experiences. Among the 20,092 sample mlMbers who completed the Third

Follow-up Questionnaire were 93.9 percent who completed the Second

Folluw-up Questionnaire. The retention rate of those sample members who

completed all three follow-up questionnaires was 94.7 percent.

2. 1970 Census Data

tut important deficiency of the NCES data base is the absence of

information pertaining to local labor market conditions. Previous studiec

of migration behavior have determined that varying labor market conditions

in different geographic areas may exert an important influence over the

decision to migrate as well as-the chosen destination of migration. In

part4ular, a study focusing upon migration and job search is in special

need of data pertaining to local and/or broader economic conditions,



It is well known that labor market conditions vary according to

race, sex, age, education and location status. They also, of course,

change to some degree over time. An ideal source of dati would therefore

be one which provides different measures of job opportunities for subgroups

distinguished by these status variableg over time. This would make pos-

sible a far more accurate assessment of the ippact of labor market condi-

tions on job and geographic mobility of working youths than could be Ob-

tained by using aggregate labor market data averaged across all grclps.

Among available sources, however, there exists a tiadeoff between time

series labor market data disaggregated by large SMSAs only, and

point-in-time data disaggregated by key status variables, including 3-digit

zip code location. Because the use of time series data would result in the

exclusion of-large part of the NLS sample, i.e., those persons not regiding

in large SMSAs, the decision was made to use the more geographically spe-

cific point-in-time data. These data were obtained from the 1970 Census of

Population And Housing, Fifth Count Summary Tape, aggregated by 3-digit zip

code areas, within which, labor force status measures were disaggregated by

age, race, sex, education and enrollment status.

This decision reflects the assumption that the most basic and

important differences across geograhically dispersed labor markets tend to

remain constant oVer tim -Whili-we-felddgnize -that-these stzuctural

ferences will chralge, we believe that the basic pattern will persist over a

period of several years, enough to overlap at least a portion of.period

encompassed by the NCES surveys. It should be noted that the national

economy, in terms of quarterly unemployment rates, did not differ sUbstan-

tially over the 1970 to 1974 period. However, by 1975, the economy

deteriorated considerably, which suggest that the use of 1970 Census data

-9-



ray not be appropriate for our analysis based on the last two years covered

by the NOES panel data.

C. SUMMARY OF THE EMPIRICAL RESULTS

Migration is an important phenomenon, both for the socioeconomic

well-being of individual households and also for society at large. Pre-

'sumably, households move in order to improve their financial and/or non-
(

financial status, thereby improving the overall functioning of the economy

as individuals move to areas making better use of their productive

talents. The extent to which workers recognize and respond to market sig-

nals has stimulated considerable inquiry among social
Is
cientists and

policy-makers. As noted in the literature review in chapter III, recent

research unfortunately has not focused on the geographic mobilitY of youth,

inspite of the fact that young persons have the highest rates of job and

location mobility in the U.S. population.

Superimposed on the high mobility of youth and the general lack of

knowledge concerning it, is the school-to-work transition that is so cri-

tical for today's youth. Research has focused primarily on the insuffi-

cient quality/quantity of formal Schooling, the lack of skills directly

applicable to work, disadvantaged 'family and neighborhood backgrounds,-_ -

discrimination, poor job placement and -dea-d-end,--low-paying jobs to-which

young workers are often relegatO. Relatively little enal);sis, however,

has focused on the mechanisms by Which yuung persons enter the labor market

and find employment through their job search efforts and/or decisions to

migrate.

If migration 'is an effective means for youth to secure (better)

employment, then one is led to ask what factors encourage or discourage

,
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such movement. In the analysis, we attempt to answer both questions by

scrutinizing both the causes and effects of youth migration. With regard

tofathe occurence of migration analyzed in chapter V, we take 'advantage of

the four and and one-half year period encompassed by the data and split it

into two segments: (1) the spring of the sample's senior year in h'igh

school (1972) to October 1974, and (2) October 1974 to October 1976.. This

partitioning enables us to examine two quite different stages in a young

person's post-secondary career as a young adult. With regard to the labOr

market outcomes, of migration analyzed in chapter VI, the analysis focuses

on the impact of 1972-1976 migration on the probability of employment in

October 1976 and wage growth between October 1974 and October 1976.

Finally, the examination of job search methods used by recent high school

graduates analyzed in chapter VII, is based on yearly retrospective data

gathered from the second follow-up survey; and the wage implications of

using different search methods are based on an analysis of wage change that

occurred between October 1974 and October 1976.

The empirical analyses are specified within a general theoretical

model of job and location mobility that is formulated in chapter IV. The

conceptual model is built on the premise that potential movers weight the

expected increase in earnings associated with job/location mobility by the

chance of obtaining suth an increase, less the costs of searching and re-

locating. To the extent that individuals behave accOrding to this model,

'we expect to find significant relationships between the likelihood of

moving and the explanatory variables measuring the benefits, costs, and

chances of obtaining alternative employment. In addition, we anticipate

that migration motivated by labor market considerations will lead to a

greater probability of post-move emPloyment and to higher wage rates than

would have transpired in its absence.
1 -

f)
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In concentrating on migration, it should be noted that there is no

objective mileage standard that indicates whether or not geographic move

is a long-or short-distance move. For this study, migration is defined as

irmove of at least 100 miles from the point of origin. The 100-mile cri-

terion was chosen in order to concentrate on long-distance moves, which

makes sense in light of our desire to focus on,the mobility of labor from

one market to another. )amost all other studies have been forced to use

intercounty, interstate, or interdivisional moves as a measure of migr

tion. Many short-distance moves, however, involve a change in county

andior state (e.g., cross-metropolitan) which would qualify as migration by

/'
this criterion,*whereas.many long-distance moves would not.

In what follows, the most interesting results of the/three empiri-
.,

cal chapters are highlighted.

1. Probability of Migration: Summary of Results

The goal of this part of the research is' tb discern What.prompts

individuals to redistribute themselves geographically without the con-

straining influences of their usually short 'Lem careers as students and

military personnel. Because the latter tend toi move\for noneconomic rea-

sons, the analysis excludes persons classified either as students or mili-

tary personnel at the beginning of the analysis period. The migration

analysis for the two time periods extends the.results of previous research

in its focus on youth, by stratifying the sample by sex and marital status,

and by including several explanatory variable that have heretofore been

omitted. The primary results for the two periods are as follows.

First, desite repeated attempts to discover potential interaction

effects, race does not appear to play a significant role in influencing



migration, either by itself or in conjunction with other variables. There

/7

were/some acattered male-female differences, but by and large, the esti-

Mates are more suppc%rtive of a neutral effect. In general, there is little

in our conceptual model that would lead to widespread race-sex differences

after controlling for other factors. The empirical results tend to support

the idea that race-sex differences are not widespread.

Second,,recent high school graduates exhibit a pronounced degree of

responsiveness to labor market signals, especially as measured by the local

employment-population ratio. This finding is important in demonttrating

that youth are aware of market opportunities and behave accordingly. These

results stand in contrast to some earlier research findings Which indicate

that young persons are ignorant of relevant labor market information and/or

do not act in a rational fashion. While the estimates c^nnot tell us Airtle-

ther or not the behavioral responses are optimal, they do suggest that edu-

cation and labor policies designed to provide more/better market informa-

tion may have a positive impact because the basic behavioral response is

present.

Third, the historical movement away from rural areas is not taking

place during the 1972-76 period under investigation. After controlling for

other factors, migration away from sparsely populated areas is no more

likely than what occurs for the average sample member, although umaller

cities tend to lose young people and larger metropolitan areaz; tend to

retain young people.

Yourth, the socioeconomic background of graduates has a positive

influence on migration that persists over the four years following high

school. Just as\family SES seems to ipfluence other forms of behavior as

educational and labor market

-1 3 -*

nment, so the home environment
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represented by the SES variable also imparts a lasting influence via the

likehood of moving.

Fifth, the number of years in residence at the 1972 high school

location exerts a strong impact on the probability of migration. This

empirical finding provides an intrking link between past geographic mo-

bility as a dependent family member and future mobility as an independent

household unit. This result represents the first time that the hypothe-

sized tie 1-2tween childhood migration and subsequent movement as a young

adult has been demonstrated empirically.
, The relationship indicates that

mobility, to a certain extent, represents an acquired predisposition due

possibly to increased knowledge and decreased psychOlogical inhibitions to

moving away from a known environment. A second and equally relevant expla-

nation for this impact is that location-specific assets (friends, knowledge

of local job vacancie) are related to the length, of time Xhat someone has

resided in a single location.

5

Sixth, and similar to the above, a recent move (between June 1972

and October 1974) is strongly correlated with a future move (between

October 1974 and October 1976). Part of this tie may be explained by an

unobserved mobility preference, and part may be Aue to place-specific

investments in information and friends that are undoubtedly related to

years in residence. The smaller are the place-specific assets, the lower

.the costs of moving.

Seventh, the'high school experience has an influential role in

stimulating migration which, however, &pears to diminish over time. Both

the social and institutional environment of the high school, when taken as

a whole, suggest that access to job-location infornation is a significant

determinant of geographic mobility. The college attendance of former stu-

CI



dents, staff-student ratios, and participation in special educational* pro-

grams provide a consistent pattern of evidence that the school envilronmeht

is influential and can be altered so as to encourage or discourage

migration.

Eighth, there are significant differences between single and

married respondents. For males, marriage inhibits mobility, while for

females, the opposite is found. The former relationship is consistent with

a _priori expectations in that husband-wife families are likely to be more

socially and economically integrated into the local area, 'thus increasing

the opportunity costs of a contemplated move. The latter association might

be explained by the tendency of single femaler to stay close to relatives

for socioeconomic support and to move away with their husbands when they do

marry (their husbands may have unobserved characteristics that would

dictate a move).

Ninth, verbal and mathematical aptitude, as measured by several
sl

short tests in 1972, is estimated to play a significant role in explainivg

the occurrence of long-distance moves. This finding is consistent with the

maintained hypothesis that the ability to acquire and assess job opportun-

ities in distant locations is a critical element that underlies the likeli-

hood of migrating.

Tenth, labor force status and employment experience during the

recent past have, a substantial impact on ;the probability of moving.

Individuals without jobs, few weeks of past employment, rd low wages are

more likely to move than employed, higher paid workers who have sbrong

enployment ties in the origin labor market. All of these estimates rein-

,

force the notion of economic opportunity costs and underscore the strong

interrelationship between labor market and geographic mobility. The esti-



dk,

-

mated importance of current job search and willingness to relocate to oh-

tain a job contribute to the argument that job-location ohanges represent

an important behavioral nexus that warrants further 'investigation by re-

searchers.

2. Employment and Earnings Effects of Migration and Job Change:
Summary of Results

This stzge of the research examines two key implications of job and

location mobility. The first part estimates the influence of migration on

' the probability of employment'In October 1976. The second analysis part

specifies a percentage wage change equation (October 1974 to October 1976)

in order to estimate the wage impact of job and location changes on wage

growth over the two-year period. According to economic theory, individuals

move in order to make themselves better off. However, under conditions of

imperfect information, the viability of labor mobility as an efficient

allocative mechanism cannot be assumed. ,Hence, it is crucial to determine

whether or not, and under what conditions, job and location mobility have a

positive economic impact for the individuals involved.

Because our orientation is toward labor market experiences in the

private sector, the study excludes from the sample persons who were in'the

military. For the employment analysis, tEe military filter is imposed as

of October 1974. For the wage change analysis, the military filter is also
OD

-imposed for October 1976. In addition, the wage change analysis requires

persons to have been employed at both end points of the time period and not

to have been full-time students at either endpoint. In what follows, the
\

employment ffects of migration are summarized first, followed by an anu-.

meration of the wage effects of mobility, and concluding with a eymoplis of

the most interesting findings with regard to the other explanatory varie-
:

- 1 6 -
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bles used in the estimation.

First, there is a substantial difference between persons whose

migration decisions are linked to labor market activity and those who move

for nonjob keasons (personal, school, environment) k On average, the latter

are .significantly less likely to be ,employed in October 1976 than job-re-

lated movers and immobile workers. Furthermore, the lomer incidence of
0

employment among nonjob-related movers is not influenced by personal

characteristics or 'by initial labor force status. This finding is not

surprising in light of the conceptual model that was built on the hypo-

thesis that potentiaOthovers based their decisions on a calculus of maxi-

mizing earnings. Clearly, ,the objective function to be maximized must be

iltered,if we are to predict and measure-the repercUssions of migration

that,ks motivated by other, noniAbor market objectives.

Second, the employment outcome of job relaied moves is dependent on

initial (October 1974) labor force status. Among those who were initially

employed, migration is estimated to result in.a slight, insignificant in-

N\ .i

crease in the probability of employment in October 1976 overthat of simi-

lar nonmovers. Among those who were without jobs in Ocber 1974, migra-

tion has a large, positive effect on subsequent employment. These findings

suggest that jobless workers are able to raise their chances of employment

through migrating to almost the same level as for the intially employed.

Nhis'is a significant result because our analysis finds that a worker's

employment status tends to perskst over time. Hence, migration may play a

ke'Si role for young workers to escape from areas where they are without

work.

Third, a closer look at the positive impact of migration for those

who were initially without jobs reveals a sharp difference between students

17-



and nonstudents. Students who were not working were estimated to have a
-

much higher employmene probkbility if they migrated than if they did not.

On the other hand, migrants Who were neither employed nor enroll:el in

school increased Xheir chances of employmeni over. Similar nonmigrants by an
e

insignificant margin.

Fourth, the above indicates that migration enhances the prospects

of employment for persons initially without jobs, especially students.

Migration, however, does not appear to increase the likelihood of employ-

ment for workers originally employed, the subset with the highest employ-

ment inCidence. In the wage change analysis, the focus,shifts predisely to

the subgroup of initially employed workers to examine whether or not migra-

tion influences the rate wage growth during the two-year analysis

period. In gener'al, the resu 4 indicate that migration has a significant

and positive effect on wage change for workers employed,at both the begin-

ning and end of the time period. Thus, geographic mobility appears to have

a positive economic effect for migrants, although the way it improves an

individual's financial position varies by his or her ,recent employment

experience.

Fifth, the finding of positiv wage returns to migration (gross of

costs) is estimated to hold only for ersons who move for job-related rea-

sons. Moves undertaken for non-labor market purposes have an insignificant

effect on wages, Although the employment analysis suggested that this group

of movers were much less likely to have found jobs by Odtober 1976.

Sixth, migration (excluding job transfers) implies a job change.

Contrasting the wage experience of job switchers who.did and did not
4k.

migrate, resulted in a significant wage differential in favor of job and

location changers than similar, but local job changers. This evidence is

--\111N-
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consistent with the hypothesis that workers set higher acceptance standards

in selecting jobs in more distant markets to offset the greater asaociate

uncertainty and relocation costs. The res tfl also suggeit that workers

It-..1

benefit financially from expanding the geographic scope of their job hunt

because f the wider range of possible job offers.

ernth, the pecuniary return to migration 4.s greatest for

rual-to-urban migrants. Fort moves undertaken during the 1974-76 period,

rual-rural and urban-urban combinations of original 'destination also

.-4

resulted in positive wage changes.

Eighth, the wage impact of job-related migration 4s related to a

mover's socioeconomic background: the lower the family SES, the greater

the wage enefits to migrgtion. This interdependence presents an inter-

esting, often overlooked, way in which persons frcm relatively disad-

vantaged backgrounds may enhance their financial status.

Ninth, an individual's aptitude is estimated to have a significant

influence in increasing both the probability of employment as well as the

percentage change in wage rates. The skills that are either innate and/or%

learned in high school are presumed to be Important determinants of a

worker's productiviiy, the rate at which new skills are acquired, and a

person's ability to seek out new jobs in new locations. An individual's

high school grades.and evidence of leadership ability also play a positive

role in the employment process, although they were found to be insigni-

ficant determinants of wage change. The influence of these high school

related variables on young workers' labor market success, two to four years

after graduation, suggests that the secondary education experience has

important economic effecti that remain with students as they enter and

participate in the labor market.

- 1 9 -



Finally, there is preliminary evidence that the acquisition of

postsecondary education (PSE), in the form of earning nonfour-year degrees

or certificateS, has a positive impact on both the incidence of employment

and the rate of wage change. While there is theoretical justification for

such a positive influence due to tat increments to human capital, the pri-

vate returns to public PSE programs hAye yet to be investigated in a syste-
.-

matic fashion. Our results suggest that a significant link may exist

between postsecondary education and subsequent market outcomes.

3. Use and Effects of Job Search Methods: Summary of Results

The final aspect of the research examines the job search behavior

of young high school graduates. In particular, the methods used to find

employment are examined in two ways. The first uses data on all respon-

dents who reported searching for one or more jobs between October 1973 and

Octbber 1974. For a number of reasons, the NCES data do not support a

rigorous analysis of the determinants of using one seAW2, method versus

another, or the outcomes of using a given method. Thus, we generate tabu-

lar statistics fer the entire sample, as well as for race/sex subgroups in

order to measure the frequency of usage and effectiveness in leading to

employment among eleven search methods. The second part of the analysis

examines the wage implications fór successful searchers (i.e., for those

who search and find employment), by using the 1974-76 wage change equation

developed in the previous analysii. The primary results of these efforts

are summarized below.

Young high school graduates rely most heavily on informal search

methods to look for and to obtain employment. In particular, direct appli-

cation to firma, and use of friends and relatives are cited most frequent

rt,c;



by all race/sex groups in the NCES sample. While formal methods tend to be

used much less than informal methods, school/college placement, private

employment agencies, and union registration account tor a considerably

greater proportion of job matches relative to their use rates, than are
??'

other formal and informal methods. This suggests that these insitutions

may play important roles as labor market intermediaries.

In contrast, direct firm contacts, and especially the use of media

-and public employment services have relatively lower effectiveness rates

compared to their respectiveuse rates. This may imply that direct appli-

cations and responses to advertisements provide little job requirement and

worker skill information to potential employers and employees, thereby

reducing the odds that any one contact will result in an acceptable

offer. This seems to be particular* true for the use of media as a job

search method. The lower effectiveness rate for public employment agencies

may reflect either the relatively limited number/type of job vacancies

listed with the agency, or the fact that laid-off workers register with the

agency only as a prerequisite for receiving unemployment insurance and

hence, use it only in a nominal sense.

The estimated returns to search methods used to find the October

1976 job provide some additional information. For those who obtained their

jobs through the public employment service, the percentage change in wage

.rates was significantly lower than for workers who used other methods.

Thus, the public employment service appears to be both a leSs effective

source of jobs and, for the workers who are placed, the relative wage pay-

off :s smaller. However, lt is premature to conclude that the pUblic

employment service is not a cost-effective intermediary because it may

enable job seekers to obtain employment without investing much 'time or



money into the job hunt- --Henre7-the time coniffiitment required of seeking

out job vacancies, via direct employer contacts, and possibly by responding__

to want-ads, may offset much of the differential between these methods and

the public employment service.

The only search method with a significantly positive wage effect is

the use of friends. As discussed earlier, the more detailed information

provided to jobseekers, and possibly the use of friends as references,

contributes to a greater chance of obtaining a better paying job. This

finding suggests that both workers and firths would benefit from the pro-

vision of richer, more accurate data on their counterparts.

The lack of significant variation across most search methods is

somewhat surprising. Part

persons in the job changer

(school placement,

Another

tend to

explration,

of tnis is due to the insufficient number Of

sample who reported using some of the methods

civil service,

that

and private employment agencies).

is dirfficult to disentangle, is that jobseekers

use a variety of methods (the average number is four) when looking

for a job. Duringthe job hunt, however, the individual may find that

because of personal skills/preferences or the characteristics of the job

markett certain methods seem to be the most useful in generating infor-

mation and offers. Hence, there may be a self-selection phenomenon taking

' place Whereby searchers gradually eliminate unproductive methods and focus

their time/money investments into only one or two. One could speculOS
i/

that the outcome of this winnowing-out process, ceteris paribus, ig/that

there is a general bunching of the respective wage impacts associated with

the methods that are observed to result in a job find.

Our results imply that search methods seeM /to influence the

\starting rate of pay, but thereafter, other attributes

30
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well as the firm and local labor market, dominate in the wage grovth pro-

cess. Specifically, the sample stratification has enabled us to isolate_

--

what may _be a major eXplanation of why interfirm mobility resUlts in a

sfiort term depression in wage rates. The human capital literaOre makes

the distinction between productive skills applicable to all jobsj(general)

and skills that are relavant only to a particular firm (specific). If

employers pay their workers according to their general skills, and in

addition pay them a portion of their firm-Specific human capital-in order

to reduce voluntary turnover, then switching jobs should result in a wage

-

reduction until firm specific skills are acquired on the new job.

In this context; our results indicate that a worker's value to a

firm is not only a function of on-the-job experience, but is also dependent

on other characteristics such as aptitude and postsecondary education.

These attributes affect both the level and rate of skill development, which

in turn is presumably reflected in wage change. If, however, this process

requires employer recognition, then we would expect this relationship to be

most pronounced for stable workers - a result that is corroborated by our

results. However, the limited time frame of the WES data do not permit

generalizing these findings to the general population. It is possible that

over time, educational attainment and aptitude may play a smaller role in

determining labor market successes, and interim work experience may play a

.more influential role.

In 'sum, the search meth6d analysis should be considered exolqr-

atory. It has provided useful information on the primary channels of em-

ployment and has identified two methods that seem to have relatively large

or small ,wage payoffs. However, the analysis is limited by its narrow

examination of the job search process, and therefore, raises as many



questions as it answers. For example, to evaluate the returns to various

search methods requires data on the time and money invested Per method, and

how frequently a method were used. Nor do we have sufficient information

to discern systematic patterns of usage among methods, if any exist.

Finally, the employment and wage implications of iearch are governed in

part by the nature of a recent job separation and in part by prevailing

labor market conditions, neither of which are available in the data.

D. IMPLICATIONS

This research project has produced a number of interesting insights

into the aterminants and implications of youth migration.of job search.

When juxtaposed against the general set of policy issues discussed in

section 13, these empirical results suggest several implications that are

relevant to youth employment policy in.general, and to education policy in

particular.

Upward socioeconomic mobility of youth is a crucial issue con-

fronting policymakers. A key obstacle to this proCess is that many young

persons are without jobs, a situation that is especially disturbing at

least in the short run because the likelihood_of near-future employment is

strongly correlated with an individual's current labor force status. Our

analysis has found that migration significently raises the probability of

employment among the jc,bless, particularly those who were in school before

moving. Hence, as a general conclusion, we find,that migratioh is an

effecive mechanisth Jr enhancing the_school-to-work tranaition.

--
A.second facet of upward mobility is the extent to which young

workers are Able to increase their -earnings over time. Since'youth are

typically among the lowest-paid workers in the labor force, the issue of

-.2 4 -
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wage growth is especially relevant. Our analysis has found that among

employed workers, migration leads to higher gains in wage rates over the

short-run than in its'absence. Hence, geographic mobility can be viewed as

a productive undertaking for promoting upward economic mobility once a

young person has successfully entered the labor force as an employed

worker.

The research has also found that the positive effects of migration

ire not limited to particular race/sex groups. Rather, the returns to

migration appear to be similar regardless of theL demographic character-

istics. A most revealing result is that the wage returns to migration are

more favorable for persons from lower socioeconomic backgrounds than for

those from higher SES families. This implies that migration may prove to

be a viable strategy.for moving up the economic ladder for relatively dis-

advantaged youth.

The empirical results indicate that job instability, when not ac-

companied by a long-distance move, has a detrimental effeCt on wage

growth. Furthermore, job changers do not reap the benefit from earning a

postsecondary degree that job stayers experience. Nor does the wage growth

of job changers appear to be positively affected by aptitude as it is for

job stayers. Taken together, this evidence suggests that a worker's stock

of human capital, ana increments to it, have a significant impact on wage

.growth. The analysis suggests that the return to the acquisitions of new

akills is influenced by the amount of time that young workers spend with a

single employer. Employees who switch jobs necessarily have a discon-

tinuous wr)rk experience and it appears asiihough this instability under-

mines the cumulative effect that (new) skills have on wage growth.



This negative phenomenon, however, seems to be confined to a short-

run drop in earnings, thereafter followed by a resumption of.wage growth

that is comparable to other similar workers, provided that yet another job

change is not forthcoming. In this scenarlo, then, unstable workers are

less able to exploit their productive talents and fall further behind their

cohort in terms of earning power, the more unstable is their pattern of

emploiment.

The fact that migration appears to be a productive undertaking

leads to the question of what factors are signficant desterminants of its

occurrence 'that are also susceptible to federal policy. An important

finding is that young persons are sensitive to prevailing local economic

conditions, as measured by the employment-population fatio for the

three-digit zip code area in which an individual resides. This behavioral

response to labor market signals has important individual and social reper-

,
cussions. At an individual level, a local market with relatively poor job

.opportunities is more likely to.stifle the upward mobility of youth both in

terms of employment potential and wage growth. From the society's per-

spective, an efficient economy requires a flexible labor force that recog-
.

nizes and repsonds to market opportunties. That recent high school

graduates, on average, are influenced by market forceS,suggests that migra-

tion serves as an efficient allocation mechanism that has as its micro

counterpart, a labor force that is more likely to be employed and better

paid. A

In addition to responding to market conditions, young persons also

base their migation decisions on their personal economic status. That is,

those Who are ither jobless, have relatively little employment experience,

or earn low wages are more likely to stove than individUals in a stronger

rt 4
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economic position. This relationship makes sense and complements the re-

sponse to market-wide signals in that it is rational for young people to

consider several related economic factors in planning a move.

Another finding that confirms our a priori expectations is that the

likelihood of migration is influenced by the amount and quality of infor-

Mation available to a potential mover. The ,ampirical estimation found

several significant factors which are related to one another in that they

represent different aspects of information, and collectively, they under-

score its relevance to migration. The set of high school variables

eMbodies the various sources of information flowing to students frpm

. teachers, counselors, past graduates, and special educational programs. An

individual's aptitude affects the ability to gather information. And, a

person's recent migration experience raises fhe likelihood of a subsequent

move as it provides greater exposure to alternative lçcations and reduces

the psychic costs of a forthcoming move. In sum, the results imply that

the access to and the acquisition of relevant job/location informatiori are

important conditions underlying
the occurrence of a move. The analysis,

however, has not been able to estimate the extent to which the outcomes of

migration are circumscribed by the amount or quality of information at the

migrant's disposal.

Finally, the results indicate that migration is no more likely to

occur for males than it is for females, or for whites than it is for non-

whites. Socioeconomic background; however, does have a\positivc effect on

migration, as persons from more advantaged families are mo e likely to

move, and vice versa'. This is in contrast to the wage returns to migration

which were estimated to be greater for migrants from lower SES backgrounds.
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Several policy implications are suggested by the above

conclusions. It should be clear, however, that the available data limit

the degree of specificity with which we can derive policy

reccmmendations'.-, For example, the provision of job information and coun-
.

seling services to young persons appears to be warranted by our study.

Yet, there is nothing in the-otata with which to specify exactly how such

services should te provided - how iotten, under what circumstances, what

details to provide, and so forth. With thik-caveai in mind, some of the

most notable implications for policy stemming from this kesearch are:

s Outmigration from relatively depressed localities
occurs in. a systematic pattern that reinforces the
notion that young people act, on average, in a

rational ecOnamic fashion by recognizing and re-
sponding to labor market signals. This observation
is buttresseil by the sensitivity of potential mi-
grants to their own economic success in the labor
market in deciding whether or not to relocate. A
general implication to draw from this conclusion is
that the public sector does not have to overcame
inconsistent migration behavior if it chooses to
enhance le mobility of the young labor force. The
basic impulre is operative.

,.

The collective evidence regarding the role of labor
mark\ t information in the migration process is
clear. Access and acquisition of relevant infor-
mation appears to depend on a nudber of sources
including\the high school, an individual's abil.-ity
to gather \and digest data, and an indivldual's
personal labOr market experience.

The analysis is not able_to determine whether or not
the observed propentity to migrate is optimal from
societyls-piii-pective. However, it does appear that
if-ihe public sector were to enhance the role of
migration in improving-the:Jeconomic status of young
workers, the most promising approach would be to
focus on the provision of more and better job infor7

i mation and job counseling eervices. This pUblic
strategy would act to reinforce -the existing ten-
.dency that hal, been observed by assisting inavi-
duals in making more informed decisions.

fj j
tl L.)
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With'regard to geographic Mobility, public infor-

mation assistance should indicate the state of the

local economy vis-a-vis emproyment oportunities in

neighboring and more distant areas. _In additiOn,

information with respect to long term decline or

growth should be conveyed, along with more detailed

information on different occupational and industrial

categories because job vacancies are not 'always

evenly distributed. To the extent that this infor-

mation were conveyed to potential migrants, we would

expect a more optimal pattern* migration as the

access to better information would tend to reinforce

existing labor market signals which may be somewhat

,hazy to Xess informed persons.

With regard to job mobility within a local area, or

after, relocation has occurred, public information

assiaance should focus more specifically an the

rocation, requirements, And remuneration of parti-

cular jobs. The analysis has found that (1) job

switchers tend to experience relative wage losses,

and (2) the most widely used .and most successful

search methods are informal ones providing more

indepth information on fewer jobs. This suggests

that job changers may often switch employers without

adequate information on thei!r prospects for sub-

sequent employment and/or that they experience

difficulties in finding suitable matches. Hence,

there is a need to provide information not only on

available jobs but to provide more concrete data an

speCific employers. In addition, there appears to

be avroblem of access to such information, to the

extenthat it is already-available.

\\
The provision of general and specific job infor-

mation couldlso be combined with job counseling

services to iSsist job seekers in interpreting

available information and in guiding their sea1ch

efforts.

Job information/counseling may be usefully provided

to high school seniors as well as to persons already

in the labor force. The school couhselor could help

students evaluate their-local employment prospects

versus that in other localities. More detailed

counseling would match the student's record and

interests with available job. requirements. /f the

primary responsibility for the provision of job

information were to rest with the public employment

service, than it may be advisable to set up job

counseling Aessions for students as thiy are about

to nter the labor force.

-29-



Academic and extracurricular achievement are
commonly viewed as a central output of the education
system. Our analysis also indicates that these
outputs, in turn, serve as inpilts into determining

tle,labRr market 'success of *students as they enter
theeeconbmic mainstream. Promotion of.better ace-
ddmic training and provision of greater educational

equality should foster more rapid nobility up the
socioeconomic ladder, as well as lead to greater

. 1

economic equaliq. 'The empirical results suggest
that the impact of the education experience on
future successes will occur directly by increasing
the incidence of employment and enhancing wage

. growth, and indirectly by creating a more knowledge-
able and flexible labSr force-,in terms of its will-
ingness and ability to migrate tb locations offering
better opportunities with which to apply their
productive talents.
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CHA\PVER II

BACKGROUND ISSUES RELATED TOYOU'iN EMPLOYMENT

AND RELEVANT EDUCATIONAL POLICIES

There'are a number of policy issues ofyaeanal concern where the

relationship betweeki the education system and youth job.search/migration

behavior are both pticularly relevant and potentiallY sensiCive'to public

intervention. Severll issues telating to unemploy;nent, equal economic

opportunity, greater socaeconomic mobility; and entrapment in ruril/urban

poverty poCkets are identified .

and least educated. Educational

today's youth, especially the youngest

sues can be distilled down tb two basic

concerns: equality of educatiori inputs, and effectiveness and/or ecG1ity

of education outputs respect to student aafievement and pos chool

successes. Clearly the issues 4F.elated to youth employment and youth

cation cannot and should not be separated. While this studY cannot hope to

%t--
address..

f
.411 of the z owing issues, some of the most salient and urgent

policy implicationelire:

Employment lated

To what extent is upward socioeconomic mobility of

minorities .fostered by job mobility an e

migration? To what extent does greater educatio 1

opportunity influence market outcomes by liciti

greater mobility? It is quite possible that equal-

izing meducation quality induces migration, particu-

larly for minorities, in order to take advantage of

acquired skills in arpits offering 4rreater economic

opportunity.

Is outmigration oi centrk city youth a vlable avenue

of escape frolll'unemployment and poor quality jobs?

Joblessness amonghe young is alchronic probleml yet

spolicymakers remain uncertaip of the feasibilitrand

the value of "importina" jobs versus the polar\case of

"exporting" the unemployed. A key isiue is the tent
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to which youth are aware of more propitious alterna-
tives, erid if SQ, the degree to which they are respon-
sive to differential opportunity_ signals in .the
marketplace. This is particularly germane to redent
high school graduates residing in depressed; central
Cities.

To what extent fs the difference between male-female
,market outcomes a function of job search andmigration
decisions? 'Educational equality may be converted into
ocChpationar equality by the search/migra'tion of
female's, in order to'exploit employment opportunities
generatey growth in labor demand in' alternative
areas. If thig phenomenon is taking place, an under-
standing of ihe, role of the eilucation system in

encouraging and faidilitating this behavior ig relevant
to furtheribg equal opportunity goals.

Is the outcome of-,y6uth migration from rural to urban

areas Influenced by the qualitY'Ind type of secondary
eduCation? While relocation tends ili--benefit better-
educated persons, a potential problem -.1-g":--tLle rural-

urban transfer of people without RreparatiOn...for

nonfarm jobs or urban lifestyles. Ha.s this historke-al,_

process been reversed in the 1970's? If so, fs there
regional variation in the changes of origin to desti-
nation relations?

How important is search/migration in enhancing the

flexibility* of young labor force participants in

response to changing demands for manpower resources
(by occupation, industry, and location)?

Education-Related

How is equal education opportunity, measured by system
inputs, translated into labor market success via

individual efforts to find suitable employment? Is

the degree of racial desegregation related to succees-
ful search/migration activity and does it vary, :by

minority statust

Are supplemental compensatory education programs

related to the subsequent occurrence and/or success of
search/m1gration efforts of disadvantaged high school
students?

ob. Is the level of ducation achievement significant by
itself in 'prompting more effective search activity
leading to better-jobt?

a
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What types of school inputs (teacher, education and

experience, physical resources, curriculum, school and

class size, expenditures, instruction methods) are

relevant to post-high school market success? Are'the

(lack of,) effects modera4ed by the occurrence oi

search/migration activity?

What is the role of peer group and, fyily.....34cioeco-

nomic background characteristics i thte seirch/migra-

tion process? Do individual- ai1 cohoFt variables

influence the impacts of educatipn system paraneters

on the future labor market activi.Ay of (youth?

What are the impacts of employment oriented features

of the education system (vocation4 education,

counseling, work-study programs) during and after high

school?

The essential link between these two sets of issues is that (1)

equal education inputs and achievement, while goals in themselves, are

viewed as critical determinant5 of (2) :5pal socioeconomic opportunity.

The importance of job search and job/geographic mobility is that these

activities represent the mechanism by which workers and jobs are matched.

While other factors are important in determining tHIPlabor market outcomes

of young workers (e.g., skills, economic conditions), search and migration

are potentially crucial activities in the transformation of educat on

opportunity into economic opportunity.
%. 0 "

Insight into the role of educatio n./!the job-location mobility

process has become more essential over time. Young wbrkers not obtaining

an academic degree (especially high school dropouts for Whom the NCES sur-

vey was not designed VD sample), experience unusually severe difficulties

in obtaining employment. Compounding this condition is the reported de-
, /

cline in the economic value of higher educatiOn, the consequent aecline in

.044
(

college enrollment, and 'increased entry of colTege-educated Rersons;into

1

A
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occupations typically filled by high-school educated persons (e.g., cleri-

cal, sales). 713e fcirmer problems suggests that, for une reason or another,

many youth entering the labor market after high school ar: not sufficie tly

equipped with the right levels or combinations of work skills, job i for-
t-

mation, career expectations, motivation, and so forth. The lik.te pheno-

menon suggests that there will be a growing number of endividuals who de-

cide not to pursue-higher education but instead, opt only for a secondary

education before entering the'7work force. In addition, there will .be con-

tinued growth in supplementing the formal high school edw,:ation with

courses/training that are vocationally directed. Hence, there is*a current

and growing aeed for educators to evaluate the role of the secondary school

sy q tem with respect to preparing students forthe world-of work. W4h

gi'./eater insight, ,the education community will be in a better position to

continue broadening its focus of concern to devising more-effective methods
o

for career preparation that minimize the economic hardships encountered by
,

sd,maby oftoday's youth. The.following two
e

/t.heminagr.Lude
and nature of the youth unemployment problem, and (2) the

sections brieflytcribe (1)

steps .undertaken

*,:41plemi,rincluding

by ,the edTation system to alleviate some of these pro-

4
a brierliftmmarlrof recent efforts to evaluate the output

4
;

educstion inputs.11 ,.

.OVERVIEW 40F ,

1'

. ,

H MIGRATiON:yROBLEM5,-
. ,

The Unemployment rates among young workers, primarily ages 16 to 19

aad to a lesser
1

extent those in their eetly 20's, have not only remained
,-,

disproportionately high se..14tive to prime-age adults, but have increased

over time." This chronic problem is evident 'from table 1 which distin-
,

guishes among variou8.age.4ex-race groups-.. Aside from the high overall
S.

. .

4.3 ta
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unemployment rates for youth, several important differences emerge from the

statistics. First, within each age-raCial group, there has been a secular

convergence in Imele and female unemployment rates, priMarily because of the

greater deterioration in male employment. Second, the large disparity

between white and nonwhites has not changed appreciably over time, with the

latter experiencing almost twice the percentage of unemployment of the

former. Third, the degree of unemployment drops sUbstantially with age for

all sex-race groups. The last observation raises the central questions of

what are the long run repercussions of youth joblessness and how do future

labor market outcomes depend on the amount and type of employment

experienced during their years in the labor force? This, unfortunately,

remains an open question pending future empirical research.

The severity of youth unemployment, however, is Understated by

table 1. The labor force participation rates in table 2 show a steady

decline in participation for
nonWh'ite males (principally black) in all age

groups, and a smaller drop for nonwhite females aged 18-19. In contrast,

the participation rates for white males and females hove been increasing

over time, as have the rates for certain nonwhite female groups. This

suggests a further source of racial differences in that some groups are

appearing more reluctant to seek employment, possibly in response to the

poor job opportunities that are perceived (i.e., the discouraged worker

eymdrome).

/f youth are enrolled in school part-time and are looking for work,/

then measured unemployment may overstate the problem. However, as table/3

documents, the percentage enrolled in school varies little by race but/the.

rates of unemployment continue to be dramatically different by race and



TABLE 1

UHFAPLOYMENT RATES,1 SY RACE, SEX, AND ACE, 1967-76

.

lten

1 Total

16 years 16 and 17 18 and 19 20 to 24

,

25 to 34

iand
over years years years years

WHITE

Malecu

19t7 2.7 12.7 9.0 4.2 1.9

1968
2.6 12.3 8.2 4.f 1.7

19t-
2.5 12.5 7.9 4.6 1.7

197e 4.0 15.7 12.0 7,6 3.1

19'1
4.9 17.1 13.5 9.4 4 0

4.5 16.4 12.4 8.5 3.4

1973
3.7 15.1 10.0 6.5 3.0

197
4.3 16.2 11.5 7.8 3.5

197:
7.2 19.7 17.2 13.2 6.3

1976
6.4 19.7 15.5 10.9 5.6

Femalec

1967
4.6 12.9 10.6 6.0 4.7

1968
4.3 13.9 11.0 5.9 3.9

1969
4.2 1'3.8 10.0 5.5 4.2

197C
5.4 15.3 11.9 6.9 5.3

1971
6.3 16.7 14.1 8.5 6.3

19-2
5.9 17.0 12.3 8.2 5.5

1973
5.3 15.7 10.9 7.0 5.1

1974
6.1 16.4 13.0 8.2 5.7

1975
8.6 19.2 16.1 1).2 8.5

1976
7.9 18.2 15.1 10 - 7.6

BLACK AND OTHEF

Males

1967
6.0 28.9 20.1 8.0 4.4

1968
5.6 26.6 19.0 8.3 3.8

1969
5.3 24.7 19.0 8.4 3.4

1970
7.3 27.8 23.1 12.6 6.1

1971
9.1 33.4 26.0 16.2 7.4

1 972
8.9 35.1 26.2 14.7 6.8

1973
7.6 34.4 22.1 12.6 5.8

1974
-9.1 39.0 26.6 15.4 7.2

1975
13.7 39.4 32.9 22.9 ,11.9

1976
12.7 37.7 34.0 20.7 11.0

Females

1967
9.1 32.0 28.3 13.8 8.7

1968 8.3 33.7 26.2 12.3 8.4

1969
7.8, 31.2 25.7 12.0 6.6

1970 9.3 36.9 32.9 15.0 7.9

1971
10.8 38.5 33.7 17.3 10.7

1972 11.3 38.3 38.7 17.4 10.2

1973 10.5 36.5 33.3 17.6 9.7

1474
10.7 36.2 33.7 18.0 8.6

1975
14.0 38.9 38.3 22.5 12.9

1976
13.6 46.0 35.0 21.7 13.0

SOURCE: Handbook of Labor Statistica 1977, DOL/BLS, bulletin 1966, Table 56.

1 Calculated by dividing the
number'of unemployed looking for work 14

the total number of labor force participants (employed and unemployed).

1 4
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TABLE, 2

CIVILIAN LABOI. FORCE PARTICIPATION
it
ATEe

)
FOR PERSo%'

16 YEARS AND OVER,
81 SEX, RACE, AND ACE, 1967-76

Total
_

_

Ite7
16 years 16 and 17 18 and 19 20 to 24 25 to 34

and over years years years years

WHITL

Males

1967
80.7 47,9 66.1 84.0 97.5

1968
80.4 47,7 65.7 82.4 9%2

1969
80.2 46.8 66.3 82.6 9%0

1970
80.0 48.9 67.4 83.3

1971
79.6 49.2 67.8 83.2 .3

19:2
79.6 50.2 71.1 84.3

1973
79.5 52.7 72.3 85.8 96.:3

1974
79.4 53.3 7j.6 86.5 96.3

1975
78.7 51.8 72.8 85.5 95.8

1976
76,4 51.6 73.5 86:2 95.9

Females

196'
40.1 32.31 52.7 53.1 39.7

1968
40.7 33.6 53.3 54.0 40.6

1969
41.8 35.2 54.6 56.4 41.7

1970
42.6 36.6 55.0 57.7 43.2

19:1
42.6 36.4 55.0 57.9 43.6

19:2
43.2 39.3 57.4 59.4 45.6

193
44.1 41.7 58.9 61.6 48.5

1974
45.2 43.3 60 4 63.6 51.1

19'5
45.9 42.7 60.4 65.4 53.5

1976
46.9 43.8' 61.8 66.2 55.8

BLACK AND OTHER

Males

1967
78.5 41.2 62.7 87.2 95.5

1968
77.6 37.9 63.3 85.0 95.0

1969
76.9 37.7 63.2 84.4 94.4

1970
76.5 34.8 61.8 85.5 93.7

1971
74.9 32.4 58.9 81.5 82.9

1972
73.7 34.1 60.1 81.5 92.7

1973
73.8 34.4 61.4 81.8 91.7

1974
73.3 34.6 62.4 82.1 92.3

1975
71.5 30.1 57.5 78.4 91.4

1976
70.7 30.2 55.6 78.4 90.6

Females
.

1967
049.5 22.8 48.7 54.9 57.5

1968
49.3 23.3 46.9 58.4 56.6

1969 ----------- 49.8 24.4 45.Z 58.6 57.8

1970
49.5 24.3 44.7 57.7 57.6

1971
49.2 21.9 41.4 56.0 59.2

1972
48.7 22.4 43.9 56.7 60.1

1973
49.1 24.3 45.1 57.5 61.0

1974
49.1 24.2 44.6 58.2 60.8

1975
49.2 26.5 45.1 56.2 61.4

1976
50.2 23.9 43.3 57.9 65.3

SOURCE:
Handbook of Labor Statistics 1977,

DOL/BLS, Bulletin 1966, Tahle.4.

1Calculated lor the noninatitutional population.



TABLE 3

LABOR MARKET STATUS'OF TEENAGERS BY RACE
AND SCHOOL ENROLLMENT STATUS, OCTOBER 1975

Age

16-17

18-19

Race
4.1n

School
In school

UN PR

White 89.3 17.4 43.9

Black 87.2 27.7 18.8

White 46.3 13.4 53.7

Black 49.6 19.8 31.4

Out of School
EP UN PR EP

36.3 30.4 60.2 41.9

15.5 68.9 55.6 17.3

46.5 16.3 79.9 66.9)

25.2 37.3 66.6 41.8

SOURCE: BLS Special Labor Force Report No. 191.

age, as are the rates of labor force participation (PR) and the employment-

/
population ratios/EP).

The geographic distribution of teenage (ages 16 to 19) unemployment

offers further insights. As noted in a draft *report by the Council of

Economic AlOisors (CEA, 1977), 61 percent of measured black teenage unem-\

ployment early 1977 was concentrated in cenral cities, in contrast to,

only 23 i3ercent of white unemployment. Desp te the differences in den-

sities 6f black eind white unemployment, black teenagers fare almost as

badly with respect to whites in all types of 3.(cations (see table 4). This

implies that a random reshuffling of jobless black youth away from cities

would not necessarily improve their employment prospects. As noted by the

CEA report, location factors are estimated to account for only 5.4 percent

of the gap between black and white unemployment rates. Clearly, en effort

to increase youth employment must nhance the job search effort within each

locality as well as improveothe selectivity of job-related migration promp-

ted by employment opportunities in alternative destinations.
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_TABLE 4

POPULATION, UNEMPLOYMENT, AND EMPLOYMENT RATES OF

TEENAGERS BY RACE AND LOCATION, 1977

Unemployment Employment

Geographic population (000's) Rate Population Ratio

Residence White Black White Black White Black

Central City
Poverty 346 675 21.7 49.6 .355 .156

Non-Poverty-.2,e756 693 17.3 46.4 .489 .210

Suburbs
Poverty 230 126,. 18.0 51.0 .436 .191

Non-Poverty 5,842 394 15.0 32.71 .534 .266

-,

Non-Metropolitan
'Poverty 1,442 426 16.6 27.9 .460 .255,

/ NO:i=Poverty 3,367 197 16.3 30.7 .517 .309

Toal >13,983 2,493 16.1 40.5 .508 .219

SOURCE: Council of Economic Advisors, 1977.
a

One'of the distinguishing features about youth uneMployment versus

that for older workers, is that unemployment among the former is much more
Jot,

likely to be associated with entry and re-rentry into the labor force. As

shown in table 5, this situation is especially pronounced for black

teenagers, and there is not much difference by sex within racial groups.

These statistics suggest that young workers encounter a number of diffi-

culties in finding jobs rather than in keeping jobs. The reason behind the

relaiive lack of employment success, however,'is unclear (i.e., poor choice

of seirch methods, little effort spent looking for`jobs, unwillingness to

move to more propitious geographic areas, unrealistic job demands, poor

local labor market cohditions).



TABLE 5

UNEMPLOYMENT RATES BY REASON, 1976

Reason for

Unemployment
Males (16-19)

White Black

Females (16-19)

White Black

Males
(20+)

Females

(20+)

Total 17.3 35.5 16.4 38.9 5.9 7.4

Lost Last Job 5.0 7.7 2.8 5.9 4.1 3.2

Left Last Job 1.6 1.6 1.6 2.8 .6 1.2

Reentrants 4.7 11.2 4.7 12.9 1.0 2.6
.# .

New Entrants 6.0 14.5 7.2 17.3 .2 .4

SOURCE: Employment and. Training Report of the President, 1977,

table A-25 and unpublished BLS data (presented in Coucil
of Economic Advisors, 1977).

In sum, solutions to youth unemployment must recognize that young

workers often face a number of socioeconomic problems. -There are signifi-
..

cant barriers to equal employment opportunities and labor-mobility that are

mostt-severe for blacks and most common for central city residents. While

there are a numb-e-r--o tential causes, job-location search and mobility

&re potentially important links in he_transition of high school graduates

into employment. To the extent.that this form of individual behavior is

important, then it makes good sense to scrutinize educational inputs so as

to enhance the process through better high school preparation and/or

'provision of post-secondary counseling and training that are explicitly

job-oriented.

0 -



B. OVERVTEw OF YOUPH EMPLOYMENT AND EDUCATION POLICY ISSUES1

Educators have traditionally been concerned with the quality of

schooling received by ,students. Wbile the concept of quality is multi-

faceted and difficult to measure, this overall goal has been viewed from

two perspectives,: . (1) provision of equal access to education opportu-

nities, and (2) provision bif. effective system inputs so as to maximize

variouS school outputs within resource constraints. The first objective

stems frbm the firm belief that society is obligated to provide eduction

equally to 'all who seek it. The second has been associated primarily with

intellectual achibvement.

More recently educators have begun to place increasing emphasis on

the role of education in enhancing labor market success, although the two
o

outputs are certlinl,y linked. The concern with post-school socioeconomic

outcomes" hcis become fused with the goals of equal access to education,

because of the latter's importance as a requisite to equal (access to)

economic opportunity. ?Ids, in turn, has led to compensatory education

programs as well as to equal access in order to enhance the future

prospects of currently disadvantaged grdups. Consistent with this merging

is the redefining of the equal access objective by some educators to one of

equality of educational achievement for all students.

Efforts to provide equal access to education opportunities have
0

priMarily revolved arbund (1) racial desegregation of primary and secondry

schbols, and (2) providing dditional funds to,schoOls in low-income dis-

tricts to meet the special ducation needs of disadvantaged students. Many

have argued that segregation per se contributes to lover academic achieve-

ment of black students, aside from differences in school resources (see

-4 1-
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Weinberg, 1977, for research on learning effects ofdesegregation).
',..

"-------:1

\
\

\.....,

e
_

:

1972, Congress enacted the Emergency School Aid Act lEgAAY---to provide fi-

nancial assistance-t6 school districts attempting to end segregation. For

FY 1977, $240 million was to be appropriated across states, primarily

according to the number of school-aged children.2 Crain (1973) evaluates

the federal Emergency School Assistance Program (ESAP), the predecessor to

ESAA, and finds that achievement scores of black males in ESAP high schools

- were half a grade level higher than similar black, males in non-ESAP

schools. Most'researchers believe that mixing disadvantaged students with

those from more advantageous backgrounds leads to greater motivation,

better work habits, and possibly transmission of skills through interaction

for the disadvantaged. Any negative effects of desegregation on white

students appear to be negligible if measureable at all. There has been,

however, no evaluation of post-school effects of racial desegrggation.

A number of equal education opportunity proponents have urged de-

segregation nOt because of its independent impact on black achievement, but

because it offers much greater assurance of access to better education

t
resources than is available to predominantly black schools, either because

of underfinancing in low-income areas, or unequal resource allocations made

.

at the district level.

Aside from problems engendered by segregation, low-income communi-

.ties, in general, have suffered from unequal education resources vis-a-vis

pore affluent localities. Title I of the Elementary and Secondary Educe-

tion Act JESEA) was designed to funnel money to schools serving high per-

centages of children from low-income families. Title I funds have been

intended as a supplement to school district resources devoted to ESEA

1././
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schools, not as a replacement for local expenditures. In fact, the Title I

program represents an attempt to provide unequal resources, targeted in

..

favor of disadvantaged students. In this sense, there has been a deli-

berate policy"shift toward greater eq4ality of student achievement (output)

and away from equality of inputs.

Title I of ESEA is also intended to provide federal assistance td

schools in overcoming many of the learning handicaps of disadvantaged stu

dents that ordinarily would ha/e posed severe problems for standard curri-

cula. Compensatory education is not targeted by race, but is intended for

students' fcr whom the regular school progIams are not effective.' 'It is

estimated that over $2 billion is spent annually by the Federal Government

for compensatory education (aRd an additional $.5 billion by the states).

In addition,' ESEA provides funds lor programs to meet the education needs

of minority children.

The Vocational Education Act represents an attempt both to help

disadvantaged students (through set-aside requirements) and to prepare

students in general for specific types of employment, thereby enhancing the

school-to-work transition and avoiding the social costs incurred through'

post-school employment. In 1975. $536 million was spent by the Federal

government to support vocational education.
3

The effectiveness of these federal programs on secondary school

students, as well as the impact of other system inputs, is mixed.r\Re con-

sensus seems to be that......,setier--:ts
participating in compensatory programs

achieve greater academic achievement than noncompensatory students.4 How-

ever, at least part of these'relative gains are lost.during the summer and

When compensatory students re-enter regular school programs there are few

-43-



discernible differences. This, seems to underscore the importance of

family/peer/community reinforcement of skills and attitudes :picked up in

school. Students enrolled in ESAA funded schools have not been. :found to

outperform those in non-ESAA shools.5 Evaluation of vocatiopal education

is also mixed. Little has been done to contrast the unemployment-and wage

rates of vocational versus nonvocational students. Grasso (1975) finds few

differences in job market success between vocational and general students,

and even these melt away within five yeers.

Innumerable studies have dealt withtthe impact of different school

inputs on various measured school outputs. The COleman. Report in 1966 has

stimulated considerable discussion over the effectivenesS of school re
1,1

sources, primarily in terms of academic achievement. The latter is'gener-

ally thought to be a function of a student's innate abilities and socio-

economic status, teacher quality, non-teacher school resources,

and peer group characteristics. The relationship has been viewed both as
0

a production function and as an input-output relationship. The gist of the

Coleman Report findings is that there is little evidence to support the

positive role of school and teacher resources on student achievement.

Instead, noneducational factors such as parental income and education, peer

associations, and the socioeconomic status of the community have been found

to be the most important and significant predictors of student achievement.

A number of criticisms have been voiced about the data, measures,

and methodology used by Coleman and others. Ffist, school inputs were

measured by ichool-wide averages rather ihan more appropriate

student-specific data. Second, achievement has been measured as a level of

output, when a.more insightful measure would be the cllange in achievement.

6r-



Summers and Wolf (1977) focus on the changes in achievement between

grades three and five. While the sampleObviously does noI coincide with

ours, the findings are suggestive of the importance of variable measurement

and methodology. They found that the use of end-ofrperiod achievement

level as an Output measure, without controlling for beginning-of-period

level (as done in most studies such as Coleman), obscured 'the estimated

role ofikinputs in affecting learning growth. The use of school and dis-

trict averages, rather than student-specific proxies for school inputs into

student achievement, introduced so much statistical noise that estimates of

the input effects were insignificant. The ,use,ar.of school-wide averages

often produced opposite (thereby offsetting) effects of school inputs

according to the socioeconomic status of the student. Their study found

that low-income studentS were especially-responsive to controllable inputs

such as teacher credentials, size of school and classroom, mix of fast and

slow learners, and the racial composition of the student body.

There is relatively.little known about the effectiveness of school

inputs on post-school performance, usually measured by employment status

and earnings. This lack f knowledge is unfortunate because sthe post-

school time during whfch/individuals interact in society and the labor

market is long and the capabilities learned in school Are probably of great

importance/t is partially to remedy this situation that has motivated

ICES to fund a series of studies that use the National Longitudinal Study

of the High Schbol Class of 1972.
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FOOTNOTES

1. This section has benefited particularly from "Inequalities in the'
Education Experience of Black and White hmericans," U.S. Congres-
sional Budget Office, 1977.

2. Ibid., p. 15.

3. Ibid., p. 16.

4. Ibid., p. 20.

5. Ibid., p:s.-22.
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CHAPTER.III.

REVIEW OF THE LITERATURE

-This chapter provides.a background with which to interpret the

Analysis results discussed later in this report. It is divided into four

-parts that discuss the conceptual and empirical analysis of \geographi,p

mobility and job search activity, their implications for individual labor

market'outcomes, and topics requiring further research.

A. CONCEPTUAL AND E4PIRICAL ANALYSIS'OF GEOGRAPHIC MOBILITY

The migration literature is both massive and diverse as researchers

-V-arietY of disciplines have investigated
residential and geographic

mobility. To a large extent, the diversity of approaches to the study of

mobility stems from the methodological problems in defining mobility

itself, for it encompasss different clusters of people moving over differ-

ent units of time and space. In particular, the geographic area of arAly

cis has been variously defined as the county, SMSA, state, and region; b h

intra and inter area moves have been analyzed; the time period has ranged

from one to five-year intervals; and the subject of analysis has varied

from individuals and families, to gross and net flows into and out of

areas, to rates of movement standardized by the size of a particular sUb-

group or an area's total population. Further compounding the interpre-

tation of results are the diverse data sets which have included case

studies, crosssection and timeseries aggregate data, and more recently,

micro longitudinal data files.

Geographers have been primarily interested in the spatial aspect of

migration which has led to a distillation of mobility into geometrical



c-
elements such ds distance, direction of flows, srze, and intervening oppor--..___

tunities. Zipf (1946) pioneered the gravity concept that !elates the flow

'of migration to the multiplicative sizes of the relevant origin and desti-
.

nation populations and inversely with intervencng distance. The model,

L.

.
,..

however, has received conflicting suppoq as ,Shaw (1975) and VanValey

(1971), have found that population sizes have varying impacts, in contrast
\

- t? 0 sson (1965) who finds empirical confirmation with his Swedish data

set. The primary weakrIT of the gravity model is that fi.t. represents an

effort to find a heory to fit the data anti does not offer much substantive

explanation of mobiliby.
\

In contrast to geographers Who have premised their work on the

assumption of an homogeneous population, sociologists and demographers have

assumed a relatively fixed environment populated by heterogeneous indivi-

duals. A key motivating force behind this line of research, is that the

population does not exhibit a uniform propensity to move. On the contrary,

the push-pull forces inducing mobility seem tb exert such CAissimilar

effeCts across sUbgroups, that socio-demographers have attempted to identi-

fy the apparent self-selection process by which potentially mobile indivi-

duals differentiate themselves from ithe sedentary population.

\The perspective taken by the self-selection approach is that

individuals can be arrayed along & continuum ranging from a high to low

likelihood of mobility. Implicit is a threshold below which migration is

not perceived to be worthwhile. the threshold varies across individuals

I

and also over time for the same,pe son. Within this framework, an effort

has been made to empirically identiity what factors explain the variation in
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thresholds and thereby mobility. Three basic sources influencing the deci-

sion to move include the life cycle, labor market constraints, and prior

migration experience.

Age, marital status, family size and composition, and retirement

have been noted as relevant facets of the life cycle. Age appears to have

a gradual inhibiting effect While changes in marital and labor force status

seem to elicit mobility. Occupational status has been cited as a struc-

tural constraint where, for example, the self-employed face a stronger

retarding force because land, physical capital, and custoiners are not

easily transported. Past migration has been linked to either an inberent

and/or acquired predisposition to move. Because large fractions of the

population can be categorized by stayers, habitual movers, and occasional

movers, Markov and semi-Markov chain models have been applied to the pro-

cess of mobility. While this literature has produced a rich taxonomy of

household decision-making, most studies have not developed behavioral

models which Provide specific hypotheses that can be either accepted or

rejected by the data. (Bee Quigley and Weinberg, 1977; Hanushek and

Quigley, 1978, for further discussion.)

A fundamental stimulus to economic research on mobility is that the

presence of mobile resources is a necessary assumption underlying the move-

ment toward price and wage equalibria across spatially distributed

.markets. The efficient allocction of manpower resources and the role of

mobility as a mechanism for its attainment has received most of the atten-

tion. However, a systematic approach to modeling mobility behavior awaited

the evol4,11511\of the human capital literature. Following Schultz (1962)

and Becker (192), Sjaastad (1962) applied the concept of investment in
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human capital to the decision to move. In this context, a potential

migrant considers the net benefits to moving in relation to the costs in-

curred. Because the net gains may accrue over time, the individual is

presumed to discount the stream of benefits, net of costs and benefits

foregone by moving, to obtain the present value of undertaking a move. A

posrtive value prompts migration to the destination offering the greatest

return.

The human capital mdidel is founded on the principle of individual

utility maximization, although its application has been generally restric-

ted to income objectives. The usefulness of the model is not that indivi-

duals engage in complex benefit-cost calculations, but that they behavl as

though they do. On this premise, the.model provides a framework for int,

grating a number of behavior rules and then deriving a set a testable im-

plications acording to the calculus of constrained optimization.

Modifications have enriched the human capital model as nonpecuniary

benefits and costs have been incorporated into analyses. Some of the more

recent adaptations have meshed location search theory under conditions of

imperfect information with geographical mobility (Schwartz, 1976; Polachek

and Horvath, 1977). The unit of analysis has also been enlarged to incor-

porate features of the family life cycle (e.g., working spouse, school-aged

children) that inhibit movement because of implied psychic and financial

ce,atq of relocating (Sandell, 1977; Mincer, 1978). This broadening of

focus suggests a gradual convergence of the sociological and economic

approaches to mobility.

One of the most widely replicated findings in the empirical liter-

ature is that distance acts as a deterent to geographic mobility for all



groups. This inverse relationship nas been attributed to the role of dis-

tance as a proxy for transportation and psychic costs. A number of re-

searchers, however, have argued that transfer expenses are fairly small in

relation to the likely benefits to be gained from moving (Gallaway, 1967;

Nelson, 1959; Sjaastad, 1962; Wadycki, 1974). In one of the few studies

using a national survey of households, Lansing and Mueller (1976) use cost

data on 495 individual moves made between 1962 and 1963. They, surmised

that 45 percent of the movers incurred total direct Costs of less than $50

which casts doubt on the importance of transportation costs in retarding

mobility. As noted in a major literature survey by Greenwood (1975), one

of the important unresolved issues is the extent to Which pecuniary and

nonpecuniary factors are imbedded in the distance variable.

The level of education is found by Hamilton (1964) and Shryock and

Nam (1965) to be a significant factor underlying migration selectivity.

This supports the finding of Folger and Nam (1967) that the poorly educated

are as likely to be involved in short-distance moves as the more highly

educated, but the latter'are much more likely to undertake a long-,distance

move. Schwartz (1973, 1976) examines the role of information in constrain-

ing mobility by developing a loation search model which links search

ability to education. Better educated persons are presumably more pro-

ficient at acquiring information oh jobs, houses, and environmental charac-

.teristics. Schwartz finds that the negative effect of distance on inter-

state migration within age groups declines as the level of education rises.

A potential source of information on alternative destinations is

that collected from friends who have previously migrated. Greenwood (1969)

develops the notion of migrant stocks as a rough index of information flows



between reg!,ons. He finds that gross movement from state i to j is signi-
.

ficantly affected by the number of residents in state j who had previously

lived in the state i. Rogers (1968) finds that 1950-1960 inter-SMSA gross

flows were positively related to migrant stocks represented by movement

during the previous decade.

Virtually all empirical studies find a negative association between'

age and mobility. Younger persons are likely to be more adaptable to new

situations and have fewer social ties to severe than older persons. The

young also have longer work lives over which to realize the monetary bene-

fits of relocating. Gallaway (1969) argues that both job security and

family ties are more important constraints for older than younger persons.

The response of population flows to income differentials is a cru-

cial phenomenon in the allocation of manpower resources. Using mean or

median values of wage rates or earnings, researchers have found a positive

tie between income and interstate migration (e.g:, Greenwood, 1970,

1973). A common/finding, however, is that incomeexplains inward but not

outward movemen (Perloff, 1960; Lowry, 1966). A problem typical of

dealing with aggregate data is that in and out migration in a given area

are highly correlated. For example, Polachek and Horvath (1979) point out

that 272,000 persons moved to Connecticut, a high wage state, during the

1965-70 period. This suggests that individuals move to increase their

income. However, during the same time period, 250,000 persons left'

'Connecticut. The small difference between the two flows tends to confound

empirical analysis using aggregate data. The seemingly paradoxical flows,

of course, are not necessarilY contradictory to the appropriateness of

mobility models based on individual behaviOr. The overlap in wage rates



and job opportunities between regions is sufficiently great to account for

flows in both directions .while individuals are simultaneously improving

their economic positions. Nevertheless, this illustrates the tenuous tie

that often exists between aggregate relationships and individual decision-

making.

Gallaway (1959) uses the Social Security One-percent Continuous

,Work History Sample in 1960 to examine the impact of regional migration on

incomes. He notes that long distance mobility is often accompanied by

changes in industry so that an evaluation of mobility investments must be

carefully disentangled from other forms of human capital investments.

Gallaway finds that, on average, geographical mobility pays while industry

mobility does not. Fabricant (1970) and Curtis (1969) contrast short and

long distance moves and find that the former are much less responsive to

wage'differentials than are the latter.

Differences in unemployment rates are another sourde of economic

push-pull forces. The evidence, however, is inconclusive (Greenwood, 1968;

McInnis, 1969; Rogers, 1968; Miller, 1973). Greenwood (1975) considers

this insignificance as one of the most perplexing problems confronting

migration researchers. Par't of the problem is recognized as statistical in

that some analyses have used state end-of-period unemployment rates to

explain prior migration which creates simultaneous equation biases.

Lansing and Mueller (1967) note that unemployment tends to be highest among

the least mobile groups; the low skilled, poorly educated, teenaged, and

aged. Fields (1976) argues that the unemployment rate is a poor apProxi-

mation of the theoretical Concept of the probability of locating and re-

taining a job. He finds that area turnover rates are statistically
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superior in predicting gross SMSA mobility compared to area unemployment

rates.

Climate; measured by area temperature differentials, has been us-0

to capture the effect of p ical amenities. Greenwood (1969} finds that

relatively warmer climates elicit immigration, and Greenwood and Gormely

(1971) find the effect holds for whites but not nonwhites.

Cebula, Kohn, and Vedder (1973) examine black interstate migration

between 1965 and 1970 and find a positive correlation between state per

capita welfare benefits and immigration. Glantz (1973) suggests that po-

tential rather than per capita benefits should be used because higher in-

come persons are unlikely to qualify for public assistance. Glantz finds

that 1965-1970 migration rates are positively tied to state benefits paid

relative to the advantaged population. Overall, the empirical literature

has not provided much policy insight. Hence, while several determinants of

mobility have been isolated, they are not generally amenable to public

sector influence.

A number of researchers have noted that a large proportion of ob-

served mobility can be attributed to a relatively constant subset of the

total population. Analytically, the population has been dichotomized into

stayers and.movers using a Markov chain to formally describe movement with

a matrix of fixed transition probabilities. Accordingly, the population at

risk to migration is disaggregated as a function of previous migration

histories, where the likelihood of moving is dependent on how long a_person

has resided in a locality as of today and the path that-brOUght him

t,1
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there. This notion has been coined as the axiom of cumultive inertia in-

plying that duration in residence fosters increasing social and employment

ties, thereby raising the costs of long-distance mobility.

Empirical analyses of this phenomenon have necessarily relied on

longitudinal data. Morrison (1970) uses the Survey of Economic Opportunity

and the Social Security Continuous Work History Sample and finds that the

most significant predictor of migration was "last year's residence in a

different house." Only 4.2 percent of those who had not moved in the'last

eight years were found to move in the ninth year. Meyers et al. (1967).

Land (1969), and Rogers (1969) find addi.tional support using case study

data sets.

The availability of national longitudinal samples of individuals,

such as the Michigan Panel Study of Income Dynamics (PSID) and the National

Longitudinal Surveys (NLS), has made possible a more precise and in-depth

analysis of the individual and family characteristics that influence the

decision to migrate. Several recent studies have provided new insights

into the effects of faTily life cycle patterns on mobility. The 'decision

to migrate is presumed to be a family rather than an individual (e.g.,

husband) decision. This As particularly relevant in the case of working

1

husband and wife families where the choice of destinations is based on

potential earnings of both husband and wife. Mincer (1978) demonstrates

theoretically that a dual-worker household is less able, on average, to

find a location that maximizes its combined earnings than if the husband,

and wife moved independently to the location that maximized their respec-

tive incomes. Hence, the net returns to migration tend to be lower for
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households with a working wife than for those where only the husband is

employed, and vice versa.

Mincer (1978), using the NLS samples of younger and older men-, fInff

that a working spouse significantly reduces the probability of moving as

well as the distance traveled among mobile households. Mincer also finds

that marriage by itself has a significant effect on mobility, but it loses

statistical significance with the inclusion of the wife's work status, her

education, and earnings. Sandell (1977) uses the NLS sample of women (ages

35-49 in 1972) and also finds that white, husband-wife households are

significantly less inclines to undertaKe intercounty moves when the wife is

working, ceteris paribus. Sandell finds that this negative relationship

becomes more pronounced as the wife's job tenure increases.

The presence of school-aoe children has been found by Sandell

(1977) and Mincer (1978) to be a constrainings:orce. Long (1972) uses CPS
14

data and his tabulation reveal that married couples with children migrate

less freqeuntly than childless-couples for 11 age groups, and at ages 25 to

44, couples with school-age children are only half as likely to move than

are couples with only pre-school children. Polachek and Horvath (1977) use

the PSID data on intact husband-wife familifts And find that interstate

migration is significantly and negatively related not only to school-aged

children, but also to the presence of nearby relatives. The latter is one

of the few empirical accounts of the role of social networks in the migra-

tion process.

Kalunzy (197$) uses the PSID data and finds that family income has

a positive effect on intermetropolitan migration, and that age, duration in

residence and nonwhite status have negative effects. N.More recently, there
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have been efforts to refine the investigation of the pecuniary incentives
6

to migrate. Polachek and Horvath (1977) impute potential earnings gains to

their PSID sample and estimate a significant impact on household

migration. DaVanzo (1978) constructs the present values of moving to

alternate cen,us divisions and finds varying effects on interdivisional

mobility. In general, husbands in the PSID sample who are either un-

employed or,employed but looking foi work, are sensitive to earnings oppor-

tunities. Estimates of nonwage family income effec s on migration are

conflicting, most likely because the empirical measures ntain (individual

perceptions of) location-specific income, such as Unemployment Insuranr:e

benefits and rntal incomel

Both DaVanzo (1978) and Polachek and Horvath (1977) find that re-

cent migration invariably is correlattd- with the probability of future

migration. DaVanzo examines the previous migration experience more closely

and finds an important difference betwr-,n return movers and those who move

to yet another destination (onward sm. trs). Those households who have

recently migrated back to a former origin are no more likely,to move again

than are those who have not moved 'within the past five,years. Further,

households who have recently migrated are considerably more likely to move

again if the husband is unemployed or employed but looking for work. This

suggests that the rehent move was, to some extent, deemed unsuccessful.

The migration response to local unemployment conditions has proven

to be an elusive phenoQenon to estimate. Part of the problem is undoub- -

tedly due to poor extant data on local labor market conditions. DaVanzo

(1978) has :found an interesting relation with her PSID sample of intact

husband-wife families. That is, families with an employed head appear to



be
de'

insensitive to the level of the local unemployment rate in deciding
\ ;

Whether or not to migrate. In contrast the likelihood of fanlilies migra-

ting with an unemployed head-is estiMated to be significantly and posi-

tively related to the unemployment rate. This suggests that "push"

effect of poor local job opportunities is more relevant for workers without

jobs than for those already employed. Roist,cher (1974) attempts to iden-

tify family characteristics of movers using the PSID data. She finds that

homeowners exhibit less residential mobility than nonowners. 'Households!'

also appear to'adjust the size and location of their dwelling pLts in

response t changes in their financial and family Atatus. Goodman (1970'

constructs a per capita index of internal space needs and finds that rela-

tively cramped, quarters lead to a greater probability of changing resi-
t

dences.

''.

Sandell (1977) finds%that intercounty milration
..; ,s.

.........,

nificantly

and negatively related to the husband's gage and posititiely associated with

the husband's educational attainment. (Polachek and Horvath (1977) find

that the wife's level of education is negatively related to family migra-
,, A .

tion. The latter may be due to the correlAion between at4wife's education
I

!st,rid her job status (tfinure, occupational status, earnings).1 The positive
i

, ek

tie between Inigration and husband's educ tiop is expected becatise the geO- 4

/
graphic boundaries of the labor market are thought to be larger) for the

morehighly educated. in adAition, education is believed to impart skills
. 1

for gathering and assessing information which would enhance the probability

of finding more 'attractive locations/jobs. The negative relationship be-

tween migration and wife's education is explained best in terms of the

4 ) '

inhibiting eftect of:a working spouse. With the exception of years of

t.tt
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formal education, there has not been any analysis of the influence of an

individual's educational experience on geographic mobility.

B. C0NCEP7TUAL AND EMPIRICAL ANALYSES Of JOB SEARCH ACTIVITY

The key sti4.os to tipeevolutIon of search theory has been the

, concern gees- the efficient operation Of the labor
o
market. Because of the

persZce of unployed resources concurrent with high levels of aggre-
di em

gate demand and the dispersion of wage rates for similar workers in similar

locations, there is ample reason to question the market's ability to attain

.---/

an equi ibrium rate of remuneration that is uniform across comparable
.

workers. Focus on job search activity has sought to gain insight into this

p enomenon in ordr to enhance the prccess by which worker skills are

match0 effectively with employer job requirements.

)

Search models drop the as umptions of classical economics that (1)

1
workers and firms are homogeneous, (2) information is perfect and freely

available, and (3) mobility across jobs and geogiaphic locations occurs in

a frictionless world. Without these standard assumptions, there is consi-

derable justification for economic agents to search.

Based on several asstimptions of worker objectives, optima patterns

of search behav.ior have been formulated where three decisions are made:

(1) whether Phot to engage in search:. and if affirmative, (2) whe.t job

acceptance standards to setl` and (3) what methods to use and how

intensively to search. In search models, the subject of analysis is the

rik
individual worker, either employed or unemployed, who seeks to maximize the

expected lifetime value of labor income or utility (i.e., satisfaction).

All models make the explicit assumption tha'A worker Is congnizant of the



distribution of available job offers, given his skilla and market condi-

tions. Knowledge,of the location and the particulars 61 any one offer,

however, is not presumed. In order to learn of vacancy locations, terms,

and job requirements a worker must search.

Stigler (1962) developed a model of search in Which a worker deter-

mines the optimal number of job inquiries to make given the wage offer

distribution and costs of search. Offers are accumulated and at the con-

clusion, the best is accepted. The optimal decision rule in this context,

reduces to adjusting the number of inquiries until the increase in the

-

expected wage offer is just equal to the added cost of another inquiry. In

this static model, the economic problem facing a worker is simply how many

units of search to undertake. The most serious limitation of this model is

the absence of a Minimum acceptance criterion below which offers are re-

jected.

A second generation of models (e.g., McCall, 1970;,Mortensen, 1970;

and Gronau, 1971) has concentrated on the job offer standard, although in
a

adopting this focus, they have ignored the level of.search activity as a

decision variable. Instead, offers are presumed to arrive periodically and

a worker must pay a fixed price to learn of each offer'a contents, its

skill requirements and its remunation. A critical assumption of their

models is that offers must be either accepted or rejected as they arrive.

Hence, search becomes a sequential process whereby a worker decides whether

or not (1) to 'search, (2) to accept an offer, or (a) to reject an offer and

continue on the job hunt.

The general problem /acing an individualvonsidering a numiper OT

"searches" over time ih this context is to determine when to "piaend

Of
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accept an offer. Optimal stopping rules have been developed which yield an

acceptance or reservation wage rate (this could, of course, be broadenei to

encompass an index of lob qualities),,that sets a lomer bound for accepting

offers as they accrue. Intuitively, this makes good sense. A worker

should not accept an offer if he believes he can do be.tier by continuikg

the sea'rch.

More recently, models have been developed whtn consider the joint

determination of the reservation wage and the level of search activity as

explicit search decisions. (Barron and McCafferty, 1977; Black, 1980a;

:
Mortensen, 1977). The optimal decision rules derived from these more

general models provide a richer set of testable hypotheses regarding the

empirical determinants of search intensity, job acceptance standards, and

sUbsequent market outcomes. In assessing job offers, a worker is inter-

ested .in more than just the wage rate, although models generally use a

single dimensional objective. Other objectives that may' be considered

include job security, commuting,costs, advancement, fringe benefits, inter-

esting work, congenial colleagues, and on-the-job-training. Another

omission of eearch models is the channels by which workers seek

employment. Both formal (public and private employment services) and in-

\

formal, (direct employer contacts, newspaper ads, frieds) are used by job

seekers to find employment. Research is needed on which methods are used,

.which result in jobs, and how formal and informal search techniques maybe

substitutes or complements to one inother.

The empirical estimation of models of the determinants of, job

search have been rather limited wing national, individual data sets. The

probability of job searc among employed workers has been investigated, by
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Black (1980a) using the Mi gan Longitudinal Panel Study, and the inten-

sity of search among unemployed workers has been analyzed by Barron and

Melfow (1977) using matchedkurrent Population Survey records.

A central theoret cal predictor of search/is the 4xpected hourly

4

return to search relative/to an.employed worker2s current wage rate.

(1980a) finds that sear4h is indeed more likely, the greater is a worker's

potential market wage r te which buttresses the notion that individuals are

Black

responsive to pecuniar market s gnals.

.The expected ain resultihg from search is influenced by the chance

of finding an accep able job offer for a given unit of search effort.

Factors such as an individual's skill in gathering and assessing market

informa,n, conduc ing interviews, filling out applications, and taking

exams are relevant. The level of formal educational attainment has been

found to be positively related to search which implies that schooling,

apart from its direet effect in the production of skills, enhances a

worker's search skills. The impact of verbal ability has also been found

by Black to encourage search, suggesting that communication and interview

abilities enhance the \likelihood of finding and eliciting offers and,

hence, encourage search. \

\ .

Local labor market conditions theoretically influence both the

\

likelihood and the outcome\of search. Large city size msy imply a greater
\

\

.density of potential job vaarcies per job seeker and the data have consis-

1

tently supported ti his view. ,
A relatively tight labor market is preeicted

. V'
P

tO stimulate search because f the greater nu-t')er of potential vacancies.

1

While this effect has the expected impact on search, it has not been esti-
\

\

mated With much statistical rel ability.
I

i # ;
,
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T.Ie costs of search, in terms of foregoing employment in favor of

unemployment, can be reduced for workers rceiving III benefits and other

family income. Both sources of income have been ;found by Barron and Mellow

to significantly reduce the search effort of unemployed workers. Workers

who were laid off are less inclined to search than similar workers who suit

their last job, suggesting that anticipation.of recall dampens that incen-

tive to look for alternative employment.

Age is consistently found to be negatively related to search which

is reasonable given the early trail-and-error job experience of young

workers who are looking for better job opportunities and who have longer

work lives over which to enjoy the returns to search. Years of work

experience with a particular firm is also negatively related to search.

The longer a worker's tenure, the greater is the accumulation of-firm-

specific, on-the-joh tianing that would be lost by job switching.

Other sources of individual heterogeneity have been examined. For

example, the nuMber of school-age children decreases the likelihood of

search, probably because of the increasing risk aversion associated with

the number of dependents. A desire for more work hours than available on

the current job has been found to moti,vate search. Similarly, multiple job

holders are more likely tO be looking for other jobs as they attempt adjust

or consolidate their work hours and reduce fixed work-related expenses

through consolidating jobs.

C. IMPLICATIONS OF JOB MOBILITY A.ND GEOGRAPHIC MIGRATION

The importance of obtaining estimates of the pecuniary 'effects of

job mobility is underscored by the enormous number of annual job changes.

For example, there were 69 million persons employed in both January 1972
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and 1973, and av.:cording to Byrne (1975 , 14.3 percent or 9.9 mallion of

them changed employers during the One-year period. Mattila (.1974) reports

that during 1961, ellilost 3 million workers accounted ,for 4.3 million

quits. Mattila also notes that 50 to 60 percent of quitters were able to

switch jobs without intervening unemployment, which suggests both the effi-

ciency and the widespread occurence of on-the-job searoh. Yet, there is

comparatively little evidence on the productivity 6f acquiring information

and/or job offers.

Several analyses using the NLS of older men (age 45-59) have esti-

mated a positive rate of return to quit activity. The findings are in

close agreement, although this is not surprising given the coincidence of

samples and time frames: Bartel and Borjas (1977) and Mellow (1977) find

that quits occuring between the 1966-67 interviews have a positive and

significant effect on short-run changes in wage rates (1966-69 and 1966-67,

respectively). Flanagan (1974) estimates a signifcant positive rate -of

return to 1966-67 job instability on 1966-67 wage change for older males,

4

although the results are insignificant for the NIS younger male smple.

Bartel and Borjas alsoc.find that quits significan ly 'fected 1966-69 wage

growth only for workers who indicated they had found new jobs before quit-

ting their old jobs.

Black (1980b) uses longitudinal data from the Michigan Panel Study

.to extend the above model by analyzing the short-run wage effects of job

quits in several respects. First, voluntary labor mobility is specified to

include on-the-job search (WS) as well as quit events in order to reflect

more accurately the concept of mobility described by search theory
'4
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(Burdett, 1978; Barron and McCafferty, 1977). He finds that the wage re-

percussions of quitting are significantly influenced by search. Workers

who quit without prior OJS not only experience a smaller change in wage

rates than similar quitters who do search, on average, but they appear less

able to exploit existing market wage opportunities by switching firms than

if OJS had been pursued.

Second, Black incorporates a key implication of search theory into

the empirical specification. Recent theoretical mode..s are quite explicit

in deriving a necessary optimality condition for undertaking search and/or

quit activity: the exepected wage rate to be elicited fromsearch must

exceed a Oorker's acceitance waget The implications of whether or not this

condition is satisfied by workers who report search and quit activity are

examined and the estimates suggest that the returns to quitting are signi-

ficantly circumscribed,by exploitable market wage opportunities specific to

workers' skills. \ Third, the results also indicate that previous
findings

of a positive return to quits may be specific to the tightness of the 1966-

69 labor market and may be inappropriate in a slack market.

Barron and Mellow (1978) investtgate labor force transition'proba-

bi)tt es,arising from individual search choices while unemployed. They use

%

matched data from the May and June 1976 Current Population Survey. Search

effort, as measured by the number of hours searched per week, increases the

probability of an unemployed worker obtaining employment. Conversely, a

higher acceptance wage standard rlative to an imputed market wage reduces

the employment probability. Receipt of U/ benefits reduces the likelihood

of re-employment but tends to keep workers in the labor force rather than

dropping out.



Geographic mobility is another avenue by which workers are able to

enhance their earnings, usually in conjunction with a change in employers

(intrafirm transfers is another source of location change). The empirical

evidence that has recently accumulated suggests that the monetary returns

to migration vary significantly with respect to (1) the type or distance oL

the move, (2) for whom the change in earnings is measured, and (3) the last

move.

Polashek and Horvath.(1977), using the PSID data on white, husband-

wife families, find that interstate moves are associated wi-h a net

increase in earnings for movers vis-a-vis similar nonmovers, while local

moves do not lead to such relative increases. A likely explanation behind

this difference is that longer-distance moves tend to be associated with

job changes while local moves, on the other hand, ore usually not promPted

by such incentives.

Polachek and Horvath, along with Mincer (1978) and Sandell (1977),

find, that the monetary effects of migration for husband-wife households

differ considei'ably by Whether the focus is family, husband, or wife earn-

ings. In general, the change in family income is positive, although not

always statistically significant for movers compared to similar

nonmovers. However, the change in husband earnings is invarial large and

significant, while that of the wife is significantly negative.

The hypothesis behind these contrasting effects is that wives tefid

to be "tied" movers in the sense that family job lot:ation decisions seem to

be dominated by the husband's job search. This does not imply that a

wife's employment opportunities are not considered in a family's location

decision. In fact, Sandell (1977) and DaVanzo (1978) have found that the

P.
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likelihood of a move is significantly determined by the strength of a

wife's labor force attachment an the size of her contribution to the

family's income.

While the family decision may jointly consider husband and wife job

oppotunities, a more likely pattern is a sequential one where the job-

location choice is made first by the husband, and then by the wife. As a

consequence, wives tend to be constrained to look and work in an area that

offers less favorable emloyment matches for their skills than if they had

made their decisions independently.

Frank (1978) finds evidence that dual-career households are more

likely to move to larger labor markets which are better able to offer jobs

to both heads in the areas of their interests. Sandell (1977) examines the

loss in wife's earnings more closely and finds that the key variable affec-

ting the relative drop in earnings is the reduction in work hours, as

opposed to a reductiori in wage rate received if employed. The difference

in weeks worked between migrant and nonmigrant wives may be due to re-

employment problems and/or efforts to set up a new household.

Sandell (1977) also finds that the earnings impact for wives, as

well as husbands, is importantly influenced by the elapsed time since the

change in location. With respect to wife's earning, the negative impact of

migration is evident only during the first two years following a move,

thereafter becoming slightly positive and insignificant. For husbands, a

similar trend is present Where the large positive returns are estimated to.

occur only after two years in the new location. Polachek and Horvath

(1977) also estimate such a time effect for the change in husband and

family earnings. There appears to be a substantial post-move adjustment
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process-that not only includes the often delayed entrance of the wlfe into

employment, but also the steeper wage growth rates among husbands of migra-

tinq families.

D. LESSONS FOR FURTHER RESEARCH

We now must ask the question of 'what are the more important limita-.

tions of past analyses; in particular, which ones can we hope to remedy in

our own ahalysis? The job search and geographic mobility literatures have

evolved separately although some of the recent migration analysis implies

that there is41 connection between the two. First, the employment status

of both the husband and wife appear to influence the incidence of migra-

tion. Dissatisfaction with one's joi), manifested by gearch activity, is

also associated with a greater chance of moving; Second, the pecuniary

outcome of migration is linked to the distance of a move, the employment of

the wife in the destination location, And the passage of time after relor

cating.

Our analysis will devote greater attention in modeling explicitly

the job search-location choice decisions in order to better understand the

linkage between the two. Particular emphasis should be given to the effect

of different methods of search activitaes for both the occurrence of a

job/location change and their subsequent earnings effects. The unemploy-

ment status should be more carefully investigated to estimate the

respective impact by the cause of not working (e.g., quit, laidoff, new

entrant), the length of the current unemployment spell, and the nuMber of

past spells of joblessness. An effort should be made to discern the extent

to which jobs are found before moving, raCher than after migrating. In

9

'al
s
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addition to the employment and earnings effect of job/location mobility,

some attention should be given to their nonpecuniary repercussions.

The work done thus far has focused primarily on white, intact,

husband-wife families. Clearly, other population subgroups must be

analyzed. In particular, there has been little work on' young workers

entering the labor force and the role of job/location mobility as an in-

tegral part of this process. Little is known about the occurrence of job

search, its ties to job. and location changes, and their respective inter-

active effects on pubsequent labor market outcomes.

There is a strong consensus, based on the studies reViewed above,

that two of the most important predictors of search and migration are age

and educational attainment. These variables will be essentially held con-

stant in a study such as ours Which concentrates on a cohort of recent high

school graduates. Furthermore, a third crucial predictor of migration--the

number of past moves--niay not play as important a role in our sample that

is essentially just embarking as independent households.

In terms of explaining sample variation, we.are thus at a disad-

vantage because age, years of education, and migration experience" are

roughly constant for the subgroup that is being analyzed. Yet, it is

essential to understand the causes behind the early labor market successes

and failures if policymakers are to identify areas of public intervention

that have the potential for enhancing the job-worker matching process.

With respect to the role of education, the literature is quite'

clear in identifying the level of formal education as a significant pre-

dictor of both job search and migtation. A glaring omission is that



nothing in the literature indicates what aspects of an individual's edu-

cation experience are relevant to search and migration. 'This- study will

devote particular attention to the institutional parameters of the high

school system ''and the individual's performance within it in order, to gain

insight into this neglected area of the educationVexperience.

Yof
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CHAPTER IV

GEOGRAPHIC AND LABOR MARKET MOBILITY: A CONCEPTUAL FRAMEWORK
4 iv.

A fundamental premise of migration and labor market mobility

studies is that households act in a manner, designed to make themselves

better off. That is, they behave in a rational fashion attempting to.en-

hance their sense of well-being, defined generally as household satis-

.,..

,faction or utility, or more-narrowly as household income. While there are

a number of ways iniwhich a household might increase its utility or income,

this research concentrates exclusively on job search and migration as the

means for improving socioeconomic status. In what follo rather simple

model of household deci.sion-making is developed fn order to provide a con-
.

ceptual framework tor the analysie and a basis for interpreting, the eMpiri-

cal findings and makinglpolicy recommendations.

A significant distinction between this and other analyses is that

we explicitly model the joint decision to migrate and to change jobs.

Heretofore, both activities have been analyzed separately in spite of the

tie between the two. Although the impacts of initial labor force status on

migration, and vice versa, have been examined, there hqp been little atten-

tion devoted to the joint occurrence of geographic and labor market mobi-

lity. This broader focus is particularly relevant for young workers be-

cause they exhibit substantially greater job And location mobility than

dlder workers. The nexus between both types of mobility is documented by

e.
Bartel (1977), who reports that SS percent of the young men cohort of the

National ,14ongitudinal Surveys (aged 19 to 29) who moved between 1971 and

1973, did so for economic reasons (i.e., predominantly job-related

moves). However, it should be noted that only a fr,action of job changers
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A

are also migrants, s3 that local and distant job cb..Inges could be vAewel as

,/
competing alternatives. V

The link between job change and lo8ation change is,ilso/underscored

by the policy importance placed on yotzth employment. To).mprove the eco-

,nomic status %of youth, it is important to anderstand hoW young workers

locate and retain (good paying) jobs. This policy orientlition serves as

the drivin/rforce behind this research. To operlationalize the analysis, we

formulte a decisionrmaking model based on labor income maximization. That

is, we asume that a houg-ehold makes it's job/location change decision so as

to increase the coMbined earnings of its members. This focus on labor

-earnings serves to highlight the policy goals of gaining insight into be-

thavior that affects the financial self-sufficiency of young workers: As

implAd by Bartel (1977), abstracting from nonjob related motives will not

result in much loss in generality.

. /

The assumed maximizaabn of labor income rather than utility also

reduces the expositional complexity. Formally, we could "monetize" tinonwage

remuneration, leisure activities, and environmental elements and subsume

them under a full income measure. Although this is analytically complete,

this strategem essentially avoids the guesticn of howithe theoretical pre-

dictions might differ if nonmonetax)Y factors were considered separately.

The empirical chapter also details how we define and include nonmonetary

factors in the estimation.

The unit of lemalysis is the individual Who seeks to maximize house-

hold earnings. Of course, for single persons living alone there is no

distinction between maximIzing household versus individuAl income. But for

marrid persons' (whicti includes un-larried partners), the distrnction is



nib

important because a decision to migrate may affect the earnings1441ke

spouse, while a decision to change jobs locally does not have such an

effect. If the spouse is unable or,does not want to work, then geographic

*hilts "should 'be influenced primarily by the individual's earning

The essence of our analytic framework, then, is that an individual's mobi-

lity decision takes iinto account tile impact .of,job/location changes on

household rather than one's personal income.

Mobility presumably,yields benefits to the household undertaking a

job/location change.
NN

of pocket) expenses and op tunity costs (foregone work time between

N
..N

ti
1.. -,---

jobs). Beca,u4t mobility is associated with doth benefits and costs, it is

reasonable to tisdpvme that individuals base their decisions to move on an

evaluatiji of th$0. benefits and costs.to their respective households in
,

1 L.

undertaking such c anges. From this perspeAive, geographic and/cr labor

But, it also requires expenditures, both direct (out

-

market mobility can be considered an investment decision where the ex cted

costs of investing in a productive activity are weighed agdiftethe expec-

ted returns.

In our framework, job change and/or location change are options

available:to a household. For a typical household, the net advantage of

moving ft-RI the "jth" job-1 ation tothe "kth" job...location destination is

calculated by the net gain in household income Yk - Y5 less the total cosi

of relocating from j to k, C5k. A positive difference, Yk-(Yj + Cjk) > 0,

\
would suggest:that a contemplated change\ in the job-location combination is

worthwhile.

There are several additional
considerations, however, that must be

incorporated into the investment decision. First, benefits, and to a
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lesser extent costs, may accru over time. The measurement of income and

costs must reflect their timpor 3patterns. For example, a small net bene-

fit to migration in the first time period pay become a very 1aige gain if

the net benefit persists over time. Hence, the measurement must sum to-

omgether the inces andi,costs that iccrue in each future time period. Se-4.

cond, households do not work or live forever so that flows of benefits over

time must stop eventually. The retirement age (often set arbltrarily at

age 65) is often used as the endpoint because earned income usually drops

to nearly zero at that age.

Third, future benefits and costs are not valued as highly as the

same amounts received today. Thus, future receipt and expenses should,te
N\

deflated or discounted more heav4y, the further from the present time is

their occurrenCe. The method of discounting is to weight each time

period's benefit and nost by (1 + r )-t where r is the rate of discount

(often set equal to the average market interest rate per period). The

value of the exponent, t, depends on the period of accrual. The greater is

an individual's preference for current rather than future income reciepts,

the smaller is the discounted value of any future benefit or cost. An

additional source of discounting stems from the lack of confidence with

which individuals are able to forecast their future incomes. Because earn-

ings streams are not perfectly auto-correlated, households should attach a

risk factor io further deflate future income flows. The effect of combin-

ing the rate of time, preference with the risk premium is that the effective

planning horizon (beyond Which earnings are discounted effectively to.

zero), is much shorter than the remaining years of worklife implied by the

retirement age for young workers. Friedman (1957) has argued that three
(,I)
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years J.& an aiopropriate planning horizon for making consumption/saving

decisions, and the eame my be hypothesized to apply for labor supply deci-

sions.

kfourth complication is that individuals are presumed to evaluate

all Possible job-location destinations before deciding whether to move, and

if so, whle to move. This implies that the investment decisior. is based

on comparing the best available destination with the origin job-location.

The above discussion can be expressed more compactly by an investment

rule: A job-location chahge is worthwhile if the present value (PV) of the

net benefits is positive. If so, then a move from j to k should be made.

(Y - Y. ) C t
T , kt jt. T _Lc

PV
jk Z E

t=0 (1 r)
t

t=0 (1 + r)
t

for j k. (1)

The present value equals the difference between the discounted increase in

household labor income over time and the discounted household costs of

moving. If for some PV- jk >..0, then a move is made to the job-location

combination associated wlth the highest P V.

The investment rule lies behind the intuitive notion that mobility

occurs if it Is deemed worthwhile by a household. From equation (1), we

can predict that individuals with a longer time horizon (T) are more likely

to move because the net gains are summed over a longer span of time, while

the costs are usuAlly incurred in tray the first couple of years.

Similarly, a lower rate of time preference (r) will result in a larger

1
present value for a giveh value of (Y

k
Y,). If job change or migration
3

results in a long spell of unemployment for a household member previously

employed at the point of origin, then the change in income will be smaller
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.and possibly negative until reemployment occurs. If households move from

low wage to high wage areas, then the implied income difference (Y
k

Y ), will be larger.

Items included in migration costs, C, are the expenses incurred in

looking for another job and/or residence, direct,or actual outlays such as

..., transportation, the temporarY los's of friends, costs of maintaining

personal ties, transactions costs if a house sale is necessary, and the

temporary decrees in psychic value due to leaving, familiar surroundings.

In some cases, the greater the geographic distance between j and k, the

higher the costs. in other instances, costs remain fixed regardless of

distance. As implied by the present value formulation, the opportunity

cost of foregone income lost because of a move (e.g., travel time, unem-

ployment between jobs), is included in (Ykt - ).
t

A point whicr, shoul.0 be emphasized is that migration and job change

are nnt necessarily once and for all events. In fact, a consistent empiri-

cal finding is that persons are more likely to migrate and change jobs, the

more times they have done so in the recent past. Part' of this phenomenon

may be due to poor information and/or incorrect assessment of prevailing

opportunities. Past mistakes may then encourage subsequent moves as hluse-

holds attempt to correct their situation. In addition, Multiple moves may

be idiosyncratic to households or part of a longer run strategy that

requires several job-location changes over time. Regardless of the causes,

we are unable to account for the way in which households imorporate future

moves into their current mobility decisions. Hence, we must assume

throughout that a decision is made as if it were a once and for all choice.

The above discusaion suggests a determiniStic fraMiework in which a



household automatically mOves When it faces a ioositive PVjk. Thereafter,

it remains in the k
th location until a change occurs in one of the under-

lying parameters that influence the value of the current job-location

vis-a-vis alternative combinations. /n other words, a post-move equili-

brium will persist until elanges occur in the future. HoWever, an equili-

brium condition may not exist foe recent labor force entrants for two rea-

sons. First, workers in general, and youth in particular, have access to

labor market information that is both imperfect and costly to acquire.

Second, due to major economic changes encountered by high school graduates, .

theix geographic location upon graduating may be al/boptimal."

The above suggests that even in a stationary world, some job-loca-,

tion mov9ment is expected anaong recent high school graduates. Because of

labor"market imperfections, however, individuals must seek out relevant job

information and/or offers. This implies that a forthcoming job-location

change is unknown because of the uncertainty surrounding' tltç whereabouts,

timing, and particulars of any given jobloffer. Thus, a stochastic element

must be injected into the mobility model to reflect this aspect of

reality. Because job search "equires time and may be unsuccessful, the

returns to a job-locatioNchange must.be weighted by the likel1ihood of its

)

occurrence. This results 4nian expected value where the income associated

with a.particular job-location combination is deflated by an individual's

appraisal of how achievable it is.

Imperfect information also implies that for a given type of worker

and labor market cordition, a distribution of wages exist rather than a

single market wage. Although classical theory predicts, that in general, a

worker cannot af!ect his or her earningsi the existence of inadequate

c.)
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information and consequently, the variation in wage rates for workers with

the same level of skills, suggests that individuals are able to influence

their income via job search. Hence, when workers evaluate the possible

returns to ivobility, they base their decisions on expected earnings, given

prevailing wage distributions and the nature of their job hunt.

Although individuals are unable to influence' the distribution of

wage offers relevant to their skills, they are able to affect partially the

number ana-' timing of offers. If search can be characterized as a randcn

process of sampling firms, 'then the greater the number of inquiries per

period, the more likely is an acceptable offer to be elicited within a

given time period. In addition, the flow and value of wage offers are

influenced by search methods and the geographic scope of the job hunt.

A second aspect,of search behavior that influences both the returns

to search and the duration of search is the acceptance standard which an

offer must exceed before it is deemed acceptable by a job hunter. The

higher the minimum acceptance iiage set by a searcher, the longer is the

search process, but the higher are the returns. Because of these off-

setting effects and the associated benefits and costs, it i necessary to

derive optimal search policies regarding these techniques (see the litera-

ture review in Chapter /II for discussion).

Incorporating the stochastic nature of search and mobility into the

present value rule noted in equation i1)-results in: ,

(Y.
kt

Y
jr.

)

TE(PV
jk

) Q
t

Q - SC. (2)

t.q) (1 + r) t...0 (1 + r)
t

Equation (2) no longer depicts the certain Or known present value of mobi-
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1

lity. Rather, (2) expresses the expected present value, E(PV), which

equals the net expected gains to mobility, weighted by the chance:Q, that a

job offer will matenialize in location k, less the certain costs incurred--

by searching, SC, for other job-location pairs during t.

From equation (2), it is evident that the individual has sOme con-

trol over the expected benefits and costs associated with mobility. First

the likelihood of obtaining or finding a suitable job-location pair is a

function of both the intensity, type and range of search, and the strin-

gency of the job acceptance-standard. Second, the costs of search, money

and time spent looking, are directly controllable by the search strategy

pursued.

Third, the wage income expected to result from search, Y*
k

, is

affected by the acceptance wage set by the individual, Wa. A higher Wa

-

results in a higher Y*
k

, but also a lower probability of finding an accep-

table job since fewer offers are likely to exceed Wa. Search models summar-

,,

ized in the literature review explain how assumptions &bout the probability

density function generating job offers arc used to derive an optimal Wa.

The geographic scope of job search has received little attention,

with the except!.on of David (1974) and Seater (1979). This feature is

especially relevant to our analysis because the spatial element of search

is the key link between job mobility and migration. Job search literature

is generally Modeled within a single labor market Where the spatial nature

of different labor markets is not addressed. Similarly, the geographic

scope of search is rarely mentioned.

The most obvious motivation behind the decision to extend one's job

search beyond the local labor market is that a wider search is mor:likely
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to elicit additional and/or better job offers. Casting a wider net is

especially appropriate when overall local labor market conditions are poor
_

relative to those in other areas--a disadvantage that implies a smaller

probability of obtaining a (better paying) job. Another reason for search-

ing in several geographic areas is that the effective labor market for a

category of wcrker may be at the regional or even national level. Stated

somewhat differently, the local demand for specialized types may be rela-

tively low, requiring a wider scope of search.
*

A wider radius of search does not necessarily imply a higher ex-

pected'-return to search. The msuit of extending the geographic scope

partly hinges on the technology of search, the costs, and the concurrent

changes in search intensity andior methods. It is unclear whether or not

the same number of job inquiries extended aver a wider area will enhance

the prospects of a greater return over the return associated with a more

geographically focused, search. The outcome largely depends on market con-

diiions and the type of search behavior. On the one hand, if the proba-

bility of success per inquiry is independent of search intensity, then an

extension such as above is likely to increase costs and not affect bene-

fits. But on the other hand, if there are either few eMployment opportun-

i.ties in each area or if search is not random, but begins with the most

promising firms and works downward, then a geographic extension may provide

net benefits.

Explicit consideration of job search across several labor markets

is necessary in order to establish a formal link between job and geographic

mobility. However, it is difficult to pecify priori a definite temporal

sequence among search, migration, and job change because the sequence of
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activities may vary substantially from one individual to another. 'Employel

workers may quit their jobs either before or after conducting search and

may or may not have a job lined up before quitting, regardless of their

prior search. Search may precede migration or may occur after moving to a

new area. Search may or may not encompass local and more distant labor

markets. Job change does not necessarily require migration, while migra-

%

tion (except for transfers) is associated with n job change. And finally,

unemployment may describe a worker's labor force status before, during, and

after migration.

To facilitate drawing implications from the conceptual framework,

the above discussion is expressed in a more compact mathematical represen-

tation. The following expression for a single person's expected value of

llbor earnings explicitly denotes the potential income to be earned in the

best alternative location, Y*m, and the potential earnings to be earned

frcm another job located in the initial area, Y*
1.

The probabilities of

obtaining such a job in the best alternate zuld current locations are, re-

,

spectively, Qm and Q . Th reP.pective search costs and job/location 'expen-

ses afe SCm,

or:r

SCind Cm, Ct. To,avoid further encumbering the notation, we

focus exclusively on a single; person. This will be f,ollowed by a discus-

sion of a married couple using more general notation.

Assume that an individual entering time period tm() is faced with a

decision of whether o- not to look for a (new) job during t=f). This deci-

sion is linked to several aspects of search including whether to look Only,

locally or to conidder alternative areas, the intensity' and type lof search

to conduct, and the acceptance wage to set. The search policy followed, if

search is undertaken, affects the likelihood of finding an acceptable

4
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joh.----A-search---pol-tcytrifn implies that costs are incurred, and in the

event of a local or long-distance job change, there are relocation expen-

es. W. assume that an individual is either itorking (Yt > 0) or not work-

ing (Yt = 0) during t=0, and expects to continue receiving Yt with

certainty over the remainder of the planning horizon. Because workers are

concerned with the stream of earnings over time, income must be appro-

v
priately summed and discounted back to the present period. Hence, the

expected present value is:

T * t
+ QPV

o
= Qm r

4.
(y
tm Y

t
)(1 + r)

i
E (1'

*
- Y )(1 + r)

-t- ,T
tt t t

t2=0, t=0

\\,

\

+ z y (1 + r)
-2

(SC
tt

+ SC + Q C + Q C ).
tm m m

t=0 t

(3)

The first two terms on the right-hend side indicate the potential

gains that might be realized by a job-location change Ind by only a local

job change. The third term represents the worker's .current income, which

is expected to be received with certainty. The latter terms summarize the

relevant costs, where the expenses of mobility are weighted by the likeli-

hood of such a move occurring. The Y are the best wage offers that a

worker expects to elicit, given the accepuance standard end the distri-

bution of wages for which he or she is qualified..

The conomic problem facing a worker entering t=0 is how to maxi-

mize V by manipulating the following search variables at his or her dip-

posal: the acceptance wage rate (Wa), the choice of labor markets in Which
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to search (LM), the number of search hours per period (SH), and the search

methods to use (SM). The maximization is subject to:

Y

i,m

where

Y(Wa, LM, SH; X, U
(4 )

LM, SH, SM;.K, Uz1m)
(5)

ability and work skills

lie Labor market conditions.

Equations (4) and (5), formalize the notion that a worker is able

to influence the expected present value of earnings by the selection of a

search policy. The probable impact of search on PV, however, is partially

governed by an individual's current endowment of hunan capital (X) and the

prevailing economic conditions on the current alternative labor markets

(U). The decision of whether or not to undertake job search and which

labor markets to consider can be described as a'choice among three alter-

natives: no search (n), search only in the current or local market U ),

and search in other more distant markets (m). The expected present values

associated with each of these choiceb are:

V
n

r

-C)

Y
t

(1 + r)
-t

t

(6)

= Y ( .1
-t T "

+ E (Y
tt

- Y
t

(1 +
-t

V + r)
- (SC + ) (7)

tt ,

tat() tm0



T
Vm = E Yt (1 + r)

-t
E (Y - Y )(1 + r)

-t
- (SC + Q C )0)

tm t tm m m
t=0 t=0

The expected values for Viand Vn are based on the optimal search

strategy devised by a potential searcher. Mathematically, this is done

with calculus by deriving first and second-order conditions with respect to
1

each of the search policy variable. Gi'ven the optimal values, if a poten-

tial searcher were to pursue each policy, then expected values of Yi,mand

Qicould be determined, thus. permitting calculation of Viand V. The

optimal search strategy thus derived would provide a set of necessary con-

ditions that must be followed, th-toretically, for search to leald to a maxi-

Mizatlon of PV in equation (3).

Given the optimal search policy and the associated pr$sent ViAes

in (6-8), a sufficient condition for deciding whether or not,' and where, to

search is based on a comparison of V V
,

and V
m

:

n' k

Search Decision = f [MAX Vn, Vi,Vm) (9)

. If V
n

> Vi,Vm, then search is.not warranted. If Vi> Vn , V
m

, then search

within the local area is worthwhile. If Vm
> V'

'

V then search in other
n

labor markets is the most attractive decision.

The nbove decision is equivalent to the earlier investment rule

which specifies that search should be undertaken if the tienefits exceed the
,

costa O'f looking and the costs of relocation. Tor example, the decision to

search locally versus not to search at all is based on whether or not Vi-

V
n

0. Subtracting equation (6) from equation (7) yields the decision

rule for local search:

Local Search if Vi - V
n

> 0, or (3)
r- I../
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T * -t
I (Y Y

t
)(1 + r) - (SC + Qa C ) > 0.

t S. R,

t=0

( 1 0 )

An analogous rule exists for distant search versus no search. The model is

also consistent with local versus distant job search, (for simplicity, we

have treated the decisionIto search as a discrete rather than a continuous(\

phenomenon).
I

Note, however, that job and location mobpity are not automaticalli,

forthting if la worker engages i., JO)) search. Because the-outcome ofl
\

.

,

search is uncertain, the 3guLte- present va:ues are necsarily expected
I

values._ _The likelihood-of a job/location move, denoted by the probability

of a successful search, Qior Qn, is less than unity which suggests that

even if mobility is economically warranted, it may not occur because of the

stochastic phenomenon that is being investigated. Finally, we would expect

that search in more distant rhbor markets will, if succrful, lead to a

move to the best alternative labor market. The latter event is a function

of)both the wage offers in other locations and the associated probability

of eliciting acceptable offers.

From the above discussion, sever:al observations can le made.

First, if a worker is unemployed in 0, Yt .r0, then the potential gain to

local and distant job search should be greater since zero earnings are

expected to persist over time.' Hence, unemployed workers should be more

likely to search and to move for a job than similar workers who are

initially employed. Second, factors that raise the costs of either search

or mobility will in turn reduce the incentive to undertake search ank,

subsecTently, to move.

Third, relatively propitious .labor markets in other locations



(e.g., low unerniSloyment rate.,$), will increase...fthe probability of

mobility. Fourth, persons better skilled at searCh (allpity to cquire and

assess information), should be more likely to engage in search/mobirity

than comparable workers who are not so well endowed. Fifth, greater liquid

asse s should permit'a greater time/dollar investment in search and migra-

tion, thereby increasing the chances of a move. Sixth, the . higher are

current earnings, the lower is tile potential net return to search/mobility
dld

than comparable workers with poore'i jobs, and henbe, the probablity' of

either occurring. Severith, the receipt of Ancome-conditioned transfers

effectively subsidizes the cost of remaining (partially) unemployed, thus

reducing the incentive to search-or relocatet

Finally, the net returns to search and mobility are influenced by

the set of search policies, used, and a strictly random-component imbedded

in the stochastic terms. The optimal level and mix of search activity

(e.g., geographic scope, intensity, methods) are determined by adjusting

each until their respective marginal benefits and costs are' equated to one

another. Factors that cause Y*
m

> Y*vand/or Q
m

> Qwill encourage greater

search in alternative locati-T. An analogous interpretation holds for

search and mobility costs sssociated with longer versus shorter distance

job-location changes.

The family context is now considered for married persons. In this

more encompassing framework, the il.dividual decision-maker is assumed to

maximize household income, which eqUals the sum of husband (H) and wife (W)

earnings. Although we do not apply the analysis to the spouse, it is

assumed that a married person considers the immplications of migration on

spouse arnings (other family/member *timings are ignored because of the

(4 I
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youthful sample). Using the same terminology as before, the objective

function becomes the present value of expected family (F) arnings:

V(F) N(H) + V(W).

The reapective present values for the three activities considered

in equations (6-8) (no change in job-locations status, local

combined job-location Change) can be summarized sucinctinly as:

jo- change,

V
z

(F): = V(H) + V(W) for Z=0,2,,m. (12)

-

The V (F) enter into the decision-making function.

Search Decision = fiMAX (Vn(F), Vs (F), Vm(F)li. (13)

While the analytical framework has remained the same, the search

decision, and sUbsequently the likelihood of making either a local or more

distant job change, is now a function of family rather than individual

Axpected earnings over time. In this analysis, we abstract from the inter-

dependence, between the decision to work and the number of desired work

hours. Instead,_ we focus only on labor market and geographic mobility,

taking as given the intra-family decisions regarding employment and

hours. This focus, however, does not preclude analyzing migration as a

means for improving the chances of obtaining employment.

Because a married person's decision to change job/locations may

affect spouse earnings, we expect the mobility behavior of individuals to

vary by marital status. This is particularly true if the net gains are of

opposite signs for the husband and wife since this would redUce the faraill\

returns to mobility. However, if both spouses gain from mobility, or if,



one spousg remains unaffected by mobility (in general this implies re-

Raining jobless), then marital status should not have a job-related impact

on husband-wife behavior.

In some cases, families may migrate even thoUgh the husband's Vm

and wife's V
m

differ in sign.. This is because one spouse's V
m

is euffi-

ciently large
1

V (F). The spouse with a negative V
m
has been labeledby Mincer (1978) as

,

a ;"tied mover". That is, he or she is one who moves even though his/her

individual calculations imply staying. Similarly, there may be "tied

stayes," or those whose potential returns to migration are dominated by the

spouse's losses, which implies V(F) > Vm(F).

The deterrence effect of marriage is most applicable to milration

since the latter usually forces a change in jobs for an initially employed

worker and also implies a change in the probability of finding a job 4s

well as the type/level of remuneration. Marriage may also influence local

job mobility. For young couples and those without children, one income may

to offset the negative V
m
of the other so that V

m (F) > V
n
(F),

provide enough support to enable a nonworking spouse to search for a better

job. An employed spouse may also reduce the consequences of lost family

income associated with risky ventures such as job quitting. Hence, greater

voluntary job mobility and/or longer periods of unemployment are antici-

P
pated as a spouse's earnings increase.

Changes in marital status are expected to affect migration deci-

sions. According to the above framework, divorce should lead to greater



geographic mobility as previously "tied stayers/movers" are no longer do-

minated by the spouse's potential gains. Newly married persons may be more

likely to relocate kor nonjob reasons (move away from home) but the above

would suggest a reduced incentive to migrate, especially if both ipouses

have independently moved to the premarriage location.

In closing, we should stress that the behavior predicted by the

income maximization framework will also be a function of nonpecuniary con-

siderations. The level and mix of nonwage remuneration (e.g., fringe bene-

fits, working conditions, on-the-job training, advancement potential) are

potentially important causes of job mobility. Similarly, environmental

factors (social, institutional, physical) may prompt household migration.

Failure to take:some account of these elements will limit oux ability to

explain empirically the determinants of mobility. For example, relatively

low wages in an area may be expected to induce out-migration. Yet, if that

area has offsetting physical amenities, then we would expect fewer moves.

To the extent that the available data permit, the empirical analysis will

control for these nonjob factors. However, the goal of income maximization

is assumed here to be the key motivating force behind labor market and

geographic mobility.
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CHAPTER V

YOUTH MIGRATION: EMPIRICAL ANALYSIS OF ITS DETERMINANTS

A. INTRODUCTION

The previous chapter developed a decision-making model of job-loca-

tion mobility which provides a theoretical framework for estimating the

determinants of both activities. The empirical analysis presented in this

chapter applies the general model to the more specific phenemenon of youth

migration. Chapter VI represents the second part of the migration study in

its examination of the labor market outcomes of migration.

Migration is an important phenomenon, both for the socioeconomic

well-being of individual households and also for society at large. Presum-

ably, households move in order to improve their financial and/or nonfinan-

cial status, thereby improving the overall functioning of the economy. Of

particular concern to researchers and policy makers is the responsiveness

of households to labor market signals. In order for the economy to func-

tion most efficiently, it is crucial that human resources.be allocated to

their best uses. Migration is a key element in attaining an efficient

allocation as human resources move from low-productivity, low opportunity

areas to locations offering more favorable job conditions. The

economy-wide gain from this process has, as its micro counterpart, an in-

crease in household labor income as individuals move to areas making better

.use of their,productive talents.

The extent to which workers recognize and respond to market signals

has stimulated considerable inquiry among economists. Unfortunately, re-

cent research has generally not focused on the geographic mobility of

youth, in spite of the fact that young persons have the highest rates of



job and location mobility in the U.S. population. Superimposed on the'

heightened mobility of youth and the general lack of knowledge concerning

it, is the school-to-work transition that is so critical for today's

youth. Research has focused primarily on the insufficient quality/quantity

of formal schooling, the lack of skills directly applicable to work,.dis-

advantaged family and neighborhood backgrounds, discrimination, poor job

placment and dead-end, low-paying jobs to which young workers are often

relegated. Relatively little analysis, however, has focused on the mecha-

nisms by which young pers ns enter the labor market and find employment
%

through their job search eff. /or decisions to migrate.

If migration is an ef ive means for youth to secure (better)

employment, then one is led to ask what factors encourage or discourage

such movement. In what follows, we attempt to answer this question. The

NCES longitudinal data set provides an excellent opportunity to scrutinze

the causes of migration. Because the panel data were gathered over several

interviews, we are able to divide the roughly four and one-half year period

encompassed by the data into two segments: (1) The spring of the sample's

Wanior year in high school (1972) to October 1974, and (2) October 1974 to

October 1976.1 This enabled us to examine two quite different stages in a

person's post econdary career as a young adult. The first stage, the two
ki/ )

and one-half years immediately following graduation, commonly marks the

beginning of a young person's life as a decision-maker independent of

-parental control as well as the beginning of economic self-sufficiency. To

the extent this occurs, we would expect recent high school graduates to

seek employment and/or move out of the parents' home to a neighboring or

?listant residence. Of course, not all graduates "leave the nest7 and it
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is partly this ignorance of who moves and why, that has motivated this

study. There are a number of reasons to anticipate relatively greater C7

rates of migration right after graduation than in later years. To begin

with, graduates may find that their high school location (presumably chosen

by the parents) is relatively disadvantageous as they seek employment.

-14mleconomic factors such as climate and social activity may also prompt

location changes. Put differently, the high school location represents a

disequilibrium position for many graduates which is enforced by the indivi-

dual's status of student and family dependent. Released from both of these

constraints, many graduates are quick to remedy their condition of

disequilibrium by migrating. Others, of course, may not move at all;

others may first test the local labor market and move only if they are

unsuccessful (e.g., no job, or low pay). Other factors such as marriage,

ability to finance a move, degree of perceptivenes of labor market oppor-

tunities and ability to acquire and access information on jobs in other

locations will also influence the likelihood of moving. In addition, the

type of high school and the individual's performance as a student may pro-

vide an explanation of what governs a decision to migrate.

The second analysis period enables us to examine how an

individual's post-high school experiences influence subsequent migration.

Significant life-style changes occur during a person's first few years upon

graduation. Marriages occur, children are born, jobs are found and lost,

financial independence is established, and further education an& training

acquired. Hence, the second time period provides an opportunity to esti-

mate the impact on migration of a whole new set of factors, as well as

investigate how the influence of earlier variables changes over time.
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Finally, we are able t6-examine the influence of mobility that occurred in

the first analysis period on the likelihood of migrating again in the se-

cond period. The latter phenomenon is a widely observed demographic occur-

rence and it is important to see if such a pattern is discernible at such

an early stage in an individual's adult life.

The results of the empirical work represent an important step in

acquiring a better understanding ok youth migration. 7he estimates indi-

cate that the probability of a long-distance move is significantly related

to a number of variables that include local economic conditions, the high

school environment, background factors, marital status, lab3r forCe status,

and past migration itself. In what follows, the sample and descriptive

statistics are described in, section B, the dependent variable and estima-

tion technique are defined in section C, the estimated results are presen-

ted and intepreted in sections D and E, and the final section summarizes

the empirical analysis.

B. SAMPLE AND DESCRIPTIVE STATISTICS

1. Sample

The focus of this research is the geographic mobility of recent

high school graduates. Because of the overriding policy concern with the

mechanics of the school-work transition, the analysis is oriented toward

nonstudents and nonmilitary personnel. The latter tend to move for non-

economic considerations - to attend a particular school, assignment to

another military base. The principal goal of this part of the analysis is

to discern how and why persons distribute themselves geographically without

the constraining influences of thei7 usually short-term careers as students

and military personnel.
# 1 11.../



All members of the sample had to have graduated from high school no

later than September of 1972 (normal graduation being in May and June

1972). The NCES survey was not designed to focus on high school dropouts/

and the few who were initially interviewed in the spring of their senior

year but then failed to gradaate were excluded from the sample. In con-

trast, there were many graduates who continued, ,with their formal

education. Those who graduated from four year colleges, however, are not

investigated because the time frame of the NCES longitudinal file does not

permit a sufficiently long enough period following college graduation to

examine their migration behavior.

The second analysis period (October 1974 to October 1976), does in-

clude persons who acquired postsecondary education and training up through

September 1974. Those who were enrolled in school during the.month of

October 1974, however, are excluded from the analysis. The student-mili-

tary filters for the first analysis period are applied as of October

1972. While this date does not coincide precksely with the starting point

of that time period, it is nevertheless a reasonable compromise given the

nature of the summer recess phenomenon associated with most eclucational

programs.

The reason that the sample is selected on the basis of beginning

period student-military status is that we are interested in the predictive

capability of the model. The analysis is intended to estimate the deter-

minants of migration for high school graduates who are initially not in

school and not in the military. If these results are used to predict fu-

ture mobility, we cannot impose sample restrictions that require future

information. Similarly, the explanatory variables used to predict the



occurrence of migration are measured either at the beginning of each time

period, or from earlieryurvey data. The important point is that future

information is not used to predict future events.2

Finally, the sample is further reduced by eliminating cases with

missing responses to survey questions used in the analysis. A maiOr cause

of missing response was that over 5,000 persons missed the la72 survey.

Although some of the base-year information was obtained from retrospective

questions asked in the 1973 survey, there were no questions asked regarding.

two key predictive variables - aptitude and years of residence in the high

school location. fortunately, the size of the NOES sample is sufficiently

large to provide a sample that is still big by most research standards.

2. Sample Stratifications

The sample of high school graduates is stratified or split into

subsamples for the purpose of estimating the empirical model. For the

first period, the sample is split into male respondents and female respon-

dents. For the second period of analysis, the sample is split into three

groups: married male respondents, married female respondents, and all

single persons. There are several reasons Z,r decomposing the sample by

sex and marital status. First, males and females may have different occu-

pational aspirations and geographic preferences that would influence their

responses to changes in explanatory variables. Sexliftrimination as well

is family plans may also affect location decisions. Second, single persons

generally do not have to consider the benefits and costs to other falplly

members when contemplating a move. These considerations would suggest that

married persons are less responsive to changes in their environment and/or

personal situation.

" 9
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Third, the characteristics of the husband may or may not dominate

those of the wife with regard to family migration decisions. Finally, the

sample partitioning was based on the fact that (1) there 1,:rere too few

married persons in the spring of 1972 to split the sample by marital status

for the first analysi's period; and (2) a statistical test indicated that

-
for the second analysis period, there was no justification for separating

the single subsample by sex ( 33, 3058 = 1.13). In other words, the esti-

.
matedscoefficients for singl males and single females were, in general,

rl>`-insignificantly different 'for 1974-76 migration analysis. Hence, the

two subsamples can be assumed in a statistiqal sense to originate from the

same population. This finding is intWresting because it suggests that

- -----

single males and females, adcording to the model developed here, behave

quite similarly. Therefore, if there are sex differences, they do not

manifest themselves in th4-bigration activity analyzed in this study.

3. Descriptive Statistics

In tables 1 and 2, descriptive statistics are presented for the

samples. Because the student-military filters are imposed separately for

each of the respective time periods, and because missing data problems

varied for the two periods, the sample sizes differ. Thereforg,_the sample

statistics are those presented separately for the two analysis periods.

The descriptive statistics are generally self-explanatory,

.although, a few need some elaboration. First, the E/POP and Community

Income variables are based on 1970 Census data and are measured with re-

spect to the three-digit zip code are in Which a respondent resides at the

beginning of each time period (see section D for a detailed explanation).

In table 1, the E/POP is measured separately for male and female high
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school graduates, not in school or the military, aged 16-21, living in a

given three-digit zip code area. Although not directly comparable, the

percent of single males and females in our sample who were emPloyed as of

October 1974 (.89 and .86, respectively) is higher than the area E/POP

average for males (.80 and especially females (.60) at the time of the 1970

Census. Married female respondents have approximately the same

employment-population ratios (.63) in 1974, while married male respondents

have much higher ratios (.96). Hence, our sample reflects greater employ-

ability than the 1970 national average for a comparable population sub-

group.

Second, our sample is drawn more heavily from the South and North

Central regions than from the Northeast and West. Also, the sample tended

to reside in relatively less populateld localities than the general U.S.

population in 1972, and to have lived in their high school locations for

long periods of time. While a rigorous comparison between the NCES longi-

tudinal sample and the overall U.S. student population is not the subject

of this project, it does seem as though the sample is under-representative

of larger cities and the Northeast and Western regions. In the analysis,

an attempt is made to control for the geographic(and school characteristics

of the sample in order to "hold constant" the sample selection rule.
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DESCRIPTIVE STATISTICS FOR THE\)*913-74 MIGRATION ANALYSIS \

(sample proportions or meanS with standard deviations in par'enthese )

1 \
i

,

Variable

. ..-..Statistics

Males(n=1701), Females (n=203\)

\s

--%

E/POP .80 (.11) .60 .(.13) j

Community Income ($1000s) 10.87 (2.21) 10.83 (2.23) \

Region -Ns,

Northeast .19 .21

North Central .30 ..8

South .34 .36

West .18 .14

Canmunity Type
Rural .29 .28

Small City .27 .28

Medium Metro .19 .20

Large Metro .16 .16

V. Large Metro .10 .08

Parents' SES -.23 (.60) -.30 (.61)

Yrs. Residence in HS Location

18 .49 .47

11-18 .19 .19

5-10 .16 .17

3-4 .09 .09

< 2 .07 .09

HS Class Size (10s) 32.10 (22.07) 32.49 (21.82)

reacher-Student Ration x100 5.23 (1.65) 5.22 (1.66)

Counselor-Student Ration x 100 .40 (.24) .40 (.22)

% HGCs in College 46.02 (17.87) 46.12 (17.42)

% HS Dropouts 7.35 (7.30) 7.99 (8.00)

HS Grade Average 73.90 (6.37) 77.93 (6.64)

HS Program .69 .56

Gen/Academic .31 .44

Homework
None Assigned .08 .04

Don't Do .15 .03

(Continued)
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TABLE 6 (Continued)

Variable Male8(n..1701) remAles (n..2030)

< 5 iirs/WK

> 5 Hra 'wk

.62

.16

A
.57

.36

Special Programs
Yes .16 .17

No .84 .83

Remedial Instruction
Yes .10 .07

No .80 .78

HS Leader
Yes .20 .22

No .80

Job Hrs/wk 18.18 (13.19) 12.16

Av. Aptitude Score 47.91 (6.65) 49.09 (6.58)

Race \
Nonwhite .18 *,..., .20

White .82 .80

Handicap
Yes .08 .05

No .92 .95

English Speaking
Yes .92 .92

No .7 .09

Marital Status
Single .73 .46

Married in HS .02 .08

Married after HS .25 .46

4 Siblings '1 2.01 (1.76) 2.17 (1;',8)

1:)rpportion Migrating: 6/72-10/74 .20 .18

SOURCE: Mathematica Policy Research, Inc.
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DESCRIPT1Vt silltsTics FOR THE 1974-76 MIGRATION ANALYSIS

(Sample proeortions or means with standard deviationn in pnrenthenes)

Variable Males &

Single

Females (re.3043)

Msrried
Females Respondents (n.I200)

Married
Halos Respondente (n.e580)

Overall t/POP 0.56 (0.05) 0.55 (0.05) 0.55 (0.05)

Community Incomu ($1000s) 11.20 L' (2.23) 10.41 (2.13) 10.30 (2.09)

Community Types 10/74

Rural 0.21 0.24 0.27

Small City 0.27 0.31 0.33

Medium City 0.19 0.18 0.15

Large City 0.19 0.17 0.17

V. Large City 0.14 0.10 0.08

Parents' SFS -0.17 (0.64) -0.31 (0.61) -0.26 (0.60)

Yrs. Residence in HS Location

0 >10 0.49 0.48 0.47

C3 11-18 0.20 0.19 0.21

5-10 0.16 0.16 0.16

3-4 0.08 0.09 0.09

< 2 0.08 0.09 0.06

Counselor-Student Ratio x100 0.40 (0.22) 0.40 (0.22) 0.41 (0.22)

HSge in 2/4 yr College 47.78 (17.85) 44.25 (17.23) 42.69 (17.03)

WIS Dropouts 704 (8.09) 8.23) 7.78) 8.23 (8.10)

HS Progr=
Gen/Academic 0.67 0.59 0.64

Voced 0.33
0.41 0.36

HS Grade Average 76.42 (6.79) 79.97 (6.56) 74.53 (6.27)

HS Leader
'Yen 0.25 0.29 0.27

No 0.75 0.71 0.73

Received Degrees 6/72 - 10/73

Yee 0.10 0.09 0.09

No 0.90 0.91 0.92

Received Degrest 10/73 - 10/74
Ifne 0.16 0. 0 9 0.14

No 0.84 0.91
0.86

ir
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TABLE 7 (Continued)

Single Married

Variable Males & Female. (3841) Females Nespondente (111280)

Married
Males Respondents (n.580)

Av. Aptitude Score

Iacs/Sex
MW Female
RW mal
m Female
W Male

Poomatet 10/74

Live Alone
With Parents
With Eriende

Labor Pores Statusl 10/74

Implored
Empl. Searching (6)
Empl. willing La move (M)

Empl. 8 1 M

Unemploymd
Unemployed, M
Not in the Labor Force, M
Sot in the Labor Force

Employment Statues 10/74
Implored
Not Employed

Searching-Willingness to Moves

Neither

Searching (8)
Milling to Move for a Job (M)

8 i M

Av. Wkly larningst 1974 (8100e)

So. Job's 10/73 - 10/74

Mo Moves
One Move
Repeat Moves
Return Movee

Spouse education

( NS
HS Degree
Hs negree t Voced
Some College

49.15

0.11

0.09

0.43
0.37

0.11

0.70

0.18

0.17

0.13

0.28
0.29
0.03

0.05

0.02

0.02

0.87
0.13

10/74

0.20

0.16

0.30

0.34

1.41

0.81
0.11

0.02
0.04

(6.99)

(2.83)

49.06

0.18

0.82

0.22

0.17

0.12

0.12

0.10

(.13

0.04

0.20

0.63

0.37

0.42

0.27

0.16
0.15

1.51

A
0.79

0.15

0.03

0.02

0.13
0.45

0.20
0.23

(6.41)

(7.23)

47.50

0.17

0.83

0.96

0.04

0.21

0.12

0.36
0.31

1.75

0.86
0.10

0.02
0.02

0.18
0.58
0.13

0.11

(6.55)

(2.36)
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TABUS 7 (Continued)

Variable

Single
Males & Females (n.104))

Married
Females Respondents (m.1200)

Married
Males Respondents (nm580)

Any Kids
YOO

00

0.36

0.64

0.35

0.65

Spous tmpl. Status: 10/74
:Deployed

0.97 0.54

Not tmployed
0.13 0.46

Ratio of Spouse to Family Income
0.48 (.33) 0.18 (0.19)

Proportion Migrating:
10/74 10/76 0.14 0.13 O. 08
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C. DEPENDENT VARIABLE AND ESTIMATION TECHNIQUES

The analysis seeks to explain what factors influence the decision

to migrate. There is no objective mileage standard that indicates whether

or not a geographic move is a long or short-distance move. For this study,

migration is defined as a move of at least 100 miles from the point of

origin. The 100-mile criterion was chosen in order to concentrate on long-

distance moves, which makes sense in light of our desire to focus on the

mobility of labor from one market to another.

Almost all other studies have been forced to use intercounty,

interstate, or interdivisional moves as a measure of migration. Many

short-distance moves, however, involve a change in county and/or state

(e.g., cross-metropolitan), which would qualify as migration by this cri-

terion, whereas many long-distance moves would not. The law of large num-
.

bers may reduce this problem if long-distance, cross-juxisdiction changes

overwhelm the number of short-distance, cross-jurisdictional changes in

location. To our knowledge, however, the relative magnitudes of the two

types of moves have not been investigated. Because of this potential mea-

surement problem, the actual mileage reported in the NCES data set offers a

superior measure bf (long-distance) migration.

Operationally, our dependent variable is dichotomous, taking on a

value of unity if an individual moves at least 100 miles, and zero in all

other instances. The use of a 0.71 dependent variable introduces several

econometric problems that are not overcome with ordinary-least-squares

(OLS) regression. Because the statistical problems are generally not too

severe, the preliminary regressions used for specification tests and Chow
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tests were performed with OLS. The final estimation, however, was con-

ducted with a logit model which is a maximum likelihood, nonlinear tech-
.

nique. In brief, the logit model predicts an S-shaped curve that is

bounded by 0 and 1, and produces efficient and unbiased estimates. The use

of the OLS regression model may result in predictions outside the 0-1 range

(which does not make sense when estimating the probability of an event);

and the estimated coefficients are inefficient and suffer from specifi-

cation bias. For a more detailed discussion, see Appendix A.

The estimated logit results are presentcd in the following tables

in sections D and E. Several points should be made to help the reader in

using the tables. First, the migration equations are estimated by a lcgit

model in which the dependent variable is the log-odds of migrating:

Pr(m)
log = XB

e 1-Pr(M) (nxk)
X data matrix
(kxl)

vector of coefficient parameters.

Because the estimated parameters in column one of the tables are with re-

spect to the log-odds of migrating, they can not be interpreted directly as

the changt in the probability of migrating, Pr(M), in response to a unit

change in an independent variable. However, the log-odds of moving is a

monotonic transformation of Pr(M); hence, the estimated coefficients do

.indicate.the direction of change for Pr(M) hs well as the statistical sig-

nificance.

Second, to facilitate drawing inferences from the logit estimates,

the predicted probabilities of migrating have been calculated for plus and

minus one standard deviation from the mean of each independent variable (or
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the predicted group probability for categorical variables), conditional on

all other explanatory variables being constrained to their mean values.

These predictions are noted in column two of the tables. Third, the coe-.

fficients on each categorical variable have been estimated so that their

respective weighted sums equal zero. Hence, there is no excluded group and

the coefficients measure the differences from the sample proportion. The

chi-square statistic for each categorical variable in column three

sumarizes the test of equality of coefficients across categories (see

Appendix A).

\

D. PROBABILITY OF MIGRATION; EMPIRICAL RESULTS FOR THA 1972-1974 PERIOD

The 1972-74 migration analysis focuses on males and females who

were neither in school nor in the military as of October 1972. Persons

were labeled as migrants if their October 1974 location was reported to be

at least 100 miles from their origin location at the time of the spring

1972 survey (while still in high school). In our samples, 19.7 percent of

the males and 18.4 percent of the females reported having migrated. The

analysis of what influences the migration decision is organized along four

principal lines of inquiry:

Impact of local economic conditions

Role of family background

Impact of the high school and student perfor-

mance

Role of personal characteristics.

/n what follows, (1) the hypothesized relationships between these factors

and migration axe discussed, (2) the empirical measures are escribed, and
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(3) the empirical results are interpreted.

1. Impact of Local Economic Conditions

In light of the chronic unemployment of youtti, the migration re-

sponse to local econi.mic conditions particularly interesting: if 3ob

opportunities in a given labor market are relatively inauspicious, do young

persons move to another area where more and better jobs are
t

available? The

link between migration and youth (un)employment is clear, yet tittle is

known about whether, in fact, young persons recognize and respond to

economic signals. Economic theory tells us that knowledgeable and rational

decisions-makers will move away from low opportunity areas to locations

offering better job opportunities. The analysis tests this hypothesis with

two empirical measures of local economic conditions.

-The first is the employment-population ratio (E/POP), calculated

with 1970 Census data for each of approximately 900 three-digit zip codes

in the U.S.3 In addition to the geographic detail, the E/POP variable has

been calculated precisely for the population group that is our subject of

analysis: 16 to 21 year olds, high school graduates, out of school. Fur-

thermore, separate E/POP variables have been created for four male/female,

white/nonWhite groups. The geographic and sample specificity offer a major

improvement in studying the role of the labor market over that used in

previous analyses. The measure also avoids definitional problems inherent

'in the use of "unemployment" rates because the latter excludes persons not

in the labor force. This omission is particularly severe for young workers

for whom the unemployed-not in the labor force distinction is blurred at

best.



The second measure of local economic conditions is average family

income, calculated with 1970 Census data for each three-digit zip code

area.4 This community income variable has not been deflated for

cost-of-living differences across localities because such deflators do not

exist at our level of geographic disaggregation. Community income provides

an index of local finandial well-being and the a priori expectation is that

persons are more likely to move away from relatively depressed locations.

Community income may also serve as a proxy for average wage differences

across local areas, although it does not distinguish between labor and

other income sources, nor does it reflect different &mounts of family work

hours.

For both males and females, the estimated coefficients on E/POP

indicate that long distance moves are negatively and highly significantly

related to job opportunities: The smaller the E/POP ratio, the more likely

are graduates to migrate during the first two and a half years following

high school. The estimated coefficients, suggest that males and females

respond similarly to changes in employment conditions, although the average

E/POP values for males and females differ considerably (80 and 60 percent

respectively). As suggested by the predicted probabilities in column

three, the migration response function is quite.linear in the interval of 4.

1 standard deviation from the representative mean values. For example,

males (females) living in communities with'E/POP ratios of .69 (.47) have a

predi7ted probability of migrating of .198 (.200). In contrast, those

residing in relatively attractive job opportunity areas with E/POP values

of .906 (.726)'have predicted probabilities of .152 (.138), all other



variables held at their means. These predictions contrast with the pre-

dicied.cprobabilities of the "typical" male and female Call explanatory

variables set to their wean values) of .174 and .167, respectively.

This finding is Important for policy purposes because it indicates

that high school graduates, on average, are sensitive to labor market con-

ditions. The results, of course, cannot tell us whether relocation deci-

sions are sufficientlylresponsive to market oportunities from a policy

perspective. But they do offer support that this group of young workers

will tend to moVe from relatively poor labor markets without further go-

vernment intervention than already exists. In addition, the results imply

that if more or better labor market information were made available, lo-

cation changes could be stimulated in the desired direction. If the ana-

lysis did not find such a negative and significant relationship, then such

a policy consideration would not have the concrete empirical support that

should precede such an undertaking. In terms of the theoretical model, the

estimated response corroborates an Important element of what is posited to

govern migration behavior; namely, that location changes are influenced,by

the likelihood of securing a job in the current position.

The impact of community income is significant and negative for

males but is statistically insignificant for females. This suggests that

for our sample, males wohibit a tendency to move away from areas with low

community income, as measured by the average family income for the origin

three-digit zip code. This response is also consistent with the conceptual

model of migration to the extent that community income approximates the

potential earning?if a job is found in the current location.



Two other characteristics of the origin community are examined: the

geographic region, and the size or type of the origin community. For males

living in the northeast, migration iS less likely to occur, but for other

regions the likelihood is insignificantly different from the sample propor-

tion. An explanation for this phenomenon is that distances between

communities are much shorter in the northeast, which implies that changes

in labor markets can be accomplished with shorter moves. With regard to

community type, migration is estimated to be more likely for both males and

females initially residing in small cities. Although the data do not indi-

cate widespread differences by city size that are significant, a discern-

ible pattern does emerge. First, contrary to historical movement off the

farm and out of rural areas, this sample shows no such inclination after

controlling for other factors. To some extent, this may reflect the recent

trend of moving frcm large cities to small towns which may now offset the

historical pattern that may still be taking place At a reduced rate. Se-

cond, there is a marked decline in the probability of moving away from

larger metropolitan areas. This does not suggest entrapment of disad-

vantaged youth because the analysis controls for such characteristics.

Rather, the pattern can be explained by the notion that larger labor mar-

kets implied by larger city sizes tend to attract or retain individuals

because of the density and diversity of employment opportunities relative

to smaller areas. In this context, the size of the city or labor market is

consistent with the impact of E/POP in that job opportunities are weighted

heavily in migration decision-making.

2. Role of Family Background

The socioeconomic status of a high school student's family has the



potential for affecting both behavior and eventual success over a long

period of time. Such factors as parental income, education and occupation

as well as the physical environment, may affect subsequent behavior and

outcomes after the child leaves the home. These background factors have

been summarized into a single SES scale in order to control for the in-

fluence of family background on migration.5 The a priori expectation is

that SES is positively correlated with migration: The de'..4 suggest that

this is indeed the case for females, although the response of males is half

that of females and is not significant. An explanation for the influence

of SES is that higher SES families are "more likely than those with a lower

SES score to encourage greater independence and to provide financial

support for their children when leaving home. Also, a greater awareness of

other locations and the ability and willingness to learn about other areas

May be related to SES in the same way as learning in general seems to be

related to the family environment.

Another aspect of family background is the number of years that the ,....

individual has lived in the high school location, as of spring 1972. This

variable is particularly interesting to demographers because it provides an

opportunity to test empirically whether or not migration is related to
"-.-

The estimated coefficients demonstrate a

between the past and future events for

especially true in comparing otherwise

mobility experience as a child.

clear and significant association

both males and females. This is

similar graduates who have lived in their high school community all of

their lives with those who have lived there for two years or less. The

latter are twice as likely to move immediately after high school than the

0

explanations, for this phenomenon include theformer. Possible
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following: that living in other locations broadens horizons; that it

lowers psychological inhibitions to moving to other places;.and that it

induces return to communities Where individuals had previously lived. A

complementary interpretation is that youth who have lived in a community

for shorter periods of time have not accumulated as much place-specific

assets (friends, knowledge of where jobs are located, fondness for the

community itself) which would be foregone if a move were undertaken. Hence

they have lower economic and/or psychic costs than persons with longer

durations of residence. Although more detail on past moves as a child

would be enlightening, the available evidence does suggest there is an

important tie between mobility experiences as a family dependent and those

as an independent adult. The importance of ',this lank to understanding

migration behavior' is further underscored by the strong positive asso-

ciation between current and future mobility as an adult.
A

.00'

3.' !infect of the High School and Student Performance

The primary motivation behind the inclusion of high school charac-
--

teristics is that the education system is, and should be, an important

source of information about the world of work as well as the world at

large. In addition to preparing students for postsecondary education,

schools att mpt to teAkrstudents how to gather and digest information, to

evaluate options, to acquire further training, and to act as citizens. In

the narrower context of this analysis, the s1i1ls and knowledge imparted by

the secondary 'education, 'system also may play an ipportant role.

Empirically, however, it is difficult to measure these intangible attri-

butes, and researchers are lorced to rely on more easily measured charac-

teristics in an effort to capture the influence of the former.

1 )

1 1 0 #.0 4
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The ratios of teachers to students and counselors to students (both

with respect to total students), are designed to measure the degree of

contact between student and teachers/counselors. The first ratio is of a

more academic nature, while the latter is presumably more oriented toward ,

careers and jobs. Both variables serve as rough approximations for the

likelihood of students acquirin3 knowledge of post-high school options and

the ability to appraise information. The results offer tentative support

for this hypothesis in that female migration is significantly and posi-

tively related to the teacher-student ratio, While male migration is signi-

ficantly and positively related to the counselor-student ratio. The nega-

tive association between migration and the teacher-student ratio for males

is perplexing and contradicts the above hypothesis.

The size of the senior class, the percentage of seniors graduating

in 1971 attending two and four-year colleges, and the percentage of tenth

'graders who drop out of high school offer another perspective on the high

school influence. The general premise is that students location in-

formation from other students. Furthermore, the outward anck upward move-

ment of the student body provides another stimulus for migration. Both the

example of peers moving away to attend college and the transmission of

information concerning other locations by friendship networks would sugge

that these student bcdy characteristics should reflect the influence

uch knowlege and activity. The empirical estimates indicate that only

percentage attending college has a significant effect and that the rela-

tionship is positive for both males and females. An academically oriented

senior class seems to have spill-over effects in the form of greater ma-

bility.



An individual's performance and activities as a high school student

should theoretically affect the probability of migration. A curriculum

and/or performance that increases work skills and the ability to assess

information will induce greater mobility because such factors enhance the

chances of finding &job elsewhere. Somewhat surprisingly, the high school

grade average has no significant effect, nor does remedial instruction or

reported hours of homework per week. Whether or not a person was club or

school government leader was expected to influence movement because leader-

ship is assumed to reflect achievement motivation and a greater willingness

to move on to new locations for greater economic rewards. The data, how-

ever, do not support this hypothesis during the_1972-1974 period. Club and

government elections also reflect popularity which has an adbiguous in-

fluence an mobility. An academic or general high school program versus a

vocational education (Voced) curriculum is positively correlated with fe-

malt migration. Two factors may be at work here. First, the above argu-

ment about information gathering skills would suggest such a positive

finding. Second, a more general high school program may lead to occupa-

tions that ape part of a wider geographic market than are jobs for which

Voced programs are geared. The possibility of local job placements out of

high school for Voced students would also explain this relationship.

Participation in special education programs While in high school

leads to a higher predicted probability for both sexes. Special programs

include aooperative and work-study programs, Outward Boundi Neighborhood

Youth Corps, and Talent Search. This finding suggests that there maybe

something about this special experience that broadens a student's outlook

in such a way that he/she is more willing, and perhaps more able, to change

LI11 2- .:



locations. The positive tie between hours worked per week While in high

school for women strengthens the possible influence of gaining

knowledge/experience of the labor market and future migration.

The results are not conclusive, but when considered together, they

do suggest an underlying phenomenon that may be taking place. Em-

ployment-related experience and job-location knowledge acquired in high

school seem to elicit greater geographic movement. That this is more pro-

nounced for women than men makes sense because the latter are historically

more strongly attached to the labor market than the former and are, there-

fore, less subject to change, whereas the former are much closer to the

margin between workingand not working, moving and not moving. However, an

important caveat must,be stressed in interpreting the findings: the appa-

rent influence of student experience/performance variables may be more

indicative of Ynobserved characteristics of the individuals selecting and

performing f.:hc+s#, activities than are the experiences gained through the

activities.

4. Personal Characteristics

The average score across six aptitude tests administered in the

1972 survey is used to estimate the role of an individual's aptitude or

intelligence. While it is unclear whether aptitude, as measured here, is

strictly innate, influenced by schooling, or determined by both factors,

-the latter is probably the most acceptable explanation. Theoretically, an

individual's ability to acquire and interpret information, as well as the

ability to learn quickly on-the-job and to conduct effective interviews

should promote the chances of finding a job locally or in more distant

markets. Other things being equal, we predict such an aptitude to be posi-

tively associated with migration, and the data offer strong confixiilation of

-113-123



TABLE 8

LOGIT COEFFICIENTS ON THE PROBABILITY OF MALES MIGRATING: 1972-1974

(absolute value of asymptotic t ratios in parentheses)

Variable

Logit

Coefficienta

Prediced
Probability (MIG) Chi-squarec

E/POP -1.478 (2.31)** .198 .152

Community Income -.102 (2.45)** .208, .144

Region
4.24

Northeast -.259 (1.70)* .140

North Central -.070 (0.64) .164

South .151 (1.35) .196

West .108 (0.77) .190

Community Type
10.01**

Rural .060 (0.49) .182

Small City .300 (2.83)*** .220

Meiium Metro -.143 (1.01) .154

Large Metro -.356 (2113)** .128

V. Large Metro -.143 (0.68) .154

Parents' SES .165 (1.37) .160, .188

YRS in Residence
38.68***

> 18 -.325 (4.70) *** .132

11-18 .236 (1.89)* .210

5-10 .089 (0.62) .187

3-4 .344 (1.83)* .229

< 2 1.009 (5.07)*** .366

HS class size .006 (1.54) .155, .194

Teacher-student
ratio -.100 (1.70)* .199, .151

Counselor-student
ratio

tHSGs in college

.693

.012

(2.24)**
(2.85)***

.151,

.145,

.199

.206

HS dropouts -.011 (1.12) .186, .162
.11

HS Grade Average -.005 (0.42) .170, .178

AS Program
2.09

Gen/Academic -.067 (1.45) .164

Voced .146 (1.45) .196

(Continued)



TABLE 8 (Continued)

Logit

Variable Coefficienta

PredicVd
Probability (M1G) Chi-squarec

Homework 2.92

None Assigned .282 (1.45) .137

Don't Do -.166 (1.01) .151

< 5 hrs/wk .0713 (1.52) .1135

> 5 hrs/wk -.0113 (0,1z) .171

Special Programs 3.52*

yes .286 (1.813)* .219

No -.054 (1.813)* .166

Remedial Instruction
.27

Yes -.108 (0.52) .159

No .012 (0.52) .175

HS Leader .01

Yes_ -.011 (0.09) .172

No .003 (0.09) .174

Job Hrs/wk -.007 (1.33) .187, .161

Av. Aptitude Score .026 (2.12)** .150, .200

Race
1.51

Nonwhite .207 (1.23) .205

White .045 (1.23) .167

Handicap
1.91

Yes -.3313 (1.313) .130

No .029 (1.313) .178

English Speakina
.39

Yes ..-.001 (0.63) 472

No 143 (0.63) .195

Marital Status
7.26**

single .106 (2.42)** .189

Married in HS -1.342 (1.92)* .052

Married after HS -.201 (1.69)* .147

(Continued)
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TABLE 8 (Continued)

Variable

Logit

Coefficienta

Predictied

Probability (MIG) Chi-squarec

Siblings

Constant

R
2d

Chi-square

.078

-1.259

.081

134.66***

(2.15)**

(1.12)

.155, .194

= 1701

a: Coefficients for categorical variables indicate group differences

from the sample mean and are standardized so their weighted sum

equals zero.

b: Predicted likelihood of MIG is conditional on other explanatory

'variables being constrained to their mean values. For a continuous

variable, the predicted probability is evaluated at + 1 standard

deviation from its mean. The predicted probability of MIG is .174

when all explanatory variables are set equal to their respective

mean values.

c: Chi-square statistic is with respect to the null hypothesis that the

predicted probabilitiy of MIG is equal across all groups of a

categorical variable.

d: R is not maximized in the MLE logit model. The calculated R
2

is

equal to the percentage difference between the geometric mums

calculated respectively from the predicted MIG probabilities and the

observed sample frequencies for searchers and nonsearchers, taken

with respect to one minus the geometric mean of the sample

frequencies.

10% level of significance, two-tailed test.

5% level of significance, two-tailed test.

1% level of significance, two-tigled test.



TABLE 9

LOGIT COEFFICIENTS ON THE PROBABILITY OF FEMALES MIGRATING: 1972-1974

(absolute value of asymptotic t ratios in parenthese0

Variable

Logit
Coefficienta

Predictird

Probability (MIG) Chi-sqaure
c

E/POP -1.739 (2.56/** .200, .138

Community Income .003 (0.08) .166, .168

Region
Northeast .050 (0.39) .174

North Central -.122 (1.19) .151

South .061 (0.63) .175

West .011 (0.07) .168

Community Type 6.55

Rural .007 (0.07) .168

Small City .207 (2.13)** .198

Medium Metro -.022 (0.17) .164

Large Metro -.116 (0.74) .151

V. Large Metro -.475 (1.91)* .111

Parents' SES .345 (3.07)*** .139, .198

YRS in Residence 22.81***

> 18 -.113 (1.69)* .152

11-18 -.057 (0.45) .159

5-10 .093 (0.67) .154

3-4 .121 (0.65) .184

( 2 .755 (4.685*** .299

HS Class Size .003 (0.67) .159, .175

Teacher-student
ratio .105 (2.75)*** .144, .192

Counselor-student
ratio .246 (0.79) .159, .174

.% HSGs in College .008 (1.85)* .149, .186

II HG Grade Average -.007 (0.75) .174, .159

HS Average -.010 (0.90) .176, .158

HS Program
5.67**

Gen/Academic .137 (2.38)** .187

Voced -.172 (2.38)** .144

(Continued)



TABLE 9 (Continued)

Lbgit

Variable Coefficienta

Prediqed
Probabilit?" (MIG) Chi-squarec

Homework
Nohe Assigned .114 (0.411 .183

Don't Do .215 (0.70) .199

< 5 hrs/wk .053 (0.99) .174

> 5 hrs/wk -.114 (1.38) .152

Special TTograms
5.40**

Yes .308 (2.32)** .214

No -.064 (2.32)** .158

Remedial Instruction
.41

Yes .146 (0.64) .188

No -.011 (0.64) .165

HS.Leader
.32

Yes .065 (0.57) .176

No -.019 (0.57) .164

Job Hrs/wk .009 (1.79)* .152, .182

Av. Aptitude Score .003

c-

(2.82)*** .138, .200

Race
.02

NonWhite -.023 (0.14) .164

White .006 (0.14) .168

Handicap
.87

Yes' -.278 (0.03) .132

No .014 (0.92.) .169

English Speaking 3.02*

Yes -.031 (1.74)* .163

No ,330 (1.74)* .218

Marital Status
4.17

Single -.133 (1.98)** .149

Married in HS .031 (0.15) .171

Married after HS .126 (1.95)* .185

(Continued)



TABLE 9 (Continued)

Variable
Logit

Coefficienta
PredicW

Probability (MIG) Chi-squarec

41 Siblings

Constant

R2d

Chi-square =

-4034

-2.461

.061

116.76***

(0.28)

(2.58)***

.175, .158

'2023

a: Coefficients for categorical variables indicate group differences

,
from the sample mean and are standardized GO their weighted cum
equals zero.

b: Predicted likelihood of MIG is conditional on other explanatory
variables being constrained to their mean values. For a continuous

variable, the predictedjbrobability is evaluated-at + 1 standard

deviation from its mean. The predicted probability of rift is .174

when all explanatory variables are set equal to their respective

mean values.

c: Chi-square statistic is with respect to the null hypothesis that the

predicted probabilitiy of MIG is equal acrosi 'all groups of,a'

categorical variably.

d: R 2 is not rnaximized in the MLE logit model. The calcul'ated R
2

is

equal,to the Percentage difference between the geometric means
calculated respectively from the predicted MIG probabilities and the
observed sample fryquencies.for searchers and nonsearchers, taken
with respeCt to oile minus the geometric mean of the sample
frequencies.

*: `.10% le'vel of significance, two-tailed test.

**: 5% level of significance, two-tailed test.

***: 1% leyel of cignificance, two=tailed test.'



this hypothesis. To the extent that aptitude is influenced by schooling,

the estimated impact suggests another route by which schools might affect
0

their graduates' labor force success through migration.

Finally, the marital status of individuals is hypothesized to

influence the propensity to migrate. The estimated coefficents are gener-

..ttk
ally significant and offer some interesting contrasts between the two

samples. The pattern displayed by males conforms to our earlier expecte-

-tions: single persons are less encumbered than are married couples and

thus are more mobile. Husbands must also consider the wife's lccation-job

preferences which limit the net gains available from moving. The estimated

difference between males married before graduation and those who marry

during the analysis period is also plausible. First, the ilegative marital

influence still remains as expected. Second, demographers have generally

foUnd that life cycle events such as marriage and divorce are positively

related to geographic mobility as individuals seek locations amenable to

their changed statut.

The results for females stand in contrast to the above. Two hypo-

theses are put forth: First, single females may be more cautious and/or

more likely to live with their parents for the first few years after gra-

duation, suggesting a lower probability of moving. Second, the positive

correlation between moving and a recent marriage supports the change in

life cycle theory, and the,positive sign may reflect a social phenomenon of

females following their husbands, rather than the reverse. In addition,

unobserved characteristics of the husbands may be positively correlated

with. migration Which, in turn, suggests that the marriage effect tor our

female respondents may be spurious.

1. `")
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E. PROBABILITY OF MIGRATION: EMPIRICAL RESULTS FOR THE 1974-1976 PERIOD

The 1974-1976 migration analysis focuses on single males and fe-

males, married female respondents, and married male respondents who were

out of school and out of the military as of October 1974. The proportions

of each of the three samples reporting a long distance move (> 100 miles)

during the two year period are respectively, %146, .127, and, .076. The

0
discussion of what factors influence the decision to migrate is organized

similarly to the preceding secaon and includes some additional areas:

Impact of local economic conditions

Role of family background

Impact of the high school and student performance

Role of personal characteristics

Labor force status as of October 1974

Employment experience between October 1973 and

October 1974

Influence of 1972-74 migratioh.

In the following discUssion, (1) the hypothesized relationships be-

tween these factors and migration are discussed, (2) the empirical measures

are described, and (3) the logit results are interpreted. As will become

apparent, there are some interesting similarities an& differences between

single and married households. A surprising and somewhat unexplicable

.outoome was that the results for married male respondents'were uniformly

insignificant. This is in stark contrast to the estimates for single per-

sons and married females. There is no reason to expect husband-wife house-,

holds with a male respondent to differ significantly from those with a

female survey respondent. Other than the possibility of pervasive inter-

view response errors committed by husband respondents, the most likely



explanation is that the small sample of 580 is subject to idiosyncratic

results that are not generally applicable to the Population of married

househal-dtrough the resultR for the sample are reported in Table 12,

the discussion focuses on the samples of single persons and married house-

holds whose data were supplied by the wife.

Impact of Local Economic Conditions

The 1972-74 analysis used a measure of job opportunities, E/POP,

that was measured specifically for the type of saMple being investigated.

Experiments using alternate measures led to the conclusiob that the vari-

7)
able used in the analysis was the most appropriate.6 The same"E/POP vari-

able, measured for the zip code area corresponding to the 1974 location,

was used in the 1974-76 estimation 'but was found to be insignificant. .We

conjectured that the insignificAnce could be explained partly by the time

that had elapsed since the 1970.,censu's data and the 19747:76 period. Per-

haps more importantly, the graduating cfass of 1972 was 22 years old in

1974 and many had entered the economic mainstream. These possiblities

suggested that an E/POP calculated only for 16-21 year olds was no 'longer

appropriate and that a better measure using,1970 Census data would be one

_ .

that included older workers as well as young workers. Hence, an

overall-F/POP ratio was constructed for all persons .i _the civilian non-
;

institutionalized population, aged 14 years and over, for each three-digit

'zip code. Separate race and sex E/POP variables were not created.

The estimated coefficients on the overall-E/POP variable kor

singles and married households offer, an interesting contrast. First, the

probability of migration for'single males And females continues to be very

responsive to employment conditions: low-opportunity areas tend to ziepel

.1_ '
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singles While higher job opportunity areas seem to retain young singles,

ceteris paribus. The policy importance of this relationship cannot be

overly stressed because it provides empirical substance to the hypothesis

that individuals react to market signals in a rational fashion. Again, we

cannot ascertain from the data Whether the sample exhibits the "optimal"'

degree of responsiveness, but only that a systematic pattern exists.

Second, the difference in the size of coefficients on overall-E/POP

for singles in 1974-76 and that on E/POP for.males and females in 1972-74

is consistent with our expectations. Changes in overall labor market con-

ditions are generally believe& to have a disproportionate impact on workers

Who are less securely integrated into the labor force (i.e., the lower

skilled, more recent entrants). Hence, a small change in overall-E/POP

connotes a larger change in E/POP for 16-21 year olds. This relationship

is reflected in the estimated coefficients on the E/POP variables for the

two time periods. Third, the coefficient on overall-E/POP is insignificant

for married households. Although an insignificant coefficient was not

expected, the result is consistent with the notion that single persons are

more mobile and responsive to economic opportunities than are married per-

sons. If this is indeed the case, the results imply that married persons

iconstitute a considerably l ess
responsive part of the labor force than

single person's. To test whether the impact of overall-E/POP was dependent

4

on the October 1974 employment status of either or both spouses, several

"not employed-overall E/POP" interactions were tried. The results, how-

ever, were again insignificant, suggesting that married households have

stronger, unobserved locational ties than single persons Which diminish the

influence of local job opportunities on the likelihood of migration.



Community income, calculated from 1970 Census data for the 1974 zip

code Area of residence, proved to be insignificant for all samples. It is

unclear whether or not the Absence of any systematic tie reflects the some-

what outdated 1970 Census data. The type of community 'seems to have no

apparent effect for singles. For married households, however, location

preferences are noticeable. There is a noticeable inclination to remain in

rural areas and to move away from small and medium sized localities. Resi-

dents of larger cities do not differ from the average. Our speculation is

that young married couples have made committments to their rural community

and may have already established employment and friendship ties. Those

living in small and medium-sized areas may, on 'the other hand, find it

'difficult to secure employment for both spouses. Frank (1978) finds a

tendency for working couples to move to large metropolitan areas. In this

sense, the rural residents offer contradictory evidence. However, there

may be an unobserved taste for a rural, farming, or small town life style

that offsets the Frank thesis. As described in the job search chapter,

family contacts are an important source of employment in rural areas, which

may help to explain why rural residents are reluctant to leave.

2.N.Family Background

The socioeconomic background, as measured by the parental family

SES in 1972, has a significant influence on the likelihood of migration

'during 1974-76. The persistence of this efiact beyond the 1972-74 period

suggests that SES is capturing more than just parental financial support.

Rather, the background SES of single males and females and married women

may serve as an indicator of a household's predisposition to move that goes

f
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beyond economic behavior to a more ambiguous, yet influential factor con-

sisting of career goals and an awareness of geographic locations. Alter-

natively, there may be something about a relatively higher SES background

that reduces psychological inhibitions to migrating.

The years of residence in the high school location (as of spring

1972), has an influence on later migration, although the effect has become

considerably attenuated by 1974-76 as compared to the 1972-74 period. For

singles, the probability of migration is signiticantly lower for those who

had lived in their 1972 location all of their lives (.085), than otherwise

similar persons with shorter residential duration. The socioeconomic bonds

implied by lifelong duration continue to discourage mobility. This effect

also' seems to be p esent for married women, although it is only marginally

significant.in a statistical sense.

In an unreported logit equation, the variable "Past Moves: 1972-74"

was excluded, which resuIied in increased significance for the variable

"Years Residence in High School Location". In particular, a lifelong Cur-

ation had a significant negative *7...eact for both samples, and a duration of

two years or less had a significant positive influence on migration for

both samples. The 3-4 years and 5-10 years of duration effects remained the

same. The reason thiss.ivariable drops in explanatory power with the in-

clusion of past moves is that the years of residence variable has both a

direct effect on 1974-76 moves and an indirect effect through its earlier

impact on 1972-74 moves. Once the earlier mowts.have taken place, the

results suggest that the strength of the residence duration varible dimi-

nishes and retains only Scattered significance. This path of causality can

be viewed in a recursive framework where initial years in residence in-

fluences migration, and migration in turn affects subsequent mobility.
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3. High School and Student Performance

,.. - .

Tbe high school characteristics generally have

--\impact by 1 ;4. Moreover, the c7fficient estimated
y

Student Ratio'for married women

little significani

on the Counselor-

appears to be counter-intuitive on the

sUrface and contrasts with its positive and significant effect on 1972-74

movement. One possible explanation for this negative correlation is that

the Counselor-Student Ratio tends to foster one-time-only moves.

may be more likely to move soon after leaving high school, the

ratio (the more/better is the job information supplied

personnel), but thereafter, tend to remain in one location.

The individual's performance in high school and receipt of post-

secondary degrees/certificates does not appear to influence migration. For

single persons, however, a general or academic high school curriculum does

have a signifidant positive influence, echoing its earlier influence on

1972-74 moves. For married females (and married males in this instance)

Graduates

larger the

by school

who were high school leaders (clubs, student government), there

estimated probability of migrating versus those who were not.

is a higher

A similar

effect is found for single pc!rsons although the coefficient is not esti-

mated with much statistical reliability.

4. Personal Characteristics

The average aptitude score administered in the spring of 1972 con-

tifiues to have a strong positive influence on the likelihood of migra-

ting. For both single persons and married women, a higher tested aptitude

induces greater mobility. The persistence of this effect over time lends

further credence to the notion that the ability to acquire and assess in-

formation is an important factor. Conceptually, an awareness of alternate

t:

- 1 2 6



opportunities is crucial in making a migration decision because the latter

is assumed' to be based on an awareness of alternative opportunities. The

positive tie between parental SES, a general/academic program, and aptitude

on one hand, and the occurrence of geographic mobility on the other, rein-

forces the hypothesis that knowledge and skills acquired from school and

family have effects beyond those typically assigned to the education

system.

Race and sex remain insignificant for the second analysis period.

The roommate variable for single persons does play an influential role.

Living with one's parents in October 1974 reduces the probability cl moving

for two possible reasons. First, the living arrangement may reflect a

predisposition not to move, while living with friends suggests no such

preselection. Second, living with parents implies a housing subsidy which

would be lost if a move were undertaken.

5. Labor Force Status: October 1974

The labor force status of potential migrants has a clear theore-

ical impact on migration. First, employed workers, ceteris paribus, have

higher opportunity costs than workers without jobs. The former are pre-

sumably concerned not only with securing a job if a move were undertaken,

but also with finding a job with a higher wage rate in order for a move to

be financially advantageous. ln fact, the expected wage increase should be

-large, enough to at least cover the costs of relorsting. Persons without

jobs are not faced with such opportunity costs, and hence, should'be more

likely to move. Second, workers who are looking for a job are theore-

tically more likely to migrate because they are "in the job market" as

opposed to those who are not looking. Third, job search that encompasses a

I (19
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wider geographic range should be more highly correlated with migration than

a more narrowly defined search effort. The data provide a rough approxi-

mation of the geographic scope of search with a yes-no questionnaire re-

sponse concerning the "willingness to move to get a job." A positive

answer, especially coupled with concurrent job search activity, is pre-

dicted to have a positive influence on the likelihood of a move.

The empirical results provide strong confirmation for the above

hypotheses. For both samples, employed workers who are neither engaged in

search nor willing to move, have a sUbstantially lower probability of

moving (.075 and .032 5or single and married women respectively). Employed

workers reported to be searching or willing to move have migration propen-

sities that are indistinguishable from the sample proportions. Employed

single persons engaged in search and who are willing to relocate for a job

&re more likely to mcme, as predicted by the theoretical model. Thus, it

is not just employment status per se that matters, but whether or not an

employee is in the nmrket for a job in the local as well as more distant

labor markets.

With some exceptions (e.g., temporary layoff victims), an indivi-

dual who is without enpaoyment but has been looking for work within the

past four weeks is officially described as an "unemployed" worker according

to the U.S. Census. A jobless worker who has not been recently looking for

-work is classified as "out of the labor force". Hence, the unemployed

label used in tables 10-12 implies an active job search as of October

1974. Among singles, a jobless worker looking for work and willing to

relocate exhibits a much greater probability of migrating (.195) than the

sample average. Unemployed single workers not willing to move for a job

have no such proclivity. For married females, unemployment status itself

1 4/1
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is linked to a higher probability of mi;rating (.105). The discrepancies

between the two samples may reflect the influence of the spouse which, of'

course, is not present in the singles sample.

In both samples, workers not in the labor force (NLF) but who are

willing to relocate for employment, have significantly higher probabilities

of migrating. The fact that they are not looking for work but still have

higher probabilities than the sample proportions suggests that their NLF

status is temporary - young workers are especially noted for their movement

in and out of the labor force.

For married women, the spouse's October 1974 labor force status is

also a relevant factor. Unfortunately, the "search-willingness to move"

data were not collected for spouses, but in any case, the employed-not

employed dichotomy is quite revealing. As noted above, jobless workers are

more likely to move because of lower opportunity costs, and this hypothesis

also applies to husbands as well as to wives. Furthermore, the employment

status of the husband apears to have a much larger impact on family migra-

tion decisions than does the wife's. An unreported logit equation

collapsed the wife's detailed labor force variable into a single employed

(E) - not employed (NE) variable with which to contrast the husband's E-NE

variable. The wife's estimated coefficients (t ratios in parentheses) were

- .271(2.53) for E, and .458(2.53) for NE, with respective predicted proba-

bilities of .044 and .088. While employment bf either spouse tends to

depress the likelihood of moving, the predicted chance of moving when the

husband is not employed (.189) is more than twice as large as when the wife

is not working, ceteris paribus. The effects of both spouses being either

employed or not employed were found to be insignificant. These results



support a male dominance theory of married households. This does not ne-

cessarily imply that wives are overruled in family decisionrmaking, but

instead, may suggest that the husband's work skills or the husband's long

run financial contribution to the family is deemed more important by fami-

lies than that of the wife.

6. Employment Experiences Between October 1973 and October 1974

For single males and females, recent experience in the labor market

has a significant effect on the likelihood of mobility. Weekly earnings,

averaged over calendar 1974, reflect another

associated with a location change. The hiqher

higher must be the expected earnings in order

pecuniary opportunity cost

the earnings at origin, the

to induce a move. However,

the chances of finding a higher paying job are lower, the higher are the

origin wages, holding skills constant.

The number of weeks of recent employment is another indicator of

attachment to the current job location. A worker who has experienced a

more stable pattern of employment is expected to be less inclined to for-

sake such a situation, and the data are consistent with this

relationship. The number of jobs held over the recent past measures the

incidence of multiple job holding as well as the number of job changes per

se. The negative coefficient suggests that workers Who either have several

jobs or move from job to job within the local labor market are more commit-

14d to their current location. Perhaps the information on job vacancies

(where to find them, requirements, and remuneration) acquired by mobile

workers can be viewed as a location-specific stock of information that

would be lost if a move were undertaken. For married females, the recent

labor market history does not seem to matter. The interdependence with

Ai)
4..0

-130 -



unobserved hutband's labor force experience and possibly the dominance

effect nay partly explain this lack of significance.

Finally, the ratio of the husband's earnings to familY labor earn-

ings is included in quadratic form. These two variables are intended to

capture Whether or not migration is more likely when famlly earnings are

derived principally from one spouse (either a low or high ratio). The

tied-mover hypotheses described in ihe literature review predicts that

families are least likely to migrate when both spouses have a vested em-

ployment interest in the origin location. Fut differently, the probability

of a move is lower if both jobs are of equal financial importance to the

family than if only one spouse's earnings is crucial. Tbe former implies

that two jobs would probaklY he sought out with a move whereas the latter

suggests that only one would be. The data, however, are not supportive of

the Mincer (1978) tied-mover hypothesis. Neither variable has a signifi-

cant coefficient. The equation was also reestimated without the labor

force variables of either spouse to minimize any multicollinearity but

again, the results were disappointing. Taking the estimated coefficients

at face value, we t00% the first derivative with respect to the two income

ratio variables to calculate the ratio at which predicted migration would

be at a minimum. The calculations yielded .40 as the minimum value Which,

if the insignificance were ignored, would indicate that migration was least

likely When both spouses contributed roughly the the same proportion to

family income.

7. Influence of 1972-1974 Migration

One of the most repeated findings in the demographic literature is

that past moves are postively correlated with future Moves. Our samples,

-1 3 1-
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including married males in this case, are no exception. EVen at a very

young age, migration appears to beget migration. Those who did not move

during 1972-74 are much less,likely to move in 1974-76, suggesting that a

location equilibrium existed then and continues to exist into the next

two-year period. An attempt was made to discern Whether or not multiple

moves made during 1972-74 had a differential impact on subsequent moves

versus once-only movers. DaVanzo (1978) has found a useful and significant

distinction between multiple movers who migrate to yet another location and

those who move again, but return to an earlier location. This was tested

using information on three-digit zip codes for the 1972 and 1974

locations. If two moves had occurred during the first analysis period and

the 1972 and 1974 three-digit zip codes were the same, then it was assumed

that a "return" move was made. Otherwise, a "repeat" move was presumed to

have occurred.

The estimated coefficients are highly significant for all three

samples and clearly indicate the tie between past and future mobility. In

all cases, previously immobile persons have a much :lower probability of

moving than similar persons who have moved at least once in the recent

past. For single males and females, there does not appear to be any dif-

ference between the number and type of past moves and the likelihood of

moving again during 1974-76. Married male and female respondents, however,

demonstrate a much smaller likelihood of migrating if they had recently

moved and then returned to their 1972 location (as defined by three-digit

zip codes). For married males, there is also a distinction between repeat

migrants and those Who returned or moved only once during 1972-74. The

results for married households correspond closely with DaVanzo's findings

which were estimated for white, husband-wife families contained in the

Michigan Panel Study of 4 ncome Dynamics. Our results imply that the

-13211 /



a
TABLE 10

'AGIT COEFFICIENTS ON THE PROBABILITY OF SINGLE MALES AHD FEMALES

MOVING: 1974-1976

(absolute value of asymptotic t ratios in parentheses)

Predicted

Variable Logit Coefficienta Probability
b

(MIG) Chi-sguarec

Overall E/POr -5.531

Community Income .001

ComMunity Type
Rural -.141

Small City -.016

Medium City .121

Large City .028

Very Large City .040

Parents' SES .265

YRS Residence in HS Location

Counselor-Student
Ratio -.17

% HSGs in College -.00

% HS Dropouts .0 6

-.217
.118

.293

.166

.255

HS Program
Gen/Academic f f

.087

Voced -.177

RS Grade Average

HS Leader
Yes

No

.005

.127

-.043

(3.53)**

(0.02)

.130,,

.103

.081

.103

1.85

(1.12) .091

(0.17) .102

(1.03) .115

(0.24) .106

(0.27) .107

(2.66)*** .088, .120

13.34***

(3.47)*** .085

(1.06) .114

(2.42)** .133

(0.91) .119

(1.43) .129

(0.62) .106, .100

(0.54) .100, .106

(0.76) .108, .098

3.64

(1.91)** .111

(1.91)" .088

(0.49) .100, .106

1.74

(1.32) .115

(1.32) .099

(Continued)



TABLE'10 (Continued)

Variable Logit Coefficient°

Predicted
Probability

b
(MIG) Chi-square

c

Received Degree:
RS-10/73

.05

Yes -.036 (0.22) .100

No .004 (0.22) .103

Received Degree:

10/73-10/74
.43

Yeg -.085 (0.66) .095

No .016 (0.66) .105

Av. Aptiiede Score .020 (1.80)* .091, .116

Race/Sex
.96

Nonwhite female .098 (0.53) .112

Nonwhite Male -.146 (0.69) .090

White Female .035 (0.50) .106

White Male -.033 (0.42) .100

Roomate
4.96*

Live Alone .098 (0.64) .
.112

With Parents -.078 (2.07) " .096

With Friends .236 (2.10)** .127

Labor Force States: 10/74
19.86***

Employed -.346 (2.19)** .075

Empl, Searching
(S) -.212 (1.35) .085

Empl, Willing to
Move for Job(M) -.054 (0.55) .098

Empl, SQM .179 (2.02) .121

Unemployed .196 (0.65) .123

Unempl, M .764 (3.45)*** .195

Not in Labor
Force, M .389 (1.17) .145

Not in Labor
Force -.005 (0.01) .102

Average Weekly
Earnings: 1974 ....079 (1.91)* .126, .064

(Continued)

.1.
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TABLE 10 (Continued)

Variable Logit Coefficienta

Predicted
Probability

b (MIG) Chi-squarec

Jobs: 10/73-10/74 -.019 (1.92)* .126, .084

II Weeks Empl:

10/73-10/74 -.009 (1.91)* .115, .092

Past Moves: 1972-197,*
125.72***

No Moves -.249 (11.14)*** .082

One Move 1.116 (8.72)*** .260

Repeat Moves 1.483 (5.65)*** .336

Return Moves 1.213 , (5.64)*** .279

Constant .189 (0.18)

2d
R .145

Chi-squarec = 361.920***

3093

a: Coefficients for categorical variables indicate group differences

from the sample mean and are standardized so their weighted sum

equals zero.

b: Predicted likelihood of MIG is conditional on other explanatory

variables being constrained to their mean values. Por a continuous

variable, the predicted probability is evaluated at + 1 standard

deviation from its mean. The predicted probability of PUG is .103

When all explanatory variables are set eaual to their respective mean

values.

Chi-square statistic is with respect to the null hypothesis that the

predicted probability of MIG is equal across all groups of a

categorical variable.

d: R2 is not maximized in the MLE logit model. The calculated R
2 is

equal to the percentage difference between the geometric means

calculated respectively from the predicted MIG probabilities and the

observed sample frequencies for searchers and nonsearchers, taken

with respect to one minus the geometric mean of the sample

frequencies.

: 10% level of significance, two-tailed test.j.

51 3.evel of significancc, two-tailed test..

**I 1% level of significarice, two-tailed test.
\.
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TABLE 11

LOGIT CGEFFICIENTS ON THE PROBABILITY OF MARRIED PrMALES

MOVING: 1974-197e

(a)solute value of asymptotic t ratios in parentheses)

Variable Logit Coefficienta

Predicted

Probability
b

(MIG)
Chi-sguarec

Overall E/POP -2.136 (0.77) .063, .052

Community Income -.023 (0.32) .060, .055

Community Type C
11.90"

Rural -.738 (Z.84)*** .028

Small City .314 (1.93)** .077

Medium City .409 (1.94)** .084

Large City -.174 (0.73) .067

V. Large City -.261 (0.74) .045

Parents' SES .338 (1.68)* .047, .070

YRS Residence in ES Location
8.04*

> 18 -.153 (1.33) .050

11-18 -.085 (0.38) .053

5-10 -.009 (0.03) .057

3-4 .788 (2.59)*** .118

1 2 .:15 (0.98) .077

Counselor-Student
Ratio -1.260 (2.12)** .074, .044

% HSGs in College -.007

% HS Dropouts -.010

(1.07)

(0.64)

.064,

.067,

.051

.053

HS Program
-

1.15

Gen/Academic -.101 (1.07) .052

Voced .145 (1.07) .006

'HS Grade Average -.027 (1.32) .067, .049

RS Leader
1 4.26"

Yes .340 (2.06)" .079

No -.141 (2.06)" .050

-136-
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TABLE 11 (Continued)

Variable Logit Coefficient°

Predictlil

Probability (MIG) Chi-sguarec

Received Degree:

HS-10/73
1.10

Yes -.403 (1.05) .039

No .040 (1.05) .060

Av. Aptitude

Score .049 (2.02)** .043, .077

Race
1.33

Nonwhite -.329 (1.15) .042

White .074 (1.15) .061

Spouse's ED
.56

< HS .195 (0.66) .069

HS -.049 (0.40) .055 '

HS Si Voced -.056 (0.25) .054

> College .036 (0.19) .059

Any Kids
.89

Yes .157 (0.94) .066

No -.090 (0.94) .053 37.07***

Spouse's Employment Status

Employed -.200 (6.09)*** .048

Not Employed -1.343 (6.09)*** .189

Labor Force Status -10/74
13.89 *

Employed -.621 (2.28) .032

Empl, Searching (S) .269 (1.06) .044

Empl, willing to
move for job (M) .185 (0.59) .068

Empl, SGM .175 (0.64) .068

Unemployed .659 (2.23)** .105

Unemployed, M .420 (0.72) .085

-Not in Labor
Force., H .961 (2.24)** .137

Not in Labor Force .079 (0.30) .062

I Jobs Held: 10/73
10/74 .004 (0.21) .056, .059

(Continued)
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TAB1. 11 (Continued)

Variable Logit Coefficient!'

Predicted
ProbabilityA" (MIG) Chi-squarec

Weeks Empl. 10/73

10/74 .014 (1.51) .044, .074

Patio of Spouse to
Family Income -.1.245 (0.76) .084, .039

Ratio of Spouse to
Family Income- Sqd. 1.512 (0.85) .038, .085

Av. Weekly Earnings

1974 -.028 (1.77)* .215, .013

Past Moves: 1972-74
89.37***

No Moves -.422 (9.02)*** .03844,

One Move 1.801 (8.08)*** .269

Repeat Moves 1.675 (4.08)*** .245

Return Moves .376 (0.63) .081

Constant -.807 (0.40)

R
2d = .288

Chi-squarec = 277.250***

N . 1200 k

a: Coefficients for categorical variables indicate group differences

from the sample mean and are standardised so their weighted sum

equals zero. (number of observations in parentheses)

b: Predicted likelihood of MIG is conditional on other explanatory

variables being constrained to their mean values. For a continuous

vaxiable, the Predicted probability is evaluated at + 1 standard

deviation from its mean. The predicted probability of MIG is .057

when all explanatory
variables are set equal to the respective

values.

c: Chi-square statistic is with respect to the null hypothesis that

the predicted probability of MIG is equal acrOss all groups of a

categorical; variable.

d: R
2 is not maximized in the MLE logit model. The calculated R

2
is

equal to the percentage difference between the geometric means

calculated respectively from the predicted MIG probabilities and

the observed sample
frequencies for searchers and nonsesrchers,

token with respect to one minus the geometric mean of the sample

frequencies.

10% level of significance two-tAiled test.

'5% level of significance twotailed test.

" lawal 'Of miemificanee twortailed teat.



TABLE 12

LOGIT COEFFICIENTS ON THE PROBABILITY OF KARRIED MALES

MOVING: 1974-1976
(absolute value of asymptotic t ratios in parentheses)

Variable Logit Coefficient
a

Predicted
Probability

b
(MIG) Chi-squarec

Overall E/POP -3.482 (0.72) .033, .023

Community Income -.018 (0.15) .028, .026

Community Type
3.75

Rural -.634 (1.46) .015

Small City .210 (0.69) .034

Medium City -.211 (0.40) .022

Large City .584 (1.46) .048

V. Large City .426 (0.66) .041

Parents' SES .321 (1.50) .022, .034

YRS Duration in HS Residence
1.05

> 18 -.034 (0.15) .026

11-18 -.043 (0.11) .026

5-10 -.074 (0.16) .025

3-4 .550 (1.00) .047

< 2 ,
-.160 (0.21) .023

Counselor-Student
Ratio -.175 (0.15) .028, .026

tHSGs in College -.004 (0.32) .029, .025

141SADropouts -.025 (0.88) .033, .022

HS Pr&gram
.38

Gen/Academic .106 (0.62) .030

Voced
-.191 (0.62) .023

HS Grade Average -.044 (1.14) .036, .021

HS Leader
4.53**

Yes .683 (2.13)** .053

No -.247 (2.13)** .022

Rec'r,!1 Degree:

10/73-10/74
.33

Yep .251 (0.57) .035

No! -.041 (0.57) .026

(Continued)



TABLE 12 (Continued)

Variable Logit Coefficient
a

Predicted
Probability

b
(MIO) Chi-squarec

Average Aptitude

Score .057 (1.37) .019, .039

Race
.05

Nonwhite -.135 (0.23) .024

White .029 (0.23) .028

Spouse's Ed
3.31

<HS .186 (0.39) .033

HS .007 (0.04) .028

HS & Voced -.786 (1.3e) .013

> College .611 (1.29) .049

Spouse's Empl. Status
.11

Employed -.094 (0.33) .025

Not Employed .109 (0.33) .030

Ratio of Spouse to
Family Income 3.068 (0.87) .015, .049

Ratio of Spouse
to Fam. Ins.-Sqd. -1.616 (0.31) .032, .023

Respondent's Empl.

Status-10/74
.07

Employed .011 (0.27) .028

Not Employed -.271 (0.27) .021

Search Status: 10/74
.07

None -.236 (0.50) .022

Searching (S) .344 (9.68) .038

Willing to Move (M) .366 (1.19) .039

S and M -.389 (1.19) .019

Own Wkly Earnings:
1974 -.009 (0.07) .028, .027

I Jobs: 10/72-10/74 -.013 (0.:!8) .029, .026

(Continued)



Th8LE 12 (Continued)

Variable Logit Coefficient
a

Predicted
Probability

b
(MIG) Chi-aquarec

Wks. Empl.
10/73-10/74 -.021 (0.85) .033, .023

Past Moves
46.59***

None -.414 (6.56)*** .018

One Move 2.676 (5.23)". .293

Repeat Moves 3.146 (3.95)*** .396

Return Moves 1.579 (1.65) .120

Constant .251 (0.07)

R
2d .001

Chi-squarec 105.34***

= 580

a: Coefficients for categorical variables indicate group differences

from the e_mple mean and are standardized eo their weighted stir

equals zero.

Predicted likelihood of MIG is conditional on other exPlanatory

variables being constrained to their mean values. For a continuous

variable, the predicted probability is evaluated at + 1 standard

deviation from its mean. The predicted probability of MIG is .027

when all expalantory variables are set equal to their respective

mean values.

c: Chi-square statistic is with respect to the null hypothesis that the

predicted probability of MIG is equal across all groups of a

categorical variable.

d: R2 is not maximized in the M1E logit model. The calculated R
2 .

equal to the percentage difference between the geometric means

calculated resepctively from the predctf...1 MIG
probabilities and the

obserVed sample frequencies for searcht.rs and nonsearchers, taken

with ,respect to one minus the geometrsc mean of the sample

frequencies.

41: 10% level of significance, two-tailed test.

5% level of significance, two-tailed test.

1% level of significance, two-tailed test.
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number and purpose of recent location changes are not as relevant in fore-

tating subsequent changes for single persons as for married persons.

F. SUMMARY OF THE EMPIRICAL RESULTS

The migration analysis for the two time periods provides a number

of new insights into what prompts young persons to move. The analysis

extends the results of previuus research in its focus on youth, by strati-

fying the sample by sex and marital status of the respondent., and by in-

cluding several explanatory variables that have heretofore been ammitted

all together. The results for the two periods are as follows.

First, despite repeated attempts to discover potential interaction

effects, race did not appear to play a significant role in influencing

migration, either by itself or in conjunction with other variables. There

were some scattered male-female differences, but by and large, the esti-

mates are more supportive of a neutral effect. In general, there is little

in our conceptual model that would lead to widespread race-sex differences

after controlling for other factors. The empirical results tend to support

the idea that race-sex differences are not widespread.

Second, recent high school graduates exhibit a pronounced degree of

responsiveness to labor market signals, especially as measured by the local

employment-population ratio. This finding is important in demonstrating

that youth are aware of market opportunities and behave accordingly. These

results stand in contrast to some earlier research findings which indicate

that young persons are ignorant of relevant labor market information and/or

ye,
do not act in a rational fashion. While the estimates cannot tell us Whe-

ther or not the behavioral responses are optimal, they do stiggest that

1"1



education and labor policies designed to provide more/better market infor-

mation will have a positive impact because the basic behavioral response is

present.

Third, the historical movement away from rural areas is not taking

place during the 1972-76 period under investigation. Migration away from

sparsely populated areas is no more likely than what occurs for the average

sample member (in fact, it is less likely for married households), although

smaller cities tend to lose young people and larger metropolitan areas tend

to retain young people.

Fourth, the socioeconomic background of graduates has a positive

influence on migration that persists over the four years following high

school. Just as family SES seems to influence other forms of behavior,

such as educational and labor 'market attainment, so the home environment

represented by the SES variable also imparts a lasting influence via the

likelihood of moving.

Fifth, the number of years in residence at the 1972 high school

location exerts a strong impact on the probability of migration. This

empirical finding provides an intriguing link between past geographic mo-

bility as a dependent family member and future mobility as an independent

household unit. This result represents the first time that the hypothe-

sized tie between childhood migration and subsequent movement as a young

adult has been demonstrated empirically. The relationship indicates that

mobility, to a certain extent, represents an acquired predisposition due

possibly to increased knowledge and decreased.psychological inhibitions to

moving away from a known environment. A second and equally relevant expla-

nation for this impact is that location-specific assets (friends, knowledge

of local job vacancies) are related to the length of time that someone has



resided in a single location.

Sixth, and similar to the above, a recent move (between June 1972

and October 1974) is strongly correlated with a future move (between

October 1974 and October 1976). Part of this tie may be explained by an

unobserved mobility preference, and part may be due to place-specific in-

vestments in information and friends that are undolibtedly related to years

in residence.

costs of moving.

Seventh, the high school experience has an influential role in

stimulating migration which, however, appears to diminish overtime. Both

the social and institutional environment of the high school, When taken as

a whole, suggest that access to job-location information is a significant

determinant of geographic mobility. The college attendence of former stu-

dents, staff-student ratios, and,participation in special educational pro-

grams provide a consistent pattern of evidence that the school environment

is influential and can be altered so as to encourage or discourage migra-

tion.

The smaller are the place-specific assets, the lower the

Eighth, there are significant differences between single and

married respondents. For males, marriage inhibits mobility, while for

females, the opposite is found. The former relationship is consistent with

a priori expectations in that husband-wife families are likely to be more

socially and economically integrated inth the local area, thus increasing

the opportunity costs of a contemplated move. The latter association might

be explained by the tendency of single females to stay close to relatives

for socioeconomic support and to move away with their husbands when they do

marry (their husbands ray have unobserved characteristics that would dic-

tate a move). :":"



Ninth, verbal and mathematical aptitude, as measured by several

short tests in 1972, is estimated to play a significant role in explaining

the occurrende of long-distance moves. This finding is consistent with the

maintained hypothesis th* the ability to acquire and assess job oppor-

tunities in distant locations is a critical element that underlies the

likelihood of migrating.

Tenth, labor force status and employment experience during the

recent past have a substantial impact on the probability of moving. Indi-

viduals without jobs, few weeks of past employment, and low wages are more

likely to move than employed, higher paid workers who have strong employ-

ment ties in the origin labor market. All of these estimated effects rein-

force the notion of economic opportunity costs and underscore the strong

1

interrelationship between labor market behavior and geographic mobility.

(The estimated importance of current job search and a willingness to relo-

cate to obtain a job contribute to the argument that job-location changes

represent an important behavioral nexus that Warrants further investigation

by researchers.
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FOCTNOTES

1. Because there were four surveys administered, we could have divided

the 4 lit year period into three sections. However, it was concluded
that little extra insight would have been gained.

2. A single exception is that the occurence of a marriage is used to

predict migration. This variable is not crucial to the analysis,

but is used to test an hypothesis asserted by Mincer (1978) that
migration and recent marriage are positively correlated. Because

causality almost certainly runs from marriage to migration, there is

no danger of simultaneity bias in including the former as an

explanatory variable. With regard to using the estimated model to

predict migration for policy programs, the "recent marriage" term

would have to be excluded because it is not observable.

3. A disadvantage of using 1970 Census data is that changes over time

are not captured. This becomes a problem when the labor market
differences recorded in 1970 cease to be valid due to variable

shifts in local economic conditions. However, there are no

available data that measure such changes with the exception of major

U.S. cities. It is our contention that significant 'structural

differences among local labor markets in 1970 are likely to persist

until 1975 and for the purposes of interarea movement, the strutural

cross-section variation is more important than temporal intra-

section variation.

4. Community income was calculated by multiplying the midpoint of each

income interval by the respective number of families for each three-

digit zip code area. To the extent that young workers are sUbject

to money illusion, the use of a nominal rather than real income

measure is warranted. Unfortunately, the data do not permit a test

between real and nominal income measures.

5. The SES variable is a continuous index composed of parental income,

father and mother's educational attainment, father and mother's

status, and certain characteristics of the home environment such as

reading material, cars, presence of televisions, dishwashers, and so

forth. The index is Iseful not only in capturing the general notion

of socioeconomic status, but its construction permits us to retain a

large number of observations that ordinarily would have been eli-

minated because of Missing data, had the SES components been used

separately.

G. In the 1972-1974 migration analysis, we experimented with different

E/POP variables which were measured separatly for whites and non-

whites and for males and females (rather than using a four-way

classification). Also attempted were measures for all 16-21 year

olds, 16-21 year olds out-of-school, and an E/POP with respect to

the overll three-digit population. Of interest is that the more

1 4 6 -
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precisely was the E/POP measured for the sample subgroups, the

greater the level of statistical significance. In fact, for most of

the more general measures, the estimated coefficients were insigni-
,

ficant.



CHAPTER %a

THE EMPLOY,NT AND EARNINGS /MPL/CATIONS OF YOUTH MIGRATION

A. INTRODUCTION

/
This chapter examines two important economic implications of youth

/

migration: (14 the'impact on employment, and (2) the impact on wage growth

experienced ,uring the third and fourth years following high school gradu-

/

ation (Octibor 1974 to October 1976). In this focus on the effects of

to Chapter V whichgeographic mobility, this chapter represents the sequel

examined the causes of youth migrationo In what follows, the sample is

described in section B, some key methodological issues ate identified in

section C, the employment analysis is discussed in section D, the wage

analysis is presented in section E, and the results are summarized in sec-

tion F.

The social importance of migration is predicated on its hypothe-

sized role as an equilibrating mechanism. This observation holds regard-

less of whether geographic mobility is viewed as aisafety valve to release

social pressures due to overcrowding, as ah activity to redistribute de-

mands for political, social, and environmental services, or as mechanism to

allocate human resources to their most productive uses. Our study conden-

trates on the latter phenomenon in an effort to deiermine if workers move

from areas with low job opportunity and low wage rates, to labor markets

offering more favorable conditions for working. According to the compe-

titive theory of the labor market, individuals move from one location to

another in-40er to make themselves better off. To the extent that this

_occurs, both households and the overall economy reap pecuniary andlor non-

pecuniary benefits (apart from externalities). However, under conditions



of imperfect inform...tion, the viability of migration as an efficient allo-

cative mechanism cannot be assumed. In fact, the question of whether or

'mot workers recognize, learn of, or respond to market signals has been a

major stimulus to the development of search models which have been used to

analyze both the determinants and implications of search, quit, and migra-

tion activity (see Chapter III). Chapter V investigated the caues of

migration and found that recent high school graduates exhibit a significant

sensitivity to local labor market conditions, their labor force experience,

and personal characteristics in forming their mobility _decisions. However,

movement away tfrom the origin is only half the spry, for if migration is

1

to pey, the choice of the destination must lead to a positive net gain. Jf

io, then migration can be viewed as a proauctive activity, undertaken at a

cost, but yielding a positive return.

The time period of the analysis is bollnded by October 1974 and

A

October 1976. The employment section examines the probability of being

employed in October 1976, especially with respect to the impact of migra---,

tion occuring between the 1974-76 period. Transition rates between one

employment status and another are als/o estimated. The wage analysis exa-

mines the two year percentage change in wage rates that took,place between

October 1974 and OCItober 1976. In general, the prindipal findings of these

two analyses offer strong empirical support that migration yields a posi-

tive benefit to young persons undertaking a move.

B. SAMPLE AND DESCRIPTIVE STAI'ISTICS

1. Sample

The focus of this analysis is the economic repercussions of migra-

tion undertaken by recent high achool graduates. Hence, all members of the

i..



C.

42'
ks,

sample had to have graduated from high school no later than September ,of'

1972. Because the ogentation is toward labor market experiences in the

private sector, the study excludes persons from the sample Who were in the

military. For the employment analysis,, the military filter is imposed for

October 1976. For the wage change analysis, the military filter is applied

to both October 1974 And October 1976 in order to concentrate on wage

growth that is not confounded by a switch in military status. In the wage

change analysis, persons were required to have been employed at both end

points of the period (as well as have valid wage and hours data), in order

to construct a percentage wage change vari#ble.

As discusse'd below iyection C, the impact analysis is subject to

two methodological problems that have required considerable additional

analysis in order to avoid potentially biased results. To keep the project

to a manageable size, we have limited the sample in this chapter to fersons

who were reported to have been single as of October 1976 (including sepa-

rated, divorced, or widowed indivIduals).

Finally, the Sample has been further winnowed by eliminating cases

with missing responses to survey.questions used in the Analysis. The major

cause of missing response %cis that over 5,000 persons missed the 1972 sur-

vey, which contained a series of test equations used to construct an aver-

age aptitude score. This sample restruction also serves to maintain rough

comparability between the samples used in the determinants and implications

of migration analysis.

111
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2. Descriptive Stetistics

In tables 13 and 14, descriptive statistics are presented. Because

the samples used in the employment and wage analyses diffej. (primarily

because the latter Lmposes an October 1974 employment requirement), the

samples vary considerably in size. Therefore, separate sample statistics

aie presented for the variables used in the respective analysis sections.

Although the following statistics are generally self-explanatory, a

few observations should be made. First, the E/POP variable is constructed

with 1970 Census data and it measures the employnent-population ratio for

all persons aged 14 years and aver within the three-digit zip ccde in Which

a respondent lived as of October 1976. Because of the elapsed' time since

the 1970 Census, it was decided to restrict our measure to one that (1)

better reflected the typical age of the NLS-72 class (most were about 22'

years of age), and (2) was,less susceptible to temporal fluctuations be-

cause of the larger population base used to construct an'overall E/POF as

opposed to an E/POP based only on the 16=21 year old population within each

three-digit zip code.

Second, the reader should be reminded that the NLS-72 sample is

drawn more heavily from the South and North Central regions than from the

Northeast and West. Also, the sample tended to reside, as of their senior

year in high school, in relatively less-populated areas than4,the general

population. In the analysis, an effort was made to account for this geo-
,

graphic distribution, but the control variables often proved to be of

little statistical significance.

With regard- to the employment analysis, table 13 provides some

interesting descriptions. Th proportion of employed person5 rises from 78



percent in October 1974 to 86 percent in October 1976. However, this ap-

parent increase is due primarily to the sample filter (non full-time stu-

dents) that was enforced only for the later date. Approximately 14 (16)

percent of the sample migrated over 100 (50) miles during the two year

period. Less than one-half of the moves were reported to be for

job-related reasons, while the remainder were made for other reasons (per-

sonal, geographic preferences, school). Job transfers made up only a very

small number of -all moves. A considerable fraction of the sample had

earned some form of postsecondary education (PSE) degree by October 1976,

with certificates being the most frequent PSE attainment. Finally, the

predicted probability of migrating over 100 miles between October 1974 and

October 1976 for the sample is 14 percent, a figure that is in close accord

with the actual sample proportion. The predicted value is based on the

Chapter V results and is used in this chapter as an instrumental variable

to control for potential endogeneity (see section C).

With regard to the wage change analysis, the sample statistics are

presented in table 14. Note that the sample size has dropped considerably,

from 4157 cases in the employment analysis (3587 of whom were employed in

October 1916), to 2196 (a drop that largely reflects the October 1974 em-

ploymrt requirement). The average hourly wage rate was $3.00 at the be-

gihning.of the two-year period and $3.88 at the end, representing an aver-

age gain of $.79 or a 25.6 percent increase (or equivalently, a continuous

'annual growth rate of 11.4 percent). For recent high school graduates who

remained employed, the data suggest that this subset of young workers fared

relatively well in the labor market. The standard errors associated with

the above mean values, however, indicate that the favorable wage rates and

wage growth were by no means uniform across the sample.

-152-
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TABLE 13

DESCRIPTIVE STATISTICS FOR THE OCTOBER 1976 EMPLOYMENT ANALYSIS

(Sample proportions or means with standard deviatOns in parentheses)

Variable Statistics (nm.4159)

Zip Code E/POP Ratio /
0.56 (0.05)

Zip Code Community Income ($1000s) 11.33 (2.30)

Community Type - 1976

Rural
0.17

Small City 0.24

Medium City C. 20

Large City 0.23

Very Large City 0.16

Parents SES -0.01 (3.53)

Rage/Sex
Nonwhite Male 0.11

Nonewhite Female 0.11

White Male 0.41

White Female 0.34

High School Program \

General/Academic \
0.70

Voced 0.30

Average Aptitude Score 49.01 (7.33)

High School Grade Averae 76.35 (6.62)

High School Leader 0.25

Earned PSE Certificate 0.16

Earned PSE License 0.07

Ear4ed PSE Voced Degree 0.06

Earned PSE Jr. College Deg ee 0.06

Earned PSE "Other" Degree 0.03

Migration > 100 miles
(OctOber 1974-October 1976)
Job Related Move 0.05

Job Transfer
0.01

Other Reason
0.08

t.i.o Move
0.86
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TABLE 13 (Continued)

Variable
Statistics (ns4159)

October 1974 Employment Status

Student, Employee
Student, not Employed
Won-student, Employee
Non-student, not employtd

In the Military

0.17

0.12
0.58
0.10

0.03

Migration during 6/72-10/74

None
0.80

1 Move
0.15

2 Moves-repeat
0.02

2 Moves-return
0.03

Employment/1974-76 Migration Status

Employed, job related move
Employed, lob transfer
Employed, other reason for move

Not Employed, job related move

Not Employed, other re,son for move

Employed, no move
Not Employed, no move

0.03
0.01

0.05

0.02

0.02

0.68
0.18

SOURCE: Mathematica Policy Research, Inc.



TABLE 14

DESCRIPTIVE STATISTICS FOR THE CCTOBER 1974 - OCTOBER 1976

WAGE CHANGE ANALYSIS

(sample proportions or mean= .fiith standard deviations in paientheses)

'lriable
k Statistics (n=1773)T

Log (4-74) 1.13 (0.37)

Actual W-74 3.08 (1.44)

Log W-76 1.35 (.37)

Actual W-76 3.87 (1.44)

Nonwhite Male 0.-11

Nonwhite Female 0.09

White Female 0.36

(White Male)a 0.44

General/Academic HS Program 0.65

(Voced HS Program) 0.35

Socioeconomic Status of Parents -0.18 (0.62)

Aptitude Score 48.88 (6.80)

Earned PSE Certificate 0.16

Earned PSE License 0.07

Earned PSE Voced Degree 0.04

Earned PSE Jr. College Degree 0.04

Earned PSE Other Cert./Degree 0.03

No. Weeks Employed - 10/73 to 10/74 45.14(13.15)

No. Weeks Employed - 10/74 to 10/76 92.87(19.20)

10/76 Job Started in 1975
10/76 Job Started in 1976
(10/76 Job Started before 1975)
1972-74 Mign.tion, Job Stal : 1975

1974-76 Migration, Job Start in 1975
1974-76 Migration, Job Start in 1976
(No 1972-74 Move, Rural Resident)
No 1972-74 Move, Urban Resident
12-4-12 1972-74 Move, Urban Resident

R-+U 1972-74 Move
U4'12 1972-74 Move
U-0-U 1972-74 Move
(No 1974-76 Move, Rural Resident)
No 1974-76 Move, Urban Resident
Jr+R 1974-76 Move
R U 1974-76 Move
tr+ R 1974-76 Move
U-*U 1974-76 Move
Lambda

0.16

0.28
0.57

0.04
0.01

0.04
0.45

0.45
0.03

0.03
0.01

0.03
0,43

0.52

0.01

0.01

0.02
0.69 (0.20)

SOURCE: Mathematics Policy Research, Inc.

a: Dummy variables excluded from the regression equation are in

parentheses. 1 Lori
1 . 1



Also of interest are the job experience variables. Over 40 percent

of the sample started their October 1976 job during 1975 And 1976, suggest-

ing rather short tenures for a large segment of the sample. "The average

weeks of employment during the 1974-76 period (46 weeks) indicates that, on

average, almost 15 percent of the year is spent without a job.

C. METHODOLOGICAL ISSUES

The purpose of this chapter is to estimate the impact of migration

on two measures of labor market experiences, employment and wage growth.

The most straightforward approach is to specify employment and wage rate

equations and to regress the observed dependent variables onviespective

vectors of independent variables, including migration. The
Y
oefficient

Iestimated on the migration dummy variable could then be interp eted as the

predicted mobility impact. Despite tne attractiveness oflich a direct

approach, a simple comparison between migrants and non7igrants based on a

linear regression model (in the case of wage change) or logit model (in the

case of employment) is subject to posible "selectivity bias" fram two dis-

tinct sources. The first of these problems affects both the employment and

wage change analyses. Basically, it arises fram the fact that in the de-

cidedly non-experimental setting of the labor market, the "treatment" of

migration is based on self-selection. One would like to be able to inter-

pret the coefficient of the migration variable in the wage change model as

!in indicator of what would have happended to nonmigrants had they migrated,

and vice versa. If the propensity to migrate is affected by unobservable

factors that are also correlated with employment anc . wage levels, then

misleading inferences may follow from standard statistical analysis.



scs,

In the case of migration the direction of bias is unclear. On one

hand, the estimated effect of migration may be biased upward because the

persons who choose to migrate arp precisely those who have the most to gain

from migration, in terms of both employment and wage opportunities. This

scenario is suggested by the traditional theory of labor markets. On the

other hand, the persons who are most mobile may be those who would have

experienced relatively poor labor market opportunities whether or not they

moved, .on account of, say, low human capital. If these determinants of

labor market opportunity are partly unobservable, as is almost surely the

case, downward bias will result. It may also be the case that both of

these effects are in play, but effectively offset one cnother.

Wu (1973) has developed a statistical test for the presence of

these effects. It consists simply of including both the actual and pre-

dicted values of the.migration variable as regressors, and then performing

a standard statistical test.'on the coefficient of the predicted value. We

applied this test, using predicted values generated by the results pre-

sented in Table 10 in Chapter V.

The second selectivity problem pertains only to the wage change

analysis. Because the estimation focuses on observed wage rates, persons

who were without jobs at either the beginning or the end of the period are

necessarily excluded. Traditional labor market theory posits that the

probability of employment is systematically correlated with the wage

rate. When the sample to be analyzed is selected on the basis of the value

of the dependent variable or another variable that is correlated therewith,

all estimated coefficients are potentially biased and incoasistent; the

direction of bias is generally indeterminate.

("1
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Heckman (1979) suggests a technique which can be used to obtain

consistent coefficient estimates; this technique is explained in detail in

Appendix B. Basically, the technique consists of first estimating a sample

inclusion equation and then using the estimates to construct a new inde-

pendent variable that corrects for differences in the probability of being

in the sample. In our case, this is the joint probability of being em-

ployed, not a full-time student, and nonmilitary for both October 1974 and,

October 1976. By controlling for this source of sample selectivity, the

migration coefficient estimates the direct impact on wage change, condi-

tional on a worker being employed.

D. IMPACT OF MIGRATION ON THE PROBABILITY OF EriPLOYMENT

1. General Discussion

This section focuses on the likelihood of employment as of October

1976. The analysis examines the influence of a number of factors that

Include family background, high school experience, demographic character-

istics, and human capital investments such as postsecondary education and

recent migration. Tbe analysis also estimates transition rates between

October 1974 employment status and October 1976 employment.

The probability of an individual being employed at a point in time

is a function of a nuMber of influences. Conceptually, this probability

can be modeled within a job search framework in which potential workers and

.firms are presumed to be looking for luitable matches. Concentrating on

worker behavior, Chapter IV develops a model of job-location search and

mobility, where individuals are presumed to set a minimum acceptable wage

rate which a job offer must exceed in order to be acceptable. The optimal

/1

acceptance wage is determined by a number of factors, including market
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conditions, individual discount rates, search ability, and expectations of

;the returns to search activity. The value of wage offers expected 'to be

elicited through the search process are largely dependent on an indivi-

dual's endowment of marketable skills (i.e., human capital).

Within this context, if an individual is observed to be employed,

then it is assumed that, some wage offer was found that was also

acceptable. The converse would hold if a worker were not emoloved. Hence,

the probability of employment can,be interpreted as the probability that a

worker encounters an acceptable job offer. The dichotomous employment

variable is used as the dependent variable in place of wage offers and

acceptance wages because the latter are unobserved in the data.

The above discussion provides a framework within which to motivate

and interpret an employment equation. In general, factors that encourage

an individual to search and affect the likelihood that a given search

effort will lead to employment, can be grouped into several major compO-

nents. In the discussion that follows, (1) the hypothesized relationship

between these factors and employment are discussed. (2) the empirical mea-

sures are described, and (3) the empirical results are interpreted. The

primary lines of inquiry consistent with the above are:

Lmpact of local economic conditions

Role of family background and personal characteris-
tics,

Role of high school experience/performance

Lmpact of Postsecondary education

Dmployment transition rates

Influence of migration



2. Dependent Variable Estimation Techniave

For our sample, 86 Percent were emPloved in October 1976. Recall

that the sample excludes full-time students and military personnel, al-

though part-time students are included. The sample proportion, however,

masks the lower employment among nonwhite females of 78 percent which con-

trasts with nonwhite males, white males, and white females (84, 88, and 87

Percent, respectively).

Because of the statistical problems in using a dichotomous dePen-

dent variable in a regression equation, a nonlinear procedure should be ;

used. We use a logit model (a probit routineis eaually valid and produces
b

nearly identical results), which is a TWAXiMUM likelihood routine that Pre-

dicts an S-shaped curve bounded by 0 and 1, and produces efficient and

unbiased Panameter estimates (see Appendix A for further discussion).

The estimated logit results are presented in the following

tables. To help the reader in using the tables, several point .. that were

made in Chapter V should be reiterated here. First, the employment eaua-

tions are estimated by a logit model in which the dependent variable

actually used is the log-odds of being employed (E):

[Pr(E)

1-Pr(E)
XB

(nxk)
X data matrix
(kxl)

vector of coefficient parameters.

Because tHe estimated parameters in column one of the tables are with re-

spect to the log-odds of being employed, they cannot be interpreted

directly as the change in the probability of employment, Pr(E), in response



to a unit change in an independent variable. However, the log-odds of

employment is a monotonic transformation of Pr(E); hence, the estimatei

coefficients do inaicate the direction of change for Fr(E).

Second, to facilitate drawing inferences from the logit estimates,

the predicted probabilities of employment have been calculated for plus and

minus one standard deviation from the mean of each independent variable (or

predicted group Probability for categorical variables), conditional on all

qther explanatory variables being constrained to their mean values. The

predictions are noted in column two of the tables. Third, the coefficients

on each categorical variable have been estimated so that their respective

weighted sums equal zero. Hence, there is no excluded group and the co-

l'

efficients measure the differences from the sample proportion. The asvmp-

totic chi-square statistic for each categorical variable in column three

summarizes the test of equality of coefficients across categories.

3. Sample Selectivity

As discussed earlier, there is an implicit second equation under-
.

lying the probability of employment equation namely, the decision to mi-

grate. Ignoring the potential endogeneity that exists may result in biased

coefficients estimated in the employment equation. To circumvent this

problem, an instrument for October 1974--October 1976 migration is created

on the basis of the logit model results described in chapter V. The re-

sults are used to create a predicted probability of migration variable for

each 'sample meMber.

To test for the endoqeneity of the migration variable, the employ-

ment equation is estimated with both thE actual and the predicted migration

variables. Following Wu (1973), HausMiii (1978) and Kiefer (1978), the



statistical significance of the coefficient of the predicted \gligration

variable will indicate whether or not the true migration value is corre-

lated with the error term in the employment equation. This test was con-

ducted and the null hypothesis of zero correlation between bserved migra-

tion and the disturbance term in the employment equation, ould not be

rejected, as the asymptotic t ratio of the preZicted migration coefficient

was .51. Therefore, subsequent runs were estimated without the predicted

migration value. Not surprisingly, both the coefficients and standard

errors of other explanatory variables remained Virtually unchanged when the

employment equation was reestimated without the instrumental variable.

4. Interpretation of Empirical Results

Prevailing local economic conditions are an important theoretical

determinant of employment because the level of economic activity affects

the behavior of both workers and firms. On the one hand, slack conditions

have been shown to discourage quit activity and discourage entry into (and

encourage dropping out of) the labor force because, of fewer job

vacancies. On the other hand-, a slack market increases the phance of firms

laying off workers, reducing the real wage rate offered to job

applicants. These actions, in turn, influence worker search decisions. In

combination,N.the reactions of workers and firms to economic conditions

affect the probability that a person in our sample Will be employed.

To test for this relationship, several empirical measures were

used. The first is a measure of local labor market tightness, the employ-

ment-population ratio (E/POP)-. This variable is based on 1970 Census for

all persons aged 14 years and ove:, and is constructed for each three-digit

zip code area (approximately 900 in the U.S.). An overall E/POP is used in
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place of a more narrowly defined ratio (i.e., 16-21 ypar olds) because the

typical age of our eample is 22 by 1976, and most have entered the economic.

yainstream. A second measure of the local economy is the, iverage,annual

family income calculated with 1970 Cenius data for eaCh three-digit zip

code. The purpose of this variable is to capture community wealth or in-

:

come which should manifest itself in the derived demand tar local labor. A

third measure of the local labor market is the population size of the 1976

locality of residence.. This variable, obtained from the NCES.mdata, is

intended to control for the influence of the size and possible diversity of

the geographic area on the likelihood of employment.

As indicated by the logit results, the labor market variables per-

formed poorly as predictors of employability. Because previous research

has provided substantial
:i.rerification that economic conditions do matters

,.mr results should be discounted heavily. Two explanations for the lack of

significance are: first, the 1970 Census data may be sufficiently outdated,

especially in light of the recent (1974-75) recession, so that ourpeasures

are inaccurate gauges of local variation in economic conditions. Second,

it is possible that even if the first problem did not exist, the effect of

local labor market conditions may have been dominated by the overall condi-

tions tor the national economy. Without a longer time frame and better

data we cannot distinguish between thcse two hypotheses. City size isalso

A poor predictor of employment, although residents of very large metropo-

litan areas tend to have a lower chance of being employed than similar

persons in other localities.

The role of family background and demographic charatteristics is

examined with an index of the parent's socioeconomic status (SES)' and by

I'
4. 0 I)

-163- ,-



the race and sex of the respondent. SES is based on parental income, idu-

cation, occupation, and certain aspect of the home environment. As of

1976, however, a young person's socioeconomic background does not appear to

inhibit or facilitate employment. This lack of an effect, if replicated

with other data and in different time peribds with the NCES file, could be

interpreted as good news in that a disadvantageous background does pot_ seer

to foreclose future employment possibilities. But this is only par of the

story, of coqrse, because an individual's labor market success is heavily

determined by wage rates!. hours of sic:irk, and job stability. The latter,

however, are.not the subject of this study and must be left aside for other

research.

The sample statistics indicated that nonwhite females had_sa much

lower percentage of employment than the other three race-sex groups. After

controlling for other sources of individual variation, nonwhite females hai

a significantly lower predicted probability of employment (.85) that was

much closer to the sample proportion. White males had a significant, but

only slightly higher predicted employment percentage of .90 than the sample

proportion.

The high school experience provides an interesting view of perti-

cular components of human capital. An individual's stock of human capital

is (1) a relevant determinant of search ability, hence the chance of a

successful job hunt, apd (2) as a measure of productive skills and ability

to learn new skills. EmRical measures used to capture this general

effect include high school grades (overall grade point average), high

school course of study (academic/general, voc-ed), tested aptitude (average

44

score over six tests administqred in the 1972 ICES survey)--, and high school
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leadership (whether or not a respondent was a leader ul one or more clubs,

government, or other school organisations).

Of the four high school experience variables, all but the course of

study are statistically aignficant determinants of employment. The high

school grade average has a positive affect on P(E), although it is eomewhat

difficult to interpret exactly what the relationship means. From one pre-

spective, better trained graduates, as implied by higher grade averaaes,

are better able to seek, find,..retain jobs and/or are considered by poten-

tial employers to make better employees. In this sense, high schools have

an important role in preparing students for their entrv and participation

in the labor force. From another perspective, the positive emPhyment-

grades association may not be due to-the apparent mastering of school ma-
%

terial, but rather, it may reflect the innate motivation of individuals to

Perform well in high school, an attitude that may continue to persist in

the labor market. Even in this second, more nebulous case, the high school

may have an important role to/plaV by attempting to motivate students to

excel.

The argument that grades largely reflect inherent intelligence is

not as strong an issue in our case because we include a measure of aptitude

in the analysis. However, we cannot disentangle the respective weights to

attach to inherent ability and to that imparted by the school system

(family background is held constant but the nature of the peer grjupp-

another source of informal learning, is not). In anv case, the estimated

coefficient on aptitude is positive, which is consistent with the a priori

expectation that both search ability and marketable skills are important

factors governing the employability of young persons.



"'

Past experience as a high school leader suggests another facet of

human capital that is relevant in future employment., Again, interpretation

of the positive relationship is tricky for reasons analogous to those men-

!

tioned earlier. On one hand, leadership abilities developed in high school

may lead to the evolution'Of a more organized and motivated type of person

who more likely to conduct a more efficient job search andior have a

personality that is attraictive to a potential employer (as evident in an

interview or an application). On the other hand, the personality traits

that may be linked to high achool leaders may be innate. Regardless of the

source of explanation, the high school extracurricular experience can be

viewed either as an inpor t t source of personal development, or as a
44

signal to firms of useful skills other than those connoted by aptitude

(academic success).

Postsecondary education (PSE) is presumed to have a positive impact

on subsequent earnings. The decision to enroll and possibly complete a PSE

program can be viewed as a dedision to invest time and money resources to

obtain better Oiills (additional human capital), thereby increasing one's

value to a prospective firm. .Therefore, we expect the acquisition of PSE

-trainingN to lead to higher wage rates. The impact of PSE on the incidence

of employment, however, is not so clear-cut. If PSE attendance/completion

-

leads an individual ,to raise his acceptanl wage rate,.below which he will

nOt accept a job offer, then the chances of becoming employed may

diminish. Theoretically, the impact is ambiguous for several reasons.

First, the magnitude of the PSE effect on the acceptance wage is

uncertain. Second, and more importantly, a PSt program may shift the en-

tire wage offer distribution facing u worker because the acquired skills

4.

"'I t
.i.
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may lead to both higher wage offers and new types of jobs for which he or

she was previously unqualified.

In the empirical model, the impact ot PSE on employment is examinel

only at a superficial level. Because our focus is on migration, we have

left the necessarily more sophisticated \specification to another

endeavor. For our purposes, the earning of a PSE certificate or degree by

October 1976 is used primarily to control for investments in human

capital. Our specification is nut intended to estimate how post-high

school training affects employment. However, the estimated coefficients do

triply that PSE programs may have a positive impact on the probability of

employment. 7or persons earning a certificate, Voc-ed degree, or junior

college degree, the chances of being employed are significantly greater

than the sample proportion. Of the programs included, the employment dif-

ferential between voc-ed graduates versus nongraduates appears to be the

widest (a predicted probability of employment of .94 versus .88), ceteris

yaribus.

An individual's employment tends to persist over time, although

such a generalobservation does not provide much inslght without knowledge

of the various transition rates frcm one employment Status to another. To

examine this more systematically, the initial stats is included as an

independent variable: employed-not employed, military-nonmilitary, and

student-nonstudent as of October 1974.

The empirical results in table 15 are cpite revealing. Persons

previously employed in the private sector, regardless of their previous

student status, are considerably more likely to b! employed in October 1976

(about 91 percent) than other similar persons. Stedents who previously

were nut employed have a lower eStimated probability of percent._ Among

,/ N,



chose who were neither students nor employed workers in the base period,

the predicted probability of being empaoyed is a dismal 69 percent. Thus,

individuals Who were either working and/or acquiring postsecondary training

seem to fare well in the labor, while those who were neither gaining work

nor training experience, appear to encounter significantly greater ob-

stacles in obtaining employment. Persons who were .in the military in

October 1914, but left the armed forces during the 1974-76 period, also

have a significantly lower probability of employment (.79) than the sample

proportion.

The analysis, however, has not been designed to answer Why this

situation exists, a question that is relevant in formulating remedial youth

policies. Part of the explanation may stem from preexisting (prior to

October 1974) personal factors that are not captured by other explanatory

variables in the equation. For example, lack of motivation, poor skills,

and unsatisfactory work experiences may depress the desire or ability to

seek employment. Another related explanation may stem from the employer

side of the labor market. If firms vi.tw past unemployment and job in-

stability as signals of undesirable worker characteristics, then they will

be less likely to make job offers to such persons.

The influence of migration can also be couched in a human capital

investment framework By migrating from one location to another, indivi-

duals are able to determine the type of labor market in Which they plan to

participate. As discussed previously, an laTortant part of this research

is to determine Whether or not youth migration is motivated by market con-

ditions existing in the origin locality. And indeed, we found a signifi-

cant and posi1.4ve response. Now we look at the outcome of those migration

decisions: Is the decision to invest time and money into movinj from one

J ;
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area to another worthwhile in terns of enhancing the probability of employ-

ment? This is the central ouestion of our analysis. .

Theoretically, we anticipate that for individuals Who move for

job-related reasons (this is the relevant type of movement for our model

of income maximization), there should be an increase in earnings in the

destination over that of the origin to offset the financial-and psychic

costs of relocating. Given the lack of perfect and easily accessible labor

market information, however, this prediction cannot be accepted without

empirical verification. Furthermore, as in the postsecondary education

case, we cannot predict unaMbiquously, the impAct of migration on employ-

ment in the destination location. To the extent that vouna Persons act in

accordance with the job/location searchmodel, theory predicts a positive

wage impact. The employment effect, however, is ambiguous a priori, be-

cause we are unable to forecast the change in a migrant's acceptance wage

versus the change in the likely wage offer in the destination location.

Empirically, there is a substantial difference between Persons who

migrate for nonjob reasons (school, personal, enviornment) and all other

movers and nonmovers. In October 1976, 87 percent of the immobile portion

of the sample was observed to be employed, 89 percent of all job-related

wovers were employed, 82 percent of those reporting job transfers, but only

68 percent of the migrants who moved for nonjob reasons were employed (re-

.call that full-time students are excluded from the sample). Because nonjob

migration is not explicitly modeled in our analysis and because the data do

not provide a set of variables with which to examine its noneconomic impli-

cations, we dibLinguish between job and noniob migration. It should be

noted parenthetically that the reason for migration is an ex post

response. Hence, it maY be influenced to an unknown degree by whether or



not the respondent considered the move to be "successful', hn evaluation .

that may depend on the post-move employment status.

When the above distinction is not made and a simple 0-1 migration

dummy is included in the logit equation, a significantly negative :oeffi-

cient is estimated. Recognizing the distinot motivational difference be-

tween job-related and other moves, separate coefficients were estimated, as

noted in table 15. Also controlled for in the estimation is the prior

(October 19741 employment status, although none of the coefficients in the

equation are altered when the bese period employment variable is

excluded. Persons undertaking a move for a job-related reason have a pre-

dicted probability of employment of 92 percent versus 89 percent for simi-

lar, but immobile workers: a slight advantage of 3 percentage points to

moving to a labor market in a new location. While there does not appear to

be much difference between the above two groups by conventional statistical

standards (X
2 2.62), persons who move for nonjob reasons are signifi-

cantly much less likely to be employed at their destination (a predicted

probability cf 71 percent). Persons o move because of a job transfer are

estimated to be insignificantly different from the sample employment

rate. However, the small number of cases with regard to job transfers

limits our ability to draw inference with any degree of reliability.

A second round of estimation was conducted to determine whether or

not migration was economichlly more important for persons who were pre-

'viously without jobs than for those who were employed. In table 16, esti-

mat'es are presented which include
interacting October 1974 employment sta-

tus with observed migration, by reason for moving more than 100 miles., The

results are almost identical if all moves over 50 miles are used instead of



the 100-mile criterion. We use the more stringent, longer-distance measure

in order to remain consistent with-the probability of migration analysis.

For persons originally employed in October 1974, migration has

little perceptible effect on October 1976 employment probability. For

persons who move--fornonjob reasons, prior employment status does not

appear to make much'difference to the low predicted probability of employ-

ment, although previously employed persons have a slightly higher chance of

being employed again in 1976 than similar noniob movers who were not pre-

viously employed. A most interesting finding is that among comparable

persons who were initially jobless, job-related migration is associated

with a much higher likelihood of employment (89 percent) than tor nonmovers

(75 percent); a difference that is statistically significant ( x2

Taken at face value, the estimates suggest that moving for job reasons

increases the chance of becoming enployed in October 1976 among the jobless

to almost the same level as persons who. were employed in 1974 (92

percent). Because currently employed workers tend to be employed in the

'future, and jobless workers are much less likely to be, this finding sug-

gests that migration may play a key role in escaping from areas where young

persons are without work.

Jobless students significantly benefited from migration while job-

less nonstudents experienced insignificantly greater incidence of employ-

ment than similar nonmovers. The predicted probability of employment for

jobless students who moved was 96 percent as compared to 83 percent for

jobless students Who did not move. Second, persons Who were neither in-

school nor in the labor force fared relatively- poorly. With rvspect to

this 'subgroup, those Who moved for job related reasons had a .djcte!

employment probability of 83 percent, while that for comparable no:.



was 75'percent, although the difference is statistically insignificant

x2 . .23).

After controlling for a variety of personal characteristics and PSE

degree attainment, migration appears to be an economically important acti-

vity that is particularly beneficial to students as they enter the labor

force after receiving some form of PSE training. Migration appears to

widen the range of job opportunties for these young workers, thereby en-

hancing their prospects for finding suitable employment and utilizing their

newly acquired skills. The fact that nonstudent-nonemployed persons who

migrate do not raise their employment potential by a significant margin may

be explained by their relative skill deficiency that dampens their employ-

ability, regardless o2 location. While the fairly small number of obser-

vations in these latter categories may limit generalization of the results,

the findings do point to a subset of recent high school graduates who

either do not choose to work and/or face significant obstacles in their

attempts to find jobs. Public intervention to provide trainingc, job search

assistance, and emplorment may prove to be most helpful for this subgroup.

In summary, the empirical analysis has found that prior emplovment

and student status are intertwined with migration in affecting future em-

?
ploym ement. Previously ployed persons, regardless o their student status,

are likely to be employed again. Furthermore, their chances of being em-

Ploved do not appear to be influenced by long-distance moves prompted by

job-related reasons. Individuals who move for nonjob-related reasons, in

contrast, have a much lower incidence of employMent, regardless of their

prior employment status. Why this is'so is unclear, but several possible

explanations care to mind. First, those who moved for nonjob reasons may

have fared much better had they chosen a destination on the basis of job

1
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considerations. Second, this subset of nonjoh related movers may weigh

noneconomic factors more heavily than economic factors, so that in terms of

increasing their utility or satisfaction, they may have performed as well

as those who moved for job-related reasons. Our analysis, however, focuses

only on the narrower issue of economiz outcomes as measured by employment

and wage rates. Third, and related to the second point, persons who move

for nonjob reasons may have remained out of (or exited from) the labor

force so that the apparrent negative impact of migration for this subset is

actually a reflection of their labor force participation decision instead

of the independent effect of migration on the probability of employment.



TABLE 15

LCGIT COEFFICIENTS ON THE PROBABILITY OF EMPLOYMENT: OCTOBER 1976

(absolute value of symptotic t ratios in parentheses)

//

Variable

Logit

Coefficient!'

Predicted

Probabilityb Chi -sguarec

Zip Code E/Pop Ratio .487 (0.36) .883, .888

Zip Code Community
Income ($1000's) .006 (0.20) .884, .887

Community Type - 1976
2.79**

Rural .071 (0.63) .893

Small City .050 (0.57) .891

Medium City -.041 (0.44) .891

Large City .047 (0.52) .890

Very Large City -.162 (1.50) .868

Parents' SES .004 (0.33) .884, .887

Race/Sex
10.64***

Nonwhite Male -.016 (0.12) .884

Nonwhite Female -3.590 (3.02)*** .844

White Male .134 (2.20)** .898

White Female -.025 (0.35) .883

High School Program
.58

General/Academic -.025 (0.76) .883

Voced
.0E15 (0.76) .891

Average Aptitude Score .013 .875, .895

High School Grade Average .012 (1.47) .877, .893

High School Leader
5.59**

Yes .213 (2.36)** .905

No -.071 (2.36)** .878

Earned PSE Certificate
3.91**

Yes .233 (1.98)** .907

No -.045 (1.98)** .881

Earned PSE Ldcense
.44

If.es
.137 (0.66) .899

No ...010 (0.66) .885

Earned PSE Voced Degree,
4.76**

Yes .526 (2.18)** .929

-No .033 (2.18)** .882

(Continued)

1( "s...0
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TABLE 15 (Continued)

Logit

Variable Coefficienta

Predicted

Probabilitya Chi-square:

Earned PSE Junior

College Degree
1.2r-

Yes .232 (1,09) .907

No -.015 (1.09) .884

Earned PSE Other Degree
.12

Yes .099 (0.35) .895

No -.003 (0.35) .885

Migration > 100 miles
69.8S***

(Oct. 1974 - Oct. 1976)

Job Related Move .483 (1.96)** .926

Job Transfer -.643 (1.32)
.803

Other Reason -1.137 (8.03)*** .113

No Move .079 (3.86)***
.893

Oct. 1974 Employme Status 164.25***

Student, employed ) .193 (1.59)
'.904

Student, not employed -.416 (3.29)***
.836

Nonstudent, employed .288 (6.55)1**
.912

Nonstudent, not empl. -1.255 (11.771*** .68E

In the Military -.725 (2.92) ***
.789

Moves during 6/72 - 6/74
.78

None -.005 (0.20)
.8135

1 Move .062 (0.52)
.892

2 Moves-return .013 (0.05)
.884

-2 Moves-repeat -.182 (0.71)
.866

1 C)4..0 I
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TABLE 15 (Continued)

Variable

Logit Predicted

Coefficient Probability Chi-squarec

Constant Term

Chi -squarec

SC

-7

.148

.079

326.900***

4159

(0.17)

a: Coefficients for,categorical
variables indicate group differbces

from the samRle mean and are standardized so their we.tghted su

equals zero.

b: Predicted likelihood of employment is conditional on other

explanatory variables being constrained to their ;ran values. For a

continuous variable, the predicted probability is evaluated at + 1

standard deviation from its mean.* The predicted probability .889

when all explanatory variables at set equal to their respective

mean values. \ -

c: Chi-square statistic is with respect to the null hypotheses that the

predicted probability is equal across all groups of a categorical

variable.

f4 d: R2 is*.not maximized in the MIX logit model. Tbe calculated R2 is

equal to the percentage difference between the geometric means

calculated reppectively from the.predicted
probabilities and the

observed sliMple frequencies, taken with respect to one minus the

geometric mean of the sample frequencies.

lot 10% level of significance, two-tailed test.

;

5% leVel of significance, two-taJiled test.

411ron 1% level of significance, two -tailed test.

)
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TABLE 16

LO
\.

GIT COEFFICIENTS ON THE PRIDBABILITY OF IMPLOYME T: OCTOBEF 1976

(absolute value of asymptotic t ratios in pa enthesis)
"Nob

Vaiiable

Logit

Coefficienta

Predicted

Probabilityb Chi -square':

Zip Code E/POP Ratio .458 (0.34) .885, .689

Zip Code Community
Income (61000's) .008 (0.26) .685, .889

Community*Type - 1976
2.62*

Rural .039 (0.35) .891

Small City
Medium dity

-.036
zy013

(0.41)
4)

(0.13),4

.693,

Larga City .062 (0.68) .893

Very Large,City -.165 (1.52) .669

Parents SE! .006 (0.53) .685, .889

Race/Sex
10.96***

Nonwhtte male -.005 (0.03) .667

Nonwhite Female (3.0)*** .846

White Male .139 (2.3)** .900

White Female -.040 (0.57) .883

High School Program
.23

General/Academic( -.014 (0.45)

Voc. Ed. .034 (0.45) .690

Average Aptitude Score .017 (2.08)** .614, .899

High School Grade Avg. .014 (1.71)* .87/, .896,
- I

High SchooMeader
6.74***

Yes .233 (2.60)*** .908
1

No -.078 (2.60).3** .679

Earned PSE CertificaSe

4.7111*

Yes .255 (2.17)** .910

No * -.049 (2.17)** i.882

Earned PSE License

Yes .128 (0.63) .699

No -.009 (0.63) 4686

(Continue,)
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TABLE 16 (OontOped)

Logit

Variable Coefficientb

Predicted

Probabilityb Chl-mqvarec

Earned PSE Voc. Ed. Degree
8.24***

Yes .686 (2.87)*** 940

No -.042 (2.87)*** .882

Earned PSt Junior
College Degree

2.89*

Yes'
.354 (1.70)* .918

No
(1.70)* .885

Earned PSE Other Degree
.02

Yes -.043 (0.15) .891

No -.001 (0.15) .887

Employment/1974-76 Migration

StAtus
211.04***

Employed, job related

Move .424 (1.36) .923

Employed, transfer -.602

EMployed, other reason -.240

(1.26)

(7.58)*** .1:5319:13-

Not employed, job
related move .061 (0.15) .893

Not employed, other

reason -1.430 (6.30)*" .651

EMployed, no move .382 (11.63)***
.!07253

NOt Employed, no move -.944 (10.94)***

Moves
1.26

None -.001 (0.02) .887

11 Move
.0S9 (0.50) .893

21 Moves-retun -.091 (0.33) .877

2), Moves-repeat\ -.236 (0.93) .861

Miliitary
6:81

in Military -.671 (2.61)*** .800

Not in military .019 (2.61)9" .899

(Continued)



TABLE 16 (Continued)

Variable

Logit Predicted

Coefficient' Probabilityb Chi-square:

Constant Term

,Chi-equaree

-.158

.080

326.650***

4159

(0.18)

: Coefficients for categorical variables indicate group differences

from the sample mean and are standardized so their weighted sum

equals zero.

b: Predicted likelihood of employment is conditional on other

explanatory variables being constrained to their mean Values. ?or a

contintous variable, the predicted probability is evaluated at 4 1

standard deviation from its mean. The predicted probability is .887

when all explanatory variabaes are set equal to their respective mean

values.

c: Chi-square statistic is vith respect to the null'hypothesis that the

predicted probability is equal across all groups of a categorical.

variable.

d: R2 is not maximized in the MLE logit model. The calculated R2-1s

qual to the percentage difference between the geometric means

calculated respectively from the predicted probibilities.and the

observed sample frequencies, taken with respect to one ainus the

geometric mean of the sample frequencies.

10% level of significance, two--tailed test.

5% level of significance, two-tailed test.

1% level of significance, tyo-tailed test.

:1".kJ 4.



E. WAGE IMPACT OF MIG-RATION

1. General Discussion and Empirical Specification

This section examines the implications of migration for the per-

centage change in hourly wage rates that occurred-between October 1974 and

October 1976. The sample consists of single persons who were employed at

both the beginning and end of the two-year analysis period. Following a

general discussion, the dependent variable and estimating technique are

described, and the empirical results interpreted.

The two-year wage change equation stems directly from the extensive

economics literature on estimating rates of return to investments in human

capital. The first step in the specification is to derive a percentage

wage change equation. The second step amends the difference equation to

control for violations in ceteris Earibus conditions during the interim

period; specifically, (1) th cquisition of human capital through

on-the-job training and incr entS to schooling, and (2) investments in the

form of migration and job ch nge.

The motivation for th change equation is shown for the two-year

analysis period. Two log-wage eoetiong_ are specified as functions of

weeks of labor force experience (EXP), experience-squared (EXP2), fixed

educational attainment (ED), health status (HS), local unemployment rate

(U), socioeconomic background (-ES), and a stochastic term (e). The gua-

r dratic EXP term is intended to capture the curvilinear experience-wage

relationship. Implicitt'is the assumption that the marginal effects of

1"1
explanatory variables on wage rates are independent of time. For periods t

and t+2 (t -2, 1974), suppressing individual subscripts, we have;

ln(W
t
) = a

t
+A1EXP +A2EXP t

2
+

3
ED

t
+a4HS +a5U +A6 SES + e t (1)'ttt
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Taking the difference between (2) and (1) yields:
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+ 0t+2
2 - 2COV(etet+2)).

t

(3)

Hence, the percentage wage change over the two year period in equation (3)

is a function of initial labor force experience, changes in local unemploy-

ment rates and health status, and a stochastic element.

The second step in the specification is to control for wage growth

that may have occurred during the intervening period that is not reflected

in the crosa-section equations. At an individual level, three forms of

human capital investment may influence observed growth rates. First, addi-

tional on-the-job training (OJT) is expected to enhance productive skills,

thereby increasing observed wage rates. Lazear (1976) posits that un-

observed increments to OJT can be approximated by a linear function of age,

additional work experience, initial years of schooling (ED), and initial



work experience, and finds that each is a significant determinant of wage

irowth. We control for incremental 03T in this analysis by including a

measure of aptitude (IQ) along with EXP in the estimating equation. Age

and initial years of schooling are not included because they are.essen-

tially constant for our cohort of high school graduates.

Second, additional schooling (voc-ed, junior college, and other PSE

tiaining programs) may have been acquired which may enrich productivity and

consequently lead to greater wage growth. We control for additional edu-

cation ( ED) by including a series of dummy variables denoting the earning

of a degree sometime between high school graduation and October 1976.

Third, a worker may invest resources in migration (M), job change ( JOS),

and job search extivity (S). Separate measures for M are used to examine

the impact of migration that occured between high school and October 19

as well as between October 1974 and October 1976. Except for job trank

fers, migration implies a job change, whereas the reverse is not

necessarily true. S is measured only at the time of October 1974 and be-

cause of the data, we restrict the variable to a dichotomous measure of

whether or not search occurred.

Incorporating the above factors influencing wage growth into equa-

r'
tion (3) res41 in the final specification for the percentage change in

wage rates for the two year period. This specification also allows for the

.possibility of differential wage change by race/sex (R/S) because of po-

tential market discrimination and/or different R/S career paths.

(

W
t+2

Wt = b
0
+ b EXP + b AHS

t+2
+ b

3
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t+2
+ b

4
IQ

1 t 2
(4)
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Note that changes accompanying migration and interfirm mobility,

such as changes in origin-destination cnaracteristics (e.g., .city size),

movement across occupation industry, and union lines are omitted from the

specification. /f the labor market, as defined by the characteristics were

held constant, then only intra-market returns to M, AJOB, and S would be

estimated. This would yield misleading estimates of the productivity of

job/location mobility because a worker's current type of origin-desti-

nation, occupation, industry, and union status are inaccurate indicators of

the markets in which a worker is able to participate.

In the discussion that follows, several modifications are made to

equation (4). In general, the interpretation of the results is discussed

along the lines developed above:

o Role of personal characteristics

Return to postsecondary education

Role of labor force experience, job change, and job

search

Impact of migration

2. Dependent Variable and Estimation Technique

The sample necessarily excludes persons without jobs in October

1974 and October 1976 in order to construct an observed, percentage change

in wage rates over the two-year time period. Recall that full-time stu-

d ents And military personnel are also excluded from the sample. The hourly

age rate is constructed as gross earnings reported by a respondent for an

*average" week, divided by the average hours of work for such an average

- 3 -
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week. Both variables refer to the job at which a respondent was working

during the first week in October (1974 or 1976).

In equation (4), the natural logarithm of the ratio of the two wage

rates is equal to the percentage change in wage rates. We use

ordinary-least-squares regression applied to equation (4). In practicd,

however, -we regrets ln(W-76) against the right-hand-side variables, in-
,

cluding in(W-74). While the specification preserves the change specifi-

cation, it also permits the coefficient on ln(W-74) to vary, raEher than be

constrainedoto unity as in equation (4).

3. Sample Selectivity

As mentioned in section C, the wage change analysis is subject to

two.sources Of sample selectivity. The first is due to the observed migra-

tion selectivity, which-, if related to wage growth, may bias the estimated

coefficients in the wage change equations. We test for this likelihood by

including predicted as well as actual migration variables in the change

equation. However, the coefficient on the former is insignificant (t=.()2),

suggesting that observed migration is yncorrelated with the error term.

A second type of Sample selectivity arises from the exclusion of

persons who were not employed, full-time students, or in the military in

either October 1974 or October 1976. Because migration and employment

status are related to one another, we must control for the sample selection

-rule in order to estimate a consistent and unbiased measure of the direct

effect of migration on wage change. In the regresvion results presented in

table 17, lambda measures the individual variation in the disturbance term

that is conditioned on being included in the sample. The significant and

positive estimated coefficient on lambda indicates that there is a

selectivity phenomenon taking place.



4. Interpretation of Empirical Results

As discussed earlier, the wage change equation is actually esti-

mated by regressing the natural log of the October 1976 wage rate, log(W-

76) against a set of independent variables, including log(W-74). This

respecitication retains the change model while 'permitting the log(W-74)

coefficient to vary from unity. The fact that the its estimated coeffi-

cient equals .49 suggests a general compression in the distribution of wage

rates: persons with relatively high initial wage rates tend to experience

smaller percentage changes in wage rates -than similar persons with lower

initial wages. This "regression to the mean" phenenomenon may also be

capturing transitory elements and/or measurement errori that tend to offset

one another over time.

The change specification noted in equation (4) calls for an expla-

natory variable measuring champs in local labor market conditions. How-

ever, the only available data are from the 1970 Census which, of course, do

/.

not permit the construction of a change variable.

There are several personal characteristics which are estimated to

affect significantly the two-year percentage change in wage rates. Re-

ferring to the equation (A) results table 17, there does not appear to

be any racial differences with respect to wage change. Females, however,

experience significantly smaller wage gains that are 8 and 12 percent lower

than for white males (the excluded group). Possible explanaLons for this

disparity in wage growth might be (1) sex discrimination by employers; (2)

occupations and industries in which females predominate are characterized

by relatively lov wage growth; and (3) females may have less labor force

experience and/or greater job instability beyond that for which is

accounted for in the equation which leads to lover wage gains.

k
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An individual's aptitude is expected to influence the rate of which

job skills are_acquired and enhanced while on-the-job. This general mea--

sure of ability, measured dung the spring of the senior year in high

school, is estimated to have a significant and-poaltive impact on wage

// Change over time----The average score measured over six aptitude tests for

the sample was about 49 with a standard deviation of about 7. Comparing

wo at +1 standard deviation from the mean value, in light of our

sults, would lead to the prediction that the one with the higher aptitude

I\

scoreyouldexperience a 7 percent higher gain.in wage rates over the two-

year period than an otherwise similar individual with the lower measured

score. ,Given that the average two year wage change was 22.7 percent for

the sample, the role of aptitude is considerable. To the extent that the

quality of education, as opposed to quantity, affects measured aptitude,

the implied wage repercussions of the schooling system are quite signi-

ficant.

The estimation found that a young person's socioeconomic background -

did not have a influence on wage growth. Nor did the course study while in

high school (general or academic versus a vocational education program)

have a significant impact.

Postsecondary education is expected to be associated with higher

wage rates because additional schooling presumably adds to a person's stock

of human capital. To the extent that such irlierlents are of marketable

value (i.e., affect a worker's productivity), workers whot' acquire such

training should command a higher wage rate than in its absence. The vari-

ables used to measure postseconelary education (PSE), however, are crude and

the results should be interpreted with caution. First, a distinction

should be made between PSE degrees earned before and during the analysis



red'

period.- If PSE-has a positive, but once-only effect on wa.ce rates, then a

wage change specification such as ours may underestimate the return to PSE

if most of the observed training occurred before October 1974, and vice

versa f

ji
i a degree earned during the analysis period. Second, attendance,

length of stay, and type of program may influence the return to PSE pro-

grams. Third, there may be systematic, but unobserved differences between

ttose who,enroll and earn PSE degrees and those who do not. Without con-

,

trolling for this sample selectivity, estimates of the pecuniary effects

must be considered tentative at best.

Our purpose in including PSE degrees, however, is not to Analyze

the returns to post-high school education. Rather, it is to control for

the possible influence of this form of human investment in order to obtain

unbiased estimates of the impact of migration on wage rates. With the

foregoing caveats in mind, the resUlts do indicate a positive effect of PSE

on wage change that is significant for earning a PSE license. In some

unreported regressions, it was, found that males earning a certificate ex-

perienced an 8 percent higher increase in wage raies than comparable males

who did not earn any PSE degree oe certificate. Females, on the other

hand, who earned a cense or junior college degree experienced 7 or 8

percent higher' incr in wage rates than those who did not acquire any

PSE degree. If these results withstand further empiriCal scrutiny, than

policy-Makers.will have available some important evidence in making deci-
#

sionsconcerning the expansion, targeting, or demise of vocational and

4
junior college postsecondary education.

An individual's recent labor force experience may affect the wage

growth rates insofar as on-the-job experience is associateewith increments
1

to work skills. While this influence undoubtedly depends on the type of

/WI"
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job, we attempt ,t0 control for this effect in a general manner by using the

number of weeks employed during the.12 montbs prior to the analysis period

and by the weeks employed during the two-year period. The regression re-

sults imply that labor force experience, ceteris lutribus, does contribute

to.wage grOwth. The greater size and significance of the coefficient for

October 1973 to October 1974 weeks employed relative to that for the

October 1974 to October 1976 experience variable suggests a lagged effect

of one to two years.

While our measures of recent and current work experience do not

capture the total experience xiccumulated by a young person, its influence

on wage growth is consistent with,existing labor supply analyses that have

feund a quadratic relationship between wage rates (or earnings) and total

labor force experience. The findings presented here are thus in agieement

with existing empirical evidence generally pertaining to a cross-section of

all American workers and indicates that the wage payoff to additional labor

force experience also occurs for the younger members of the work force who

---..,

have graduated from high scHool. In sum, young workers benefit from con-
.

iti employment in the form of higher wage rates.% /

T ecoo-. job search and migration
s

literature predicts that

voluntar e and migration for job related reasons should be asso-

ciated with higher wage rates because wokers presumably leave their cur-
t._

rent job-locatim positions when 'better opportunities are believed to lie

else4here. Given-, the Absence of perfect information and inefficient job

location search activity, this general prediction may not hold. For ex-

ample, tlack (1980) linds that the wage impact of quitting among adult

males is significantly governed by prevailing job opportunities, prior

-188-
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search activity, and existing wage opportunities specific to a worker's

skillsind current waae.

One problem with the NOES data is that we cannot distinguish be-
./

tween voluntary and involuntary job terminatibns during the 1974-76

period. Rather, the analysis is limited to job instabilitY'Which i ea-

sured by the year in which a worker began his or her October 1976 job.

Three job start intervals are examined: before 1975, during 1975, or during

1976. k,

In addition, the enalysis ccmbines job change with location chracle

in order to estimate their separAte effects. Migration is measured over

two intervals: .the first covers the period from high school graduation to

October 19741and the second is defined by October 1974 to October 1976.

Furthermore, because the primary interest is in job related moves, the

analysis'excludes persons reporting a move for other reasons (nP-sonall

environmental, and job transfersonly have a handful of the latter are

reported).

" The results for eauation (A) in the following table offer a number

...00'S

of interesting insights with regard to job-location changes. Fi

workers who switch jobs locally (i.e., do not migrate or move lest than 100

miles from their i974 location) during the analysis period, are estimated

to experience smaller percentage wage changes than comparable workers who

neither moved nor switched jobs during the 1974-76 period (the omitted

category in the equation). The relative loss is especially apoarent for

the most recent job changes who are estimated to experience a two-yeas wage

change that is 8 percent less than similar, but immobile workers.

Secondly forthose who changed employers during 1975, but stuck

with their lobs thereafter, the estimated coefficient is considerably

2,u].
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smaller (-.03) amd insignificant. This finding may imply that job insta-

bility has an immediate and e ramental effect on wage rates, but the re-

lative wage reduction does not perast over time. While the reSults a e

quite interesting in that they indicate unstable workers tend to suffer
A

wage losses in the marketplace, they must remaind tentative until addi-

tional time series data permit examination of longer time periods following

a job change.

Third, the negative wage repercussions of recent job mobility,

however, do not hold for workers who migrate (and change jobs). That is,

migration appears to be an effective way 'to increase one's wage rate

vis-a-vis similar workers also either change jobs locally or remain immo-

bile. In general, we find that migration yields a positive pecuniary re-

turn (costs, unfortunately are unknown). Young workers who moved during

the 1972-76 period experience, on average, a two-year wage change that is

about 7 percent higher than workers who remained at their jobs throughout

the analysis period. Although the coefficient on 1974-76 migration,

coupled with a 1975 job start, is similar to the other migration-ejob change

coefficients, it is insignificant; probably due to the few sample observa-

tions for that combination of activities. Fourth, the positive return to

1972-74 movers Who subsequently do not switch jobs is interesting in that

it suggests that migration may serve as a way for workers to locate jobs

with longer term wage growth potential. However, this observation must be

temeareti by the short-run nature of this analysis.

In mmm, the wage impacts of migration make sense in the context of

our theoretical Me.del. As formulated in Chapter IV, workers are assumed to

set a higher wage acceptance standard in selecting jobs in more distant

libor markets than those contemplating a local ion change. This is because

0,19



the former must recoup the added costs of relocating to a new area and

pd9sibly to offset the greater amount of ignorance or uncertainty asso-

ciated with a more dtstant job hunt. The results are consistent with this

view of behavior and they also imply that workers are able to take ad-

vantage of a wider choice set of job offers, leading to relatively greater

increases in wage rates.

In terms of dollar magnitudes, the estimated gross returns to mi-

gration are sizeable. Contrasting migrants with workers who neither change

jobs nor locations, the estimated 7 percent difference in wage change

translates into again of $.22 per hour. Using the sample mean of 46 weeks

of employment and 37.5 hours worked per week, the predicted Impact of mi-

gration translates into an annual return of $372. Among the subset of job

changers, the estimated annual earnings differential between migrants and

nonmigrants is $797. In addition, the results for 1972-74 migrants

suggests that this monetary differential may subsequently increase over

time, further increasing the returns 10 geographic mobility.

In equation (B), the analysis shifts to examine'what tyPes of geo-

graphic moves are associated with the most (least) favorable changes in

wage rates. In this case, migration is decomposed into broad origin-desti-

nation characteristics, where a rural (Rrlccation is defined as a rural

area or small city/town of tewer than 50,000 persons (and not a suburb of a

larger community); and urban (U) includes all other larger city and related

sUburban areas. While this exercise iu constrained by the mmall number of

movers, it does provi'de some information about the direction of movement

and the Icorresponding wage implications. Our a priori expectation is that

larger cities are characterized by larger, denser labor markets which offer

a wider opportunity for job matchelsiand for finding higher paying jobs than

..11



in rural areas. Offsetting the higher wage levels in larger cities is the

higher cost of living that is not measured by the data.

Focusing on the origin-destination dummy variables, note that the

excluded _categories for_both 1972-74 and _1974-26 migration are the subset_

of persons living in a rural community and Who did not move at all during

the respective time period. In both periods, young workers moving to the

city from a rural area experienced the greatest wage growth (about 20 per-

cent higher) compared to their rural counterparts who did not move. The

rural-urban migration appears to be a financially attractive undertaking.

Movement in the opposite direction does.not appear to have a significant

impact.

Surprisingly, rural-rural movers significantly improved their re-

lative wage position, especially during the 1974-76 period. Also during

the second period, urban-urban migrants experienced significantly greater

wage gains than the control group of immobile, rural residents. The esti-

mated coefficients for origin-distinction moves, however, do not include

the generally negative impact of job change; the latter having an average

negative impact estimate at 8 percent, which should be deducted from the

above migration gains since a job change is implied bv geographic mobility.

In dli unreported regression analysis, the sample was enlarged to

include persons who moved for nonjob related reasons. Almost as many per-

sons moved during 1974-76 for nonjob related reasons, including job trans-

fers as for only job reasons (86 versus 94). However, the estimated change

in wage rates for the former subgroup is both small in sire and signifi-

cance (.003, t ratio of .08), indicating a negligible influence. This

finding is expected and we do not focus on this subset because our theo-

retical and empirical analyses are oriented toward Persons who base their



migration decisions on the perceived wage repercussions of mobility.

Finally, a number of regression experiments were conducted to

ascertain. whe_ther_or _not the estimated returns to job-related migration was

influenced one or more personal attributes. Both sex and race were inter-

acted with the 1972-74 and 1974-76 migration variables. And, the ensuing

results indicate that, ceteris peribus, the implications of migration do

not depend significantly on the racial or sexual identily of the mover.

Nor does the impact of migration and/or job change appear to be influenced

by an indivldrAl's aptitude. However, interacting SES with the various job

change/location change variables did uncover one interesting

relationship: Individuals from lower SES family backgrounds are estimated

to achieve significantly greater wage returns than migrants from higher SES

backgrounds. While not conclusive, the results suggest that geographic

mobility, ceteris paribus, may serve as a viable means for relatively dis-

advantaged youth to enhance their financial well-being.

In another unreported effort, equation (A) was respecified to in-

clude (1) the occurrence of job search reported as of October 1974, (2) the

respondent's willingness to relocate for a job, and (3) a combination of

the two. Also, the search-willingness to move variables were interacted

with the job-location change variables to see if prior search influenced

the outcomes of job and/or location changes. The results, however, indi-

uite that prior "search-willingness to move" does not have a significant

impact on wage change, either alone or in ,conjunction with the mobility

variables. The lack of effect may be explained as much by the small num-

bers of observations involved and th6 roughness of e'e empirical measures,

as it is by the potential lack of any systematic relationship.



TABLE 17

REGRESSION COEFF/CIENTS ON THE OCTOBER 1974 TO OCTOBER 1976

PERCENTAGE CHANGE IN WAGE RATES

(absolute value of t ratios in parentheses)

Variable Equation A Equation B

Log (W-74) .493 (23.31)*** .488(23.01)*"

Nonwhite Male (196)e .005 (0.20) .005 (0.19)

Nonwhite Female (168) -.075 (2.57)*** -.074 (2.69)***

White Female (649) -.119 (6.75)*** -.122 (7.01)***

General/Academic Program (1155) .000 (0.014) .008 (0.52)

Socioeconomic Status of Parents .006 (0.48) .009 (0.67)

Aptitude Score .005 (3.96)*** .004 (3.62)***

Earned Certificate (284) .023 (1.14)

Earned License (116) .068 (2.34)***

Earned Voced Degree (71) -.N01 (0.01) .004 (0.12)

Earned Jr. College Degree (65) .(,21 (0.55) .021 (0.55)

Earned other Cert/Degree (49) ,074 (1.67)* .071 (1.62)

No. Weeks Employed: 10/73-10/74 .002 (2.79)*** .002 (2.72)***

No. Weeks Employed: 10.74-10.76 .001 (1.56) .001 (1.15)

10/76 Job Started in 1975 (276) -.026 (1.19) -.034 (1.61)

10/76 Job Started in 1976 (492)
i972-74 Migration, Job Start

< 1975 (76)

-.082

.064

(4.34)***

(1.76)*

-.083 (4.53)***

1972-74 Migration, Job Start in

1975 (18) .070 (0.97)

1974-76 Migration, Job Start in

1976 (63) .067 (1.67)*

Lamada .082 (1.97)**

No 1972-74 Move, Urban

Resident (789)
.020 (1.06)

R R 1972-74 Move (50)
.081 (1.84)*

R U 1972-74 Move (50)
.172 (3.72)***

U R 1972-74 Move (18)
.034 (0.47)

U U 1972-74 Move (60)
.026 (0.60)

.No 1974-76 Move, Urban

Resident (915)
.031 (1.59)

R R 1974-76 Move (22)
.180 (2.76)***

R U 1974-76 Move (25) .196 (3.19)40**

U R 1974-76 Move (18)
.-.048 (0.67)

U U 1974-76 Move (29) .171 (2.93)***

(Continued)



TABLE 17 (Continued)

Variable Equation A Equation B

Constant Term .435 .503

R2 .352 .361

F Statistic for the Equation 4759,4k+ 37.88***

1773 1773

a: dummy variables are followed by the number of observations in

parentheses.

I': 10% level of significance, two-tailed test.

": 5% level of significance, two-tailed test.

***: 1% percent level of significance, two-tailed test.

1
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F. SUMMARY OF THE EMPIRICAL RESULTS

Potential migrants are presumed to weigh the expected increase in

earnings from moving by the chance of obtaining such an increase, less the

costs of searching and relocating. To the extent that individuals behave

according to this model, we expect to observe positive labor market out-

comes for those undertaking such an investment. The eMpirical analysis has

provided a nuMber of useful insights into the employment and wage effects

of migration that offer strong corroboration of the theoretical implica-

tions. In addition, the estimation found that the impacts of migration

were influenced to some extent, by a mover's personal characteristics and

initial labor force status.

The empirical analysis was split into two parts which examined the

effects of migration on (1) the probability of being employed in October

1976, and (2) the percentage change in wage rates between October 1974 and

October 1976. As will become evident, the two empirical approaches offer

complementing insights into youth migration which would be missed if only

one analysis tack were pursued. In what follows, the employment effects

are summarized first, followed bv a synopsis of the wage effects, and con-

cluding with a summary of the most interesting findings with regard to the

other explanatory variables used in the estimation.

First, there is a substantial difference between persons whose

migration decisions are linked to labor market actiyity and those who move

for nonjob reasons (Personal, school, environment). On average, the latter

are significantly less likely to be employed in October 1976 than job-re-

lated movers and immobile workers. Furthermore, the lower incidence of

employment among nonjob-related movers is not influenced by personal

characteristics or by initial labor force status. This finding is not

-196-



surprising in light of the conceptual model that was built on the hyoo-

thesis that potential movers base their decisions on a calculus of maxi-

mizing earnings. Clearly, the objective function to be maximized must be

altered or expanded if we are to predict and measure the repercussions of

migration...that is motivated by other, non-labor market obiectives.
_

Second, the employment outcome of job-related moves is dependent On --------

initial (October 1974) labor foce status. Among those who were initially

employed, migration is estimated to result in a slight, insignificant in-

crease in the probability of employment in October 1976 over that of simi-

lar nonmovers. hmong those who were without lobs in October 1974, migra-

tion has a large, positive effect on subsequent employment. These findings

suggest that jobless workers are able to raise t,.11eir chances of employment

through migration to almost the same level as for the initially employed.

This is a significant result because our analysis finds that a worker's

employment status tends to persist over time. Hence, migration may play a

key role in enabling young workers to escape from areas where they are

without work.

Third, a closer look at the positive impact of migration for those

who were initially without jobs revealed a sharp difference between stu-

dents and nonstudents. Students who were not working were estimated to

have a much higher employment probability if they migrated than if they did

.not. Ct the other hand, migrants Who were neither employed nor enrolled in

school increased their chances of employment over similar nonmiqrants by an

insignificant margin.

1-Jurth, the above indicates that migration enhances the prospects

of employment for persons initially without jobs, especially students.



Migration, however, does not appear to increase the likelihood of employ-

ment for workers originally employed, the subset with the highest employ-

ment incidence. In the wage change analysis, the focus shifts 'precisely to

this subgroup of initially employed workers to examine whether or not

migration influences the rate of wage growth during the two-year Analysis

period. In general, the results indicate that migration has a significant

and positive effect on wage change for workers employed at both the be-

ginning and end of the time period. Thus, geographic mobility appears to'

have a positive economic effect for migrants, although the way it improves

an individual's financial position varies by his or her recent employment

experience.

Fifth, the wage returns to migration (excluding costs) is estimated

to hold only for persons who move for job-related reasons. Moves under-

taken for non-labor market purposes have an insignificant effect on wages,

although the employment analysis suggested that this group of movers were

much less likely to have found jobs by October 1976.

Sixth, migration (excluding job transfers) implies a job change.

Contrasting the wage experience of job switchers who did and did not mi-

grate resulted in a significant wage differential in favor of job and lo-

cation changers than similar, but local job changers. This evidence is

consistent with the hypcthesis that workers set higher acceptance standards

in selecting jobs in more distant markets with greater associated uncer-

tainty and relocation costs. The results also suggest that workers benefit

financially from expanding the geographic scope of their job hunt because

of the wider range of possible job offers.

Seventh, the pecuniary return to migration is greatest for

rural-to-urban movers and smallest for urban-to-rural migrants. For moves



undertaken during the 1974-76 period, rural-rural and urban-urban ccmbi-

nations of origin and destination also resulted in positive wage changes.

Eighth, it was found that the wage impact of job-related migration
4

was related to a mover's socioeconomic background. The lower the family

SES, the greater the wage benefits to migration. This interdependence

presents an interesting, often overlooked, way in- which persons from rela-

tively disadvantaged backgrounds can enhance their financial status.

Ninth, an individual's aptitude is estimated to have a -significant

influence in inCreasing-toth the probability of employment as well as the

percentage change in wage rates. The skills that are either innate and/or

learnea in high school are presumed to be important determinants of a

worker's productivity, the rateizt which new skills are acauired, and a

person's ability to seek out new job-S--in- new locations. An individual's

high school grades and evidence'of leadership ability also play a positive

role in the employment process'fr although they were found to be insigni-

ficant determinants of wage change. The influence of these high

school-related variables on youhg workers' labor market successes, two to

four Years after gradwtion, suggest that the secondary education

experience has important;economic effects that remain with students as they

enter into and participate in the labor market.

Finally, there is preliminary evidence that the acauisition of

Tostsecondary education, in the form of earning non-four-year dearees or

certificates, has a positive impact on both the incidence of employment and

the rate of wage change. While there is theoretical justification for such

a positive influence because of the increments to human capital, the pri-

vate returns to public PSE programs has not been investigated in a svste-

matic fashion. Our results suggests that a significant link may exist

between postsecondary education and subsequent market outcomes.

?
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CHAPTER VII

JOB SEARCH METHODS USED BY YOUTH

A. INTRODUCTION

This chapter examines job search methods used by recent high school

graduates to find employment. Within the confines of the data, two Impor-

tant aspects of job search methods are investigated. First, tabular sta-

tistics are used to ascertain the extent to which members of the sample (1)

use each of eleven possible methods (use rates), and (2) use and obtain

jobs with each method (effectiveness rates). Second, the percentage change

in wage rates between October 1914 and October 1976 is examined to estimate

the gross wage effects of search methods used by persons to obtain their

October 1976 job. The regression analysis is applied to two samples of

workers who were employed at both the beginning and end of the two year

period, and who either remained at the same job or successfully switched

jobs. In what follows, the sample use and effectiveness rates are dis-

cussed in section )3, the wage impact analysis is presented in section C,

and some summary remarks are made in section D.

The process of looking for a job has a number of important features

that have been discussed in chapter III. Essential elements of search

include the meihods used to acquire job information and offers, the time

spent looking (hours per week, number of weeks), purchased inputs (Private

'agencies, advertisements, travel), and the pecuniary and nonpecuniary job

acceptance standards set by the searcher. While a comprehensive exami-

nation of job search should incorporate all of these features, existing

research has focused on just one or two aspects. In this sense, our ana-

lysis is nb exception - the search process is too complex to investigate in



its entirety with current data sets. Nevertheless, search methods consti-

tute an important topic because the methods selected may direct lob seekers

towards particular kinds of jobs (or put differently, some lobs and labor

market successes may be accesible only through certain employment

channels).

B. USE AND EFFECTIVENESS OF SEARCH METHODS

1. General Discussion

This analysis is designed to identify patterns of usage and effec-

tiveness. If a method is associated with a high (low) effectiveness rate,

then there may be some justification for government to encourage (dis-

courage) its selection. An important caveat to such a conclusion is that

our sample statistics do not control far interpersonal variation that mav

influence the outcome of a given method. A second important qualification

is that all search methods do not have the same costs, either private or

social, so that an "ineffective" method may be used frequently if it is

relatively cheap.

The search literature frequently makes a distinction between formal

and informal methods of job search. Formal methods are defined as those

which involve an institutional intermediary to arrange a contact between

employer and job applicant. Such methods include state public employment

services, private employment agencies, school and college placement

'offices, union hiring halls, and community action groups. Informll methods

include direct contacts to firms, and use of friends and relatives. Adver-

tisement through the media (primarily newspapers, but also television and

-



radio) , while functionally formal inasmuch as the media serves as an inter-

mediary between jobseekers and employers, is sometimes classified as infor-

mal because of low cost, zasual use, and absence of an arranged employer-

searcher interview.

rormal methods, generally offer more extensive job market informa-

tion by uncovering a broader range of job possibilities across different

employment sectors. Informal methods, on the other hand, often yield grea-

ter intensive job information (working conditions, advancement possibi-

lities, fringe benefits) about relatively fewer jobs. As Rees and Schultz

(1970) haye pointed out, markets tend to be formally structured when the

commodities being purchased or sold are highly standardized, and all that

is essentially at issue is the exact selling or buying price, which is

determined through extens:ve search. Should the items or services being

exchanged vary substantially in kind, then greater intensive search will be

required. Thus, it may be hypothesized that informal search methods, given

their low cost and tendency tO yield more in-depth information to both the

prospective employer and employee, will be utilized most often when the

variety of jobs and/or workers is great. Where the potential work force as

well as the scope of job possibilities is relatively

search methods should come to pray a lar4r role in the

homogeneous, formal

employmznt Process.

The NCES data provide a good opportunity to examine search methods

used by recent high school graduates. As a useful counterpoint, the re-

sults described for the NCES ample are contrasted with similar results

obtained by the Bureau of Labor Statistics (BLS) which are based on data

from the CUrrent Population Survey (CPS) conducted by the Bureau of the

Census for BLS.
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The source of youth search method information is the second

follow-up survey (October 1974). Wbile similar inforMation is available

from the first follow-up survey, there is little difference ih the sample

statistics and we focus on the later interview because the individuals have

accumulated another year of experience in their brief exposure to the labor

market. Before discussing the findings, several comments should be made

with regard to the search data. First, the survey questionnaire queried
4

respondents about whether or not they had engaged in any job search between

October 1973 and October 1974. If affirmative, respondents were asked (1)

to check one or more methods that were used and (2) to check one or more

methods that led to a job. Note that multiple responses are possible and

that indications of use or effectiveness do not convey any information

about intensity, frequency of use, combinations of methods, duration, or

acceptance standards.

Second, the retrospective questionnaire does not distinguish among

separate periods of (un)successful job search. Hence, there is no way to

link the use of search methods to particular outcomes since multiple epi-

sodes may have occurred. We could, in fact, do this by limiting the sample

to single, job changers but that would considerably narrow our focus.

Third, the sample use and effectiveness rates gloss over a number of other

aspects of search as well as personal heterogeneity that are likely to

influence the outcome of search. Hence, the sample rate statistics are

'necessarily averages across all tipes of searchers.

2. Use and Effectivenss Rates

In the NCES sample, 7,254 persons indicated that they had looked

for one or more jobs during the October 1973-October 1974 period and had
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reported using at least one search method. Statistics have been generated

not only for the total group of searchers, but also for four race-sex sub-

groups (white/nonwhite, male/female). The questionnaire listed eleven

search methods with a residual twelfth category ("other"), to absorb re-

sponses that did not correspond to any of the deTined methods. Use rates

are calculated by dividing the number of persons using a method bv the

total number of searchers.

Effectiveness rates are constructed by dividing the number of per-

sons who obtain a job using a given method by the total number of users of

that method. The value Of these statistics is that we can identify whether

or not the use of certain methods appears to be justified given its asso-

ciated effectiveness rate. Of course, a closer examination of What factors

influence both the use and outcome of search methods, including their re-

spective costs, should be undertaken prior to making policy recommendations

from these results. Still, the following statistics tell an interesting

and useful story.

ITi'table 18, it is apparent that informal search methods are used

far more frequently than formal methodsr--L4n particular, direct application

to employers is the most commonly used method (74 percent of the sample),

followed by-the of friends and relatives (57 percent) and use of media

N -
(53 ptrcent). The most frequently used formal methods were pdblic am-

ployment services (30 percent), followed by school and college placement

(19 percent), And private employment agencies (15 percent).

The pattern of effectiveness rates for the total sample exhibits

both similarities and differences to the use of 'search methods. Among

informal methods, direct employer application (61 Percent) and friends and

-204-



relatives (59 percent) resulted in the highest job-finding rates, while

media (27 percent) accounted for considerably fewer matches. hmong formal

methods, school and college placement (42 percent) and tnion registration

(43 pecent). had.the highest effectiveness rates, while the use of private

employment agencies (29 percent) and public emplorment services (21 per-

cent) appeared, on average, to be less successful routes to employment.

In addition, there are several race7sex differences suggested by

the statistics in table 18. First, all four subgroups are more likely to

use and find jobs with informal search methods than with formal methods.

However, whites are considerably more likely to find jobs through formal

methods, with the excepttop of media, than are nonwhites, even though the

use rates are.similar: SeTnd, blacks are more likely, on average, to use

4 formal,methods than whites, and, by and large, these methods appear,to be

as effective for nonwhites as they are for white persons. For all sub-

grqups, school and college placement services are an important formal em-

ployment channel.

in summary, the results indicat that whites are generally more

successfuf im obtatninq employMent than are nonwhites, although the differ-

ential is most pronounce3 for informal methods and negligible for formal

methods. This suggests' that to the extent that racial job discrimination

may oCCur in "marketplace, it is most apparent in screening Persons via

informal Contacts. .Am equally likely explanation is that nonwhites may not

have enou9h personal contacts or labor market information to use informal-
:

methods in.an effective way. However, direct applications and friends/re-

latives are still the modt4Promiel.ng avenues for nonWhites.' Finally, care

must be tuken in.jinterpreting:suboroup

,*.f)
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TABLE I&

JCS SEARCH USE ANO Erviscrtimmss RATES! OCTORER 1973 - OCTOBER 1974

Search Method

.4

Total NW male

Use Rate
W Male NW Female W Female Total NW Kale

Effectiveness Rats
m Male MI Female M Femal

Dirsct Employer . c'

Contract 74,0 68.8 76,7 155.8 75.7 45.3 38.4 50.0 31.0 40.2

e. /

N.
Friends and l

.

Renitive 57.3 62.4 61.1 53.4 53.7 -, . 33.8 32.1 40.7 22.0 32.3

,..... Media (newspaper,

' radio) 53.3 52.5 46.1 51:5 58.0

t

14.6 10.3 13.0 11.3 10.6

Public Employment
1

Agency 14.8 16.3 10.1 24.5 15.2 4.3 5.1 2.7 5.4 5.2

0
ON
1

School and College

Placement . 19.3 24.1 16.7 26.0 18.0 8.1 8.0 7.3 10.4 8.1

Civil Service

Application 15.1 23.1 12.6 24.3 11.9 3.0 4.4 2.5 4.6 2.6

Professional

Periodical - 10.3 13.3 9.3 14.5 9.0 1.8 2.5 1.3 2.0 21

Union Registration 540 10.7 9.8 4.0 1.5 2:5 4.6 4.5 .4 :9

Community/Melfare
Group 5.0 9.4 2.6 13.5 2.8 1.0 ' 2.4 .5 2.2 .7

4
I

Joyair 2.7 6.0 2.0 5.8 1.5 .8 2.6 .6 1.1 .5

*Other 3.7 4.0 3.7
/ 3. 9 3.5 2.7 3.0 3.0 - 2.1 2.5

0

tor4---

SWIM Mathematics Policy Research, Inc.
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differences because the statistic41 significance across pair-wise differ-

ences have not been computed.

3. Jobseeking Methods Repolted by BLS

As reported by Rosenfeld (1975), BLS financed a national survey in

January 1973 of all persons aged 16 years and older. The method used most

often (66 percent) was direct application to employers without suggestions

or referrals by anyone. Direct application was also cit,3 by the largest

proportion (35 percent) as the method by Which they found their prcsent

job. Next in rank were asking friends about where they work (12 percent),

and answering newpaper ads (12 percent). With respect to effectiveness

rates, direct applications (48 percent) was the clear standout, followed by

several methods whose effectiveness rates ranged from 19 to 24 percent:

friends, relatives, answering newspaper ads, private employment agencies,

school placement, and union halls.

The BLs report also indicated that among active job searchers in

January 1973, workers averaged four different methods in their job search;

20 percent used only one method, and 33 percent used five methods or

more. There was little race-sex difference in the average number of me-

thods used. About one-third of all jobseekers had turned down one or more

offer, with nonwhites being leas likely to refuse work (22 percent). Job-

seekers generally spent relatively few hours a week looking for a job.

.About 66 percent reported looking for five hours a week or ,less, and about

20 percent looking for 11 hours or more per week. Jobseekers generally

restricted the geographic range of their job hunt to relatively short dis-

tances from their Ilomes. About 40 percent looked no farther than 10 milese
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70 percent looked no farther than 25 miles, another 14 percent looked up to

50 miles, 8.5 percent searched in areas more than 100 miles from home.

Rosenfeld (1977), using May 1976 CPS data on jobseeking methods,

reports little difference in methods used between employed and unemployed

searchers, regardless of race or sex classification. One difference in

search method usage between the two labor force categories was that unemr

ployed persons (26 percent) were more likely to use a pUblic employment

agency than employed workers (19 percent). This probably reflects the work

registration requirement imposed by the unemployment insurance system on

active claimants.

According to Rosenfeld (1975), the biggest differences between

young workers (especially teenagers, 16-19 years, of age), and prime-aged

workers are that the former (1) use public and private placement agencies

less often, and (2) go directly to employers more frequently. However,

with regard to how the current job (January 1973) was obtained, the pattern

Z4etwaen young workers (16-24 years old) and prime aged workers (25 to 44

years old) is quite similar. The notable exceptions are that young workers

are relatively more likely to have found their job through a relative (11.5

versus 6.0 percent), school placement (4.6 versus 1.8 percent); and less

likely to have found a job by answering a newspaper advertisement (8.8

versus 13.6 percent).

C. WAGE IMPACTS OF JOS SEARCH METHODS

1. General Discussion

The percentage wage change analysis discussed in this section is a

direct extension of the wage impact analysis presented in Chapter VI.

Here, the estimating equation builds on the previous specification by

1)(-11



adding pearch methods to an otherwise identical list of predictor vari-

ables. The dependent variable is the percentage change in wage rates that

occurred between October 1974 and October 1976.

The rationale for using a change equation was described in the

preceding chapter. In brief, the justification is that a good approxi-

mation of the short-run effects of human capital investments (excluding

costs), is to compare before and after wage rates for persons who do and do

not undertake such an effort. Workers who enhance theiryluman capital are

expected to experience a positive return in the form of higher wage rates

than would have transpired had such an investment not been made. Apart

from general wage inflation, workers are presumed to reap positive returns

from additional schooling, on-the-job experience/training, and job mo-

bility. The latter includes aearch activity to acquire job information and

job offers, as well as job and location changes. However, the wage rate

may capture only part of the returns to human capital investments to the

extent that there are nonpecuniary returns, and that investments may in-

fluence both the likelihood of employment and the number of work hours.

In Chapter VI, the wage repercussions of job and location mobility .

were examined. A notable finding was that receht job changers had rela-

tively amaller wage gains, than job stayers, unless job mobility was accom

panied by migration. This chapter takes a closer look at job changers to

investigate'the role of search methods in affecting wage outcomes. Toward

this end, the same sample used in chapter VI (except for these cases eli-

minated because of missing search data) is split into two subsamples: (1)

those Who switched jobs during'the two-year analysis period and (2) those

who remained at the same job between October 1974 and October 1976. This

2 .



focus is prompted by the relatively poor wage growth estimated for recent

job changers. Because of this, it is useful to determine whether or not

the payoff to search methods differs by the recency of a job change.

In whac follows, descriptive statistics are presented for the two

samples and the regression results are discussad.

2. Descriptive Statistics

The samples of 768 job changers and 971 job stayers are very simi-

lar with regard to personal, high school, and postsecondary education

attainment.

statistics

number of

Because of the similarity with the previous chapter, these

are not reproduced here. However, the two samples do exhibit a

differences with respect to wage rates, labor force experience,

and search methods.
VA

tistics are reported

job before

recent job

As

To highlight these differences, the descriptive sta-

separately for workers who started their October 1976

1975 and those

changers).

seen in table 19, job

who started sometime during 1975 and 1976 (i.e.,

stayers enjoyed an initial wage advantage

over job changers, which increased from $.24 (7.5 percent) to $.72 (9.4

percent) aver the two-year period. This increasing differential was re-

flected in the previous regression results for the entire sample after

controlling for other sources of individual variation. In addition, job

switchers appear to have worked fewer weeks during the year before the

a differential that increased from 4 weeks (8 percent) to

12.5 weeks (13 percent) during the two years between October 1974 and

October 1976. This evidence emggests that job mobile workers suffered a

relative decline in both work hours as well as hOurly earnings. The fewer

weeks worked during the analysis period may also imply that job changers,

or),) -210 -



on average, experienced a spell of unemployment between jobs. An important

weakness of the NCES data is that the reason for job termination is un-

available. Thus, we are unable to discern whether or not job losers fare

relatively worse in the labor market than job leavers.

TABLE 19

SELECTED DESCRIPTIVE STATISTICS FOR JOB STAYERS AND JOB CHANGERS

(sample proportions or means with standard deviations in parentheses)

Va,iable Statistic

Job Stayers Job changers (1975-76)

October 1974 Wage Rate

October 1976 Wage Rate

No. Weeks Employed:
10/73 to 10/74

No. Weeks Employed:
10/74 to 10/76

$3.19 (1.47) $2.95 (1.47)

$4.05 (1.47)

46.88 (13.10)

98.46 (19.04)

$3.67 (1.47)

42.99 (14.02)

135.94 (22.70)

October 1976 Job Started

in 1975 .36

October 1976 Job Started

in 1976

Moved only during 1972-74

.64

.08 .13

Moved between 10/74-10/76 .11

Search Methods Used to
to Obtain October
1976 Job:

School/College Placement .09 .02

Civil Service Application .04 1 .02

Public Employment Service .04 .07

(10 t

k. kw A
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TABLE 19 (Continued)

Variable

Statistic

Job Stayers Job changers (1975-76)

Private Employment Agency .03 .03

Media .08 .12

Relatives .27 .15

Friends .31 .35

Direct Application
to Firm .12 .14

Other .05 .10

Number of Observations 971 768

SOURCE: Mathematica Policy Research, Inc.

With regard to the search method used to obtain the October 1976

job, there are several differences between workers Who found their jobs

before 1975 and those who started during calendar 1975-1976. The pro-

\ portion using school/college placement services, civil service appli-

Cations, and relatives declined substantially. The drop in school place-

ment as an employment channel is reasonable because of the longer period

since gradustion for the recent job changers. The large drop inhe use of

relatives to find a job may be explained by two factors.

First, relatives may be most useful in "getting, someone started",

but thereafter, an individual becomes more elf-sufficient as he or she

1).24Z:
t.)



becomes better acquainted with the labor market, and hence, does not have

to rely as much on the family.1 Second, we conjecture that jobs found

through relatives tend to be "good" jobs which young workers are reluctant

to leave. Hence, the difference between the two subsamples may imply that

recent job changers are less likely to have,used relatives in the first

place.

The public employment service becomes a more important source of

jobs for the recently employed. This greater role may be explained partly

by the work experience accumulated by job changers who may have been laid

off, but who, qualified for unemployment insurance and hence, were required

to register with the local public employment agency. The greater reliance

on media and the public employment service may reflect the fact that as

workers became more integrated into the labor force, they are more cogni-

zant, or able to take advantage of, formal market intermediaries. Con-

trarily, one can speculate that these mechanisms are used most frequently

by unstable workers, or Are most effective for occupations/industries in

which mobile workers reside. Perhaps with better labor force experience

data, these questions can be resolved. Finally, the rather obvious problem

of small numbers,of observations for some of the search methods should

temper inferences drawn from the statistics in table 19 regarding sample

differences.

O. Interpretation of Empirical Results

The regression results for the t9:3 samples, job stayers and job

changers, are presented in table 20. The purpose of this sample'strati-

fication is to determine how the impact of search methods on the percentage



change in wage rates (October 1974 to October 1976) varies by job stabi-

lity. The search method variables denote how respondents found their

October 1976 job. Thus, for job stayers, the analysis estimates either a

lagged effect or time-persistent effect of search methods used before the

1974-76 time period. For job changers, the analysis measures the short-run

wage effects of the methods reported to have been used to obtain the

end-period job, vis-a-vis the wage rate earned on the beginning-period

job. Analyzing job stayers separately also enables us to estimate how the

effects of other explanatory variables on 1974-76 wage change vary by an

individual's Libor

The wage change equation is actually estimated,by regressing the

log of the October 1976 wage rate, log(W-76) against a set of explanatory

variables, including log (W-74). This respecification retains the change

model specified in chapter VI while permitting the log(W-74) coefficient to

vary from unity. The estimated coefficients on log(W-74) for both samples

are considerably less than one, suggesting a general compression in the

distribution of wage rates: a convergence to the mean value. This pheno-

menon is stronger for job changers, which is reasonable given that they are

more likely to experience greater wage change than those who remain with

the same employer throughout the two-year period. This regression to the

mean, however, may also be a statistical artifact since transitory elements

and measurement errors contained in reported wage rates will tend to offset

one &nother over time.

Race/Sex identity is estimated to be significantly associated with

wage change. For immobile workers, black males fared significantly better



than white males (by 5 percent); while females, regardless of race, ex-

/

perienced about a 7 percent smaller change in hourly, earnings. For job

changers, only white females differed significantly ram the omitted group

of white males, and they encountered a relatively sharp redtrtion in wage

rates of 18 percent. This suggest either that job stability is partitu-

larly important in the occupations/industries in vhich white females tend

to work (e.g., rapid salary increases on the basis of tenure), or that this

subset differs bignificantly in ways that are unobserved in our analysis.

The estimation found that a young person's socioeconomic background

did not have a significant influence on wage growth. Nor did the high

school .program ave a significant impact. .An individual's `Aptitude, how-

ever, does have a significant positive effect for job stayers, and a posi-

tive though marginally insignificant influence on wage change for mobile

workers.

Aptitude is believed to be related to a worker's productivity and

the rate at which skills are learned while on the job. To the extent that

employers recognize and reward employees with better skills, we expect

workers with higher aptitudes to experience greater wage growth* than com-

parable workers with lower aptitudes. This finding also suggests that

firms base their promotion and wage decisions on more than just formal

educational attainment, an argument that is puttforth by advocates of the

"screening" and the "sheepskin" hypotheses, Xn brief, the screening hypo-

thesis posits that employers use educational attainment as a signal of an

individual's innate skills and social habits, and that education per se

*does not h\ much effect on skill development. Hence, employers use years
/

of schooling as a,signal in making their hiring and promotion decisions

I) . ,

A..., ,.5
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because in the absence of adequate information, such an indicator provides

a useful screening device With-"which to iden'tify desirable employees. The

sheepskin argument is analagOus in that degrees are considered to be cru-

cial milestones and that a diffetience in on% year of schooling has a dis-

proportional effect on labor market success if it is associated with

earning a degree.

Our analysis does not provide a test of whether or not firms hire

workers in a manner consistent with the screening or sheepskin hypo-

theses. The evidence for the NCES samples, however, implies t1;at employers

Are, or become cognizant of, worker skill differentials and subsequently

provide remuneration reflecting skill differences. The asymetrical effect

of aptitude for our two samples is expected in the above context: employers

are more likely to observe productivity differences among job stayers than

they are among their most recent workers.

Postsecondary education is expected to be associated with higher

wage rates15ecause additional schooling presumably adds to a person's stock

of human capital. To the extent that suc increments are of marketable

value (i.e., affect a worker's productivity), workers who acquire such

training should command a hgher wage rate than in its absence. The mea-

sures used for postsecondary education (PSE), however, are crude and the

results should be interpreted with caution. First, a distinction should be

made between PSE degrees earned before and during the analysis period. If

PSE has a positive, but once-only effect on wage rates, then s wage change

specification such as ours may yield inaccurate estimates of the return to

PSE if most of the observed training occurred before October 1974. Second,

attendance, length of stay, and type of prognmm may influence the return to
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PSE programs. Third, there may be systematic, but unobserved differences

between those who enroll and earn PSE degrees and those who do not. With-

out controlling for this sample selectivity, estimates of the pecuniary

effects must be considered tentatrve.

Our purpose in including PSE degrees, however, is not to analyze

the returns to'post-high school education. Rather, ilt is to control for

the possible influence of this form of human investment in order to obtain

estimates of the impact of migration on wage rates. With.the foregoing

caveats in mind, the results do indicate a generally positive return to PSE

degree attainment for job stayers, but not for job movers. Por the former

group, earning either a voc-ed degree, "other" certificate or degree, or a

license is associated with greater wage growth. While the dates of degree

awards are not controlled for, it is probably the case.the:t they pre-date

the analysis period and the positive returns4reflect either a lagged 'effect

or a time-persistent effect.

The lack of a significant/PSE wage influence for job changers sug-

gests an interesting interpretation that reinforces the discussion re-

garding the role of aptitude in a wage growth model. That is, the acqui-

sition and development of skills appears to pay off only when combined with

on-the-job experience. Job instability interupts this cumulative effect in

that emPloyer recognition and reward for worker skills appears to be de-'

.pendent on job tenure - firms require time to observe,and assess worker.

productivityi a condition that tends to be unfulfilled for job changers.

To the exteat that this argument its valid, then our results'offer an ex-

.

planation of why job changers, on sverage,,are estimated to suffer relative

wage losses compared to job stayers. In chapter VI, this negative effict

9'1/1
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was found to be, most pronounced for the most recent job twitchers, which is

consistent with the above,discussion. By splitting the sample on the basis
,

of job stability, we have,found a reasonable explanationvof Why job chan-
,

gers experience relativ,e, short-run Wage Iiodses, apart'from an inefficient

search or job selection process;
shO

The number of weeks employed may af;fett wage growth insofar as

on-the-job experience is associated with increments,to work skills. Past

(October 1973 to October 1974) and current (October 1974 to October 1976)

employment experience are estimated to have significant and positive

effects on wage growth for job changers. Note that While the respective

coefficients differ by a'factor of two, this difference is due primarily to

the fact that the current period is twice as long,a; the past period, not

because of a disparity in that marginal effects on wage change (the

standardized, beta coefficients are .10,and .075, respectively).

These estimates suggest that workers with little emplopzent ex-

perience encounter difficulties in securing a better-paying job thal other-

wise similar workers with relatively more,experience. This makes nense in

that potential employers are likely to weigh a job candidate's work experi-

ence in the hiring decision and in setting the entry wage rate. In.addi-

tion, the current employment experience variable may also be picking-up the,

effect of unemployment. If a longer jobless period either makes a job

searcher less attractive to a firm, or makes a job seeker less elective in
.

accepting a job offer, then we would expect current weeks of emplo ent to

have a pdsitive impact on wage change.

work experience variables, however, do not have a similar inv.

pact tor joli stayers. Past experience has an insignificant effect which
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my be cause& by its lack of distinction between weeks of employment for

one employer versus two or more employers. In contrast, the weeks of em-

ployment during the two-year analysis period is negatively related to wage

growth for job stayers. While at first blush this relationship may seem

contradictory, it does coincide with our a priori expectations.

Recall the development of the change model in equation (4) of

chapter VI. .Initially, the wage level equations were specified as a func-

tion of experience and experience-squared in order to capture the cur-

vilinear relationship between wage rates and experience. That is, the

positive effect of experience on wages begins to diminish over time, even-

tually beginning to decline. In terms of a wage level equation, this im-

plies a positive coefficient on experience and a negative coefficient on

experience-squared. However, in a wage change equation, the quadratic term

drops out, but thecoefficient on experience now measures the quadratic

effect of experience (deflated by a factor of 4).

Hence, the negative coefficient estimated on weeks of employment

(divided by 4), is an estimate of ,how the wage rate-experience effect is

adjusted downward with the accumulation of work experience. The cur-

vilinear relationship, of course, cannot be determined without running a

wage level equation to obtain the coefficient of the linear experience

variable. This argument cannot be applied to the job Changer sample be-

cause we are unable to assign weeks of employment to any one employer, nor

do we have an inftial wage rate for mobile workers on their new jobs (the

time frame may also be too short for the most recent job switchers).

The roles of j b and location mobility were discussed in the pre-

vious chapter. Common to the two samples analyzed in this chapter, is that

I. 0'1'1
4.4 La No



migration during the 1972-74 period continues to be associated with greater

wage growth for both job stayers and job movers, with and without con-

trolling for the size of the community in Which a respondent resided as of

October 1976. This evidence implies that migrants are tliire to geographi-

cally position themselves in labor markets offering greater wage growth

potential, in general, and/or are able to locate better worker-firm matches

which result in a more favorable wage performance than for otherwise

similar nonmigrants.

The community size in which a respondent lived in October 1976 is

intended to control for differential rates of overall wage growth parti-

cular to the size of the local labor market. Because the use of search

methods tO obtain the October 1976 job may be correlated with city size,

excluding the latter from the estimation would lead to misleading estimates

of the wage impacts of search methods. The results imply a strong positive

association between the/Psize of community and wage change. The larger

coefficients for the job changer sample reflect either (1) a movement from

smaller to larger localities, a pattern discussed in chapter VI, or that

(2) job switchers in larger communities are more likely to find a better-

paying job than if they had switched in a smaller-sized area.

The gross returns estimated for the various search methods used to

find the October 1976 job do not display much variation from one another,

or from the omitted'category (direct application to employers). With re-

gard to workers Who have held the same job for at least two years, the

channel of employment does not appear to affect subsequent wage growth,

although it may have had an immediate impact. With respect to recent job

changers, the regression analysis does reveal some short-run differences.

-220-
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Workers using a. public employment service to find a job exherience smaller

wage increases, and those who used friends are estimated to have signifi-

cantly greater wage gains relative to the omitted category. In same cases,

there are so few sample observations that reliable coefficient estimates

are probably unobtainable, even if a systematic relationship existed in the

po lation at large (these methods are school/college placement, civil

service applications, and private employment agencies, all of Which have

positive but insignificant coefficients).

The relatively poor wage growth associated with public employment

placement services, ceteris paribus, tends to confirm its generally nega-

tive reputation regarding the quality of jobs accessible to its job appli-

cants. While this is not necessarily a criticism of the public employment

service itself, it may imply that the range and type of employment posi-

tions that it covers is somewhat limited. A more encompassing job bank, in

this sense, would probably lead to better market outcomes for workers who

choose or who have little choice but to use the publkoly provided placement

service. Another alternative explanation for its negative wage association

may be that workers who rely on the public employment service were laid off

(they must register with the service to qualify for unemployment compensa-

tion), and if laid-off workers tend to experience greater obstacles than

jobsquitters, then the negative return that is estimated may be spurious

because there is no variable available in the data with which to control

for the cause of a recent job termination.

The positive return associated with using friends to find/a job

suggests an interesting interpretation. Informal methods such as friends

and relatives are considered to provide relatively in-depth information



TABLE 20

REGRESSION COEFFICIENTS ON THE OCTOBER 1974 TO OCTOBER 1976

PERCENTAGE CHANGE IN WAGE RATES: SEARCH METHODS ANALYSIS

(absolute value of t ratios in parentheses)

Variable Job Stayers Job Changers

Log (W-74) .587 .(22.78)*** .3L1 (9.89)***

Nonwhite Male (99,91)a .054 (1.67)* -.052 (1.21)

Nonwhite Female (99,67) -.072 (2.12)** -.063 (1.20)

White Female (356,283) -.067 (3.16)*** -.181 (5.96)***

General/Academic HS
Program (621,516) .002 (0.08) .010 (0.37)

Socioeconomic Status of Parents .007 (0.40) -.009 (0.43)

Aptitude Score .006 (3.83)*** .003 (1.48)

Earned Certificate (149,130) .020 (0.82) .024 (0.72)'

Earned License (65,50) .055 (1.62) .076 (1.51)

Earned Voced Degree (36,35) .081 (1.74)* -.062 (1.04)

Earned Jr. College Degree (30,35) .045 (0.91)* -.058 (0.99)

Earned Other Cert/Degree (29,20) .116 (2.31)** -.006 (0.07)

No. Weeks Employed: 10/73-10/74 .001 (0.94) .003 (3.04)***

No. Weeks. Employed: 10/74-10/76 -.001 (1.65)* .001 (2.23)**

Search Method Used to Obtain 10/76 Job

School Placement
Services (89,14) .000 (0.01) .020 (0.21)

Civil Service Application
(41,17) -.057 (1.35) .058 (0.67)

Public Employment Service
(37,53) -.020 (0.44) -.093 (1.81)*

Private Employment Agency
(26,22) -.047 (0;88) .073 (0.95)

Media Newspaper, TV, Radio
(74,94) -.011 (0.36) -.063 (1.53)

Relatives (264,113) .007 (0.34) -.002 (0.06)

Friends (298,265) -.004 (0.20) .049 (1.64)*

Other (50,79) .027 (0.68) .007 (1.00)

Small City - 1976 (253,176) .024 (0.96) .043 (1.15)

Medium Metro - 7976 (191,143) .043 (1.56) .092 (2.79)**

Large Metro - 1976 (210,161) .070 (2.57)** .105 (2.66)***

Very Large Metro - 1976

(128,137) .071 (2.26)** .111 (2.70)***

Lambda -..001 (0.02) .067 (1.00)

(Continued)
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TABLE 20 (Continued)

Variable Job Stayers Job Changers

Started 10/76 Job in 1976 (492) -.048 (1.82)*

Location Change: only in
1972-74 (100) .072 (1.91)*

Location Change: 1974-76 (81) .144 (3.55)***

Constant Term .496 .486

R2 .473 .282

F Statistic for the Equation 30.222*** 9.643***

N 971 768

a: Dummy variables are followed by the number of observations in

parentheses for the two samples, respectively.

*: 10% level of significance, two-tailed test.

5% level of significance, two-tailed test.

1% level of significance, two-tailed'test.



(qualifications required, renumeration, job characteristics) for relatively

few jobs. The opposite is believed to typify formal search methods.

Hence, our results imply that access to -better information, coupled with

the likelihood of sersonal recommendations, leads to a more favorable

outcome.

D. CONCLUDING REMARKS

Young high school graduates rely most heavily on informal search

methods to look for and obtain employment. In particular, direct appli-

cation to firms, and use of friends and relatives are cited Ost frequently

by all race/sex groups in the NCES sample. While formal methOds tend to be

used much less than informal methods, school/college placeMent, private

employment agencies, and union registration account for a considerably

greater proportion of job matches relative to their use rates, than do

other foirmal and informal methods. This suggests that these institutions

play important roles as labor market intermediaries.

In contrast, direct firm contacts, and especially the use of media

and public employment services have relatively lower effectiveness rates

compared to their respective use rates. This may imply that direct appli-

cations and responses to advertisements provide little job requirement and

worker skill information to potential employers and emplorees, thereby

reducing the odds that any one contact will result in an acceptable

'offer. This seems to be particularly true for the use of media as a job

aearch method. The lower effectiveness rate for public employment agencies

may reflect either the relatively limited number/type of job vacancies



listed with the agency, or the fact that laid-off workers register with the

agency only as a prerequisite for receiving unemployment insurance-and

hence, utie it only in a nominal sense.

The estimated returns to search methods used to find the October

1976 job provide some additional information. For those who obtained their

jobs through the public employment service, the percentage change in wage

rates was significantly lower than for workers who used'other methods.

Thus, the pUblic emplc/ment service appears/to be both a less effective

source of jobs and, for the workers who are/placed, the relative wage pay-

off is smaller. However, it is premature to conclude that the pUblic em-

ployment service is not a cost-effective intermediary because it may enable

job seekers to obtain employment without investing much time or money into

the job hunt. Hence, the time commitment required of seeking out job va-

cancies, via direct employer contacts, and possibly by responding to want-

ads, may offset much of the differential between these methods and the

public employment service.

The only search method with a significantly positive wage effect is

the use of friends. As discussed earlier, the more detailed information

provided to workers, and possibly the use of friends as references, contri-

butes to a greater chance of obtaining a better paying job. This finding

suggests that both workers and firms would benefit from the provision of

richer, more accurate data on one another.

The lack of significant variation across most search methods is

somewhat surprising. Part of this is due to the insufficient number of

persons in the job changer saMple Who reported using some of the methods

(school placement, civil service, and private employment agencies).

()4, f
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Another explanation, one that is difficult to disentangle, is that job-

seekers tend to use a variety of methods (the average number iB four) when

looking for a job. During the job hunt, however, the individual may find

that because of personal skills/preferences or the characteristics of the

job market, certain methods seem to be the most useful in generating infor-

mation and offers. Hence, there may be a self-selection phenomenon taking

place whereby searchers gradually eliminate unproductive methods and focus

their time/money investments into only one or two. One coulC speculate

that the outcome of this winnowing-out process, ceteris paribus, is that

there is a general bunching of the respective wage impacts associated with

the, methods that are oberserved to result in a job find.

Our results imply that search methods seem to influence the

starting rate of pay, but thereafter, other attributes of the worker, or

well as the firm and local labor market, dominate in the wage growth pro-

cess. Specifically, the sample stratification has enabled us to isolate

what may be a major explanation of why interfillm mobility results in a

short term depression in wage rates. The human capital literature makes

the distinction between productive skills applicable to all jobs,(general)

and skills that are relevant only to a particular firm (specific). s'" If

employers pay their workers according to their general skills, and in addi-

tion pay them a portion of their firm-specific capital in order to reduce

voluntary turnover, then switching jobs should result in a wage reduction

until firm-specific skills are acquiad on the new job.

In'this context, bux results indicate that a worker's value to a

firm is not only a function of on-the-job experience, but ia also dependent

on other characteristics such a& aptitude and postsecondary education.

-226-



These attributes affect both the level and rate of skill development Which

in turn is reflected in greater wage growth. To thelextent that the link

between skill development and wage change requires employer recognition,

then we would expect this relationship to be most pronounced for stable

workers - a result that is corroborated by our results. However, the limi-

ted time frame of the NOES data do not permit generalizing these findings

to this cohort as they gain more labor force experience. It is possible

that over time, educational attainment and aptitude may play a smaller role

in determining labor market successes, and interim work experience may play

a more influential role.

In sum, the search method analysis should be considered explora-

tory. /t has provided useful information on the primary channels of emr

ployment and has identified two methods that seem to have relatively large

and small wage payoffs. However, the analysis is limited by its narrow

examination of the job search process, and therefore, raises as many ques.-

tions as it answers. For example, to evaluate the returns to various

search methods requires data on the time and money invested per method, or

how frequently a method was used. Nor do we have sufficient information to

discern systematic patterns of usage smong methods, if any exist. And

finally, the employment and wage implications of search are governed in

part by the nature of a recent job separation and in part by prevailing

.labor market conditions, neither of which are available in the data.



APPENDIX A

it

A REVIEW OF STATISTICAL ligTHODS *.eOR THE
ANALYSIS OF QUALITATIVE CHOICE DATA

It is clear from the text that some of the analysis in this study

involves analyzing the factors that lead respondents to make a certain choice

from among alternatives; e.g., whether to mightrate or stay in one location.

Such a choice is represented by a dichotomous variable which takes a valut

of unity if one of the alternatives is chosen, and zero if the other is

chosen.

The usual method of analyzing the effect of given explanatorP

variables on a dependent variable is multiple regression analysis,
1
which

is based on, among other things, the assumption that the dependent variable

is normally stributed. This assumes that the observed dependent variable,

as well as its predicted value, can take any value along the real line.

Clearly, this cannot be the case where a dichotomous dependent variable is

involved, since it can only take a value of zero or one. Furthermore, its

predicted value (i.e., the probability that the variable takes a value of

one) necessarily falls in the interval between zero and.one.

There are two major classes of models that are commonly used for

the multivirate analysis of qualitative choice, namely probit models and

logit models.2 What they have in common is that they preserve the very

attractive linearity property of the multiple regression model by assuming

1
For instance, see Theil (1971).

2
A standard reference for the fundamentals of probit analysis is

Finney (1952). A standard reference for the basics of logit analysis is

Cox (1970).

C)
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that a transformation of the probability of an event's occurence is a

linear function of 'the expaanatory variables, while assuring that the a

priori restriction that the probability lies in the unit interval is

observed. Specifically, the (dichotomous) probit model is of the forr

t -12
Pr(y

t
= 1) = 1 (2T) exp (-120) dw. (Al)

where E
t

= j Kj X jt, while the (dichotomous) logit model
1
is of the forr-

(A2) .

\\*"'dEssentially, equation (Al) escribes a cumulative normal curve,

whereas equation (A2) describes a cumulative logistic curve. It is a

well-),:nown fact that those two functions are very similar2; in fact, both

describes S-shaped curves of thellorm shown in Figure'A.1. How, then, does

one decide between the use of the two classes of models? There is one

practical consideration which has led us to opt for the use of lopeV

models; namely, the fact that equation (Al) can only be evaluated numerically;

hence, it would be rather tedious to generate predicted response probabilities

for given values of the explanatory variables, whereas
_

--,
'The generalization of this model to the case of choice from

among several alternatives (the so-called multinomial loqit model is straight

forward.

2For instance, see Cox (1970, pp. 26-69).

l) I A)
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In the logit model, it is straightforward to perform certain tests

of hypotheses, just as it is in the linear model. Suppose the analyst

wishes to know whether a given explanatory variable has an effect on the

probability of an event (say, migration) . This effect is represented by

the estimated coefficient of that variable. Since the ratio of the

estimated coeffi4cient to its standard error has an asymptotic standard

normal distribution, a standard test can be performed (at,least for large

samples). A joint test on several coefficients can be performed by

estimating the model with the several coefficients constrained (say, to be

equal). If Lo is the log of the likelihood function associated with this

model, and L
1
is the log likelihood associated with the unrestricted model,

then:

2
X = 2(L

1
- L

o
) (A3)

has an asymptotic chi-sqvare distribution under the null hypothesis

represented by the restricted model.

The partial derivative of the probability that the ith person will

choose_ an alternative with respect to the jth independent variable is given

by

3pz

3Xji = Bj pi (1 - pi. (1 - pi). (A4)

We should not conclude this discussion without acknowledging an

objection to the logit model that has been articulated. A number of

kesearchers have examined the behavioral theory that underlies commonly

used quantal choice models.
1

They have found that some very peculiar, and

1
See especially McFadden (1976, 1978) and the literature cited therein.

0.4 9
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often unrealistic, behavioral assumptions are required to order to derive

'tnodels such'as (A2). In particular, one must assume tIlat the relative

pro\\abilities of choosing two alternatives are
independent of the presence

. 1

of absence of other alternativs. The problem with this assumption is best

illustrated by the following example, due to Hausman and Wise (1978). Assume

that initially the probability that a respondent will drive to work is

two-thirds, with a one-third probability that he/she wilI take a (red) bus.

Then assume that the option of tlking a blue bus presents itself. According

to the behavioral theory underl 'ng (A2), the probabilities of driving,

taking the red bus, and taking the blue bus are one-half, one-fourth, and
, N

')
one-fourth, respectively, whereas a more plaititble scenario would hold that

the probability of driving should be unaffected, that the blue bus would

only attract persons who used to take.the red bus.

/n order to correct for this problem, a number of generalizations

of the multi:nominal probit and logit models have been proposed. For

instance, McFadden (1978) suggests the use of a "hested logit" mo3e1, which

involves the stepwise application of two or more multinomial logit models.

We concluded that the use of such models is not warranted in the research

, reported here for the follOwing reasons:

1

Such procedures would be very costly and an unwise use of

research resources.
\

In .ourstudy there is no situation analogous to the intro-

duction of the blue bus in the example given above. The

alternative as we have defined then are clearly mutually
exclusive from a logical standpoint (e.g., to move or not to

move), and hence questions arising from the introduction

of new alternativetypased on new technology siMply do not arise.

A somewhat rklated point is that the researcher can avoid the .

?
abproblem by defin rpis/her dependent variles in an intelli-

I) 4 / .

11
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1

-,.

,gent manner; e.g., ,in the example given above,
defining the generic alternative of "pkirig the bus,"
instead of treating the use of red and blue buses as
distinct choiceF: ..

s .

..
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APPENDIX B

:11
CONTROLLING FOR SAMPLE SELECTION EFFECTS

In the usual linear regression model,

Y. = E X ij Bj + E.
a)

where Y is te value of the dependent variable for the i-th observation,

x .

1) is the c pondening observed value of the j-th independent variable,

103iselecorrespondingmefficient,ande.is the error term. In such a

model, it is easily shown that

E(y) = E X ijBj (C2)

given the usual assumptions about the nature of the error term (i.e., that

it is normally distributed with a zero mean, and that it is uncorrelated

with the independent variables). It is also easily showm that the ordinary

least squares (0L5) estimator of Bj, which we denoted here by bj, is

unbiased and consistent.

When an observation is included in the sample only if the value

of som variable Yzi is in a given range, then equation (Cz) does not

necessarilyhold. Instead, as Heckman (1979) has shown,

E(yilinclusion = E X ijSj + 6Xi) (3)

where X is a function of the probability that an observation is included in

the sample and 6 is the associated consistent coefficient. Estimation of

all coefficifmts of the model can be accomplished by including a consistent

estimator of Xi, denoted here by Xi, as anajdOtional regressor in the model,
At)



4

using a procedure that we now describe.

The first step is to estimate the probability of inclusion in the

sample. If one assumes that the value of /zi is determined by 6 linear model

similar to (C1), then one can define a variable dzi that takes a value of

one if the observation is included in the sample, and zero otherwise.
1

Then

a probit model can be used to estimate the probability that dzi = lj that is,
2

where

B.
F (S ) = I 3 f (Wi)

f(W) = (zH )-12 exp ( W = z)

Si = X ik C
k

.

(C4)

(C5)

(C6)

In equation (C6) , Xik is the value of the k-th independent variable3 in the

probit model, and C
k

is the associated estimated.coefficient. Then

Xi = f(13.01 F(Si)
(C7)

is included as an independent variable in equation (A4).

Although this procedure yields consistent estimates of the Bjs and

6, the associated standard errors are in general not consistent, making

usual hypothesis tests invalid. The cause of this prob1em is heteroscedasti-

city of the error terms in the model represented by equation (C4). This

1
In most applications of practical interest, only dzi is observed,

not the underlying variable.

i

2The integral given in (C5) must be evaluated using a numerical

approximation formula. We are indebted to Steven C. Myers for dupplying

such a formula.

1

1

,

3The set of independent variables inciuded in the p obit model is

generally different from that included in the iinear model Cl), although ther

are usually same variables cannon to both. 1

40 a i,
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problem can be corrected by the application of weighted least squares (W1,§),
o

a method that is treated in any good econometrics text (e.g., Theil (1971),

Chapter 6). Consistent standard errors can be obtained by estiiating the

coefficients of (C4) using OLS, and then constructing an estimate of the

variance of the error term for the i-th obser-ation by

where

-z z ^^ ^

wi = la - 6X.(. + Si),
i 1

...

-1 z Z ^ -z
[Ui - 6 (X.S. - X.)I

i i 1

(C8)

(C9)

and where 6 is the OLS estimator of 6, and Ui is the OLS residual for the

i-th observation. Then (C8) can be used to re-estimate the coefficients of

(C3) by WLS, yielding consistent standard errors as well as consistent

point estimates of the coefficients.
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