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Abstract—This paper analyzes the return migration of foreign-born persons in
the United States. We argue that return migration may have been planned as
part of an optimal life-cycle residential location sequence. Return migration
also occurs because immigrants based their initial migration decision on erro-
neous information about opportunities in the United States. The study uses the
1980 Census and administrative data from the Immigration and Naturalization
Service. Immigrants tend to return to wealthy countries which are not too far
from the United States. Moreover, return migration accentuates the type of
selection characterizing the immigrant population left in the United States.

L. Introduction

IGRATION decisions are reversible. Studies of inter-

nal migration within the United States indicate that re-
cent migrants have a high probability of returning to their
origin or of moving on to other locations (DaVanzo, 1983;
Fields, 1979). Studies of international migration flows also
suggest the presence of large numbers of return migrants.
Warren and Peck (1980) and Warren and Kraly (1985) esti-
mate that perhaps 30% of the foreign-born persons in the
United States leave the country within a decade or two after
their arrival.!

The fact that large numbers of immigrants choose not to
remain in the United States has important implications. In
fact, much of the empirical evidence about the economic
impact of immigration reported in the literature is contami-
nated by the nonrandom nature of the outmigration decision.
Consider, for instance, the cross-section finding that re-
cently arrived immigrants have lower earnings than earlier
immigrants. Although this result can be interpreted as evi-
dence of rapid economic assimilation, it can also be ex-
plained through outmigration behavior. In particular, sup-
pose that immigrants who fail in the U.S. labor market leave
the country. In any given cross-section, early immigrant
waves have been “weeded out,” and have higher average
earnings than the more recent waves (which include future
outmigrants).?
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!t is unknown if these outmigrants are return migrants (in the sense that they
are returning to their country of birth), or if they are remigrating to a third
country. Throughout this paper, therefore, we use the terms return migrants and
outmigrants as synonymous, even though we do not know the final destination
of these flows. For additional estimates of return migration rates in the immi-
grant population, see Jasso and Rosenzweig (1982) and Lam (1987).

21t is important to note that the biases introduced by nonrandom out-
migration remain even if immigrant waves are tracked across censuses (as in
Borjas (1985)). Later censuses enumerate only those immigrants who reside
in the United States, and hence much of what is measured as assimilation by
the tracking procedure may be due to the changing composition of the immi-
grant cohort.
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Despite the practical importance of return migration, little
is known either conceptually or empirically about the selec-
tion process guiding the outmigration decision of the foreign-
born. Two recent studies, by Borjas (1989) and Jasso and
Rosenzweig (1988), begin to address these issues. In the
Borjas study, outmigration behavior is inferred from sample
attrition in a longitudinal data set of foreign-born scientists
and engineers. He finds that the least successful scientists and
engineers are most likely to drop out from the sample, and
concludes that the outmigration process is one in which “fail-
ures” leave the United States. In contrast, Jasso and
Rosenzweig observe the naturalization decision of immi-
grants, and infer that those who do not naturalize are most
likely to leave the country. In their study, it is the most skilled
workers who do not naturalize, and are most likely to be
outmigrants.

This paper presents a conceptual and empirical analysis
of the return migration behavior of foreign-born persons in
the United States. We argue that outmigration can arise for
two reasons. First, the return migration may have been
planned as part of an optimal life-cycle residential location
sequence, wherein some immigrants migrate to the United
States for a few years, accumulate financial resources or
other types of capital, and then return to the source country.
Alternatively, return migration occurs because immigrants
based their initial migration decision on erroneous informa-
tion about economic opportunities in the United States.

The empirical analysis relies on the 1980 Public Use
Sample of the U.S. Census, and on administrative microdata
from the Immigration and Naturalization Service (INS). By
combining these data, as well as by bringing in outside in-
formation on such factors as the number of illegal aliens, we
calculate outmigration rates for immigrants from 70 source
countries. These outmigration rates indicate that immigrants
tend to return to wealthy countries that are not too distant
from the United States. In addition, the empirical evidence
suggests that the return migration process accentuates the
type of selection characterizing the immigrant population
left in the United States.

II. Theory

There are two alternative approaches to modeling the re-
turn migration decision. The first views return migration as
part of an optimal residential location plan over the life cycle

3 A study by Lam (1987) also attempts to analyze outmigration behavior, and
presents some estimates of outmigration rates, but does not address the ques-
tions about the self-selection underlying the phenomenon. Tunali (1986) ad-
dresses selection issues with respect to the remigration process of persons in
Turkey. Finally, Pessino (1991) constructs a model of remigration based on the
hypothesis that outmigration can be mainly attributed to forecasting errors.
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(as in the occupational mobility model of Rosen, (1972)). In
other words, some workers consciously decide to immigrate
to the United States for a few years, and then return to their
home countries after accumulating sufficiently large levels of
capital or wealth. Alternatively, return migration flows may
result from “mistakes” in the initial migration decision. Po-
tential migrants in the source country are uncertain about the
economic conditions they will face in the United States. As
long as return migration costs are relatively low, workers who
experience worse-than-expected outcomes in the United
States may wish to return to their home country.

We begin by presenting a model that incorporates both
motives for return migration. Suppose individuals originate
in country 0 and consider the possibility of immigrating, ei-
ther temporarily or permanently, to country 1 (for concrete-
ness, the United States). The log earnings distributions in the
source country and in the United States are described by:*

)
)

where 4, is the mean log income in the source country, and
u, is the mean income that would be observed if all persons
in the source country migrated to the United States. The ran-
dom variables v and e measure deviations from mean in-
comes, have zero means and finite variances, and are as-
sumed to be independent. We also assume that v is known to
the individual, while € remains unknown unless the indi-
vidual migrates to the United States. We interpret v as re-
flecting ability or skills that are transferable across coun-
tries, while € reflects an uncertain component (perhaps due
to misinformation or luck) in U.S. earnings. The parameter
71 can be interpreted as the rate of return to skills in the
source country relative to that in the United States.?

Upon arrival to the United States, the immigrant makes a
draw from the known density g(e), and if the value of the
random draw is sufficiently negative chooses to return to the
source country immediately. The immigrant also knows,
however, that a temporary stay in the United States might
improve the economic options he faces in the source coun-
try. The simplest way of modeling the gains to the immi-
grant’s investment is to assume that after spending a fraction
7 of the working life in the United States, immigrants can
increase their earnings in the source country by k percent.
We assume that the parameter & is constant, and that the
individual’s temporary stay in the United States, if it occurs
at all, occurs at the beginning of the working life.®

Wo = U+ 1V,

W, =l + V+ €,

4 The model presented below generalizes the Roy model framework (Roy
(1951); Borjas (1987)) to include the option of return migration.

% Note that the model assumes a perfect correlation between the skill com-
ponents of earnings in the two countries (i.e., between v and nv). Obviously,
this assumption restricts the types of migration flows that can be generated.
Borjas (1987) shows that if the correlation coefficient were sufficiently small
or negative, the migration flow would resemble a refugee sorting: The immi-
grant flow is then composed of persons who do badly in the source country,
but who have skills which are useful in the United States.

6 A more general model would allow for the endogeneity of the length of
time spent in the United States.

THE REVIEW OF ECONOMICS AND STATISTICS

Workers in the source country, therefore, have an additional
option: residing in the United States for a fraction of the work-
ing life, followed by a permanent return to the source country.
Ignoring discounting and using a first-order approximation,
the log earnings associated with this choice are given by:

Wi = tw, + (1 — ) (wy + K).

©)

We assume that the (percentage) gain to a temporary stay in
the United States, k, is constant among individuals.”

Workers choose the sequence of residential choices that
maximizes their expected earnings, net of migration and
remigration costs. Let M be a “time-equivalent” measure of
the costs of migrating to the United States (M=C,,/w,, where
C,, are the dollar costs of migration); R be a time-equivalent
measure of the costs of remigrating to the source country
(R=C,/w,, where C, are the dollar costs of remigration). Fur-
ther, assume that the time-equivalent costs of migration and
remigration (M and R) are constant in the population.®

Assuming risk neutrality, a person migrates to the United
States if:

max[Ew, - M, Ew,;— M —R] > w,, @

and a person migrates to the United States and then returns
to the source country if:

max[Ew, — M, Ew,,— M —R] > w,
and

®)

Equation (4) states that a person in the source country mi-
grates if either the expected wage from permanently migrat-
ing to the United States, or the expected wage from “invest-
ing” in a short stay in the United States exceeds the wage in
the source country, net of the relevant migration and
remigration costs. Equation (5) states that the sample of re-
turn migrants is generated from the subsample of persons
who were migrants in the first place, and who have better op-
portunities in the source country (either in terms of w;, or w,)
than the actual income available in the United States (w,).?

For the investment motive to be relevant for return migra-
tion, we need to assume:!?

max[w, — R, w,;—R] > w,.

7 Most of our findings are unaffected by a correlation between v and k as
long as this correlation is not excessive.

81t is easy to generalize the model to allow for variable migration costs. The
qualitative nature of the results does not change as long as the correlation be-
tween migration costs and v is not excessive.

®We do not distinguish between persons who outmigrate immediately upon
making a draw from the density g(€), and persons who remain in the United
States for a fraction x of the work cycle and then return to the source country.

10This condition is necessary if anyone is to migrate to the United States as
part of a planned life-cycle mobility pattern which includes remigration to the
source country. To see why, note that for a worker to expect to return to his
source country, it must be the case that Ew,,— M — R > Ew, — M and Ew,, —
M — R > w,,. The first of these conditions implies that:

(1"’7)"<#0_!41+"'_1_f;r

while the second condition implies:



