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ABSTRACT

This paper analyses the reasons of the drastic decrease and change in
the patterns of inter-regional migration flows in Spain. In principle,
inter-regional labour mobility should take place as a response to
unemployment and wage differentials across regions and, hence, there
are several explanations for low labour mobility. Concretely, in the
Spanish case, some interesting developments that should be take into
account are: 1) an extension of the social protection system that provides
to unemployed individuals with alternatives to migration, ii) an increase
in mobility cots and cost of living (mainly housing prices) in the low
unemployment-high wage regions which, together with a reduction in
unemployment and wage differentials, reduce the returns to migration,
and iii) a reduction in the employment opportunities (for a given
unemployment rate) in the destination regions. To offer some evidence
on the ultimate reasons for the observed low inter-regional labour
mobility in Spain, we use cross-sectional data from the Labour Force
Survey to estimate the probability of moving conditioned on personal
characteristics and to observe the employment status of migrants. Qur
results suggest that an inefficient matching of unemployed and
vacancies located in different regions is an important factor behind low
labour mobility and, therefore, the improvement of this matching
process should be a goal of any employment policy aimed at increasing
labour mobility.

JEL Codes: J60, J61
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1.~ Introduction

Migration flows in Spain have substantially fallen since the
1960s. Nowadays, not only the proportion of migrants is rather low,
but also labour mobility does not seem to be taking place as a response
to regional unemployment and wage differentials. Some authors
(notably, Bentolila and Blanchard (1991)) have argued that these facts
are producing a mismatch between labour demand and supply, a
problem which is at the heart of high and persistent Spanish
unemployment. Hence, an increase in labour mobility is often
advocated as a solution to the Spanish unemployment problem.
Employment policies aimed at achieving such increase should rely on
the identification of the reasons hindering labour mobility. The purpose
of thi; paper is to offer some evidence on the characteristics and

determinants of Spanish inter-regional labour mobility.

There are at least two competing theories of labour
migration, that we shall label the human capital and the matching
theories. According, to the human capital theory of labour migration,
individuals migrate to the region where their expected utility, which
depends on real wages and the probability of being unemployed, is
higher. In particular, they migrate independently of (and, plausibly,
before) having found a job in the destination region. Hence, we should
observe migration flows from low wage-high unemployment to high
wage-low unemployment regions and the reasons for low labour
mobility must be found either in low wage and unemployment

differentials (maybe, because the perverse effect of a too generous
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unemployment benefit system and/or relatively higher housing prices in
the candidates for destination regions), or in the difference in amenities

between regions, or in significant mobility costs.

On the contrary, the matching theory stresses that labour
mobility is not intrinsically different from the matching problem
between unemployment and job vacancies, with the only difference that
some of the unemployed and job vacancies are located in different
regions and, in this case, matching is less likely. An obvious
implication of this theory is that individuals migrate only after having
found a job in a region other than their initial residence region. Hence,
the reasons for low labour mobility must be related to the
characteristics of the matching process between unemployed and
vacancies, and the differences across regions in this matching process.
Under this view the employment status of individuals is very relevant
to the migration decision, while under the human capital theory of
migration (which stresses the expected wage as driving variable of

migration) this employment status is less decisive.

Which of the two competing theories is better-suited to
explain labour migration is not only an academic issue. Assuming that
increasing labour mobility may contribute to reduce unemployment,
several employment policies may be recommended to achieve such
increase but which one of them is most successful obviously depends
on the ultimate reasons hindering labour mobility, which are different
under the human capital theory and under the matching theory of

migration,
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Previous analysis of labour migrations can be classified
according to the nature of the data used (time series or cross-sectional
data). As examples, one of the most recent studies regarding Spain is
Bentolila and Dolado (1990), who following the human capital theory
of migration, regress (net) inter regional migration flows on some
regional economic variables (wage and unemployment) to find that the
response of these flows to real wages and unemployment differentials,
is low and slow. On the other hand, Jackman and Savouri (1990) adopt
the matching theory and use the British annual data on (gross) inter
regional migration in the period 1975-87 to show that regional
characteristics, the levels of unemployment (at the regional and national
level), the share of long-term unemployment, the mortgage interest rate,
distance (plausibly related to information asymmetries) and vacancy
rates help to explain these flows. Judrez-Mulero (1991) presents a
similar analysis using Spanish data. On the other hand, Antolin and
Bover (1993) and Pissarides and Wadsworth (1989) have recently used
cross-sectional data to estimate moving probabilities (conditioned on
personal characteristics) in Spain and Britain, respectively, and to
analyze how regional economic variables affect these moving

probabilities.! ?

In this paper, we use a theoretical framework that attempts
to capture both the human capital view and the matching view of the

migration decision. We present this theoretical framework in section 2

‘Earlier studies using either time series data or cross-sectional data on
migration flows are referenced in the papers cited in the text.

?Antolin and Bover pool cross-sections of five yedrs (1987-91) of the
Spanish Labour Force Survey.
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and show that migration without employment (according to the human
capital theory) is likely when unemployment and wage differentials are
pretty large but that the matching view of migration is more appropriate
for lower (an more plausible) inter-regional wage and unemployment
differentials. Hence, it could be expected that low labour mobility is a
result of an inefficient inter-regional matching process. However, lack
of information on the inter-regional matches of unemployed and
vacancies precludes a robust empirical assessment of this latter
conclusion. We try to substitute this lack of information, analyzing
cross-sectional data on the personal characteristics and employment
status of migrants and non-migrants, in section 3. After presenting
estimates of the moving probability (conditioned on several personal
characteristics) we conclude that the matching view of labour migration
1s very relevant to the Spanish case. Some concluding remarks are in

section 4.

2.- A model of migration

In this section we try to identify the main variables affecting
the migration decision. For simplicity, we assume two regions, the
origin region (0) and the destination region (D), Residents in O must
decide whether or not to move to D, taking into account (real) wages
in each region (w, and w,)’, the frequency and duration of
unemployment spells which relate to hiring and firing probabilities (4,

hp and f, f5, respectively), altogether with the one time Joss caused by

‘Real wages are net of unemployment benefits and include the value of
amenities if these differ by regions.
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mobility costs (m). We denote by A/ the probability of being hired in
region j (O or D) while living in region i (O or D). This dependence
of the hiring probabilities on the region of residence is a simple way to
capture the matching component of the labour migration decision,
altogether with unemployment differentials across regions. For

simplicity, we will assume that individuals are risk-neutral.*

We define V; as the value function of being in the region i
in employment status s (unemployed, U, or employed, E). To denote
the time discount factor we shall use § (<1). We assume that people
receive one-job-offer per period of time (at the end of such period) only
when they are unemployed.® Hence,

vy =bhg-max{V,VE, Vp ~m)+
1)

+5[h§.max{ Vo, Ve-mVY ~m}+(1 -h;’-h;’).max{ Vyvy —~m}]

Vo = W, + a[ﬁm{vg,vg-m}+(1 H-max{Vg, vy, Vy-m] @

Vy = ah;’.max{V;’—m,V;’,V,f} +
(3)

+5[hl)0'max{yg..m,VDU,Vgum} +(1 —h;)~—hg§.max{Vg-msVDU}]

“Note, however, that under certain conditions a risk premium can be added
to the mobility cost and, thus, our results can encompass certain forms of risk-
aversion.

*This is for the sake of simplicity and without loss of generality.
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Vo = wpy + 8 [fomax{Vy Vg -m}+(1-p.max{V5, V., V5 -m} 1 )

where, for ease in notation we have assumed that the firing probability,
J, 1s invariant across regions. An unemployed person at the origin
region receives some unemployment benefit each period (which is
normalized to zero) and has several option in the following period
depending on whether or not she receives a job offer. In the case she
receives a job offer in the origin region, she may chooses between
accepting the offer, remaining unemployed or moving to be unemployed
at the other (destination) region. Alternatively, she may receive a job
offer from another (destination) region and, thus, she may choose
between accepting the offer, remaining unemployed in the origin region
or moving to the other region without accepting the job offer. Finally,
when no job offer is received, she may choose between remaining
unemployed at the origin region or moving to the other region. Hence,
the value to be unemployed at the origin region can be written as in
equation (1) above. (Equation (3) is obtained in a similar fashion). An
employed person at the origin region receives the corresponding wage
and has several options next period depending on whether or not she is
fired. If she is not fired, she may choose between remaining employed,
quitting the job and becoming unemployed, and quitting the job and
moving to another region. If she is fired, she may only choose between
the last two of the previous alternatives. Thus, equation (2) represents
the value of being employed at the origin region (and, similarly,
equation (4) represents the value of being employed in the destination

region).
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The individual will choose her residence and employment
status depending on which of these value functions is higher. We
emphasize that this way of setting up the migration decision is within
the spirit of the human capital theory. However, by making the hiring
probabilities in either region dependent on the region of residence, we
capture the matching component of the migration decision and we can
ascertain how the current employment status and employment
opportunities influence the migration decision. Since we want to focus
on the migration decision, we will assume that, within each region, the
value of being employed is higher that the value of being unemployed

(otherwise, whether to migrate is not an issue). Thus,

Vo >V, and Vi > Vg (5)

After having defined these value functions, we can obtain
the conditions under which labour migration takes place. For instance,

when
Vp-m > Vg (6)
unemployed will migrate to another region even before finding a job in

the destination region D (migration without employment).® A second

possibility is that

It must be noticed that migrations can be permanent or transitory,
depending on whether

u > E
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Vg—m < Vg < V§~m (7

and, in this case, individuals will migrate only after finding a job in the
destination region (migration with employment).” Finally, no migration

takes place when the previous inequality is reversed, that is

VC',J > V;" -m (8)

We will now obtain the parameter values for which,
alternatively, no migration, migration without employment and
migration with employment take place. Having done this, we can
discuss how changes in the parameter values affect the likelihood of

migration,

2.1.- Absence of migration

In the case in which no migration takes place, the value

functions boil down to:

Vo

]

8[hg Vo +(1 -hg)Vo] 9

Vo = 8k Vy+{1-h5) V) (10)

il

"Migration with employment is permanent if
Vo-m < V)Y
and transitory if

max{Vg ,Vg}-m > V;:



D.T. 93-05 por Luis Albériko Gil and Juan F. Jimeno

Vo = wo + 8V +(1-AV{)]
Vp = wp + 8[fVy +(1 ~AVs|

and, after some manipulation:

e wol1-8(1-hg)

) (1-8)[1-8(1-f-h)]

V;" _ 5hc?wo
(1-8)[1-8(1-f-hg))
Ve wol1-8(1-4p) |
(1-8)[1-8(1-f~hp)]
py Shpyw,,

) (1-8)[1-8(1-f-hy)]

(11)

(12)

(13)

(14)

(15)

(16}

10

and, thus, the condition under which migration does not take place, v,V

> V,f - m, is equivalent to

Bhowy  wy [1-8(1-hp)]
1-6(1-f-hJ) 1-8(1-f-h)

~(1-8)m

(17N
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Hence, high mobility costs, high wages in the origin region,
low alternative wages in other regions, high hiring rates in the origin
region, low hiring rates in the destination region and high firing rates,
make this inequality more likely to hold and, thus, may be among the

reasons of non-existent inter-regional labour mobility.

2.2. Migration with and without employment

At the other extreme, it could be the case that workers
migrate with or without employment. In the case of migration without
employment (1.e., moving into unemployment in the destination region),

the value functions become

Vo =8lhVa+hy(Vy~my+(1~h§ -h ) (V5 ~m)] (18)
Vo=w, + SRV -m)+(1-AVe] (19)
Vo =8{h SVE+«(1-h PV (20)

Vo=w, + 8{(1-HVy+V;5] 21 |

and after some manipulation:
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yu. Shyw,, @)
(1-8)[1-8(1~F-h)]
vE._ M [1-8(1-h2)] 23)
(1-8)[1-8(1-f-h )]
g (1-8)[1-8(1-f-h )] (wo-8fm) +83hpw),
vE- 4
(1-8)[1-8(1~f-E 1 -8(1-P]
U S[howothaw,~(1-8)hSm] .
© 1-8(1-)
(25)

S(1-8)(1-h2-h2)+8%f
1-8(1-)

6iz£wD

(1-8)[1~8(1~f~h )]

m

Therefore, the condition under which unemployed will move

to another regions even before finding a job is given by:

D o D D
M0¥p _ _(1-sym| » lhoRorhowy-U-Ohom] g
1-3(1-f-h2) 1-8(1~f~hg~hg)

Consequently, low mobility costs, low wages in the origin
region, high alternative wages in other regions, low hiring rates in the
origin region, high hiring rates in the destination region and low firing
rates, make this inequality more likely to hold and, thus, promote
labour mobility. It must also be noticed than an increase in the
probability of receiving a job offer from another region without leaving
the origin region (h,”), reduces the likelihood of migration without

employment.
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Hence, inequalities (17) and (26) define three different
regimes regarding labour mobility. When inequality (17) is satisfied, no
migration takes place, even if individuals receive job offers from other
regions. In this regime, only an increase in wage and unemployment
differentials across regions or a reduction in mobility costs can promote
labour mobility. When inequality (26) is satisfied, there will be
migrants moving without jobs. When neither of inequalities (17) and
(26) is satisfied, individuals will migrate only after receiving a job offer
in the destination region. In this latter regime, the main restriction to
labour mobility is the matching between unemployed and vacancies
located in different regions, although, as in the no migration case, a
sufficient increase in wage and unemployment differentials and a
reduction in mobility costs can promote labour mobility (by switching
regimes to the migration without employment regime). It must be
noticed that when the probability of receiving a job offer from another
region while living at the origin region, #,°, is nil (an implicit
assumption in the human capital theory of migration) then inequalities
(17) and (26) are equivalent and, thus, we can focus only on two
regimes: absence of migration and migration without employment (since
migration with employment is not feasible). Alternatively, the closer
this probability is to the hiring rate at the destination region, #,, the
more likely is that migration takes place only with employment, since
there is no gain from moving (and paying a positive mobility cost)
before receiving a job offer in the destination region. In this case, the
matching component of migration is most relevant since only migration
with employment will take place (as long as mobility costs are

positive).
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To get some feeling on the relative importance of the several
determinants of migration in each one of these regimes and on which
regime is most likely for plausible parameter values, we perform some
simulations. The results of these simulations are plotted in figures 1 to
6. These figures represent the ranges of hiring probabilities at the origin
and destination regions, ho° and hy,®, and of mobility costs (normalized
by the wage in the destination region, w,) for which each one of the
three possibilities analyzed (no migration, migration without
employment and migration with employment) arise, given different sets
of the parameter values, §, w, -normalized by wy-, f and sh, the latter
being the ratio of the probability of finding a job in the destination
region before moving to that probability after moving, A,°/h,P. These
figures are always drawn on the same scale so that they can be easily

compared.

Several interesting facts are illustrated by these figures. The

range of values of mobility costs for which migration (with and without

# /émployment) takes place is obviously increasing with the hiring rate at
the destination region and decreasing with the hiring rate at the origin
region. More interestingly, figures 1 and 2 show how changes in the -
firing rate affects the migration decision. A firing rate equal to one (up-

left panel of figure 2) reduces substantially the range of values of
mobility costs for which migration takes place (see, for instance, the

bottom-left panel of figure 1 where the firing rate is only 0.1).

*Firing rates are relevant to the Spanish case where the average job tenure
has dramatically fallen as a consequence of the increasing incidence of fixed-
term employment contracts. In 1984 the Spanish government introduced several
legal reforms to increase the flexibility of the labour market. These reforms
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Figures 3 and 4 show the effects of different wage differentials and
discount factors. Wage differentials play an important role in the
migration decision when hiring probabilities in both regions are high
enough. Otherwise, the change in the mobility costs which make the
individua! indifferent between migrate or not is not remarkable. The
same can be said for the comparison of the decision between migration
with and without employment. An increase in the discount factor (figure
4) makes migration more likely (as could be expected for appropriate
values of the rest of the parameters). Finaily, figures 5 and 6 present
how the ratio of the hiring rate at the destination region when living at
the origin region to that hiring rate after moving, affects the range of
value of mobility costs for which migration without employment takes
place. Obviously, when this ratio is close to one, migration without
employment requires very low (even negative) mobility costs. When
this ratio 1s close to zero, migration with employment is barely feasible
and, hence, all migration is without employment. In the former case,
low labour mobility is a consequence of a low hiring rate at the

destination region.

consisted of liberalising the use of fixed-term employment contracts, somehow
restricted before that date. Since then, fixed-term employment in Spain has
increased from about 10% at the beginning of 1985 up to more than 30%,
currently (see Segura et. al. (1991)). The employment effects of these reforms
have been analyzed by Bentolila and Saint-Paul {1992). Plausible productivity
and wage effects of fixed-term employment have been shown by Jimeno and
Toharia {1993) and Dolado and Bentolila (1992).
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3.- Personal characteristics and employment status of migrants

In this section we first estimate moving probabilities using
information from the Spanish Labour Force Survey (second quarter of
1991).° Our final goal is to establish the reasons for the observed low
inter-regional labour mobility. We, however, cannot observe whether
migrants move before or only after having found a job in the
destination region. Thus, as an attempt to identify the reasons for the
low labour mobility observed, we also estimate the effects of the
migration decision on the current employment status and infer from
these effects the changes in the employment status of migrants and non-
migrants. The use of cross-sectional data allows us to control for a wide
range of personal characteristics that introduce composition effects
which complicate the analysis of aggregate time series data on
migration flows and inter-regional unemployment and wage

differentials.
A.- Who are the migrants?

The empirical implementation of the model presented in

section 2 using cross-sectional data can be performed with the following

*The Spanish Labour Force Survey contains, but only on the second quarter
of each year, a question about the place of residence and employment status of
individuals one year earlier. We define migrants as those people who declare
a different region of residence one year earlier than that at the date of the
survey. We choose the second quarter of 1991 because, precisely together with
the Labour Force Survey of the second quarter of 1990, an experimental survey
on earnings was carried out, so that for that date we can estimate wage
differentials conditioned on some personal characteristics. Antolin and Bover
(1993) have estimated moving probabilities using similar data but pooling
information for five years (1987-91).
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specification:

y= 0, if V5 > Vp-m (condition (17) holds)
y= 1, if Vo-m > V5 > VJ-m (conditions (17) and (26) do not hold)

y= 2, if Vo -m > V¥ (conditions (17T) do not hold and (26) holds)

where the values of y (0,1,2) represent no migration, migration (only)
with employment and migration without employment, respectively.
Thus, this model can be casted in a multinomial (logit) probit
specification, which could be estimated by maximum-likelihood in

cross-section samples of individuals.

However, there are some difficulties in this approach related
to the non-observability in most available samples of the variables that
determine the value functions and of the type of migration. In our
sample (taken from the Spanish Labour Force Survey), we observe
workers who declare that their current place of residence is different
from that one year earlier, so we can identify "migrants/movers" (in
this restrictive sense).'® Unfortunately, we cannot know if the workers
who migrated did it before or after having found a job in the destination
region. Thus, in principle, the econometric specification above cannot
be directly estimated. Secondly, wage differentials, individual-specific

hiring and firing probabilities and mobility costs are not directly

'Note, however, that we have no information about temporary migration
of less than one year of duration.
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observed either. Nevertheless, we can use personal characteristics of
the workers to proxy for those variables (and, in this regard, the
Labour Force Survey offers a wide variety of choices). Thus, we first

estimate the following (binomial) probit model:

p=Prob [y=0, (No migration)] = Prob [V -V5+m > 0] = AX'B)
Prob [y=1 or y=2, (Migration)] = Prob [V -VE-m < 0]=1-p

where X is a vector of individual characteristics, 8 is a vector of

parameters and fa cumulative (normal) distribution function.

Before discussing the results obtained from this estimation,

several comments ought to be made:

1) The sample contains individuals (male and female) who were either
employed or unemployed in the second quarter of 1991 (so we have
excluded those people not in the labour force at that date). Some
information on sample composition is in Table 1. It has been argued
that females have a different behaviour that males when taking
migration decisions since they are more likely to be "tied movers" (see,
for instance, Antolin and Bover (1993)). Additionally, individuals who
were out of the labour force one year earlier and currently participate
in the labour market, are individuals who jointly decided about
migration and participating in the labour market. We also split up the
sample in two sub-samples: employed and unemployed one year earlier
to the reference period of the sample. This is done for two reasons:

first, to eliminate the problem of the joint decision on participation and
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migration that the inclusion in the sample of individuals out of the
labour one year earlier introduces in the interpretation of the estimates
of moving probabilities on the whole sample, and, secondly, since the
employment status prior to the migration decision is very likely to
affect such decision (see section 2), it is convenient to estimate the
moving probabilities of these two groups of individuals separately. In
our sample the number of migrants is very low, so that the estimates
from both the whole sample and the two sub-samples cited above have,
in general, large standard errors. Antolin and Bover (1993) pool five
years of the Spanish Labour Force Survey and estimate moving
probabilities from a sample with a much larger number of observations,
although the proportion of migrants in that sample is very similar to

that in our sample (about 0.3 %).

il) We have identified migrants as individuals with different places of
residence between the second quarter of 1990 and the second quarter
of 1991, where place of residence is one of the following groups of

regions:

a) Northwest (Galicia, Asturias, Cantabria)

b) Northeast (Basque Country, Navarra, Rioja, Aragon)

¢) Madrid

d) Center (Castilla-Leon, Castilla-La Mancha, Extremadura)
e) East (Catalonia, Valencia, Balearic Islands),

f) South (Andalucia, Murcia, Ceuta, Melilla),

g) Canary Islands.
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Among these regions, the South, the Center and Canary
Islands have the highest unemployment rate (in the 20-25% range in
1990). The regioné with higher average wages are the Northeast,
Madrid and the East.

iii) The percentage of migrants (between the groups of regions above)
in this sample is surprisingly low, a mere 0.3% (270 out of 77,394 in
the sample). This low figure raises questions about the efficiency of the
Spanish  Labour Force Survey at measuring inter-regional labour
migration flows. (However, the information obtained by this survey is
used to compute Spanish official statistics on migration that lead
researchers to assess the huge decrease in labour migrations observed
in Spain, as already commented in the introduction. For instance,
according to these official statistics, total inter-regional migrations -not
only, labour migrations- accounted for .48% of total population (INE
(1991)). Our estimates of moving probabilities are conditioned on a set
of variables that plausibly are equally distributed both in the population

and in the sample of the Labour Force Survey.

iv) Most of the personal characteristics of the workers that we observe
are those of the reference period of the survey (the second quarter of
1991). In fact, the survey only offers information as of one year earlier
on the employment status (not in the labour force, employed or
unemployed) and broad occupation (employer, "family-helper", wage-
earner in the public sector, wage-earner in the private sector). It is
obvious that some of those personal characteristics are either invariant

or variant in a predictable way (like sex and age, for instance).
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However, variables referring to family relations (household,
wife/husband of household, relative of household, non-relative of
household) and marital status (married or non-married) are likely to
change as a consequence of migration. This must be taken into account

when interpreting the results.

The results, presented in Table 2, show that not only moving
probabilities (100 minus the probabilities reported in Table 2) are low,
but that they are so for most individuals. In the third column of table
2, we report the moving probabilities estimated on the whole sample
(individuals currently participating in the labour market but not
necessarily so one year earlier). These probabilities confirm that
moving probabilities increase with levels of education and decrease with
age (although not all of the corresponding coefficients are statistically
significant). Males and married people are also more likely to move
(although it must be remembered than the civil status is that posterior
to the migration and may be a consequence rather than a cause) while
individuals with children are less likely to migrate, especially when
these children are 7-16 years old. With regard to the origin region, the
differences, with the exception of Madrid and the Northwest, are not
remarkably large. More interestingly, individuals unemployed one year
earlier are less likely to move than those either employed or out of the
labour force at the same date. This finding that seems counterintuitive
is often present in studies with cross-sectional individual data (see, for
instance, Pissarides and Wadsworth (1991) and Antolin and Bover
(1993)). As.commented above, it may be due to the inclusion of

individuals who jointly decide on participating in the labour market and
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migrating (those out of the labour force) and to the imposition of the
restriction that the effect of the employment status prior to the
migration decision can be captured by a dummy variable without

differences in the rest of the parameters of the model.

In columns (1) and (2) of Table 2, we present the moving
probabilities estimated from two different groups of the sample,
individuals employed one year earlier and those unemployed at the
same date. Once the restriction imposed on the estimation reported in
column (3) of the same table is relaxed, we find that the unemployed
are more likely to migrate than the employed (with minor exceptions
regarding youths without studies). Regarding personal characteristics,
their influence on the migration decision is of the same sign than that
found in the whole sample (although the magnitude of the coefficients
changes). It is also interesting that the regional dummies estimated on
the two subsamples show the same pattern of migration flows than that
in the whole sample, with Madrid and the Northwest being the origin
regions with larger moving probabilities and the South, the Northeast
and the Center being those with smaller moving probabilities. These
results are especially remarkable since, in principle, migration flows
from low wages-high unemployment regions to high wage-low
unemployment regions should be expected. On this basis, the South and
the Center should be among the regions with higher out-migration flows
and Madrid and the Northeast should be among those with smaller

ones, which is consistent with our results only in the case of the
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Northeast.'!

B. Why is inter-regional labour mobility in Spain so low?.

The results presented in the previous subsection suggest, not only
a quantitative decrease, but also a qualitative change in Spanish inter-
regional migration flows. Labour mobility is low and, furthermore, the
regional patterns of migration flows is different to that which could be
expected from a simple human capital model, that is, out-migration
from low wage-high unemployment regions (especially, the South and
the Center, in the Spanish case). Our theoretical results in section 2

suggest that there are two possible reasons for this situation:

i) The first reason is that regional unemployment and wage differentials
are low so that, for plausible mobility costs, individuals are not willing
to migrate. In other words, the Spanish economy is in the no migration
regime described in section 2. There are, however, several remarks to
make. First, average unemployment rates and average wages are not the
variables affecting the individual migration decision. What a potential
migrant considers when taking her migration decision is her
unemployment probability and expected wage in the destination region

which may be related to the average values of these variables but also

YThe specification of our model preciudes further economic interpretation
of the regional differences in moving probabilities. Antolin and Bover (1993)
estimate a similar model where regional dummies are substituted by regional
economic variables (like unemployment rates, housing prices and average real
wages). Their results mainly suggest that subsidies to unemployment is the main
reason for low migration flows from low wages-high unemployment regions and
that high housing prices is behind high migration flows from high wages-low
unemployment regions (especially, Madrid). '
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is very likely affected by her personal characteristics. Hence, in the
analysis of this issue, unemployment and wage differentials must be
computed after eliminating employment composition effects. Secondly,
unemployment rates are the result of certain hiring and firing rates so
that several combinations of these can yield a given unemployment rate.
However, as our results in section 2 show, the migration decision is
affected by both hiring and firing rates so that a increase in both that
leaves unchanged the unemployment rate does affect the migration
decision. In this regard, it is important to bear in mind the huge
increase in fixed-term employment in Spain since 1986, which has
resulted in significant flows from employment into unemployment and

high firing rates for those employed under this type of contracts.

ii) The second explanation of low labour mobility could be that most
potential migrants are in what we have called migration with
employment regime in section 2. In other words, they are willing to
migrate and would do so only after receiving a job offer in another
region. This possibility arises when the hiring rates in the destination
region while living in the origin region is not very different to the
hiring rate in the destination region after migration (in tli¢ notation of
section 2, sh is close to one). In this case, low labour mobility is the
consequence of a inefficient matching process that makes both hiring

rates at the origin region and at the destination region low.

We now try to assess which of the two previous explanations
is closer to the Spanish experience. We face a serious problem: we do

not observe the employment status of the migrant immediately previous
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and immediately after migration took place. In other wbrds, we cannot
know if individuals migrate with or without unemployment and,
consequently, we cannot conclude if individuals who do not migrate
would do so if receiving a job offer from another region. However, we
can estimate to what extent the employment status of the individual is
affected by migration. Thus, we look at the employment status of the
labour force and its relationship with migration controlling for several
personal characteristics, We also estimate the probability of holding a
permanent employment versus holding a fixed term employment (which
implies a much larger firing probability than the former) as a function

of personal characteristics and being a migrant or not.

Table 3A and 3B present the employment status of migrants
and non-migrants in the current and previous year of the sample. As
shown in this table, the incidence of unemployment is higher among
migrants than among non-migrants. Furthermore, the (probit) estimates
of the probability of being unemployed are substantially higher for
migrants, even after controlling for other personal characteristics (see
column 3 of table 4).'2 However, after splitting the sample according

to the employment status one year earlier, we found that this positive

2Other interesting conclusions that we can reach from the estimates of
probabilities presented in table 4 is that unemployment rates, after controlling
for the composition of the labour force, are higher in the South and in the
Canary Islands, while in the rest six regions considered the differences are not
very large (Of course, the differences in unemployment rates within each region
are larger. See for instance Jimeno and Toharia (1993)). There is also a high
state-dependence effect: those employed one year earlier are much less likely
to be unemployed. With respect to the other variables included, our results
confirm those previously obtained by other researchers: unemployment
probabilities decrease with levels of education and age, and are higher for
females.
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effect of migration on unemployment is present only for those employed
one year earlier while individuals unemployed who migrated have a
substantially (and significant) lower probability of being unemployed.
One plausible interpretation of these results is that those migrants
unemployed one year earlier migrated after having found a job and,
hence, they are less likely to be unemployed. On the other hand,
migration increases the unemployment probability for those migrating
without employment (which further discourages labour mobility). There
might be several reasons for this: the first possibility is hiring
discrimination against migrants; secondly, migrants could be less aware
of the local labour market conditions in the destination region than the
natives of that region, so that they have a lower probability of finding
employment; and thirdly, given the characteristics our definition of
migrant, it is conceivable that individuals employed one year earlier
also migrate with employment but that they lose it in the interim period,
that is, it takes less than one year to find employment in the destination
regions, to move and being fired. This latter possibility might sound
unrealistic but taking into account the very high employment turnover
rate existing in Spain because of the widespread use of fixed-term

contract, it may not be so unplausible,

Finally, also the type of employment contract significantly
differs between migrants and non-migrants. Tables 5 and 6 present the
.proportion of permanent and fixed term employment contracts for
migrants and non-migrants and the (probit) estimates of the probability
of being employed under a permanent contract (versus being employed

under a fixed term contract), respectively. As can be seen in these
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tables, the incidence of fixed term employment is much higher among
migrants, as could be expected from the fact that migration and
entrance into a new job are much related and this entrance is mostly
under fixed term employment contracts. However, after splitting the
sample according to previous year employment status, we find that
migration increases the probability of holding a fixed term employment
contracts in the case of unemployed (although the corresponding
coefficient is not significantly different from iero), while decreases
substantially (and significantly) in the case of employed. These findings
are consistent with the existence of positive effects of permanent
employment on migration for those who migrate with employment and
of negative effects of fixed term employment for those considering

migrate without employment.
4.- Concluding Remarks

In this paper, we have analyzed the determinants of labour
interregional migrations and have presented some empirical evidence
for the Spanish case. We have shown that, for plausible inter-regional
wage and unemployment differentials, migration with employment is
more likely that migration without employment and that, therefore, the
main restriction to labour mobility is a inefficient matching process.
After estimating the moving probabilities of different groups of people
(defined in terms of several personal characteristics), we have found
that these probabilities are low and that they do not differ much among
these groups. Moving probabilities are higher for youths, males, and

married people without children. To answer why migration flows are
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so low, we have estimated unemployment rate differentials across
regions, controlling for the composition of unemployment. We have
found that these differentials are not substantial and, surprisingly, that,
in general, migrants have a higher probability of being unemployed
than non-migrants, although individuals unemployed prior to migration
have reduced their unemployment probability by migrating. Finally, the
probability of holding a fixed term job versus holding a permanent job
is also higher for migrants, which is not surprising given that fixed
term employment contracts is the usual pattern of entry into new jobs,
although, again, migrants unemployed one year earlier have higher
probability of holding a permanent employment than unemployed-non
migrants. These two findings suggest that there is a substantial
proportion of migrants who become so after receiving a (permanent) job
offer in a different region and, thus, confirm our conjecture on the
importance of the lack of an efficient matching process between
unemployed and job vacancies located in different regions as a cause of

low labour mobility.
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TABLE 1
SAMPLE COMPOSITION
Non-migrant 77124 99.7%
Migrant 270 0.3%
AGE 16-18 2138 2.8%
AGE 19-24 12061 15.7%
AGE 25-40 32439 42.2%
AGE 41-55 21284 21.T%
AGE > 55 8914 11.6%
Without Studies 1591 9.8%
Primary Swudies 47175 60.9%
Secondary Studics 13444 17.4%
University 9184 1i.8%
Houschold 35335 45.7%
Wife/Husband of Houschold 13459 174%
Relative of Household 28009 36.1%
Non-Household 581 0.8%
Married 47827 61.8%
Non-Married 29567 38.2%
Employed one year earlier 58353 75.4%
Unemployed one yesr earlier 11217 14.5%
Inactive one year earlier 4844 6.3%
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Male 49969 61.8%
Female 29567 38.2%
Living currently in
Northwest 9642 12.5%
Northeast 10895 14.1%
Madrid 3901 5.0%
Center 15948 20.6%
East 17623 22.8%
South 15611 20.2%
Canary-Islands nz 4.8%
With no children 0-6 years old 64857 8I18%
With 1-2 children 0-6 years old 12379 16.0%
With more than 2 children 0-6 years old 158 0.2%
With no children 7-16 years old 53671 69.3%
With 1-2 children 7-16 years old 2135] 219%
With more than 2 children 7-16 years old 2272 29%
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TABLE 3A
EMPLOYMENT STATUS OF MIGRANTS
Currently Currently Currently Currently Total
employed {91:02) | underemployed unemployed and unemployed
191:02) without job and with job
experience {91:02) experisnce
191:02)
Employed one year 124" (67.03%) - i 61 (32.97%) 185
sarlier (20:02} |
Unemployed one year 20 {68.97) 1 {3.45%) 2 (6.90%]) 6 {20.69%) 29
sarlier (80:02}
Not in the labour force 28 (50.94%) 1 (1.54%) 13 (23.64%;) 13 (23.64%) 55
ona year earlier
{90:02}
Total 172 {63.94%) 2 (0.74%) 15 (5.58%) 80 (29.74%) 269
" Of whom 52 have not changed job. Row parcantages in parenthasis.
TABLE 38
EMPLOYMENTS STATUS OF NON-MIGRANTS
Curromt';m Currently T Currently Currently Total
employed (91:02) | undsremployed unemployed snd unemployed and
{91:02) without job with job
expsarience (91:02) experisnce
(91:02)
Employed one year 55,219 (95.03%) 93 (0.16%) - 2,797 (4.81%) 58,109
earlier (90:02)
Unemployed one year 3,996 (35.91%]) 57 (0.51%) 1,865 (17.66%) 5,109 (45.92%) 11,127
earlier ({20:02}) .
Not in the fabour force 2,842 (61.81%) 15 {0.33%) 1,029 {22.38%) 712 {15.48%) 4,598
ohe year earliar
{90:02)
Totai 62,057 {84.05) 165 (0.22%) 2,994 (4.06%) 8,618 (11.67%) 73,834

Row percentages in parenthesis.
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