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Abstract. The economic and psychological literature on the determinants of happiness is
notable for its inability to confirm a strong relation between material prosperity and
happiness. In addition, the empirical work relies primarily on analysis of surveys.
Another way to test the determinants of happiness is to investigate migration patterns
between jurisdictions where conditions differ. This paper analyzes three different
migration flows and finds that differences in material conditions are a prime motivator of
the migration decision. To a lesser extent, so are environmental conditions. (JEL 131,

D60)

Introduction

Can money buy happiness? If by money we mean a greater resource endowment
to fund voluntary exchange, and if by happiness we mean utility, it is hard to imagine an
orthodox neoclassical model that yields the answer "No." And yet there is an extensive
literature that suggests that the determinants of human happiness are far more complex.
Whether because of too much time spent earning labor income [Schor, 1991], the lack of
correlation between measures of income such as per capita gross domestic product and
the availability of particular goods generally considered basic necessities [Rodriguez and
Rodrik, 2001], market failures that GFP by definition explicitly ignores [Daly and Cobb,
1989], or because people are more concerned with relative economic standing than
absolute levels of consumption [Frank, 1999; Easterlin, 1995; Easterlin, 1974,
Dusenberry, 1949], there are substantial reasons in the literature for doubting a strict

relationship between material prosperity and human satisfaction.



However, much of this literature relies on surveys, either comparing individuals
across countries [Diener et al., 1995] or individuals within one or more countries over
time [Blanchflower and Oswald, 2000; Lane, 2000]. Respondents numerically rate the
state of their lives, and their answers are tested against their material conditions and other
considerations. But in a recent survey of the happiness literature Frey and Stutzer [2002]
note that it suffers from several omissions. Among them are that such surveys do not
examine actual choices, and that they do not control for such considerations as the state
of the environment and the level of health conditions and violence that people face.

This paper proposes a different but complementary approach that addresses these
problems. Rather than attempting to measure happiness and investigating its relation to
various data, it is instructive to look at the determinants of substantial, rationally chosen
decisions and reasoning backward to preferences. One such choice is migration. Using
migration data to test the components of human welfare is based on a strikingly simple
proposition about behavior: if life is better there than here, people will tend to leave here
and go there. This paper explores the relation between migration and several proposed
determinants of it, only some of which have been employed in the happiness literature.
In doing so it relies on macroeconomic, cross-jurisdictional analysis rather than using the
microeconomic data as is so often done in the literature on migration. The approach can
be challenged on at least one ground based in that literature. The first section addresses
this objection and examines international migration, the next examines migration to the

United States, and the third examines migration within the U.S.



Migration Worldwide

In using migration as a measure of differences in human welfare, it is necessary to
deal with one complication that has arisen in the happiness literature. It would occur in
any attempt to reason backwards from choices to preferences. The standard assumption
of most modern economic theory is rationality: people have preferences and always take
actions that are consistent with those preferences given the constraints they face. Given
this, the argument that higher income in particular should not uniformly be associated
with greater happiness is hard to accept. In the standard consumer-choice problem from
microeconomics textbooks, the objective is to maximize utility subject to a budget
constraint. More income is simply a relaxation of the budget constraint. This should
provide more choices, and so could hardly be associated with lower levels of utility.
Because the happiness literature, which relies so heavily on micro-level survey responses,
has found only a modest (mostly cross-sectional) relation between happiness and income,
it posited aspirational preferences (i.e., preferences that include expectations that adjust
as income changes) and other devices that do not take absolute consumption levels as
their arguments.

Investigating migration avoids the need to resort to these complex models, as long
as the migration decision is a rational and well-informed one. To be sure, the prospect-
theory literature demonstrates that people sometimes make choices inconsistent with the
expected-utility model of choice under uncertainty. However, the probative force of

these findings is sometimes overstated. Kuttner [1997] goes so far as to argue that



prospect-theory findings debunk the entire rational-actor approach to constrained choice.

But what the literature finds is merely that in some highly specific, often highly complex
situations of choice under uncertainty, people are prone to systematic biases that cause
them to make choices not in their self-interest. But that such cognitive biases would in
and of themselves (as opposed to lack of costly information) lead to people
systematically erring in the major decisions in life — whether to have children, what
career path to pursue — does not follow from these findings. Migration, of course, is a
major decision. In their study of U.S. immigrants Suarez-Orozco and Suérez-Orozco
[2001, p. 70] refer to it as "one of the most stressful events a family can undergo.” In
using it to measure what people value the migration decision is assumed to be rationally
considered in the presence of significant information about conditions in the source and
destination locations. People leave familiar environments for foreign ones only when
they expect benefits to exceed costs, and when those expectations are well-grounded.
There is a fairly significant existing empirical literature on the transnational
immigration decision. However, much of it examines the determinants of immigration to

the U.S.? Bratsherg [1995] finds that illegal and legal immigration into the U.S. depend

1. Specifically, Kuttner claims that this literature is "far more damaging to the standard
market model than it may first appear. For one cannot project a general optimum based
on the response of the price system to preferences that are random, unstable, or extra-
economic to begin with. If that is true, then general-equilibrium theory is elegant
mathematics built on sand.” (p. 48)

2. There is a sizable literature on the effects of immigration on the destination country

and the characteristics of immigrants, summarized in Borjas (1994).



on per capita GDP after standardizing for a small number of other variables — distance
from the U.S., living under a Communist government and coming from a country in
which English is the native language. Huang [1987] finds political and social
considerations every bit as important as economic ones in determining the immigration
decisions of potentially high-income professionals.

But it is also possible to investigate global migration. The United States Bureau
of the Census estimates migration rates for all countries. Equation (1) attempts to
determine the extent to which global migration is related to material prosperity, other

factors considered in the happiness literature and some factors never before considered:

MIGRATION = ag + a; GDPPC + a, LIFEEXP + a3 CO2 + a, TOTFREE +

as CRIME + ag CIVWAR + a; NEIGHBOR 1)

MIGRATION is the rate of net immigration to a country in 1998 as a percentage
of its population. GDPPC is 1997 per capita gross domestic product, adjusted for
purchasing-power parity and measured in U.S. dollars. It comes from the U.S. Office of
the Director of Central Intelligence [2001]. INFANT is the infant-mortality rate in the
country in 1998. It is designed to measure health conditions in the country. This variable
comes from the World Bank World Development Indicators data base.

CO2 is a proxy for the state of the environment. It is the nation’s total carbon
dioxide emissions into the atmosphere in 1996, divided by the country’s surface area.
The emissions data are posted by the World Resources Institute at

http://earthtrends.wri.org. While not directly harmful to human health through



respiration, carbon dioxide emissions are assumed to be a proxy for pollution generally.
These emissions are in fact highly correlated with World Bank measures of pollutants
that directly damage human health (p = 0.83382), while being available for more
countries. If the effect of environmental damage on human welfare is a determinant of
happiness independently of per capita GDP, the expectation is that larger carbon dioxide
emissions will be negatively associated with immigration. CRIME is the nation’s number
of crimes reported to law enforcement in 1997 divided by the country’s population, and
comes from the United Nations World Surveys of Crime Trends and Criminal Justice
Systems. Crime, of course, is expected to be negatively associated with immigration.
Another potential non-material determinant of the migration decision is
government oppression and the amount of political choice. There is great controversy
over the willingness of people to trade off political freedom for material prosperity, with
countries such as Chile until 1990 and Taiwan and South Korea until the late 1980s often
cited as examples of societies where citizens were willing to put political reform on hold
until modernization was sufficiently advanced. Indeed, there is some empirical evidence
that democracy in particular is a superior good, rising with per capita income [Barro,
1996]. However, people might value more political freedom to less for the same reason
they value more economic freedom to less — because more choices are better than fewer.
Veenhoven [2000] has used measures of happiness and found a positive relation between
economic, political and personal freedoms (e.g., the freedom to marry as one pleases) and
happiness in a cross-sectional analysis among countries. He finds that political freedom

matters less in poor countries and more in wealthier ones.



To test the salience of political freedom in the migration decision, a measure for
such freedom, TOTFREE, is used as a right-hand variable. It is the combined measures
of electoral and civil-liberties freedom for 1999, which is compiled annually by Freedom
House. This group assigns each country a measure from one to seven for each of these
two features, with one representing the most freedom. Thus, the combined measure of
freedom can range from two to fourteen.

Finally, a major contribution to the decision to leave one’s nation may be the
presence of widespread violence. In addition to criminal violence, proxied for by
CRIME, there is also the issue of warfare within the country. Consequently, CIVWAR is
a dummy variable that takes the value one if the country was afflicted by a civil war in
1997, and NEIGHBOR is a dummy variable that takes the value one if the country
borders such a country. Having a civil war might encourage emigration and being
located next to a country undergoing civil war might encourage immigration from that
country.

Table 1 presents the estimation of (1). Per capita GDP is positively and
significantly associated with immigration. This is at odds with the claims in much of the
happiness literature that income over time is in many cases not associated with greater
satisfaction. CO2 is significantly but positively associated with migration, suggesting
that at a minimum environmental damage is not an important enough consideration in
human welfare to deter migration globally. The reasons for the positive sign are not
clear. One explanation is that across the entire spectrum of standards of living, the
consumption patterns that generate pollution such as motorized transport and the products

of industrial factories are seen as desirable.



INFANT, CRIME and TOTFREE have the expected signs but are not significant.
The finding with respect to political freedom is perhaps surprising, in light of the
longstanding image of the global migrant who leaves his home to escape political
oppression. Finally, while the presence of a civil war in a nation is not quite a significant
negative predictor of immigration (p < 0.14), being a neighbor of a country in such
circumstances is a highly significant, positive predictor of immigration.

[Insert Table 1 here]

Migration to the U.S.

The U.S. Immigration and Naturalization Service (INS) records all legal
immigrant arrivals (INS, various years). Given that the United States is one of the
world’s wealthiest countries, and that it is relatively hospitable to immigration, it presents
another interesting test of what makes life better in one society versus another.

Accordingly, the following equation is estimated:

USRATE = by + by GDPPC + b, LIFEEXP + b; CO2 + by TOTFREE +

bs DISTANCE + b CIVWAR. )

While the I.N.S. records legal immigration, the level of interest is the total of legal
and illegal immigration. Thus, USRATE is the percentage of a country’s population that
came to the United States in 1996 as nonfamily immigrants, multiplied by the ratio of
illegal to legal immigration to the U.S. for various countries used by Bratsberg [1995].

GDPPC, LIFEEXP, CO2, and CIVWAR are defined as in (1), except that they are



measured in the source rather than the destination country. DISTANCE is the distance, in
kilometers, from the source country’s national capital to the 1990 population center of the
United States (Steelville, Missouri). The assumption is that greater distances imply
higher transportation costs. Use of this proxy for such costs allows measurement of an
economic effect that cannot be measured in the other regressions. To conserve on
observations, the previously insignificant variable CRIME is dropped.®

The results of the estimation of (2) are displayed in Table 2. The results are
identical to those for (1). Again, per capita GDP is an important determinant of
migration in the expected direction. Countries with high incomes, ceteris paribus, send
fewer people to the U.S. Immigration to the U.S. is also negatively and significantly
related to distance from the U.S. Here, however, migration is significantly and positively
related to source-country pollution, suggesting that environmental damage motivates exit.
The disagreement with the previous results may have something to do with a selection
effect operating on migrants to the U.S. Infant mortality, political freedom and civil war
in the source country have the expected signs but are not statistically significant. Overall,
the analysis in this section confirms the findings in the first regression, in that
opportunities for enhancing material wealth, including the costs of relocation, is a
primary motivator of the migration decision. The similarity of this result is notable
because of the different ways (1) and (2) model the migration decision. Whereas the

previous regression analyzed migration from the “pull” perspective, i.e. looking at

3. When CRIME is included, the results are similar in that the same variables are
statistically significant in the same direction as reported below, and R? = 0.41, but there

are only 26 observations available. (Details available upon request.)



immigration as a function of conditions in the host country, these results are robust to
analyzing migration from the “push” perspective, i.e. as a function of conditions in the
source country.

[Insert Table 2 here]

Migration Within the U.S.

It is also possible to examine the determinants of migration within the U.S. This
test is particularly useful because it is more refined. The variance of standards of living
within the U.S. is much lower than across the globe. In 1998, Mississippi had the lowest
personal income of any U.S. state, at $19,608. This compares to numerous developing
countries with per capita GDP of less than $1000. It might be that other considerations
that do not affect the migration decision globally nonetheless do so in a country where
most are already very prosperous.

Table 3 contains the results of the estimation of two versions of the following

equation for the fifty U.S. states plus the District of Columbia:

INTRARATE = ¢y + ¢1 PERCAP90 + ¢, INFNT90 + c3 CO2PER90 + ¢4 CRIMESO (3)

INTRARATE is the Census bureau's estimate of migration to the state between
1990 and 1999. The left-hand panel contains results for domestic migration, and the
right-hand panel contains results for international migration. The latter data include
estimates for illegal international migration. Domestic migrants are leaving in the

presence of comparatively modest differences in average standard of living, while foreign

10



arrivals are deciding where in particular to locate in the U.S. on the basis of similarly
small differences.

PERCAP90 is nominal per capita gross state product in 1990. INFNT9O0 is infant
mortality in the state in 1990, per 1000 live births. CO2PER90 is emissions of carbon
dioxide per square mile in 1990. The raw carbon-dioxide data come from the
Environmental Protection Agency's global warming Web site, at
http://www.epa.gov/globalwarming/index.html. CRIMEQO is the 1990 rate of violent
crimes per 100,000 population, as reported by the U.S. Federal Bureau of Investigation.

The results are quite different for the two groups. For domestic migrants, the only
variable that is statistically significant is CO2PER90, and it has the expected sign. For
native-born Americans, fewer environmental emissions are associated with greater
migration. Notably, per capita personal income has no relation to domestic migration.
One interpretation of this result is that for those with a high level of wealth, the greater
satisfaction achieved by moving to a state with a higher standard of living is not
sufficient to prompt a move. The same holds for health differences among states, proxied
for by infant mortality, and crime. There has been much speculation that crime motivates
migration within [Skogan, 1990] and out of urban areas in particular. The results here
provide no confirmation of that speculation.

The findings for international migrants are different. For this group, personal
income is a positive and significant predictor of the migration decision, while infant
mortality is a negative and highly significant predictor. Crime, curiously, is a positive
and significant predictor. The results for personal income and infant mortality can be

explained by noting that the composition of domestic and foreign migrants is presumably
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different in terms of source-jurisdiction standard of living. Table 4 illustrates the top ten
source countries for both legal and illegal immigration, along with the number of
immigrants admitted in 1999 (for legal immigrants) and the estimated number of total
immigrants in the country in 1996 (for illegal immigrants). In both cases the lists are
dominated by poorer countries, and these top ten countries account for a substantial
proportion of the total.

[Insert Table 4 here]

The dominance of immigrants from poorer countries in migration to the U.S.,
combined with the different response of international migrants from domestic migrants to
differences in standard of living, suggest that the marginal effect of material goods on
welfare is greatest at lower levels, and becomes less important at higher levels. This may
explain why the citizens of the industrial democracies, who already enjoy the highest
standards of living, routinely elect governments that impose high levels of taxation to
support elaborate government health and retirement benefits, even at the potential cost of
some level of economic growth. It may also explain the well-known empirical regularity
known as the environmental Kuznets curve, which indicates that as countries begin to
develop environmental health often deteriorates before eventually improving [Cavlovic et
al., 2000]. Only at higher standards of living are citizens willing to mobilize in sufficient
numbers to press governments to impose stringent environmental regulations at the

expense of economic growth.

Conclusion

The findings are a useful addition to the literature on happiness. Instead of taking
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choices as given and measuring happiness, this paper has observed choices and assumed
they are made in well-grounded expectations of greater happiness. If migration is a
rational, well-informed decision, the results indicate that the determinants of happiness
are somewhat different than the survey-based literature suggests. Globally, the desire to
improve one's standard of living is the most consistent motivator of the migration
decision, failing only to predict domestic migration within the U.S. There is also some
evidence of the salience of environmental conditions in prompting global migration to
and domestic migration within the U.S. The unimportance of crime and political freedom
are notable.

The results have some implications for the extensive criticisms of gross national
product as a measure of human welfare. Many criticize emphasis on material prosperity
at the expense of other considerations as woefully shortsighted. Indeed, Armour [1999]
goes so far as to argue that emphasis on growth threatens the essence of civilization itself.
The findings here cast doubt not just on such profound skepticism of economic growth
generally but on the findings of the happiness literature that tend to underplay the role of

the standard of living in enhancing welfare.
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Table 1
Migration around the world

Variable Coefficient

INTERCEPT --3.84697**
(-2.49)

GDPPC 0.00035954***
(4.53)

CO2 0.00010828***
(5.14)

INFANT -0.01906
(-1.05)

CRIME -0.00026768
(-1.50)

TOTFREE 0.14212
(0.77)

CIVWAR -1.22406
(-0.92)

NEIGHBOR 2.25740*
(2.30)

R*=0.6124

F = 14.67****

N =72

Notes:

* denotes statistical significance at ten-percent level.
** denotes statistical significance at one-percent level.
*** denotes statistical significance at 0.1 percent level
Figures in parentheses are t-statistics.

17



Variable
INTERCEPT

GDPPC

INFANT

CO2

TOTFREE

DISTANCE

CIVWAR

R? = 0.3953

F = 5.34%xx
N =56

Table 2
Migration to the U.S.

Coefficient
7.63612**
(2.85)
-0.00035715*
(-2.59)
0.00685
(0.24)
0.000328***
(4.52)
-0.24728
(-0.97)
-0.00038726*
(-2.26)
-0.28632
(-0.15)
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Variable
INTERCEPT

INFNT90

CRIME90

PERCAP90

C0290

Table 3

Intra-U.S. Migration

Domestic Migration

Coefficient
0.00129
(0.02)
0.00622
(0.80)
0.00001941
(0.45)
-0.00000132
(-0.70)
-45,32508*
(-2.12)
R%=0.3041
F =5.03**
N =51

19

International Migration

Coefficient
0.03164*
(2.56)
-0.00589%**
(-4.86)
0.00004313***
(6.47)
6.965716E-07*
(2.38)
-3.24265
(-0.98)
R%=0.6160

F = 18.45%**
N =51



Table 4

Sources of Migration to the U.S.

Legal Immigration, 1999 Illegal Immigrants in the U.S., 2000
1. Mexico 147,153 1. Mexico, 4,808,000

2. China 32,204 2. El Salvador, 189,000

3. Philippines 31,026 3. Guatemala, 144,000

4. India 30,237 4. Colombia 141,000

5. Vietnam 20,393 5. Honduras 138,000

6. Dominican Republic 17,864 6. China 115,000

7. Haiti 16,532 7. Ecuador 108,000

8. Jamaica 14,733 8. Dominican Republic 91,000
9. Cuba 14,132 9. Philippines 85,000

10. Pakistan 13,496 10. Brazil 77,000

Total: 646,568 Total: 7,000,000

Source: INS, various years (legal immigrants); INS, 2003 (illegal immigrants).
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