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General Introduction

| General Introduction

The world has never been as dynamic as today tgithapulation crossing borders of
countries and regions in every corner of the eaktttording to the Migration and

Remittances Factbook 2011 (World Bank, 2011a), ntoma 215 million people (3.2%

of the world population) lived outside their coue$r of birth in 2010. While the United

States is the top receiving country with 20% of Wald’s immigrants, Mexico is the

top sending country with 11.9 million of outflow i2010. In Qatar, 86.5% of the
population was composed of immigrants from othamtoes; whereas in West Bank
and Gaza, 68% of the country’s population had esiég.

While significant population movement is observateinationally, internal migration
is also reaching unprecedented scale in some demgl@ountries that are currently
experiencing dramatic economic transformationsnttia, the 2001 census showed that
the number of internal migrants had doubled sin@@l1] reaching 309 million, i.e.
nearly 30% of the total population (Bhagat, 2008)China, 261.4 million people (20%
of the population) were living and working outsittheir original place of residence in
2010 (National Bureau of Statistics of China, 2011b

Large-scale population movements raise a numbeimportant socio-economic
guestions: Why do people go miles away? After legvivhat connects a migrant with

her family left behind? What drives a migrant ba@¥Rat is the impact of returning?

In this introduction, we propose a short survepmswers that have been given to these
guestions in the migration literature. The selecgtagration literature focuses on two
facets of the link between migrants and the sendmgmunities: remittances and
return migration. Before presenting these two imd brief overview of the
mechanisms of migration is provided. Two developwogntries, Vietnam and China,
the focus of later chapters, are then presentddrins of their general economic and

migration situations. In a final section, we deserithe specific research questions
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studied in the three remaining chapters of theediason.

1.1 Why are people migrating?

The classical work of Lewis (1954) &tonomic Development with Unlimited Supplies
of Laboris considered the seminal work of the modern nuigmditerature. Based on a
dual economy assumption, the basic mechanism ajrgpbical movement of labor is
considered to be driven by the demand of a “capitadector (industrial sector/urban
economy), which offers higher wages than the “stbece” sector (agricultural
sector/rural economy). The key assumption of thelehds the unlimited supply of
labor in the “subsistence” sector with a zero maabproduct of labor. Therefore any
tendency of wage rise in this sector is offset Iy increasing labor provision. Ranis
and Fei’s (1961) perfect-market neoclassical smatibn extended the Lewis model by
arguing that once the redundant labor supply disag) wages will converge between
the two sectors as the result of labor migratiod #me dual economy will finally

converge to a unified ohe

Observing a continuing migration despite chroniobbems of urban unemployment,
Todaro (1969) proposes an expected-income modetgkain rural-urban migration in
a developing country context. In this model, thgmation decision making is based on
the consideration of discounted future streamsrbén+rural expected income and the
migration costs. The key point which makes Todaf®369) model a milestone work is
the inclusion of the potential unemployment podigjbiin urban regions into an
individual migrant’s mobility decision. The moded therefore able to explain the
continuing rural-urban migration phenomenon despiigh and increasing urban

unemployment in developing countries.

These models have been influential in explainirg lthsic mechanism of rural-urban
internal migration as well as international migoatbetween developing countries and
developed countries. Nevertheless, they assumehdn@ogeneity of migrants and

therefore fail to answer a fundamental questiommjration: why do some individuals

! (Taylor & Martin, 2001).
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migrate while others do not? (Taylor & Martin, 2Q00Mincer (1974) and Becker (1975)
provide a microeconomic ground on which to test dieéerminants of migration by
integrating previous migration theories into huncapital framework. Their human
capital migration theory opens the door for marsyaele hypotheses (Taylor & Matrtin,
2001), such as a negative association betweenndegaand costs, a positive
relationship between higher return of specific hantapital and an inflow of such

human capital into the region, etc.

From the 1980s until today, two theoretical streamth different settings have
dominated understanding of the mechanisms of magra®he first stream, known as
life-cycle utility theory, is based on an individsadecision-making framework, while
the second, the New Economics of Labor MigratioEI(NI), is rooted in the family

unit as the decision making agent.

The life-cycle utility (Djajic & Milbourne, 1988; Dstmann, 1995; Mesnard, 2004)
considers that the migrant is a rational individuéth a goal of pursuing life-cycle
utility maximization with given budget and liquiglitonstraints. As such, migration is a
decision that belongs to this life plan. The thesrgioneering in integrating individual
migration into an inter-temporal framework, andoals modifying the traditional
understanding of permanent migration to includepwrary migration as well. While
previous theories focus on an individual level aglgsis, NELM (Stark & Bloom,
1985; Stark and Taylor, 1989; Katz and Stark, 19865 made a fundamental
contribution in shifting the focus of migration trg from individual independence
(optimization against nature) to mutual interdemsr# (optimization against one
another) (Stark & Bloom, 1985). In the NELM frameawomigration decisions are
considered to be taken by a family unit as a wihalleer than by an isolated individual.
This joint-household model is more appropriate toderstand the migration
determinants since the continuing interaction betwmigrants and their families left
behind are observed (Taylor & Martin, 2001). Thiedry opens an even broader vision
to understanding the determinants of labor mignatim particular, it provides the
fundamental basis to understanding a central owtcofrhuman migration - that is,
remittances -- as an intra-family link across spa@ over time after the emigration of
family members. The integration of migrants’ andusehold’s remittance behavior
with migration decision-making is therefore consatketo be the most distinguishing
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contribution of NELM (Massewgt al, 1993).

More recently, Dustmanret al. (2011) propose a new model of migration
decision-making, in which migration is considereadaa individual’s rational choice of
working location regarding human capital acquisitiand return. The idea is that
migrations are decisions that respond to where hucapital can be acquired more
efficiently, and where the return to human capgahe highest. As such, a person may
move to a country where her skills grow fast arehtapply these skills in a different

country where these skills have a high price.

1.2 Remittances - a tie and therefore an impact?

The geographical mobility of human beings is accanmpd by an astonishing
magnitude of counter-flow of money transferred backthe sending communities.
Though migrants are physically absent, remittabez®me a key tie linking them with
their places of origin. According to the Migratioand Remittances Factbook
2011(World Bank, 2011a), worldwide remittance floare estimated to have exceeded
$440 billion in 2010, with 74% flowing into develiog countries. However, the true
size of these flows, including unrecorded flowstigh formal and informal channels,

is believed to be significantly larger.

Why do people remit? What does the money mearefivers left behind? And what
are the social and economic consequences for eerodtreceivers as well as their

communities?

1.2.1 The mechanism of remittances

Various theoretical models have been developedptam the motives of remittances.
A comprehensive literature review on the microecoits of remittances can be found
in Rapoport & Docquier (2005) with the following maes being listed: altruism,

exchange, strategic reason, insurance, investraadtjnheritance. Basically, all these

motives suggest an interaction between migrantsifters) and the family left behind
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(receivers). Sending remittances may be a purélyistic decision for the purpose to
increase the welfare of left-behind family membbyspartly sacrificing one’s own
standard of living: the utility of the relevant etls is included in one’s own utility
function. This altruistic motive is considered te kthe most common motive for
remitting (Rapoport & Docquier, 2005). The theorggicts that an altruistic motive for
remitting will respond to a proportional increaddransfer to the left-behind family as
migrant’s own income increases, and the transfenaaincrease with the income of
his or her family of origin. In a case study of Beana, Stark & Lucas (1988) find
some consistency with a purely altruistic theorygtents are found to have a strong
desire to alleviate special hardships imposed eir tamily; explaining why a higher
amount of remittances is sent during a disasteh @isca drought (Stark & Lucas,
1988).

As mentioned above, NELM considers migration asirgra-family arrangement.
Remittances are therefore considered as the cereeek of the delicate informal
mutual contractual agreement between the partiesk(® Lucas, 1988). Remitting
money to the family could be considered as a regayrfor both the investments in
migrant’s human capital before migration and fa thmily support covering migration
cost. On the other hand, a coinsurance relationsiaip exist between the migrant and
the origin household. This underlines a mutual supim coping with various risks that
may happen on either side during moments of hgodsis migrants may encounter a
risk to income in the destination area, and thédehind family may also incur
unanticipated economic shocks. An advantage tdresemnce relationship is that it is
self-enforcing between close family members (Lu&aStark, 1985). In this context,
the migrant is not only driven by altruism as a immtbut also by his or her own well
being, especially in the case of an anticipatedrnefThis rather complex motivation is
called ‘tempered altruism or enlightened self-intetestLucas & Stark’s seminal work
(1985). Inheritance is also considered as an elemérthe implicit contractual
relationship between the migrant and the familydseg remittances may be a strategy
for migrants to secure family inheritance, incluglitand (de la Briereet al, 2002;
Hoddinott, 1994).

Many empirical studies have tested these theoEssdence for the coinsurance,
education repayment and inheritance aspects igifouthe case of Botswana (Lucas &
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Stark, 1985). In the case of Mexico, Amuedo-Dorange Pozo (2006) find that
migrants remit more when facing greater income, nghich suggests that migrants are
likely to be risk-averse economic agents and ramds purchase “family-provided
insurance”. In the case of Western Kenya, Hoddifb®94) finds evidence for the

assertion that migrants remit in anticipation dtife inheritance.

The theoretical models introduced above clarifiemes critical mechanisms of
remittance behavior although, in reality, the diecigo remit may be a mixture of the
above motives. As Rapoport & Docquier (2005, p13&g, it is not only that different

individuals may be heterogeneous in their motivaito remit, but also that different

motivations to remit may coexist within the santévidual’ .

1.2.2 The impact of remittances

Whatever the motives for sending remittances ahe world of receivers is
substantially influenced by remittances. As more arore people are implicated in the
movement of population across the globe, the rdleemittances in international
development has attracted a significant attentimoreg academic researchers in the
past. It is also worth mentioning that in the htieire, the definition of remittances can
be broader than the usage intended here: remitarateonly include the interpersonal
transfer between migrants and the family left bdras a result of migration, they may
also include savings accumulated by the migrannhdumnigration and repatriated upon
return. Empirical studies are the main focus ofrmearch stream on this aspect, and

can be grouped into several categories.
Impact on consumption or investment at the househ&vel

Members of households who receive remittances arectly impacted agents.
Research interests focus on how remittances ackatste household level. The main
findings suggest two key channels for the use ohittances: consumption and

investment.

Using a large household survey from Guatemala, Ada@uecuecha (2010) studies

the impact of internal and international remittamxo@ the marginal spending behavior



General Introduction

of households on both consumption and investmeatigoHe finds that households
receiving either internal or international remittaa increase their investment in
education and housing, whereas receiving internatioemittances decreases the
marginal consumption on food. In an earlier papelam (1991) studies the uses of
international remittances in Egypt by comparing mégrant households with 74

non-migrant households in terms of expenditure biehaand finds that remittances

play an important role in housing spending and stwent rather than personal
consumption. Regarding consumption, Quisumlgnhgl. (2008) find in the case of the

Philippines that remittances have a significantastpn housing, consumer durables,
consumption on clothing, and alcohol and tobacsayall as education.

Though the above findings highlight a positive ircipaf remittances on the left-behind
households, some studies have expressed concesusthb role of remittances. For
example, Chamet al. (2003) argue that because remittance transfelysake place

under conditions of asymmetric information and egnit uncertainty, there exists a
significant moral hazard problem. Gubert (2000p diads “moral hazard” evidence
from the Kayes area in Western Mali, such thatrttuge insurance is provided by the
migrants, the less incentive their families havework, and therefore, migrants’
families are found to be no better off than nonyaugs’ families in terms of

agricultural technology adoption.
Impact on inequality at the community level

The growth effects of remittances cannot be disdedifrom their distributive effects
(Rapoport & Docquier, 2005). An important strandlitérature has focused on the
impact of remittances on inequality at origin, ke transfer of money and goods by
migrants to their communities of origin can have iamportant impact on the
distribution of household income (Barham & Boucl&98).

In the literature, the impact of remittances omgumedity is highly debated, and there is
little consensus on whether it is positive or negat Some studies support that
remittances have a negative impact on inequaliy.example, Lipton’s (1980) study
on internal remittances in rural India and Adami®8§9) study on international
remittances in Egypt both find that remittances searinequality. Some other studies

hold a positive view towards the distributive impat remittances (Star&t al, 1986;
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Taylor, 1999). For example, Taylor (1999) showd tlemittances have an equalizing
effect on income distribution in Mexico. In additiosome studies find that the
distributive impact varies across time. For exampbksed on 1988 household survey
data collected in Mexico, Jones (1998) finds therfamilial inequalities first decrease
and then increase as a place’s migration experideepens. This is consistent with the
argument of Starkt al. (1986) that the impact of migrant remittances wralrincome
distribution by size appears to depend criticallyaovillage's migration history. In the
same paper, their empirical tests on both intesnati remittances resulting from

migration to the United States and internal remdés in Mexico support their ideas.

Nevertheless, it is also worth mentioning that fimelings on this topic are closely
linked to whether remittances are treated as agenaus inflow or as a substitute for
home earnings. For example, income inequality veasxd to be smaller using the
second method of potential substitute in the cas#ysof the Philippines by Rodriguez
(1998). Barham & Boucher (1998) have clearly exmdi how these methodological
differences can result in different findings. Blyefwhen treated as an exogenous
transfer, the economic question is how remittanicetytal or on the margin, affect the
observed income distribution in the receiving comityu When treated as a potential
substitute for home earnings, the economic quesBmomes how the observed income
distribution compares to a counterfactual scenaitbout migration and remittances
but including an imputation for home earnings a$tehile migrants. According to
Barham & Boucher (1998), the latter treatment msaae interesting economic question,
since it compares income distributions in the comityuwith and without migration

and remittances.

1.3 What is the optimal duration?

Migration also generates return migration. As Lidg& Gilson (2002, p. 100) note,
“an attachment to one’s birthplace seems to be @eusal sense in human experiehce
To cite a few examples, a large scale student etimogr occurred in Taiwan since the
1950s; it is estimated that 20% of them have fjnaturned (IOM, 2005). In 1988, 7%
of the labor force in Egypt consisted of return raigs from overseas (McCormic &
Wahha, 2001). In UK, of the foreign-born populatitrat entered in the 1990s, and
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stayed for at least one year, about 40% males aff@males had left the UK after
another 5 years (Dustmann & Weiss, 2007). Neverfiselrelative to the migration
phenomenon, much less attention has been paidigoctunter-stream of return
migration, which‘remains the great unwritten chapter in the histafymigration. This

may in part be due to the fact that, in the pasinynreturns occurred spontaneously
and were therefore undocumented, and did not getwsh attention as cases involving

resettlement and integratidifinternational Organization for Migratioh)

Some key questions naturally arise from the isfugtarn migration: when and why
do people return? In answering these questionsrefex to life-cycle theory again,
which has laid out the fundamental understandinghanoptimal timing of human

migration.

1.3.1 An optimal duration model

As discussed above, under the life-cycle framewedgh individual is assumed to
achieve a maximization of lifetime utility with avgn budget constraint, and migration
is part of this life plan (Djajic & Milbourne, 198&alor & Stark, 1990; Starkt al,

1997; Dustmann, 1995, 2003a; Mesnard, 2004). Tdid{ the decisions on whether to
migrate or not as well as on the optimal point efurn are considered individual

decisions with the goal of achieving a life-timdityt maximization.

Assuming that migrants have a consumption preferémeheir source regionsDjajic

& Milbourne (1988) predict that the optimal migati duration increases with
migration cost, and decreases with wages in theehooantry, while the effect of host
country wages remains ambiguous. Based on the Wwarkeof Djajic & Milbourne
(1988), Dustmann (1995) and Starkal. (1997) then propose to incorporate the price
difference factor between the two countries on apémal migration duration. The

general idea can be expressed in the following leirbpt illustrative model proposed

2 http://www.iom.int/jahia/Jahia/about-migration/maiveg-migration/managing-migration-return-migrati
on/cache/offonce/

% This could be due to positive externalities agsfrom location fixed factors, like home region’s
climate, friends, language and culture, or to riggaexternalities from destination regions, like
discrimination and foreign language.
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by Dustmann (2003a).

In the model, a life-cycle utility function of a grant worker is defined as follows:
U=tu' (& ,d)+ @ t)d € ,¢° 1)

wheret=1 refers to an individual migrant’s lifetime horizd represents the time she
stays in the host country and 1he time she stays in the home counthand crefer

to the optimal flows of consumption in the host iy and at homeu' andu® are the
sub-utility functions in the host country and atnte & and &5 are consumption
preferences in the host country and at home, argtamis are assumed to have a
preference for consumption in the home courify>(&').

The inter-temporal budget constraint can be exprkas:
tw' +(L-t)w" —tc' - (1- t)pE = C )

wherew' andwF are wages abroad and wages at home. A higher gsinchpower for
the host currency at homp € 1) is assumed. Finally, there is no discountmghe
model. Maximizing utility (1) under the budget ctnaint (2) gives the optimal return
pointt. An interior solution suggests that an increasthenhome country wage has a
direct wage effect and an indirect income effetie Wage effect leads to reducing the
optimal migration duration because the wage diffea¢ between the two countries
decreases. The income effect also leads to thetiedwf optimal duration. However,
an increase in the host country wage has an amimsgedfect: though the wage
differential will be enlarged, the income effectisgative because the value of staying

abroad decreases as the total lifetime income asese

The model suggests various predictions for empirisaudies. One important

consideration is the role of economic situatiomame regions. As Dustmann (2003a)
argues, migrants from poorer countries may be ngllto stay longer in the host
country than migrants from wealthier emigrationioag. Schroll’s (2009) study on the
case of Denmark confirms this prediction: immigsafrom less developed countries
have a tendency to stay longer in Denmark tharetifreen more developed countries.

However, Lindstrom (1996) argues that migrants frooorer condition communities

10
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are more likely to return earlier, while migranterh better condition communities are
more likely to stay longer in the destination anda.explains that in poor areas, fixed
capital assets have low liquidity and very few lomations are available for converting
current migrant earnings into a reliable sourcéutiire income. Hence, migrants will

tend to be motivated by the desire to satisfy stesrh income needs. This gives little
incentive to migrants to remain in the destinattonntries for long since the expected
level of future dependency on migration earningsos altered. On the contrary, in
communities in better condition, migrants are niikely to be motivated by the desire
to accumulate savings for productive investmentthair original areas in the future
because of the sound local economic condition. §hiaip of migrants is willing to

stay longer in order to reach a particular longatesavings target. Lindstrom’s (1996)
empirical test on a sample from 13 Mexican comniesivith migration experience in

the US supports that a favorable source regiomms@mic context has a positive impact
on the length of migration in the destination algaoking at the German case, Kirdar
(2010) also finds that immigrants from poorer seucountries have shorter migration

duration than immigrants from wealthier source d¢gas.

1.3.2 Human capital investment, financial capitabostraint, and family

reasons

The above framework is the basis of the migratiomation model. The following
section presents various extensions of the moddbking into consideration human
capital investment (Dustmann, 1999), financial ¢@sts (Mesnard, 2004), and
family-related factors.

Dustmann (1999) suggests integrating the humanatapvestment factor into the
optimal migration duration model, assuming that thes of return on human capital
acquired in the host country are higher in the hamentry labor market. Empirical
evidence from Germany supports the human capitasiment theofly language

fluency, a host country specific human capitalpasitively affected by the migrant’s

* The sample focuses on male migrants who came im&wg between 1955 and 1973.

11



General Introduction

intended length of stay. Though the paper focusethe impact of migration duration
intention on the human capital investment decisiba,potential endogeneity discussed
in the paper also suggests that the optimal maradiuration decision may take into
consideration specific human capital investment igdeturn. Also relating to human
capital, Dustmanret al. (2011) propose a model where an individual's degido
return is related to a comparison of costs andfiiere a delayed return regarding the
efficiency of human capital acquisition and itsuret between host country and home
country. For example, a delay in host country bezommore costly when experience
accumulated in the host country raises the humantataapplicable to the home
country at a faster rate than it raises the hunagital applicable to the host country.

Mesnard (2004) proposes integrating the financmalstraint factor into the optimal
duration model. She argued that in a situation wliee capital market is imperfect in
source regions, migration is considered to be alvitual strategy to accumulate
financial capital for entrepreneurship activitieken return. Therefore the optimal
migration duration is closely related to the exteftsavings accumulation for those

who would like to become entrepreneurs after th&mehome.

While the above studies focus on a “pure” individe@nsideration, Dustmann (2003b)
proposes a model that integrates the welfare ofantg’ offspring into the migrants’
life-cycle utility. In such setting, the optimainte of return may be determined by
purely altruistic motives of parents towards theffspring, which is confirmed by
German data. In another recent paper, Dustmann8)2@@ther documents a strong
association between fathers’ permanent migratiod sons’ education investment

(again using German data).

Besides the above important findings, various stsidiso provide evidence for the role
of other determinants on migration duration. Camfidores’s (2006) empirical study on
Mexican immigrants to the US shows that physicatafice, which is used as a proxy
of migration costs, has a positive impact on migraduration with longer distances
decreasing the hazard of return to their staterigiro Magris & Russo (2003) argue
that the decision about migration duration is moependent of the immigration policy,
but instead, it is quite sensitive to policy chamgé&hey predict that the closure of
frontiers increases migrants’ time spent abroadri@aFlores (2006) also finds that

tighter US migration policies have an ambiguousafbn optimal migration duration.

12
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1.4 Return to return migration

1.4.1 Who are the return migrants?

“Failure” or “success”

Whether return migration is a result of a “successa “failure” in destination areas is
a highly debated issue in the literature. Therebacally two opposing views. On the
one hand, neoclassical economics considers thatnretigration is an unsuccessful
result of work experience in destination areas. [blyec is that migration is considered
as a response to a higher (expected) wage in regeiggions (Lewis, 1956; Todaro,
1969). Therefore return migration only occurs wihagrants fail to gain the expected
benefits, either because of under- or unemploymanhecause the psychic costs of

moving are higher than anticipated (Constant & Mgs2002).

On the other hand, NELM holds a positive view ofure migration. Under this
framework, migration is seen as an intentional,|seejanized family plan consisting
of two parts. First, remittances sent by migrarmtp lliversify family income and solve
liquidity constraint problems in the absence oficedht markets in home regions.
Second, return migration is the result of fulfillmeof goals, and the return of the

individual to the family.
Selection

A complementary issue of the “success” or “failusedry of return migration lies in the
selection question (Borjas, 1987; Borjas, 1989;j&0& Bratsberg, 1996). Borjas &
Bratsberg’s (1996) seminal work suggests that @ pf migrants, as well as return
migrants, is not random. According to them, a metorigrant experiences a double
selection: while migration is a process of selegtn in the first place, return
migration is a second self-selection, reinforcihg selection at the first stage. The
basic idea has two variations: when the migrantkeis are the most highly qualified
(best) workers as compared to the average levéhansource country, then return

migrant workers are the worst of the best. In #asnario, those who remain in the

13
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foreign country are the best of the best. In thewsd scenario, migrants are the lowest
qualified workers (worst), implying that return magt workers are the best out of the
group of worst workers, with migrants remaininghie host country being the worst of
the group of worst workers. Therefore, the skilingmsition of the return migrant flow

depends on the type of selection that generateniimegrant flow in the first place.

The empirical study of Ramos (1992) confirms thedjptive power of the theoretical

work of Borjas (1987, 1989) and Borjas & Bratsb&r§96). Ramos (1992) compares
the education levels of three groups of persongrtBuRican-born non-migrants,

Puerto Rican-born permanent immigrants in the Wdn&eates, and Puerto Rican-born
return migrants from the United States. The reslitsv that immigrants in the United

States are less educated than the non-migrantsarid’Rico, and the return migrants
from the United States are relatively more qualifiean the migrants remaining in the
United States.

1.4.2 Economic performance after return

While the selection theory highlights the origirrtstg in terms of human capital, it
ignores the dynamic changes involved during thelevpomocess of migration. That said,
the migration process may change the original caitipa of skill. Migrants may
upgrade their skills by learning on the job ands&guently import the newly acquired
human capital to their source country (lara, 20@8)stmannret al. (2011) even argue
that migration is a strategy to acquire skills véhetrey can be acquired more efficiently,
and to sell these skills where their return is hiighest. As such, while evaluating the
role of return migrants on home communities, itniscessary and important to
incorporate the changes they may have experienaadgdmigration as well as the

repatriated changes that they bring back.

A growing literature explores this issue and tetwdsupport the hypothesis of a higher
economic performance of return migrants after retur terms of occupational choice
and economic earnings. As some studies arguenretigrants bring back not only
financial capital but also human capital accumulatiring migration in a more

developed area (Gmelch, 1980; Miracle & Berry, 29MQrphy, 2002). For example, a
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higher propensity of returnees becomes self-emglay®on return in many countries
(ahi, 1999; McCormick & Wahba, 2001; Mesnard, 20®iracha & Vadean, 2010).
Regarding earnings, Reinhold and Thom (2009) firat tmigration experience in the
US is positively related to an individual's waggson return to Mexico, and return to
migration experience is significantly higher thaturn to domestic working experience.
lara (2006) has investigated earnings differenads/iéden young males from Central
and Eastern Europe with and without Western Eunopeark-related experience and
found increased earnings capability for those Wikbstern European work experience
and a premium of around one-third of stayers’ em®i Another interesting finding is
from the Hungarian case, for which @bal. (2000) find positive returns to women’s
foreign work experience from member countries ad tbrganization for Economic
Cooperation and Development (OECD) but no suchsgon women who returned

from non-OECD countries.

From an individual point of view, these studiesgegj that migration is a process of
enhancement of the individual human and physicgitala and therefore return
migrants tend to get higher return in source regias a result of their upgraded skills.
From a development point of view, return migratisralso a potential “brain gain” for
home regions. As Dustmaren al. (2011, p. 66) arguetliere is always a potential gain
for the developing countries if their citizens @pply their skills where they receive the
highest rewards” Mayr & Peri (2008) notice that in the United $8t20% to 30% of
highly educated immigrants return home when theysditl productive, especially to
source countries like Eastern Europe and Asia, they become very important
contributors to their home economies. Taiwan ioadgexample of an economy that
has derived great benefits from attracting backlgigkilled overseas Taiwanese (IOM,
2005). Another classical example is India, onceoantry suffering the most from
“brain drain”, but now benefitting from return exfse especially in the software sector,

previously “lost” to the United States (Hunger, 20
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1.5 Migration patterns and remittances in Vietham

1.5.1 Rural-urban internal migration

In Vietnam, the “renovation policy'oi Moi) officially introduced in 1986 has marked
a shift from a centrally-planned economy to a madieented economy. Since then,
Vietham has been experiencing an extraordinary ldpueent with an average annual
GDP growth around 7% from 1990 to 2010. Along witils rapid economic growth, a
significant shift in economic structure towards ustfialization has also been
documented. The agricultural sector has dramayicitreased its contribution to the
nation’'s GDP from 42% in 1989 to 21% in 2009, wlasrendustry has become the
primary sector of production, shifting from 23%1889 to 40% in 2009 (World Bank,
2011b).

Accompanying these economic changes, an increaamy large-scale rural labor
exodus has been observed in the past years. Aogotdi a report by the United
Nations (UN) in 2010, the urban population is naewgng by 3.4% each year but only
0.4% in rural areas. Internal migration contributeghis continuingly increasing rate
of urban population. The most recent estimatioretdam the 2009 census shows that
6.6 million peoplé (7.7% of population) migrated internally over 26@09 with the
majority flowing into urban and industrial areaspresenting an increase of 47% since
1999 (UN, 2010).

The mechanism of internal migration in Vietham sisacommon features with other
developing countries such as China, in that ecoa@mportunities and higher wages in
destination areas are the main driving forces. Nbekess, the climate and the
environment in Vietnam are also considered to lfleential factors pushing people to
migrate as a way of livelihood diversification iroping with risks from natural

disasters (UN, 2010). It is also worth mentionihgtta large proportion of migrants are
actually part of a “planned” migration, and relaghtby government programs for

® According to the UN (2010), the unofficial figui® much greater, as the census numbers are ligely t
exclude many seasonal, temporary and return migjrastwell as the population mobility that tookcela
5 years prior to census enumeration.
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different purpose8.For example, during the period 1994-1999, neadif bf the
recorded internal migrants were “planned” migrantsyertheless, the number of
“spontaneous” migrants outside of any governmeahmihg is also increasing (UN,
2010).

According to the 2004 Vietnam Migration Survey (@mai Statistics Office, 2005), the
migrant population is composed of young individuaisd women are more likely to
migrate than men. Despite the fact that migranta e#ore than if they had stayed in
their home regions, their social and economic 8inais found to be disadvantaged
when compared to local residents in destinatiomsardhe 2004 Vietham Migration
Survey also reveals that the mean monthly inconmaigfants was considerably lower
than those of non-migrants (VND 957,000 vs. VND12,200). They are vulnerable,
paid much less, with a concentration in high plaisiand lower skill economic
activities, less protectédas well as likely to be discriminated against axdluded
from many public servic&s(UN, 2010).

Accompanying the large-scale internal migratiogpasiderable amount of money has
been transferred from migrants to their left-behiachily members in source regions.
According to the 2004 Vietham Migration Survey (el Statistics Office, 2005),
more than half of migrants sent money back honteenl2 months prior to the survey.
Women seem to remit a higher percentage of earnmgse than men: while
remittances account for 17% of female migrantsltadcome, they account for only
10% of male migrants’ income (UNFPA, 2007).

® For example, in order to cope with critical floatisasters in Mekong Delta, since 1996, the
government has launched a “living with floods” pglof household resettlement.

7 The lack of formal labor contracts is found todiéte widespread among migrants. UN (2010) has
mentioned that, in a small-scale survey in 2003looted in Hanoi, HCM City and Danang, only 36% of
temporary or unregistered migrants had a laborraont

8 Access to many social services and other adntistr procedures are tied to registration status,
which is a particular system of household regigtrain Vietham called M Khdu”. It was formally
introduced in urban areas in 1955 and expande®60.1The origin of the policy was to control intakn
population movement and ration procedures underagnlanning. Since its establishment, the system
has experienced many reforms. Prior to 2007, fategories existed with KT1 for permanent residents
and KT2, KT3, KT4 for non-permanent residents dfedent classifications. Since 2007, only two types
of Hg Khdu exist: permanent and temporary. People with peemititle in the place they reside can
enjoy full benefits from government, whereas in thader case, they have to pay or are excluded.
Different from theHukou system in China, thelg Khdu in Vietnam today is not tightly related to a
distinction between “rural” and “urban” or betwe&gricultural” and “non-agricultural”. Nevertheless
both systems do endow different social and publghts on those with different residential
identifications.
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The internal remittance receiving population ig&rbut the share in household income
and expenditure is small. According to Cuong (20@#)o use the Vietnam Living
Standard Surveys 2004 (VNLSS2004), the proportiohooiseholds receiving internal
remittances was 86.3 % in 2004. However, the w@tihe average internal remittances
over household income and consumption expenditwvas 11.6% and 15.1%,

respectively.

Households receiving internal remittances are &dsod to be relatively poorer than
households who do not receive internal remittan€es.example, the VNLSS2002 and
the VNLSS2004 show that the per capita income fieernal remittance receivers is
4,667.7 KVND and 5,847.9 KVND, whereas for non-ieees, the figures are 5,243.5
KVND and 6,429.0 KVND respectively (Cuong, 2008)ndtly, the 2004 Vietnam
Migration Survey shows that expenditures for daung expenses is the major use of
remittances for migrants’ families (concerning &f3migrants’ families). The second
most common use of remittances is payment for healé services, and then education

expenditures (General Statistics Office, 2005).

1.5.2 International migration and remittances

While internal migration is widespread across &NVietnam, international migration is
also commonplace in modern day Vietham. According the Migration and
Remittances Factbook 2011 (World Bank, 2011a)ntiaber of international migrants
from Vietnam in 2010 are 2.2 millions, which accbtor 2.4 % of the total population
in Vietnant.

The major destinations for Vietnam emigrants aratiNé&merica and Europe. The
Vietham—-US migration corridor is particularly emplmed by the Migration and
Remittances Factbook 2011 (World Bank, 2011a). iBarbt al. (1996) calculate that
between 1975 and 1993, 74.2% of Viethamese emgyraent to North America,
11.9% to Europe, 12% to Australia, and 1.8% to otlestinations.

9 In July 2011, the total population in Viethan®®549,390.
https://www.cia.gov/library/publications/the-worfdetbook/geos/vm.html
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The international migration history in Vietham iwsely related to its historical and
political context. Several historical events hawsl ha great impact on population
movements. After a century of colonization by Fenand its later involvement in
World War I, in 1956 Vietham was officially sep&d into two independent states: the
Democratic Republic of Vietham (DRV) in the nortidathe Republic of Vietham (RV)
in the south. In the south, the RV capitalist systeas protected by the United States,
while in the north; the Communist DRV was suppoiigdChina and the Soviet Union.
After 20 years of separation, the north finally goared the capital city Saigon in 1975;

reunification of the two states under a socialystem took place in 1976.

The massive Vietnamese international migration oecuafter 1975. Resistance to the
Communist government and the fear of persecutiomedmany southerners to flee the
country'®. Barbieriet al.(1996) have identified that, among the total of mifion who

left Vietham during 1975-1993, 60% were illegalugges and 40% were part of the

Orderly Departure Progra set up by the Vietnamese government.

International remittances have become a substastiafce of income for Vietnam.
According to the Migration and Remittances Factb@0k1 (World Bank, 2011a), 7.2
billion US dollars in remittances were sent to Weah in 2010, amounting to about 7%
of Vietham’s GDP. Based on the 1997/98 VHLSS, Ndéutherica was the main source
of remittance inflow, accounting for 63.8% of totaternational remittances, followed
by Europe (15.6%), Australia (8.6%), Asia (5.6%y asther regions (6.5%) (Pfau &
Long, 2008b). The proportion of households who ikecenternational remittances
continuously increases. The fraction of househadd®giving international remittances
was 5.6% in both the 1992/1993 and 1997/1998 VHI(Bfau & Long, 2008a),
increasing to 5.9% and 7.1 % in 2002 and 2004 VH{G&®ng, 2008).

As compared to internal remittances, internatioaalittances in Vietnam cover only a
small proportion of the population, but their ralatshare in income and expenditure is
much more important. According to Cuong (2008), ttaéio of remittances to

10 For example, after the reunification, in orderelscape the government program of “reeducation
camps” aimed at former political officials and leaslin the south, and with the purpose of forcha

to “learn about the ways of new government”, maouyt8 Viethamese men chose to flee on boats.

" The Orderly Departure Program (ODP) was a govempeogram established in 1979 under the
United Nations High Commissioner for Refugees wiith purpose of allowing people to leave Vietham
legally for family reunions and for humanitariammsens.
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household income and consumption expenditures ®4d%8@and 52.8% respectively in
2004. Contrary to internal remittances, internaloremittance receivers are much
richer than non-receivers. Again referring to theistics calculated by Cuong (2008),
in both 2002 and 2004, the per capita income afdhnternational receivers was about
twice that of non-recipients (8,679.3 KVND vs. 4355 KVND; 11,088.9 KVND vs.
5,531.5 KVND).

1.6 Internal migration and return migration in Chin a

1.6.1 Rural-urban internal migration patterns

Since 1978, when the “reform and opening” policitiated by Deng Xiaoping was
introduced, China has been experiencing unprecedex@onomic growth accompanied
by a dramatic transition from a centrally-plannedoremy to a more open
market-oriented economy. From 1978 to 2010, thauan®DP growth rate reached
about 10%. In 2011, China’s economy became thensetargest after the United
State®. Following the open-door policy, the rapid grovrtinternational trade and the
inflow of huge amounts of foreign direct investmeme considered to be the main

engines of China’s spectacular economic performa(@émurger, 2001).

The tremendous economic development in China hes laéen marked by a rapid
industrialization and urbanization. In the pastthdecades, profound changes have
occurred regarding the economic structure, inclgdrsharp decline in the agricultural
share of value added and an increase of outputdibr the industry and service sectors
in terms of GDP. In 2010, the share of the indusing service sector reached 46.8%
and 43.0% value added respectively, while the aljual sector only accounted for
10.2% (National Bureau Statistics of China, 201Tde size of the urban population
has also increased rapidly. In 1982, only 20.6%hefpopulation was living in urban
areas; over two decades, the total population tegscand towns increased by 141%,
amounting to 49.7% in 2010 (National Bureau Stagsbf China, 2011b; National

12 http://lwww.nytimes.com/2010/08/16/business/gloian.html
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Bureau Statistics of China, 1982).

In this dynamic process of industrialization andbamization, a large-scale internal
population movement has been taking place in Chlimparticular from rural to urban

areas. According to rough estimates, the numbeumi-urban migrant workers was
less than 2 million in the late 1970s (Li, 2008heTlatest statistics from the 2010
National Population Census shows that in 2010 tital tnumber of rural-urban

migrants reached 261.4 million, accounting for 20Pthe population (National Bureau
of Statistics of China, 2011b).

China’s internal migration is featured as a unictimal flow. Benefiting from the
boom of town and village enterprises (TVES) angrofate enterprises, as well as from
the reception of large amounts of foreign investiméme eastern coastal areas have
attracted most of the rural labor surplus from é&t of China. For example, in 2000,
75% of the total migration population was conceetitan coastal regions (Cai & Wang,
2008).

Like other developing countries, the astonishingysation mobility in China is a
response to various economic causes. From a magrbgs view, the basic mechanism
of regional labor mobility in China is consistenttiwthe Lewis’ two-sector model
(1956): the increasing demand for labor in rapehpanding urban industrial economy
is the core attraction for labor surplus from ttelitional agricultural sector. Similarly,
Wang & Cai (2009) argued that the increasing lahobility in China also reflects the
growing regional inequalities. From a micro poirft wew, migration is a rational
choice for household livelihood diversification (&l 1998; Ellis, 2004; Barrett &fl.,
2001; Démurgeet al, 2010).

Beyond the common economic causes, the historyitefrial population mobility in
China is also highly associated with institutionhanges. Prior to 1978, labor mobility
was strictly controlled under the regime of the $&hwold registration systerfijkoy
formally established in 1958. Theukouis like a domestic passport identifying an
individual’s identity by referring to a dual claBsation: according to the place of
residence (“rural or urban”) and the occupationasighation (“agricultural or
non-agricultural”). With this system, population bildy was strictly controlled for

almost two decades. As economic reforms have bexggssing, thukousystem has
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also experienced various reforms to facilitate pagon mobility within the country.
Moreover, a series of policies were introduced #ameously which indirectly
contributed to the freedom of labor mobility. Omeprtant policy is the household
responsibility system initiated in 1981. Thanksthis system, rural households have
been given individual contracts to farm agricultueand. The system stimulated an
increase in farm productivity and released surphl®rers from agriculture Wang &
Cai (2009). As such, migration as a livelihood dsication strategy to seek other
economic activities beyond agriculture became ditra and possible. The fact that
labor mobility started to become a visible phenoomeim China during the early 1980s,
now reaching unprecedented scale, is largely dtigese institutional changes resulting
from the breakdown of the barriers that used totrobrpopulation movement in
pre-reform China. Wang & Cai (2009) has summaritieelse government policy
changes towards the population movement as havireg tstages: permitting rural
labor mobility in the 1980s, guiding rural labor bilgy in the 1990s, and encouraging

rural mobility since 2000.

1.6.2 Return migration

Though the number of rural-urban migrants contint@sincrease, a noticeable
counter-flow of population movement from urban torat has also increasingly
occurred in recent years. A 1999 study conducteBdiyand He (2002) of 62 counties
of Sichuan and Anhui provinces shows that the prtapo of return migrants was 28.5
percent among all migrants, including those who hagrated and those who were
ongoing migrants. Murphy (2002) also estimates, thiaice 1995, almost one third of
the “floating migrant population” from China’s imter provinces had returned and
resettled in their home town. Therefore, a larggigo of rural migrants in China are

temporary migrants.

While many factors may contribute to this temporéegture of internal rural-urban
migration, it is commonly recognized that two ifgional constraints, théukou
systemand the rural land allocation system, play a specdle. Despite noticeable
reforms and changes in recent years, ltbkou system remains a constraint that is

closely related to the lack of welfare and socisdistance with respect to housing
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security programs and public school services fagramts in urban destinations (Tao,
2009). The land allocation system is another ingrdrfactor shaping the temporary
nature of Chinese internal migration. As discudsgdle la Rupellest al. (2008), one

channel is that the collective ownership of agtiall land imposes insecurity on the
land use rights of Chinese farmers. Accordinglyis tinsecurity constrains rural
people’s movement, as they fear that migration imjgbpardize their land use rights.
All'in all, “the hukou institution acts as a back-pushing faceural-urban migrants,

while collective ownership of land and the corralatinsecurity of individual land use

rights act as a back-pulling force on these migsdfde la Rupelleet al, 2008, p.35).

The large-scale rural-urban migration has alsolte$un a considerable number of
“left-behind” children in the sending communitieglweither one or both parents being
migrants. The All China Women’s Federation estimmdteat there were a total of 58
million left-behind children in rural China in 20090 million of whom were below the

age of 143 These children are usually cared for by theindparents or other relatives
with only rarely visits by their migrant parentseft-behind children lack direct

parental care and migrants suffer from family safpan. Left-behind children therefore

have become a severe social concern in the country.

Despite the potentially heavy social consequendesumal-urban migration, the
economic contribution to China’s development is elydrecognized. As Cai & Wang
(2008) point out, migration is an important contitibg factor to China’s structural
transformation and urbanization. Migration is alsonsidered to have played an
important role in alleviating rural poverty (Wang &ai, 2009). It is commonly
recognized that migration positively impacts rudavelopment through the remittances
that migrants send back to their communities ajior{Murphy, 2009. Another channel
of migrants’ contribution to rural development isrdugh repatriating human and
physical capital via return migration. This chanigeless explored, but is increasingly
recognized as having importance as more and mageants return back to their home
communities. Observations show that return migraethibit high economic
performance after their return. For example, a ifipesurvey on return migrants’

occupational participation and entrepreneurialvéas conducted by the Development

3 hitp://www.gov.cn/jrzg/2009-05/27/content_132549¢in Chinese).
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Research Centre of the State Council, coveringchties in 28 provinces in China
in 2007, reported that 16 percent of return migrdydcome entrepreneurs after their
return (Han, 2009). Murphy (2002) highlights thentctbution of migration working
experience to returnees’ business establishmdntartounties in Jiangxi province. She
finds that longer urban sojourns enable migrantsonty to accumulate funds and gain
management experience, but also to forge busimedadts in the cities.

1.7 Structure of the dissertation

The experiences of both Vietham and China concgrimmternal and international
migration raise a series of important questionsiteel to the interaction between
migration and sending communities. The overall goélthe dissertation is to
empirically investigate some dimensions of theraxt&on by collecting evidence from
both countries. More precisely, it studies the Ibdtween migration and the sending
source regions with a particular focus on the meismas of return migration and its
link with sending communities as well as on theiagoand economic impact of

remittances and return migration on sending comtiasi

If life is better in the hometown, then a ratioparson will not choose to migrate. In
other words, people choose to migrate to have terbéte. And in many cases,
migration is a strategy not only for the migrari®st interest, but also for the sake of
the whole family. Once landed in a new place, aramgis physically separated from
her family left behind. In reality, the fact thamittances occur everywhere reflects that
migrants actually keep close communication withrtfemilies during the migration.
Remittances are therefore a key tie for interacti@tween migrants and sending
regions. This interaction can include the wholecpss of migration, from the very
beginning until the moment of leaving for temporanjgrants, and the whole rest of
life for those who become permanent migrants. Caicine destination, each migrant
has to face a question of when return: sooner, tateever? The decision about return
may involve consideration of factors related torseuegions, and therefore involves
another interaction between migrants and theiriggngburce regions. Returning home
ends the spatial distance, but raises a confrontégésue of past and present. For return

migrants, it means a process of repatriating tre¢ pagration experience to the place
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of origin. Such direct interaction may result igrsficant changes for return migrants
in their home land.

Based on these considerations, this dissertatists tree key hypotheses related to
three types of interaction between migrants and gwirce regions. First, remittances
are closely related to receivers’ trust in sourcenmunities; second, left-behind
children influence return migration decisions; dhireturn migrants contribute to their

home community through entrepreneurial activities.

The first hypothesis is tested in the first chamtethe dissertation by using evidence
from Vietham, and the last two hypotheses are ewathiin the second and third
chapters of the dissertation respectively, usinglence from China. The analysis
draws on an innovative methodological combinatidrfield experiment in Vietham

and household survey in China, both conducted éwthhor. The field experiment was
conducted in both South and North Vietham in 20IBe household survey was
conducted in 2008 in Wuwei County (Anhui provincg)abor-exporting source region

in China.

By studying these questions, this dissertatiomitideto enlarge and deepen the existing
understanding of the mechanisms of return migraasnwell as of the social and
economic impact of remittances and return migrabonthe sending communities.
Though these three questions are studied separdtdly worth mentioning some
logical links. First, the three questions studiedthe dissertation cover the whole
post-migration process and connect to each othehronological order, with each
guestion representing one stage of migration. Thdyson remittances concerns the
stage of migration; the question about left-behthddren examines the moment of
returning; and, finally, the question on entrepreie activities studies the post-return
period. Second, the three questions each representimension of the link between
migrants and sending communities. With these twatufes, the dissertation gives
additional perspective on how the relationship leetvmigrants and sending regions

varies over time in the post-migration stage.

The first chapter, entitledTtust and trustworthiness in Vietndngxamines whether
remittances are related to receivers’ trust anstwrarthiness in Vietham. The existing

literature shows that trust is one important deteamt of development, and is found to
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be more pronounced in more developed societiesaguai combination of a field
experiment conducted in 2010 and the “2002 Vietrtaousehold Living Standards
Survey (VHLSS2002)"”, the chapter examines whetlemreiving international and
internal remittances in real life increase an imdlml’'s trust. To the best of our
knowledge, this study is the first to directly avate the linkage between remittances
and trust. Thanks to the field experiment, bottespltrusting and reciprocating, are
clearly identified. On the other hand, the VHLSS2@ata have successfully recorded
each household’s remittance-receiving history. éftee, we are able to identify for
each patrticipant the level of trust and the amafimemittances received in 2002. This
chapter also investigates two related interestungstions: i) whether trust varies within
a country according to regional differences assaltef different social systems; and ii)
how an individual’s risk aversion and time prefarerrelate to trust. The chapter
highlights that both international and internal réamces are highly related to the
receiver’s trust behavior. While internal remittaadave no significant relationship to
trusting behavior, international remittances denvamts a significantly positive
connection. On the other hand, international remdés are negatively related to
trustworthiness, while internal remittances areitpaty associated. We interpret that
the positive effect of international remittances toumsting behavior is a result of a
learning effect from receiving international reraittes, and the negative effect of

international remittances on reciprocating is alentiion of participants’ “pure”

receiving role for material gifts in the process ioterpersonal or inter-familial

interaction with the senders who live abroad. Thdsglings have important

implications for development. Where previous litara focused on the positive impact
of remittances in helping to alleviate poverty ahérefore improve the economic
development of receivers, this study gives a newoader vision on how remittances
influence development through trust and trustwoehs in an entire society. We also
find that the degree of the impact of remittancepethds on the region. Internal
remittance receivers in the south are more likelype reciprocal as compared to the
rest of the population, suggesting that the pasitpact of receiving remittances is
greatly strengthened in the south, where we alsd & significant higher level of

trustworthiness as compared to the north. We stiggasthis difference between the
south and the north may due to the historical arflte of 20 years of a capitalist regime
in the south (1954-1975). Finally, consistent vatitme other studies, trust is not tightly

connected to a person’s risk attitude; more patgewple are more likely to be

26



General Introduction

reciprocal, reflecting the role of patience in istreg a long-term interest rather than an
immediate one-shot benefit.

The second chapter, entitled €ft-behind children and return decisions of rural
migrants in Chind, explores the role of children as a motive forurat migration in
China. A simple illustrative model, based on Dustm&003b), is proposed to account
for left-behind children through parents’ altruistibbehavior and the potential
differentiated impact of children’s gender on ratdecisions. In the empirical part, two
complementary empirical tests are proposed to astirthe role of children on return
migration by age and by gender based on a ruraddimld survey conducted in Wuwei
County (Anhui province) in 2008. First, a discréitee proportional hazard model is
used to estimate the determinants of migration taurafor both on-going migrants,
whose length of duration is indeterminate, andrretuigration, whose length of stay
has been completed with incomplete length of domatiand return migrants with
complete length of duration. Second, a binary Rraimdel is applied to study the
return intentions of on-going migrants. Both modighsl consistent results regarding
the role of left-behind children as a significanbtime for return. More precisely, the
duration analysis shows that both the number osph®ol children and the number of
children under sixteen at the moment of migratasyell as an increase in the number
of children (for each age-group) during migratidtgve a negative impact on an
individual migrant’s length of stay in destinatiareas. Compared to all children under
sixteen, pre-school children have an even stromgeact on migrants’ return decision.
Moreover, compared to daughters, the presencensfisanore influential in shortening
a migrant’s length of stay. The study of on-goingnants’ return intention confirms
these results regarding the role of left-behindidecbn as a significant motive for return,
and a relatively stronger impact of pre-schooldiigih on pulling their parents back
home. Due to the restricted access to urban psbhool services for rural migrants’
children, the separation between migrants who worklestination areas and their
children who are left behind is a common phenomemoiChina. Therefore, such
separation tends to be a strong motivation for amtg to come back earlier. The
relative importance of sons in migrants’ return igien-making highlights the

traditional “son preference” concept in rural migis values.

The last chapter, entitledReturn migrants, the rise of entrepreneurs in rutdina;
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examines the impact of the migration experienceirahviduals’ choice of being
self-employed upon their return to their home géa, using the “Wuwei 2008 survey”.
To do so, we consider two levels of analysis. Wetsivith a comparison between
non-migrants and return migrants and address tleviog question: compared to their
rural counterparts, are return migrants more likelyopt for self-employment upon
return? We then turn to the analysis of the bexdfiat returnees themselves gain from
their own migration history, and examine how pagjration experience affects return
migrants’ choice of self-employment upon returntegursive Probit model is used in
order to capture unobservable heterogeneity betwetam migrants and non-migrants.
Meanwhile, we adopt an IV strategy to control fotgntial endogeneity problem. The
chapter finds that return migrants are more likeéty be self-employed than
non-migrants, and that both return savings andfrimguency of job changes during
migration increase the likelihood for return migisato become self-employed. These
findings suggest that (a) return migration can hedpitalize rural economies and
alleviate poverty in less developed areas in Chamal, (b) repatriated capital is a key

stimulating factor in promoting rural entreprenausctivities.
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Il Trust and trustworthiness in Vietnam **

2.1 Introduction

How does trust matter? A growing literature shotest trust contributes to economic
development and economic sustainability, politisatcess, social and human well
being (Algan and Cahuc, 2010, Zak and Knack, 208&hce, 2004). The advantage of
trust is also greatly praised by Fukuyama (1995)o wielieves that trust can
dramatically reduce transaction costs and makesilgescertain efficient forms of
economic organization. Lack of trust, to the camtranay significantly and durably
reduce the per capita income, as discussed by Ag@ahuc (2007, p.16) based on a
comparison of about 30 countries from the beginwh950 until today. In his study,
Neace (2004) finds that low levels of trustwortlsmein Latin America hinder
development of social capital necessary for hunmeheesonomic development. What is
more, trust is necessary for democratization. Withoust, the citizens lack incentives
to face the adversities of democratic politics @ad easily exit from public politics

when things go against them (Tilly, 2005, p.136).

In summary, trust matters in development. Meanwhitest may not be truly
exogenous (LaPortat al, 1997). Uslaner (2008, p.739) says thathére you live
shapes your level of tristTrust seems to be determined by the level ofneadc
development and institutional settings. For examplest is found to be higher in richer
countries (LaPortat al, 1997). Similarly, the probability of distrustingthers rises
when the respondent is living in a transition coymather than an OECD country
(Aghion et al, 2010). Fehr (2009) argues that trust is endogerioua region’s
institutions. Comparing trust levels between fown+western immigrant groups in

Denmark to those in the respective countries @jioyiNannestad and Svendsen (2005)

14 Part of the research carried out for this chapgeco-authored with Quang Nguyen (Nanyang
Technological University, Singapore) and Marie-€da¥illeval (GATE Lyon Saint-Etienne).

29



Trust and trustworthiness in Vietham

find that “good”, even-handed institutions matter institutional trust which impacts
generalized trust. Uslaner (2008) argues that camsnuhas negative impacts on trust.
For example, he believes that formerly communisintées, such as Russia or the

states in Central and Eastern Europe, have low trus

While trust seems to be correlated with economid aolitical factors, from an
individual’s point of view it may also be highly moected with one’s past experiences
(Goold, 2002). Hardin (2002, p.11) saidhave bald expectations that the sun will rise
tomorrow, and | might not be able to give any actoaf why | think that, other than
induction from the pastJuliusson, Karlsson, and Garling (2005) indiciatieat people
take past events into account in their future dexsss Therefore, past experiences have

influence on decision-making.

Sending and receiving remittances is now a worldwphenomenon as a result of
increased international migration from developiraurdries to developed countries,
and internal rural urban migration within develapitountries. Can this life experience
of receiving remittances be related to the rec&Jewel of trust and trustworthiness?
In this chapter, we are going to test this questMare precisely, by utilizing a field

experimental design integrating both householdiadiidual surveys, we are going to
see how the fact of receiving remittances in a Bbakl in 2002 can be related to its

family member’s trust decisions in a trust gameyg@thin 2010.

Our interest relies upon the fact that considerabdearch has been conducted in the
past few years on the economic impacts of remigsne.g. Adam & Page, 2005;
Rozelleet al, 1999. For example, look at money transferred fdastination areas back
to sending areas on the development of sending conities). Nevertheless, attention
has rarely been paid to the “non-economic” roleemhittances in the dynamic process
of interpersonal or inter-familial interactions. rRigtances are not just “money”; any
remittance involves the reaffirmation of the emonéibvalue of the family and culture
(Lindley, 2009). The widening spread of the worlgispulation from developing
countries and a growing importance of remittancethose people’s lives demand new
knowledge and evaluation of the role played by temnces beyond “pure” economics.
In particular, as discussed before, trust is ackedged as an important determinant of
development. Therefore, understanding the reldtemveen remittances and trust is a

matter of great relevance to understand development
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A related question is how to measure trust. Trad#l attitudinal surveys like the
General Social Survey (GSS) /World Value Survey @Y\are frequently utilized to
obtain interesting data regarding trust. The qoastbncerning trust is usually stated as
follows in these surveys« Generally speaking, would you say that people lban
trusted or that you can't be too carefui? While the survey method is widely used,
many critigues have been raised concerning thalitsalof the information obtained
from such surveys.They are vague, abstract, and hard to interjretiggest Glaeser
et al. (2000, p.812). One important disadvantage is tmatriformation obtained from
the survey question is unable to distinguish twpanteant compositions of trust: trust
and trustworthiness. Nevertheless, the two notawadifferent. Following Cox (2004),
trust is considered to be inherently a matter eflibliefs that one agent has about the
behavior of another. An action that is trusting afother is one that creates the
possibility of mutual benefit if the other pers@ndooperative, and the risk of loss to
oneself if the other person defects. Trustworthgnes reciprocity, on the other hand, is
a positive responsive for the other person’s tuliséfss. Trustworthiness is measured by
the amount returned by the second mover. The secamver return may be motivated
by positive reciprocity, a motivation to repay gemes or helpful actions of another by
adopting actions that are generous or helpful &dther person or returns resulting
from unconditional other-regarding preferences (&904). The interpretation of both
concepts can be also found in Hardin (2000, pp): 4t3rust you because 1 think it is
in your interest to attend my interests in the valg matter...You can more confidently
trust me (I am trustworthy) if you know that my anterest will induce me to live up to
your expectations...”.Hence, the two are different. It is therefore neaeg to
distinguish between them. The trust game (investgame) (Berget al, 1995) allows

us to identify the both roles.

Relating remittances to the trust game is an iatipim from the New Economics of
Labor Migration (NELM). Stark and Lucas (1988) haegplicitly explained the
motivation of remittances as a strategy stemminmgmfran implicit contractual
agreement between the household and the migrantdir®eremittances back home
may be purely altruistic toward family membersmiay also be a reciprocal behavior
toward the supportivefforts obtained from the family. The relation efmitters and
receivers in a migration framework is similar tce teetting in the trust game. For

example, receiving remittances is similar to theation when the second mover in the
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trust game receives a proportion of initial endowtmmoney from the first mover. As
such, a past experience of having received rensigaims a perfect real life indicator

that may have a corresponding reflection on th&t game.

We expect to observe a higher trust in the gantledse participants who have received
remittances in real life. The reasoning is thatitiang money, either because of pure
altruistic action towards family members or a reogal return, strengthens the
attitudes of trust of receivers towards the remsttén reality, it is difficult to capture

this increased trust on the part of receivers dueemmittance-receiving experiences.
The trust game, by replicating a similar situatioh sending and receiving, may

therefore prove such effect if our hypothesis isex.

It is worth noting that the impact of remittanceas toust may be different regarding
whether remittances are international or interivdé may need to distinguish the
groups of population concerned with these two typleemittances as well as to take
into consideration the sending and receiving rolfesoth types of remittances. Finally,
the economic impact of receiving remittances mago ateed to be considered. If
remittances substantially increase the wealth @faimily, then an increase in trust may
also be through the wealth effect because inconseblegn identified as the most
important predictor of giving behavior; for examptegher income households donate
more (e.g. Yen, 2002). Also, individuals with mamgources (including income) can
better afford the potential loss from a betrayathair trust and should generally be in

better position for redress and restitution if tedgNannestad & Svendsen, 2005).

Besides remittances, this study also investigatesather interesting aspects of trust.
First, we ask whether trust varies within a countie find in the literature much
discussion of the cross-country comparisons in seoftrust (e.g., Yamagiskt al,
1998; Aghion et al, 2010)* However, fewer studies have been conducted on
regarding regional comparisons within a single ¢gunOne seminal work from
Putman (1993) examines lItaly: he finds a higheell@f trust in northern as compared

to southern Italy. Trust is discouraged in the mbigrarchical religious society in

15 yamagishiet al. (1998) demonstrate that the level of general fsustuch higher in American society
than in Japanese society. Aghieimal. (2010) find that compared to the English coloniegier levels of
trust have been found in French colonies. They lighh the role of government regulations in
determining such differences with French case beioge heavily regulated of invasive in this sense.
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southern Italy, whereas in northern lItaly, trusteficiently based on horizontal ties
between people. Vietnam, the country that we stuslyalso characterized by a
distinctive difference between the North and Soufme important difference is
historical, with North Vietham having a much longsucialist history than South
Vietham, dating back to the last century. After ohendred years of French
colonization, North Vietham began a socialism gyste the 1940s, after the Second
World War, while the South continued first Frenchlonization, and later U.S
domination. Vietham was officially reunited in 19&fier a two decade division caused
by war. That said, North Vietnham has been undeomr@unist regime longer, while
South Vietnam has had 20 years (1954-1975) of aatisp system. Different political
regimes can impact social norms, trust and politigdues, and such impact may be
long lasting. A few years after the German reuaifn, Ockenfels and Weimann
(1999), using controlled laboratory experimentsidfithat West Germans show a
significantly higher solidarity and cooperation wheompared to East Germans. Even
today, a recent paper of Broggal. (2011) finds that East Germans show consistently
less solidarity than West Germans. We may alsa tefehe work of Uslaner (2008)
again who believes that communism has negative atapan trust. Alberto &
Fuchs-Schindeln (2007) show that, after German ifieation, East Germans’
preferences (political values) for redistributiomdastate intervention converged
towards those of West Germans, however, East Gerwane still more in favor of
redistribution and state intervention. AccordingBtmsiget al. (2011), social behaviors
change even more slowly than the political valuegineted by Alberto &
Fuchs-Schiindeln (2007). Relating to our studyath@ve findings suggest that though
the separation between South and North Vietham eiB8eyears ago, we may still

expect differences in terms of trust between them.

Second, we ask how an individual’s risk aversiod time preference relate to trust.
The above definition of trust implicates the poi&ntisk involved for the trustor in
case the trustee defects, especially when the ataiiv of trusting is of self-regarding
preferences rather than other-regarding preferedsesaid by Tilly (2005, p. 37)tHe
higher the stakes and the more intimate the retatiche higher the level of trust
involved-that is, the larger the knowing exposure valued endeavors to the
malfeasance, mistakes, or failures of othefo act on trust is to take a riskHardin,
p.12) Therefore, an individual’s trusting decisions mayhard to separate from his/her
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risk-loving characteristics. Some scholars (FeldQ® Karlan, 2005; Kosfelet al,
2005) argue that in the trust game, an individuddsision may be confounded by his
risk attitudes. Housest al. (2010), by combining measures of individual risktatles
with individual decisions in investment games coisgud of two “trust” treatments and
two “risk” treatments, do not find a predictive agbnship between risk attitudes and
decisions in trusting decisions, based on theirebgteriment. This chapter aims to add
new evidences from a field experiment on the retethip between risk attitudes
elicited from risk games and trusting as well agpmcating decisions. So far as we
know, studies on the relationships between an iddal’s time preference and trust are
scare. Nevertheless, there may exist an intimate between the two human basic
preferences. The time preference parameters artedlirom a series of inter-temporal
choices (between a smaller reward received soanarlarger reward later). A more
patient person would prefer to wait for a largenddé instead of a short-term smaller
benefit. In this logic, we expect to see a moreiepatperson also being more

cooperative in the investment game.

To address all these issues, we conducted a figdrienent in Vietham covering both
the North and South. We invited equivalent numlaérparticipants from villages and
conduct the experiment of each session in particgdparoper villages. The participants
are from households for whom we have informatioamfrthe 2002 Viet Nam
Household Living Standard Surveys (VHLSS2002), canteld by the General Statistics
Office (GSO) of Viet Nam with technical support rinothe World Bank (WB). Our
experiment consists of a risk game to elicit eachividual’s degree of risk aversion, a
time discounting game to examine an individualsedipreference, and a trust game to
capture one’s trust decisions. In addition, a g@stie questionnaire survey recorded
participants’ basic demographic, social and econarharacteristics. Finally, we resort
to VHLSS2002 data to provide household economiditmm as well as remittances

information.

Our study is part of recent trend in experimentaln®mics to move beyond the student
population in order to explore the robustness mdifigs. It is unique in the sense that
we are able to link the field experiment resultshwihousehold survey data, as the
participants of the experiment are the villagersveyed in the 2002 VHLSS in
Vietnam. To the best of our knowledge, this studyvfes the first direct evaluation of
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the impact of having received remittances on talistihd reciprocal behavior. This may
contribute to understanding both migration and expental economics. More
specifically, in terms of the migration literaturthis study explores an important
guestion on how remittances connect to the rentiétaaceiver’s trust behavior, which
is difficult to capture with common migration suydata. More importantly, we are
able to test the potential different impacts otittional and internal remittances on
trust. In terms of behavior economics, as the itemf a participant being a gift
receiver in real life is explicit, the study is alib capture its corresponding reflection
in the experiment trust games where both role wsting and reciprocating are clearly
defined.

Another important feature of the study is that weorporate risk attitudes, time
preference and trust into a single framework ohestion. Most studies have typically
focused on each preference individually, despigsehthree kinds of preferences being
interwoven in the decision-making process. Onenhefrhain objectives of this chapter
is to fill this gap in the literature. Also, we aable to test whether risk attitudes link
closely to trust decisions, and whether time pesfee has any relation with trust and
trustworthiness. We consider more general formbath utility and time discounting
functions than the standard approach. Specifically, consider the agents’ utility
function under prospect theory and their time peafees under the quasi-hyperbolic
discount function, allowing present bias to be ment. These more general forms of
risk and time preferences are increasingly agrgeoh tio be more useful in describing
humans’ preferences than the standard expectedity uahd exponential time
discounting functions. Finally, due to the specikiistorical differences between South
and North Vietnam, the study is also unique in tloatext of regional differences
within a developing country. It adds new evidenadlte few existing discussions of

whether and how trust varies within the same cquntr

Our results highlight that remittances do have rangt relationship to trust and
trustworthiness. International remittance receivates more likely to be trustful, but
less likely to be trustworthy than non internatiomemittance receivers. Internal
remittance receivers are more likely to be trustimprthan non internal remittance
receivers. Internal remittance receivers in the tiSobave the highest level of
trustworthiness as compared to the rest of the [pgpan. We also find that people in
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South Vietham are significantly more reciprocal nthpeople in North Vietnam.
Consistent with Housegt al. (2010), trust is not tightly connected to a peisaisk

attitude. Finally, as expected, more patient peapemore likely to be reciprocal.

The remainder of this chapter is organized as Vidlo Section 2 presents the
background information on location of the experitn@md sample; Section 3 describes
the experimental design and procedures; Sectiae<epts the results of the study; and

Section 5 is the conclusion.

2.2 Background information on location of the expeament and

sample

Our field experiment was conducted in July-AuguStL@ with participants being
members of households who were previously interggwuring VHLSS2002. In the
2002 survey, 25 households were interviewed in @d®2 and 137 rural villages in
Mekong Delta (in the South) and the Red River Déitathe North) (Tanakat al,

2010). From these, we chose eight villages (seskifour villages of two provinces in

the north and four villages of two provinces in gueith.'°

Table 2.1 gives some descriptive statistics byamgiThe average age of all the
participants is 50 years old, with the participafitan the north slightly older than
those from the south. Concerning the gender ofigieants, the share of female
participants is higher in the north (0.57) thanttie south (0.32§. Our participants
have on average 8 years of schoolings. The paatitspin the north are on average one
year more educated in general than the southetitipants. 41% of our participants
have a second job. This proportion is fairly bathin both North (44%) and South
(38%). As for the first job, 66% of participantsmain in agricultural activities.
Compared to South, the proportion of participamigaging in agricultural activities as
the first job is slightly higher in North.

18 1n the north, four villages are Yen Lac Truang &feth Lac Lienchau in Vinh Phuc province and Thai
Hoa and Diem Dien in Thai Binh province. In the $gdour villages are Thot Not and Co Do Trung in
Can Tho province and Tra Vinh Thanh and Phuoc Haoa Vinh province.

" In one village in the South, all the participaate males.
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Table 2.1 Descriptive statistics by region (2010)

(Mean value)

North South Total

Mean | Std.Dev.| Mean | Std.Dev.| Mean | Std.Dev.
Age 53 11.77 47 9.94 50 11.3(
Female (=1) 0.57 0.50 0.32 0.47 0.45 0.50
Years of education 8.47 4.59 7.16 3.62 7.8 4.19
First job in agricultural activity (=1) 0.70 0.46 0.62 0.49 0.66 0.47
Having second job (=1) 0.44 0.50 0.38 0.49 0441 0.49
Number of subjects 87 79 166

Notes The data in the table are from the post-experirgaastionnaire in 2010(see Appendix 2.2).

Table 2.2 is a summary statistics by income andittences. The average yearly
household income of our participants in 2002 is738,KVND'®. This differs across
regions with the North having a higher average lydavusehold income than the South
(42,373KVND vs. 34,950KVND), whereas the incometrthsition is less equal in
North than in South (Standard deviations: 51,6 16 KOWs. 28,171KVND).

Both international and internal remittances aréeggommon in Vietnam. International
remittances are dominated by emigrants to North rhoag followed by Europe,

Australia, and Asia (Pfau & Long, 2008b). Regardimgrnational remittance receivers,
Pfau & Long (2008b) state that female-headed haldshreceive more remittances.
Concerning the senders, children provided the mestittances to female-headed
households (41.4 percent) followed by siblings armtes or nephews (35.9 percent),
and 4.8 percent of the total international remitn (by value) arriving to

female-headed households came from spouses. Corgénternal remittance senders,
a report by the United Nations Population Fund (BNE® in 2007 estimates that
roughly half of migrants sent money back home, #ardale migrants tend to send
more than male migrants (17% vs. 10%). In termeeoéivers in home communities,
based on the VNLSS 1997/1998, Pfau & Long (2008ascdbe that

children/children-in-law receive the biggest amaurit5.3 percent) followed by

siblings and nieces or nephews (18.9 percent) fiaally parents (17.7 percent). Pfau

18 VND refers to Vietnamese Dong; K represents thodsa
1 The report is entitled Ifiternal migration: Opportunities and challengesr fsocio-economic
development in Viet Nang http://www.vn.one.un.ofg

37



Trust and trustworthiness in Vietham

& Long (2008a) also find that men have a tendewncgend remittances to other men,

while women tend to send more to other women.

Table 2.2 Descriptive statistics by income and rerttances (2002)

Mean Share Share of Mean Mean Share in Mean
(KVND) in households| among income | income of income
average| withthat | households| of the households| without all
income source | with income| category with remittances
from that | (KVND) income of the
source from that category
(KVND) source (KVND)
Income 38,732 - - - - - 36,387
Internal 905 2% 73% 1,214 32,473 3.7% 30,342
remittances
International | 1,439 4% 7.3% 20,807 53,360 39% 31,417
remittances
Income in 34,950 - - - - - 31,151
South
Internal 865 2% 71% 1,227 31,164 4% 28,060
remittances
in South
International | 2,934 7.6% 14% 20,807 53,360 39% 31,417
remittances
in South
Income in 42,373 - - - - - 41.429
North
Internal 944 2.4% 75% 1,254 33,654 3.7% 32,400
remittances
in North
Notes 1. Source: VHLSS2002.

2. Income and remittances are of whole househaidally.
3. North has no international remittances.

From Table 2.2, we have several notable obsenatieliating to both international and

internal remittance® First, while domestic remittances are notable (#8%seholds)

and equally distributed between South and Nortteims of the amount of remittance

and the proportion of receivers, we find only a Brpeoportion of households (7%)

having received international remittances in 2082h all of them being from the

South (14% among the southern participants). Wergbsalso that the average amount
of international remittance is significantly larger7 times more than the average

amount of internal remittance (20,807 KVND vs. BZKVND). The average internal

20 Both internal and international remittances inelutbt only money received, but also an equivalent
value of in-kind presents. The detailed questidredsn VHLSS2002 is: the amount of remittance and
value of in-kind presents from overseas and theumtof domestic remittance and value of in-kind

presents for the household.
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remittance among those who have received interaaittances is of quite small
amount relative to the total household income: 3.7B6wever, the average
international remittance among those who have vedeinternational remittances is

quite large relative to the total household incoB8%.

Internal remittances and international remittanbese different impacts upon the
economic condition of rural households. Focusingn@mome including all remittances,
we notice that the average income of householdsmgamternal remittances is lower
than the average income of the total population4(@2 KVND vs. 38,732 KVND),
while the average income of households having mat@rnal remittances is higher than
the average income of the total population (53,B8ND vs. 38,732 KVND). This
indicates that those households with internal remmées are poorer than households
without internal remittances; on the contrary, fehadds with international remittances
are richer than households without internationamnitances. These results for
economic disparity between households with or witlremittances are consistent with
Cuong (2008) who uses both VHLSS 2002 and VHLSS1200

It is worth mentioning the difference of income tdlsution when including or
excluding the item of remittances for the total plagion. Before adding all remittances
into the total income, the average incomes of dwdliseholds with international
remittances and households with internal remittanaee lower than the average
income (also excluding remittances) for all housgsiocHowever, when the remittances
are included as part of income, the average incfiméouseholds with international
remittances is much higher than both the averageme (also including remittances)
of all households and households with internal temces. This suggests that
international remittances are an extremely impadritacome source that contributes to
the disparity of income. We notice a similar patteihen restricting to the south only.
The average income (excluding all remittances) ofiseholds with international
remittances is close to the average income levatlding all remittances) of all
households in the south, and the average incomelu(irg all remittances) of
households with internal remittances are lower tliha average income level
(excluding all remittances) of all households ire tsouth. When including all
remittances, the average income of householdsintghnational remittances are much

higher than the average income (including all reanites), however, the average
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income of households with internal remittancesstitelower than the average income
(including all remittances). In the north, the ation is different. We observe no
international remittances in the north. The aveliageme for households with internal
remittances is lower than the average income ohaliseholds in the north whether

including or excluding remittances in total income.

2.3 Experimental design and implementation

2.3.1 Game design

This experiment was conducted in Vietnam in Julygést 2010. Each session was
comprised of three different decision-making taglexformed in sequendseeField
experimenin the Appendix 2.1): a risk game, a time prefeeegame, and a trust game.
The general design of the experiment is close ¢ostady of Tanakat al (2010%".
Since our study focuses on trust, in the followpagt, we introduce, first the trust game,
followed by the risk game, and then the time peziee game.

Trust game

The trust game is based on Betgal. (1995). Each player is initially given 20KVND.
In the first stage, all players acted as sendesydp 1). Conditional on an initial
endowment of 20KVND, player 1 has to decide how Imte send (x) among the
following choices: 0, 5, 10, 15 and 20 KVND to ac@ed mover (player 2). Any
amount sent is multiplied by three before it reacgblayer 2. The first mover also needs
to expect how much return he/she could get fromsde®nd mover conditional on the
amount he/she has sent to player 2. In the sedagd,sall players are receivers (player
2). They need to decide how much they are williogréturn to player 1 for each
possible amount (0, 5, 10, 15 and 20 KVND) sentheut knowing how much the first

mover actually sent.

2L One difference is that their field experiment vizegun by the trust game first, followed by the risk
game, and then the time preference game, whereagsnthe trust game was played at the end, thiger
risk game (first) and the time preference gameofsgc The main consideration of the order change is
that the trust experiment is the most difficult dneplay. The first two games can provide partiniga
some initiation into and knowledge about games,ingpit easier for them to understand the trust game
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Hence, each participant plays the two roles osttreder and receiver simultaneously in
the trust game. In between decisions, there iseedlfack given with respect to the

behavior of other subjects.

Before the game started, we gave each participaatreetag colored either red or white.
After the end of the game, we randomly tossed a.dbiheads, those with red name

tags are considered to be player 1 and those wiilevname tags are considered as
player 2. The final payoff of the player 1 is (28yx and the payoff of the player 2 is

(20+ 3*x-y).

In order to help facilitate any calculation for ttoeeal payoff for both and the payoff for
each role, either player 1 or player 2, we providethe answer sheet three tables of
information on the payoffs with each representihg tase of sending to player
5KVND, 10KVND and 20KVND as conditions (see Appendil).

Risk game

To elicit the three prospect theory parameters,designed three series of paired
lotteries totaling 33 questions. Series 1 has ¥xtpns, series 2 has 14 questions, and
series 3 has 7 questions. Each question is a chetegeen a binary lottery, A or B. Our
risk attitude information for each individual comesm a series of decisions made by
choosing a combination of a certain reward (or/andertain loss) with a certain
number of balls, with each ball marked by a uniquenber from 1 to 10. In the first
series, plan Ais fixed. In plan A, the payoff lsvays 40KVND if the number chosen is
1, 2 or 3 (the probability is 0.3). The payoff ls&vays 10KVND if the number chosen is
one of the following numbers: 4, 5, 6, 7, 8, 9 oftt@ probability is 0.7). Plan B is half
fixed and half changing. The payoff is always 5KViDRQhe number chosen is one of
the other numbers except one (that is, betweerd2L@nh Nevertheless, as one moves
down the rows, the payoff increases from 68 KVND6@0 KVND if the number

chosen is one.

Series 2 is similar, but with different payoffs gmabbabilities. Plan A is always fixed:
the payoff is always 40KVND with the following chr@msnumbers: 1, 2, 3, 4, 5, 6, 7, 8,
9. And the payoff is always 30KVND if the numberoskn is 10. Plan B is mixed: the

payoff is always 5KVND if the number chosen is B9mr 10. Moving down the rows,
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the payoff increases from 54KVND to 130KVND if oakthe other numbers is chosen.
In series 1 and series 2, most individuals chotee A in the first row, and as the high
potential payoff increases in plan B down the roswgitching to preferring B to A. A

very risk-averse person should thus switch to Blaarlier.

To address loss aversion, series 3 involves botts gand losses in both plan A and plan
B. In either plan the probabilities of gains andgsies are the same: 0.5. The gains occur
in case of the first 5 numbers chosen and the $osseur in case of the 5 remaining
numbers chosen. The differences between plan AkmdB lie in two points: first, in
plan B, the gains and losses are all much largar th plan A. Second, in plan B, the
amount of gains is always 30 KVND, while the amotlnatt can be lost decreases from
21 to 11 KVND move down the rows. In plan A, theaamt of gains decreases and the
amount of losses increases across rows, with tives garying from 5 KVND to 1
KVND and the losses varying from 4 KVND to 8 KVNDhe later they switch from A

to B, the more averse they are to losses.

In all three series, we enforced monotonic switghbby asking subjects at which
guestion they would “switch” from plan A to plan Bhey can switch to plan B starting
with the first question, but they do not have toitslwto plan B at all. After they
completed three series of questions with a tot&3othoices, a participant was selected
either by other participants or by his own wishdtaw a numbered ball from a bingo
cage with 33 numbered balls, to determine which adwhoice would be played for
real money. Once the row was determined, we pubdl® in the cage. Another
participant chosen the same way as before then dr@aball randomly to determine

which selected number would be played as lottery.

We use cumulative prospect theory (Tversky and I€atan, 1992) and the

one-parameter form of Prelec’s axiomatically-dediveeighting function (1998) as

follows:

U piy, 0= wW(pr Q¥+ WY ¢y (x0< < (1)
U py,d=w(pt Q¥ X+ wir(d)y G ¥ %0 (2)
U Py, = w(p\ 3+ Wy ¢y x0< 3)
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Where V(X)=X forx>0 (4)

V(X)) ==-A(-x°) forx<0 (5)

And w( p) = exp[—( In p)a} )

U, p; ¥, q)is the expected prospect value over binary prdspeonsisting of
outcomesx with the probabilityp and the outcomeg with the probabilityg. v(x)
denotes a power value functiom.represents concavity of the value function, and
represents the degree of loss aversion. The wagyhinction is linear if =1, as it is
in EU. If a<1, the weighting function is inverted S-shaped, iiedividuals
overweight small probabilities and underweight éapgyobabilities. Iy >1, then the
weighting function is S-shaped, i.e. individualsdarweight small probabilities and
overweight large probabilities. We use Prelec’s gheng function, because it is
flexible enough to accommodate the cases whergithdils have either inverted-S or

S-shaped weighting functions, and has fit previdais reasonably well.

Appendix 2.5 and Appendix 2.6 present the predistiof ¢ (parameter for the
curvature of power value function) andprobability sensitivity parameter in Prelec’s
weighting function) for all possible combinationsatoices given. “Never” indicates
the cases in which a subject does not switch to Blas anda are jointly determined
by the switching points in Series 1 and 2. For gxamsuppose a subject switched
from plan A to B at the second question in Seriasd third question (corresponding to
the 15th question in the game) in Series 2. Thestaand higher bound far is (1.16,
1.29), and the lower and upper bounddas (0.56, 0.64). By calculate the mean values
of lower and upper bound, we obtain the final valoé (o, «) for this subject is (1.2,
0.6).

Time preference game

In this game, participants were asked to choosedeive money either today or some
time in the future. There are 75 questions. Eadstn is offered two plans, A and B,
with A receiving smaller rewards today and B receMarger rewards some time in the

future as follows: plan A: Receive x KVND today; plan B: Receive y KVND in t
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days. We use 15 combinations of y and t (or 15gsypkeplan B). For each (y, t)
combination, x increases as rows move on, equédirig6, 1/3, 1/2, 2/3, and 5/6 of the
value of y. In other words, in each type of planpBan A changes with an increasing
payoff across five choices. The reward x and y \@iween 5KVND to 250 KVND
and between 30 KVND and 300 KVND respectively, #mel time delay t varies from
three days to three months. The earlier switclrera B to A are the less patient.

Subjects gave a switching point from preferringoBAtin each series of five questions.
After subjects completed all 75 questions, we fubd&lls in a bingo cage and drew one
ball to determine which question would be playedré&al money. We then asked them
to have a discussion about to whom the money sHmikhtrusted until they pick it up.
The selected trusted persons were usually villagads, commune officers, the
president of women’s associations etc. In all &ggs, the selected persons were also
game participants. For each participant, we putntibeey they gained in an envelope
and wrote down their names, the amount of money sheuld receive, and the dates
they should pick it up from the person. The en&dsperson would keep all the

envelopes until the pick-up date.

These pairwise choices permit estimation of a tifmetor model developed by

Benhabibet al. (2010). The model values a reward of y at timecoeading toyD(y,t)

where
yD(y.t)=y if t=0 (7)
yD(y,t)=B(1- (1-6)t oy if t>0 (8)

The three factors f§ andf separate conventional time discounting (r), prebes )
and hyperbolicity §) of the discount function. In this studyjs assumed equal to 1 and

B is to be estimated, which is reduced to quasi-thgle discounting.
Post-experimental questionnaire

At the end of each session, we administered a ignesire (see Appendix 2.2) to

record individual demographic characteristics, alooetwork, and occupations.
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2.3.2 Game procedure

The field experiment has been coordinated by tlegndim Institute of Economics (in
Hanoi). Research coordinators helped contact Igmalernment officials in each
research site, and asked them to invite one pereon each of the 25 previously
surveyed households to participate in the experisnén each village, the chairman or
headman was charged with the duty of ensuring #necgpants arrived at the session.
On average, we have 21 participants in each villAfe gathered data from 166
participants in total, witl87 participants in the north and 79 participantshi south.
The number of participants varies across villagpetween 19 and 25 in North and the

number of participants varies between 18 and Zourth.

Experiments started at 8 a.m. and lasted aboue thoairs including instructions,
payment and the post-experiment survey. Subjecte gigen instructions and separate
record sheets in Vietnamese containing three coemgena detailed description of
each game, a set of examples, and a series ofiauesd be answered for each game.
llliterate subjects (3%) were given oral instruntiby research assistants who are all
Viethamese. Subjects who had difficulty completiagord sheets by themselves were
also helped by research assistants. The averageimental earnings for three games
was 120KVND (about 6 dollars), roughly 3-4 daysigea for casual unskilled labor.

2.4 Results

2.4.1 Summary statistics

The amount that the first mover passed to her eopatt measures trust, while the
amount returned to the sender from the second maoweasures trustworthiness
(Glaeseret al, 2000). Figures 2.1-2.4 present the distributiminamount sent by player
1 and amount returned by player 2 as well as theuamexpected by player 1 from
player 2 respectively. A corresponding descripstatistics of these main variables are

presented in Appendix 2.3 and Appendix 2.4.

Figure 2.1 shows the distribution of amount senplayer 1 by region and by sex. The
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mean level of the amount sent to player 2 from galayis about 10KVND, or half of
the initial endowment of 20KVND. Women in the nordend the lowest average
amount among all. This contributes to the slightigher sending amount by

participants in the south.

Figure 2.1 Amount sent by player 1 to player 2 byegion and by sex
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Figure 2.2 is a detailed picture showing the distiion of the amount returned

conditional on each specific sending amount, byoregnd by gender. We find several
interesting observations from this figure. First,both regions, the absolute amount
returned increases as the conditional amount reddincreases from 0 to 20. Second,
in general, participants in the south return mudrenthan participants in the north for
each specific sending amount (except when the tiondl sending from player 1 is 0),

and the difference in terms of amount sent betwbensouth and the north becomes
increasingly large and significant when the amosent increases from 5 to 20,

suggesting that people in the south seem moreroaapas compared to people in the
north. Third, women in the north return the lowastong all population groups across
each conditional amount received (expect for whenamount sent is 0). This seems
consistent with the sending story that we discussgdre that women in the north send
the least. According to the figure, men in the boarte the most generous population
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group since their amount returned is always théésgas compared to all the others
for each amount received (expect for when the amnsemt is 0).

Figure 2.2 Amount sent back from player 2 to played conditional on each specific
amount sent from player 1 by region and by sex
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In addition, Appendix 2.3 shows that the averagernefraction is 50%. This indicates
an equal mutual benefit orientation among the gdrmpulation. The South shows a
significantly higher return rate as compared to Mwmrth, with the average return
fraction being 58% in the South and 40% in the hort

Figure 2.3 and 2.4 exhibit the distribution of age expectation from B by sex, by
region and by the amount sent. In general, femalghe north has the lowest
expectation among all. Conditional on the same arnhsent, people in the south have
on average a much higher expectation as compangebiale in the north. For example,
in the case that player 1 sends 15KVND to playeh@,additional benefit for both is
45-15=30KVND due to player 1's sending behaviore Tdwverage expectation from
player 2 is 16 KVND for people in the North (50%tbé total benefit) and 26 KVND
for people in the South (87% of the total benefit).
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Figure 2.3 Expectations in general from player 2 bgex
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Figure 2.4 Expectations from player 2 by region andby the amount sent
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2.4.2 Estimation results

We ran a Tobit model for estimating trustfulnes$ie Tdependent variable for the
regression is the amount sent when all participames player 1. The variable is
censored between 0 and 20. This occurs becausalmayers 1 send money during
the first stage. The dependent variable for theessgon on trustworthiness is the

proportion of total return out of the total amoueteived (three times of the amount
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sent by player 1) when all participants are plagemMNo participant in our sample
returns 0; we therefore choose to use a simple n@rdiLeast Square (OL%)

regression to estimate the trustworthiness detenmhin

We used the same set of independent variablesofbr regressiofa. Tables 2.3 and
2.4 show the estimation results respectitelyn each table, Model 1 is the basic model
using the amount of remittance (both internal antérnational) received by the
participant’s household in 2002 as the independanable. Model 2 uses the dummies
regarding whether the participant's household ha®r ereceived internal or
international remittances in 2002. Model 3 addsimteraction term between the
amount of internal remittance received in 2002 #mel regional dummy based on
Model 1. Model 4 includes an interaction term betwéhe dummy whether internal
remittances were received in 2002 or not, withrédgional dummy variable based on
Model 2.

2 Two participants in our sample have the returrpprion greater than 1, suggesting that they have
returned more than the tripled amount received fdayer 1. Excluding the two extreme cases and
using GLS (General Least Square) method of estimaitd not change the principle results. The results
are therefore robust.

% The only difference is that in the trustfulnesgression, we have an additional variable “expemtati
of return from player 2”; while in the trustwortleiss regression, we did not put this variable as an
independent variable.

24 The fact that only 156 observations are documefaedhe regression of trustfulness instead of the
expected 166 is due to a lack of information regaydncome and remittances for some households in
the 2002 household survey data. The fact than an smaller number of observations (133) is provided
in the trustworthy regression is due to lack obinfiation in one village about the amount returnée v
receiving 15KVND. We have tried to use the same memof observations (133 instead of 156) for the
trustful regression, and we find the same resulhagurrent regression with more observations.
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Table 2.3 Tobit estimates of trust

Model 1 Model 2 Model 3 Model 4

Probability weighting functionof) -0.152 0.392 -0.153 0.206
(0.936) (0.846) (0.936) (0.923)
Risk aversiond) -1.218 -1.238 -1.218 -1.069
(0.460) (0.432) (0.460) (0.507)
Discount rate (r) 40.74 30.12 40.69 29.15
(0.167) (0.329) (0.167) (0.348)
Present biag3} -0.562 -0.450 -0.562 -0.515
(0.875) (0.900) (0.875) (0.885)
South(=1) -1.409 -1.076 -1.417 -2.080
(0.209) (0.362) (0.248) (0.320)
Number of acquaintances 0.0546  0.0306 0.0546 0.0208
(0.510) (0.713) (0.507) (0.817)
Age -0.0400 -0.0373 -0.0401 -0.0353
(0.254) (0.286) (0.268) (0.304)
Female(=1) -0.844 -0.652 -0.841 -0.525
(0.321) (0.464) (0.329) (0.564)
Years of education -0.181 -0.147 -0.181 -0.151
(0.031) (0.093) (0.032) (0.080)
First job being agricultural (=1) -1.539 -1.735 -1.535 -1.733
(0.091) (0.068) (0.100) (0.069)
Having a second job (=1) 2.430 2.500" 2.431° 2.524"
(0.006) (0.005) (0.006) (0.004)
Total income 0.0000228 0.0000274 0.0000228 0.0000263
(0.042) (0.018) (0.042) (0.020)
The amount of international 0.000173 0.000172
remittance(2002) (0.044) (0.045)
The amount of internal remittance(2002)0.000247 -0.000252
(0.177) (0.268)
Expectation from player B 0.269 0.259" 0.269" 0.260"
(0.000) (0.000) (0.000) (0.000)
Interaction(Internal remittances *the 0.0000101
south=1) (0.979)
International remittances receivers(=1) 2.045 2.319
(0.299) (0.240)
Internal remittances receivers(=1) 1.020 0.367
(0.340) (0.799)
Interaction(dummy of internal 1.306
remittances receivers(=1) *the south=1) (0.547)
Constant 9.298 7.987 9.303 8.627
(0.027) (0.068) (0.029) (0.064)
Sigma
Constant 4.871 4.958" 4.871" 4.951"
(0.000) (0.000) (0.000) (0.000)
# of observations 156 156 156 156
Log pseudo-likelihood -425.2 -428.0 -425.2 -427.8

Notes p-values in parentheses
p<0.10, p<0.05 p<0.01
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Table 2.4 OLS estimates of trustworthiness

Model 1 Model 2 Model 3 Model 4
Probability weighting function -0.0752 -0.0638 -0.0787 -0.0818
() (0.330) (0.434) (0.296) (0.305)
Risk aversiond) 0.140 0.134 0.140 0.147
(0.054) (0.061) (0.052) (0.034)
Discount rate (r) -1.531 -1.624 -1.764 -1.767
(0.387) (0.388) (0.313) (0.342)
Present bias] 0.360° 0.387" 0.369° 0.375"
(0.015) (0.008) (0.012) (0.009)
South(=1) 0.170 0.177" 0.146~ 0.0638
(0.000) (0.000) (0.000) (0.379)
Number of acquaintances 0.00192 0.00211 0.00194 0.000930
(0.465) (0.416) (0.457) (0.721)
Age 0.00115 0.00102 0.000778 0.00116
(0.342) (0.410) (0.514) (0.332)
Female(=1) -0.0890 -0.0759 -0.0790° -0.0643
(0.005) (0.022) (0.012) (0.039)
Years of education -0.00731 -0.00789 -0.00716 -0.00872"
(0.023) (0.014) (0.025) (0.007)
First job being agricultural -0.0331 -0.0411 -0.0239 -0.0373
(=1) (0.405) (0.301) (0.547) (0.334)
Having a second job (=1) 0.0153 0.0145 0.0204 0.0194
(0.672) (0.685) (0.572) (0.591)
Total income 0.000000782 0.000000825 0.000000769 0.000000702
(0.038) (0.030) (0.040) (0.053)
The amount of international-0.00000372 -0.00000375
remittance (0.009) (0.007)
The amount of internal 0.0000173 -0.00000222
remittance (0.057) (0.864)
International remittances -0.0797 -0.0517
receivers(=1) (0.260) (0.450)
Internal remittances 0.0384 -0.0460
receivers(=1) (0.352) (0.378)
Interaction(Internal 0.0000303
remittances *the south=1) (0.072)
Interaction(dummy of internal 0.142
remittances receivers(=1) *the (0.056)
south=1)
Constant 0.157 0.127 0.176 0.222
(0.307) (0.431) (0.244) (0.171)
# of observations 133 133 133 133
R squared 0.34 0.18 0.35 0.35

Notes: pvalues in parentheses
p<0.10, p<0.05 p<0.01

The role of remittances

In the trustful regression (Table 2.3), the coéfit of the variable for the amount of
international remittance in 2002 is significant grabitive; suggesting that the amount
of international remittance received is positivediated to the trusting behavior (Model
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1). If a subject received international remittanicethe amount of 10,000 KVND (close
to 1/2 of the average international remittance02among international remittances
receivers, see Table 2.2), his amount sent inrtte# game would then increase by 1.7
KVND (among the total endowment of 20 KVND). Sinee controlled for the total
family wealth, as represented by the total incomeluding both internal and
international remittances in 2082the result therefore indicates the pure influeoce
receiving a certain amount of international remit& In Model 2, the coefficients of
both dummy variables regarding receipt of inteorai and internal remittances in
2002 are not significant, suggesting that the édateceiving remittances alone is not
enough to develop a trust relationship. Turningrastworthiness (Table 2.4), Model 1
in Table 2.4 shows that the coefficient of the abie for the amount of internal
remittance is significant and positive, and theffodent of the variable for the amount
of international remittance is significant and rtega This indicates that internal
remittances are positively related to the recess/eeciprocity, whereas international
remittances are negatively related to the recesvexCiprocity. After calculating the
elasticity® at the means of the independent variables, we tiadl one percent of
internal remittances increase the rate of recipydzy 0.03 percent, and one percent of

international remittances decrease the proportioeaprocity by 0.01 percent.

We may need to consider the different mechanisnsesfding and receiving for
international versus internal remittances. Retgrback to Table 2.1, we have noticed
that the average international remittance is mueher when compared to internal
remittances, and we have also noticed that reagiviternational remittances greatly
improve a household’s economic situation. This iegplthat international remittance
senders are in a relatively better economic sitnatnan receivers, and further, that the
senders of international remittances may not regaireturn while sending. Therefore,
in the real world, the international remittances auore likely to be a “free gift” and the
receivers more likely to be “pure” receivers havimg need to return an equivalent
material gift back to the senders abroad. Our figdthat when they are in the position
of player 1 in the trust game, they tend to sendentiean others, may therefore suggest

a strong learning effect from their remitters aldr@dnen they face a similar situation of

% \We have also tried income before remittancesestienated results are the same.
% The elasticity is calculated in the form of d(lfti)nx) with STATA program.
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giving. The reasoning is that international renmiti& receivers are richer than others (in
parallel with the relation between their remittalsoad and themselves); therefore they
can give others more without asking for a returme Tsignificant and negative
correlation between international remittances anpeetation from player 2
(correlation: -0.17 at 5% level of significance)pports our explanation that, when
making decisions of sending in the trust game riatigonal remittance receivers are
more likely to take an altruistic action withoutpecting a return afterwards. On the
other hand, the lower trustworthiness among intenal remittance receivers may
reflect their “pure receivers” role in reality, whi may lead to a lack of reciprocation
when sent a gift. Nevertheless, it is worth expfeg that these comments about the
“free gift” and “pure” receivers relate to matergafts. “Non-material” reciprocity may
also exist, for example, when family members at édake care of the parents of the
same international migrants. It may also be thee d¢hat “free gifting” of material
supports from international remitters is a compgasdor the absence of direct caring

and sharing with family members left-behind in horoentries.

On the contrary, the relative smaller amount okrmél remittance may suggest a
relatively equivalent economic situation betwees senders and the receivers. Internal
remittance receivers are probably also gift sefilérsreality in order to maintain the
mutual relationship. Using the Vietham Migrationr&y 2004, Niimitet al. (2008)
highlight the insurance motive of sending remitEgas a payment to insure against
labor market uncertainty at the destination. Theyleasize that the motivation of
altruism is unlikely to provide a sufficient exption for remitting, whereas internal
remittances in Vietham perform a role in terms igk4coping and mutual support
within the family and among neighbors. Their fingén point out the
co-insurance/co-help role of remittances as aliekwveen the senders and receivers in
Viethnam. The observation that internal remittaraeeivers tend to reciprocate more in
the trust game may therefore reflect a learned reeqpee of mutual help and benefit in

real life.

In models 3 and 4 of Table 2.4, we find that bothth® categories “the amount of

internal remittance in the south” and “being insrremittance receivers in the south”

2" In our data, we do not have the information ondetwlds’ expenditure on gift sending, which is a
limitation of this study.
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are quite positively significant. These results gagy that in the south, internal
remittance receivers are more likely to be trustimprand the degree of reciprocity
increases as the amount of internal remittancawedéncreases when compared to the
rest of the population. Actually, in Model 1, wencalso find that the regional dummy
variable in the south is significantly positive ggesting that participants in the south
are generally more reciprocal than participanth@north. The fact that the interaction
terms capturing a combined character of both regiwth the experience of receiving
internal remittances suggests that the impact efetkperience of receiving internal
remittances on reciprocity is more pronounced whdém@ppens in a specific region of
the south. All these results suggest to us th#tersouth, the social norms (or informal
social conventions) of reciprocity are probably mstronger as compared to the north,
and this, in turn, enforces the original positirgact of receiving internal remittances,
which therefore turns out to be that internal rémnites receivers in the south are more
reciprocal than all other populations in Vietnam.

South vs. North

In the trustful regression, the coefficient for thegional dummy variable is not
significant, suggesting that participants in thateand in the north have no difference
in terms of trusting decisions. Regarding trustWiniéss, as mentioned before, we find
that southerners are more reciprocal than norther@ne possible reason that people
in the south are significantly more likely to beciprocal is due to the different
historical institutional settings. North Viethamsha much longer communist history
than South Vietnam, since its first establishmenti®45, while South Vietnam was
under the French then the US regime between 19d518i75. The two states were
merged in 1976 as the socialist republic of Vietnakucording to Ockenfels and
Weimann (1999), in a socialist system, any indigldeffort to expand production was
not rewarded; as a result, this could lead to adlyl and cooperation in small
non-anonymous groups such as families or near dsieout to egoism in large
anonymous groups. Another explanation is that soaalist regime, people depend
more on the government and may be less advanameriket orientation thinking. The
existing studies of Uslaner (2008), Brogal. (2011), and Ockenfels and Weimann
(1999) all suggest that a communist regime has tivegampact on social
characteristics, such as trust, cooperation andasdl. An important reason that we
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suggest this possible explanation in our case & Wuthe fact that most of our
participants were born before 1976 and have expezck a period of institutional
separation in their youth. Though the reunificati@ppened 35 years ago, the former
institutional impacts could be long lasting. Furthere, the economic renovation
starting in 1986 has opened the economy to a mankentation. This opening has
renewed the capitalist value among people in th&lSwhile added new value to the
northern population’s preferences. The study ofeftith & Fuchs-Schiindeln (2007)
finds that, as compared to West Germans, formet Gasmans place a significant
higher political value on socialist systems, inahgda preference for redistribution and
state intervention. They estimate that it will tad&to 40 years after reunification for
these different political values to converge. Aemcstudy by Brosiget al. (2011)
demonstrates that there has been no convergeneedrettast and West Germans
regarding solidarity in the 20 years after the rcetion, arguing that social behaviors

change even more slowly than political values.

Do risk and patience matter?

As discussed previously, trusting decisions maylver risk in the sense that the first
mover may have to endure losses if the second naefects. Our result (Table 2.3)
shows that risk attitudes seem to have no conmegtith the trusting decision, since
neither risk related parameters are significants Tésult is consistent with the finding
of Houseret al. (2010). This suggests that those who are moré&utdo not seem to
be necessarily risk-lovers in the risk game. Asritle parameters that we computed are
from a series of lottery choices, the result map auggest another explanation: that
trusting is probably a process of decision-makintheut the real involvement of risk
consideration, or an individual’s risk evaluatiamwards the lottery may be different

from the risk attitude towards human beings intthet game.

In the trustworthiness regression, neverthelesss ihoted that the risk aversion
parameters is positively significant, indicating that a higtsk-averse individual is
more likely to be reciprocal. Since reciprocal aatis a decision about whether you
would like to return and how much you would like teturn, conditional on the
received, we should expect it to be a no risk decisOne possible reason for this
positive relationship between risk aversion andiprecity could be that the

risk-adverse participants are more afraid of belisgovered by the others if they do
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not reciprocate. The consequence would be a rislkeaing shame or even “losing
face”.

Also, Table 2.4 suggests a positive correlatiorwbeh present bias and reciprocity:
people who have more patience are more likely toebgrocal. A reciprocal action is
necessary in order to maintain a long-term muttladigeficial relationship. It is
somehow a kind of long-term investment in an indespnal relationship. It may reduce
an immediate benefit; nevertheless, it leaves dpenpossibility of an even larger
interest in the long run. The characteristic oigrate corresponds well to the attitudes
of reciprocity, as patience helps people willinglgcept waiting for potentially larger
benefits in the future from a today’s investmentgoying a relatively higher return to

the first mover instead of taking profits right amaut returning less.

Other factors

The variable total income is very significant andsitive in both regressions,
suggesting that participants from wealthier famahg more likely to be trustful and
reciprocal. Education matters in both trust andsttmorthiness. More educated
individuals have lower trust and trustworthinesantiless educated individuals. This
may be because higher educated people understéted the game and therefore use a
strategy for higher payoffs. Occupation matterstrust, while gender matters in
reciprocity. Participants whose first occupationinsthe non-agricultural sector are
more trustful than those who are in agricultureadidition, having a second job greatly
increases one’s trust level. Women are signifigalet$s reciprocal when compared to
men. Finally, trust is also highly related with egmtion. Those who send a higher
amount of money to the second mover (the trustise) lmave high expectations of the
second mover (trustee), suggesting that trustinglikely to be motivated by
self-regarding preferences instead of other-reggrgireferences (characterized by
altruism or inequality aversion that is not corah@al on the behavior of others (Cox,
2004)).
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2.5 Conclusion

This study has tried to answer the question of hewittance is related to a receiver’s
trust and trustworthiness in a developing countontext by combining a field

experiment data collected in the summer of 2010 wie 2002 Viet Nam Household
Living Standard Surveys (VHLSS2002). Our field esspent includes a total of 166
participants from 8 villages (8 sessions) in 2 pmogs in North Vietnam and 2

provinces in South Vietham.

This study shows that both international remittanmed internal remittances are highly
related to the receivers’ trust behavior. Whileernal remittances have no significant
relationship with trusting behavior, internationeémittances do demonstrate a
significantly positive connection. On the other thamnternational remittances are
negatively related to trustworthiness, while intrrremittances are positively

associated.

We interpret that the positive effects of interaatil remittances on trusting behavior is
a result of a learning effect from receiving in@ronal remittances, and the negative
effects of international remittances on reciprauatis a reflection of participants’
“pure” receiving role in the process of interpergloar inter-familial interaction with
the senders who live abroad. The following evidesapports our explanation. First,
the international remittances have an importantachpn the economic situation of
receivers, as the receivers are much richer (thaokeeceiving remittances) than
non-receivers of international remittances. Secotitk fact that international
remittances are of a high amount from abroad suggesossible large economic
disparity between senders and receivers, so thevers are likely to be “pure” gift
receivers without a need to send an equivalentmabhgift back. Third, international
remittances have a significantly negative corretatvith expectation of return from the
second mover. All of these results suggest thasémeling action in the trust game of
those participants whose family has received imtigonal remittances in 2002 is more
likely to be altruistic behavior without expectind return from the receivers, as they
are relatively richer than others. It is therefsmilar to the experience of their senders
abroad. In the meantime, the “pure” receiving rotay also kill the sense of

participation in a reciprocal relationship. Intdrnemittances tell a different story. The
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amount received is usually much smaller than igonal remittances, so they do not
significantly impact the receivers’ economic sitaat As such, we tend to believe that
internal remittance senders and receivers may helaively equivalent economic
situations. Internal remittances are more likelyptay a role as an exchange gift,
linking the senders and receivers in a mutuallyefieral relationship. Therefore,
internal remittance receivers may have a high sehsbhe need to reciprocate when

sent gifts.

In this regard, remittances, the fruit of human maiign, play an important role in trust
within a society. These findings have an importarglication for development. Where
previous literature focused on the positive imgaEatemittances in helping to alleviate
poverty and therefore improve the economic devetayof receivers, this study gives
a new, broader vision on how remittances influedegelopment through trust and

trustworthiness in an entire society.

We also find that internal remittance receiversthe south are more likely to be
reciprocal when compared to the rest of the pojuatsuggesting that the positive
impact of receiving remittances is greatly streegtd in the south where we also find
a significant higher level of trustworthiness wheampared to the north. This indicates
that the degree of the impact of remittances dep@mdthe region. A society, where
reciprocity as a social norm is stronger, tendsetch people to return more when
being sent gifts from others. Inspired by existiimglings on the potential institutional
impacts on trust, we suggest that this differeneveen the south and the north may
due to the historical influence of 20 years of @itzdist regime in the south
(1954-1975), since the majority of our participagxperienced institutional separation
during that time between the south and the nortmos& southerners who have
experienced the capitalist system may have alrdagigloped a more advanced market

orientation thinking with a sense of equal exchareyed cooperation.
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Appendix 2.1 Field experiment

Informed consent form

The purpose of this study is to help social scgsitbetter understand decision-making
by observing your decisions. Information that couttentify you will remain
confidential. We will not give information from thistudy to local officials or the
Vietnamese government.

If you chose to participate, you will be asked take decisions for which you will be
paid in a series of games. At the beginning of ega&ime you will receive detailed
instructions describing how payments will dependdenisions made by you and other
participants. The rules and the payments may vargsa games and may differ
between participants. If you choose to withdraveralistening to the instructions, you
are entitled to a show up payment of 10,000VND aredunder no further obligation to
us. If you choose to stay for the decision makiogipn of the session, you are entitled
to the show-up payment of 10,000VND plus whatevenay you have earned during
the course of the session. Payment is made follpwhe session in cash. Payment is
made in private and you will be asked to sign anpayt receipt. The receipt is for
accounting purposes only and will not be linkegadar responses.

Participants do not waive any legal rights throtigir participation. Your participation
is voluntary. If you decide to participate, you dree to withdraw your consent and
discontinue participation at any time without péyal

Instruction
Introductory Comments

Thank you all for taking the time to come todaydag's session will take as much as 4
hours, so if you think you will not be able to stagt long let us know now. Before we
begin | want to make some general comments aboat wh are doing here today and
explain the rules that we must follow. We will beypng some games with money.

Whatever money you win in the games will be yoorkdep and take home.

We will be playing 3 games. We are about to beenfirst game. It is important that

you listen as carefully as possible

If you have any questions, please raise your haddage will answer your questions in

private. Please do not ask questions to your feesrdtalk about the game with them.
This is very important. Please be sure that youy tkvs rule.

Game 1(risk game)

In this game, your earnings will depend partly @urydecisions and partly on chance.
There are 32 questions. In each question, we Weél gou two plans: Plan A and Plan
B. We would like you to choose either Plan A orrPEafor each question. After you
complete the record sheet, we put 32 balls in gdosage and draw one numbered ball
to select 1 question out of 32 questions. We walypthe selected question for real
money. For example, if the number 21 ball is drawe,will play Question 21 for real
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money. Once the question is determined, we will Juballs in the cage and play the
selected question.
Let’s practice with the following examples. Pleabeose either Plan A or Plan B.

Example

There are two Plans, A and B. There are 10 balshaued®, @, ®, @, ®, ®, @, ®,
®, and® in a bingo cage. You should choose either A or B.

Plan A Plan B AB
You will receive 100,000VND if | You will receive 50,000VND if

QO OOB®

You will receive 10,000 VND iff You will receive 20,000 VND
BBHOEOD®O® OeOO®OO

We will draw one numbered ball out of the cage.

If Number 1 ball comes out, those who chose PlamilAreceive 100,000 VND and
those who chose Plan B will receive 50,000 VND.
If Number 3 ball comes out, those who chose PlanilAreceive 10,000 VND and
those who chose Plan B will receive 50,000 VND.
If Number 6 ball comes out, those who chose PlanilAreceive 10,000 VND and
those who chose Plan B will receive 20,000 VND.

Example

This example is the same as Question 27. Pleasetoethe record sheet.
There are two Plans, A and B. There are 10 balishaued®, @, @, ®, ®, ®, @, ©,
®, and® in a bingo cage. You should choose either A or B.

Plan A Plan B AB
27 | You will receive 2,000VND if | You will receive 11,000VND if

DOB®G DOB®G

You will lose 4,000 VND if You will lose 20,000 VND if

®D®O®O ®0®O®0

If Number 1, 2, 3, 4 or 5 ball comes out, those whose Plan A will receive 2,000
VND and those who chose Plan B will receive 11,00ID.

If Number 6, 7, 8, 9 or 10 ball comes out, thos®whose Plan A will lose 4,000 VND

and those who chose Plan B will lose 20,000 VND.Wilesubtract money from your
earnings from Game 1.
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Record Sheet — Game 1

Series 1-Please indicate your choice by tickinge{ther column A or Column B.

Plan A Plan B A B

1 | You will receive 40,000VND if| You will receive 68,000VND if
0]e]6) @
You will receive 10,000 VND iff You will receive 5,000 VND if
@000 @0@®BED®O®0

2 | You will receive 40,000VND if| You will receive 75,000VND if
0]e]6) @
You will receive 10,000 VND | You will receive 5,000 VND if
@000 @0@®BED®O®M

3 | You will receive 40,000VND if| You will receive 83,000VND If
0]e]6) @
You will receive 10,000 VND iff You will receive 5,000 VND if
@OOO®OO @0@0ED®O®M

4 | You will receive 40,000VND if| You will receive 93,000VND
0]0]6) if ©
You will receive 10,000 VND if You will receive 5,000 VND
@000 if 90@G0GO®O®

5 | You will receive 40,000VND if| You will receive 106,500VND
0]e]6) if ©®
You will receive 10,000 VND if You will receive 5,000 VND
@000 if 20@0EO®OO

6 | You will receive 40,000VND if| You will receive 125,000VND fif
0]0]e) ®
You will receive 10,000 VND iff You will receive 5,000 VND if
@000 @0@®BGED®O®M

7 | You will receive 40,000VND if| You will receive 150,000VND fif
0]e]6) @
You will receive 10,000 VND iff You will receive 5,000 VND if
@000 @0@®BGED®O®M

8 | You will receive 40,000VND if| You will receive 185,000VND fif
0]e]6) @
You will receive 10,000 VND iff You will receive 5,000 VND if
@000 @0@0ED®O®M

9 | You will receive 40,000VND if| You will receive 220,000VND fif
0]0]E) ®
You will receive 10,000 VND iff You will receive 5,000 VND if
@OO®O®OO @0@ED®O®0

10 | You will receive 40,000VND if| You will receive 300,000VND if
0]0]e) ®
You will receive 10,000 VND if You will receive 5,000 VND if
@OO®O®OO @0@0ED®O®0

11 | You will receive 40,000VND if| You will receive 400,000VND if
0]0]E) ®
You will receive 10,000 VND if You will receive 5,000 VND if
@00®0OO @0@®BGED®O®0

12 | You will receive 40,000VND if| You will receive 600,000VND if
0]e]6) @
You will receive 10,000 VND iff You will receive 5,000 VND if
@00®OO @0@®BGED®O®M
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Series 2- Please indicate your choice by tickirge{ther column A or Column B.

You will receive 30,000 VND ff

You will receive 5,000 VND if
®00

Plan A Plan B A B
13 | You will receive 40,000VND if| You will receive 54,000VND if
PRA®OEDE®O® PRA®O®®

14

You will receive 40,000VND if
PRA®OED®O®

You will receive 30,000 VND ff
(@)

You will receive 56,000VND if
COB®OEG®O

You will receive 5,000 VND if
®0OW

15

You will receive 40,000VND if
PRR®OE®O®O®

You will receive 30,000 VND ff
(@)

You will receive 58,000VND if
CQ®OG®Y

You will receive 5,000 VND if
®0OW

16

You will receive 40,000VND if
PR®OEO®O®
You will receive 30,000 VND ff

You will receive 60,000VND if
CO®OG®Y

You will receive 5,000 VND if
®0W0

17

You will receive 40,000VND if
DOBGOEE®O®®
You will receive 30,000 VND if

You will receive 62,000VND if
COB®OEG®O

You will receive 5,000 VND if
®0OO

18

You will receive 40,000VND if
DOBGOOEE®O®®
You will receive 30,000 VND if

You will receive 65,000VND if
COB®OEG®O

You will receive 5,000 VND if
®0OO

19

You will receive 40,000VND if
PRR®OEDE®O®

You will receive 30,000 VND ff
()

You will receive 68,000VND if
COB®OEG®O

You will receive 5,000 VND if
®0OW

20

You will receive 40,000VND if
PRROOE®GO®O®

You will receive 30,000 VND ff
(@)

You will receive 72,000VND if
OR®OG®Y

You will receive 5,000 VND if
®0OW

21

You will receive 40,000VND if
PRG®OEO®O®

You will receive 30,000 VND ff
®

You will receive 77,000VND if
CRO®OG®Y

You will receive 5,000 VND if
®0OW

22

You will receive 40,000VND if
PR®OEO®®
You will receive 30,000 VND ff

You will receive 83,000VND if
CQ®OG®Y

You will receive 5,000 VND if
®0OO

23

You will receive 40,000VND if
DOBRGOEO®O®®
You will receive 30,000 VND if

You will receive 90,000VND if
CO®OEG®O

You will receive 5,000 VND if
®0OO

24

You will receive 40,000VND if
PRA®OEDE®O®

You will receive 30,000 VND ff
()

You will receive 100,000VND ff
CO®OEG®O

You will receive 5,000 VND if
®0OW

25

You will receive 40,000VND if
PRR®OE®O®O®
You will receive 30,000 VND ff

©

You will receive 110,000VND if
DRR®OG®®
You will receive 5,000 VND if

®0WM
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26 | You will receive 40,000VND if| You will receive 130,000VND fif
POG®OEO®O® CR®OG®Y
You will receive 30,000 VND iff You will receive 5,000 VND if
®0OW0

Series 3- Please indicate your choice by tickinge{ther column A or Column B.

Plan A Plan B A B

27 | You will receive 5,000VND if| You will receive 30,000VND fif
PO®G PO®G
You will lose 4,000 VND if | You will lose 21,000 VND if
®D®O®0 ®D®O®0

28 | You will receive 5,000VND if| You will receive 30,000VND if
DOB®G DOB®G
You will lose 4,000 VND if | You will lose 21,000 VND if
®D®O®0 ®D®O®0

29 | You will receive 1,000VND if| You will receive 30,000VND if
DOB®G DOB®G
You will lose 4,000 VND if | You will lose 21,000 VND if
®D®O®0 ®D®O®0

30 | You will receive 1,000VND if| You will receive 30,000VND ff
DOB®G DOB®G
You will lose 4,000 VND if | You will lose 16,000 VND if
®D®O®O ®D®O®O

31 | You will receive 1,000VND if| You will receive 30,000VND ff
DR®G DO®G
You will lose 8,000 VND if | You will lose 16,000 VND if
®D®O®O ®D®O®O

32 | You will receive 1,000VND if| You will receive 30,000VND if
DR®G DO®G
You will lose 8,000 VND if | You will lose 14,000 VND if
®D®O®O ®D®O®O

33| You will receive 1,000VND if| You will receive 30,000VND if
DOB®G DOB®G
You will lose 8,000 VND if | You will lose 11,000 VND if
®D®O®0 ®D®O®0

Game 2(Time preference game)

In this game, you will receive money either todaysometime in the future, depending
on the choices you make. There are 75 questionsadh question, we will offer you

two plans: Plan A and Plan B. We would like yolwchmose either Plan A or Plan B for
each question.

Example

This example is the same as Question 1. Pleasetodtee record sheet.
There are 2 plans, A and B, offered to you.

If you choose Plan A, you will receive 20,000 VNazlay.

If you choose Plan B, you will receive 120,000 VNDL week.

If you want to choose A, please tick (v) the colufas follows.
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Plan A Plan B Al B

1 | A: receive 20,000 VND today B: receive 120,000 VMO week v

Please choose either Plan A or Plan B for eachef76 questions. You will be paid
based on one of your choices.

We will put 75 balls in a bingo cage and draw oak to determine which question will
be played for real money. For example, if the nuntike ball is drawn, we will do

Question 21 for real money.

Suppose Question 21 is selected, and you chooseAPila Question 21, you will be
paid 100,000 VND today. If you chose Plan B in Ques21, you will receive 600,000
VND in 1 month.

At the end of the experiment, we will discuss whibra money should be entrusted to
until you pick up the money. It could be the commuwiffice, the president of women’s
associations, or someone whom you all trust. Foln @& you, we will put the money in
an envelope and write down your name, the amoumasfey you should receive, and
the date you should pick it up from the person. @htrusted person will keep all the
envelopes until the pick-up date. We will sign tletter of agreement among the
researchers, the entrusted person, and all of you.
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Record Sheet -Game 2

Please indicate your choice by ticking (v) eithelumn A or Column B.

Plan A Plan B

1 A: receive 20,000 VND today B: receive 120,000D/in 1 week

2 A: receive 40,000 VND today B: receive 120,000D/in 1 week

3 A: receive 60,000 VND today B: receive 120,000D/in 1 week

4 A: receive 80,000 VND today B: receive 120,000D/in 1 week

5 A: receive 100,000 VND today B: receive 120,0D in 1 week

6 A: receive 20,000 VND today B: receive 120,000D/in 1 month
7 A: receive 40,000 VND today B: receive 120,000D/in 1 month
8 A: receive 60,000 VND today B: receive 120,000D/in 1 month
9 A: receive 80,000 VND today B: receive 120,000D/in 1 month
10 | A:receive 100,000 VND today B: receive 120,00 in 1 month
11 | A:receive 20,000 VND today B: receive 120,000Dvin 3 months
12 | A:receive 40,000 VND today B: receive 120,000Dvin 3 months
13 | A:receive 60,000 VND today B: receive 120,000D/in 3 months
14 | A:receive 80,000 VND today B: receive 120,000Dvin 3 months
15 | A:receive 100,000 VND today B: receive 120,0D in 3 months

Please indicate your choice by ticking (v) eithelumn A or Column B.

Plan A Plan B
16 | A: receive 50,000 VND today B: receive 300,000 VMO week
17 | A: receive 100,000 VND today B: receive 300,0000¥M 1 week
18 | A: receive 150,000 VND today B: receive 300,0000¥M 1 week
19 | A: receive 200,000 VND today B: receive 300,000D/M 1 week
20 | A: receive 250,000 VND today B: receive 300,0000¥M 1 week
21 | A: receive 50,000 VND today B: receive 300,000 ViOL month
22 | A: receive 100,000 VND today B: receive 300,0000¥M 1 month
23 | A: receive 150,000 VND today B: receive 300,0000/M 1 month
24 | A: receive 200,000 VND today B: receive 300,0000¥M 1 month
25 | A: receive 250,000 VND today B: receive 300,000D/M 1 month
26 | A: receive 50,000 VND today B: receive 300,000 VMCB3 months
27 | A: receive 100,000 VND today B: receive 300,0000/M 3 months
28 | A: receive 150,000 VND today B: receive 300,0000¥M 3 months
29 | A: receive 200,000 VND today B: receive 300,000/ 3 months
30 | A: receive 250,000 VND today B: receive 300,0000¥M 3 months

Please indicate your choice by ticking (v) eithelusan A or Column B.

Plan A Plan B
31 A: receive 5,000 VND today B: receive 30,000V 1 week
32 A: receive 10,000 VND today B: receive 30,000D/in 1 week
33 A: receive 15,000 VND today B: receive 30,000D/in 1 week
34 A: receive 20,000 VND today B: receive 30,000D/in 1 week
35 A: receive 25,000 VND today B: receive 30,000D/in 1 week
36 A: receive 5,000 VND today B: receive 30,000¥M 1 month
37 A: receive 10,000 VND today B: receive 30,000D/in 1 month
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38 A: receive 15,000 VND today B: receive 30,000D/in 1 month
39 A: receive 20,000 VND today B: receive 30,000D/in 1 month
40 A: receive 25,000 VND today B: receive 30,000D/in 1 month
41 | A:receive 5,000 VND today B: receive 30,0000¥M 3 months
42 | A:receive 10,000 VND today B: receive 30,000D/in 3 months
43 | A:receive 15,000 VND today B: receive 30,000D/in 3 months
44 | A:receive 20,000 VND today B: receive 30,000D/in 3 months
45 | A:receive 25,000 VND today B: receive 30,000D/in 3 months

Please indicate your choice by ticking (v) eithelusan A or Column B.

Plan A Plan B A| B
46 | A: receive 40,000 VND today B: receive 240,000 VMCB days
47 | A: receive 80,000 VND today B: receive 240,000 VMCB days
48 | A: receive 120,000 VND today B: receive 240,000D0/M 3 days
49 | A: receive 160,000 VND today B: receive 240,000D0/M 3 days
50 | A: receive 200,000 VND today B: receive 240,000D0/M 3 days
51 | A: receive 40,000 VND today B: receive 240,000 VM2 weeks
52 | A: receive 80,000 VND today B: receive 240,000 VM2 weeks
53 | A: receive 120,000 VND today B: receive 240,000D/M 2 weeks
54 | A: receive 160,000 VND today B: receive 240,000D/M 2 weeks
55 | A: receive 200,000 VND today B: receive 240,000D/M 2 weeks
56 | A:receive 40,000 VND today B: receive 240,0MD in 2 months
57 | A:receive 80,000 VND today B: receive 240,0MD in 2 months
58 | A:receive 120,000 VND today B: receive 240,00 in 2 months
59 | A:receive 160,000 VND today B: receive 240,00D in 2 months
60 | A:receive 200,000 VND today B: receive 240,00 in 2 months

Please indicate your choice by ticking (v) eithelumn A or Column B.

Plan A Plan B Al B

61 | A:receive 10,000 VND today B: receive 60,000D/in 3 days
62 | A:receive 20,000 VND today B: receive 60,000D/in 3 days
63 | A:receive 30,000 VND today B: receive 60,000D/in 3 days
64 | A:receive 40,000 VND today B: receive 60,000D/in 3 days
65 | A:receive 50,000 VND today B: receive 60,000D/in 3 days
66 | A:receive 10,000 VND today B: receive 60,000D/in 2 weeks
67 | A:receive 20,000 VND today B: receive 60,000D/in 2 weeks
68 | A:receive 30,000 VND today B: receive 60,000D/in 2 weeks
69 | A:receive 40,000 VND today B: receive 60,000D/in 2 weeks
70 | A:receive 50,000 VND today B: receive 60,000D/in 2 weeks
71 | A:receive 10,000 VND today B: receive 60,000D/in 2 months
72 | A:receive 20,000 VND today B: receive 60,000D/in 2 months
73 | A:receive 30,000 VND today B: receive 60,000D/in 2 months
74 | A:receive 40,000 VND today B: receive 60,000D/in 2 months
75 | A:receive 50,000 VND today B: receive 60,000D/in 2 months
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Game 3 (Trust game)

Instruction

This game is played by pairs of individuals. Eaelir s made up of a Player 1 and a
Player 2. Each of you will play this game with soatker participant. However, none
of you will know who you are playing with.

Each of you have a name tag in either red or wduler. At the end of this experiment
we will randomly toss a coin. If it is the head th@nyone with red name tag will be
Player 1 and anyone with white name tag will bey@&. If it is tail then anyone with
red name tag will be Player 2 and anyone with whne tag will be Player 1.

This is how the game is played:

We will give each of you 20,000VND. You then willake decision based on whether
you are Player 1 or Player 2. Please notice thatwon't know what kind of Player
you are until all of you have made decision, thuesy attention to the decision you
make for both the role of Player 1 and Player 2 plauy:

You play the role of Player 1:

You have the chance to give a portion of 20,000VtéDPlayer 2. You could give
5000VND, 10,000VND, 15,000VND, 20,000VND, or nothinVhatever amount you
decide to give to Player 2 will be tripled beforésipassed on to Player 2. Player 2 then
has the option of returning any amount of money th&ve to Player 1. Player 2 does
not have to return any money if he/she does not wean

You play the role of Player 2:

You are given 20,000VND. In addition to 20,000VNy»u will receive some money
from Player 1. You must decide how much money yamtwo send back to Player 1.
You may want to refer to Tables 1-3 to make yowislens. However, you can send
back any amount of money you want. It does not ha\ee the same as the ones in the
Tables 1-3. Or you may send nothing.

How the game is conducted?

Each of you will be given a record sheet. You theske decisions for two different
scenarios. In the first scenario you will be Playein the second scenario you will be
Player 2. Please note that you don’t know whetloer will be Player 1 or Player 2 at
this moment. If you happen to be Player 1, your pfiywill depend on the decision
you make for Scenario 1; if you happen to be Playehe pay off will depend on your
decision for Scenario 2. Thus, make careful decifo both scenarios.

After we collect the record sheets from all paptits, we will toss a coin to determine
your role of Player 1 or Player 2. If you are Playewe will randomly match you with
someone who is Player 2. Your payoff will dependtba decision you make for
Scenario 1 in which you play the role of Playerslweell as decision of Player 2 on
Scenario 2 in which she or he plays the role ofétl&. If you are Player,2we will
randomly match you with someone who is Player lurMoayoff will depend on the
decision you make for Scenario 2 in which you pilag role of Player 2 as well as
decision of Player 1 on Scenario 1 in which shkeoplays the role of Player 1.

Now, we will go over some examples. We preparedeRlb-3 to help you understand
the game.
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Example 1

Please look at Table 1. Imagine that Player 1 g&@890VND to Player 2. We will
triple this amount, so Player 2 gets 15,000 VNDtifBes 5,000 equals 15,000) in
addition to their initial 20,000VND. At this poinBlayer 1 has 15,000VND (20,000
minus 5,000) and Player 2 has 35,000VND (20,008 p&;000).

Now Player 2 has to decide whether they wish te ginything back to Player 1, and if
so, how much.

If Player 2 returns nothing to Player 1, then Ptayewill make 15,000 VND, and
Player 2 will make 35,000 VND in this game.

Suppose Player 2 decides to return 10,000 VND a&gd?l1. Then, Player 1 will make
25,000 VND (15,000 plus 1, 0000), and Player 2 midlke 25,000 VND (35,000 minus
10,000).

In the real game, Player 1 could give only 5,000D/N0,000VND, 20,000VND, or
nothing. They cannot choose any other amount. PRayan send back any amount of
money they want or nothing. It does not have taHhse same as the ones shown in
Tables 1-3. Tables 1-3 are given just as refereford3layer 2.

Please complete the following exercises by fillihg parentheses ( ).

You may want to use Tables 1-3 to help you soleenthif you have questions or do not
understand the game, please let us know. We ayehagpy to help you. When you
finish all 4 exercises, please raise your hand.

Exercise 1.
Imagine Player 1 gives 10,000VND to Player 2.
We will triple this amount, so Player 2 gets ( NI in addition to their initial
20,000VND.
At this point, Player 1 has ( ) VND
and Player 2 has ( ) VND.
Suppose Player 2 decides to return 10,000VND tgelPla.
Player 1 will earn ( ) VND and Player 2 will edrn ) VND.

Exercise 2.
Imagine Player 1 gives 15,000VND to Player 2.
We will triple this amount, so Player 2 gets ( ND in addition to their initial
20,000VND.
At this point, Player 1 has ( ) VND
and Player 2 has ( )VND.
Suppose Player 2 decides to return 25,000VND tpePla
Player 1 will earn ( ) VND and Player 2 will egrn )VND.

Exercise 3.
Imagine Player 1 gives 5,000VND to Player 2.
We will triple this amount, so Player 2 gets ( NI in addition to their initial
20,000VND.
At this point, Player 1 has ( ) VND
and Player 2 has ( )VND.
Suppose Player 2 decides to return 5,000VND toePlay
Player 1 will earn ( ) VND and Player 2 will egr ) VND.

Exercise 4.
Imagine Player 1 gives 20,000VND to Player 2.
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We will triple this amount, so Player 2 gets ( NI in addition to their initial
20,000VND.
At this point, Player 1 has ( ) VND
and Player 2 has ( ) VND.
Suppose Player 2 decides to return 40,000VND tgpelPlh.
Player 1 will earn ( )VND and Player 2 will egrn  )VND.

Instruction to Scenario 1

You are Player 1. You are given 20,000VND. | wolike¢ you to decide how much

money you want to send to Player 2. You can selagelPl2 nothing, 5,000 VND,

10,000VND, or 20,000VND.

At this time we don’t know who is receiving your ney or what their ID is. So, please
write down the amounts you want to send to Playeil2o, please write down how
much money you think Player 2 will return to you.

Record Sheet - Scenario 1 (Player 1)

| want to send 0
5000
10000
15000
20000
( ) VND to Player 2

The money will be tripled, so Player 2 will get ( ) VND in addition to his/her
initial 20,000VND.

| think Player 2 will return ( ) VND to me.

Your decisions will remain confidential.

Introduction to Scenario 2

You are Player 2. You are given 20,000VND. In additto 20,000VND, you will
receive some money from Player 1. You must decme much money you want to
send back to Player 1. You may want to refer tolékali-3 to make your decisions.
However, you can send back any amount of moneywant. It does not have to be the
same as the ones in the Tables 1-3. Or you mayrsghahg.

Please write down how much money you want to retarRlayer 1 depending on the
amount he/she sends to you.

Please do not discuss the game with your friendewhbu are waiting.

Record Sheet - Scenario 2 (Player 2)
If Player 1 sends me nothing, of 0 to 20000 VND

| will send him/her () VND.

If Player 1 sends me 5,000 VND, of 0 to 35000

| will return ( ) VND.

If Player 1 sends me 10,000 VND, of 0 to 50000
| will return ( ) VND.

If Player 1 sends me 15,000 VND, of 0 to 50000
| will return ( ) VND.

If Player 1 sends me 20,000 VND, of 0 to 80000
| will return ( ) VND
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Your decisions will remain confidential.

Trust game-Table 1

Suppose you send 5,000VND to Player 2.

Then, Player 2 will receive 15,000VND.

You earn | Player 2 earfiotal
If Player 2 returns nothing, 15,000 35,000 50,000
If Player 2 returns 5,000VND|20,000 30,000 50,000
If Player 2 returns 10,000VNR25,000 25,000 50,000
If Player 2 returns 15,000VNI30,000 20,000 50,000

Trust game-Table 2

Suppose you send 10,000VND to Player 2.
Then, Player 2 will receive 30,000VND.

You earn | Player 2 earfniotal
If Player 2 returns nothing, 10,000 50,000 60,000
If Player 2 returns 5,000VND|15,000 45,000 60,000
If Player 2 returns 10,000VN[20,000 40,000 60,000
If Player 2 returns 15,000VN[25,000 35,000 60,000
If Player 2 returns 20,000VN[30,000 30,000 60,000
If Player 2 returns 25,000VN[35,000 25,000 60,000
If Player 2 returns 30,000VN[20,000 20,000 60,000

Trust game-Table 3

Suppose you send 20,000VND to Player 2.
Then, Player 2 will receive 60,000VND.

You earn | Player 2 earnstal
If Player 2 returns nothing, 0 80,000 80,000
If Player 2 returns 10,000VNR0,000 70,000 80,000
If Player 2 returns 20,000VN[R0,000 60,000 80,000
If Player 2 returns 30,000VNI30,000 50,000 80,000
If Player 2 returns 40,000VNI20,000 40,000 80,000
If Player 2 returns 50,000VNI30,000 30,000 80,000
If Player 2 returns 60,000VNIB0,000 20,000 80,000
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Appendix 2.2 Post-experiment questionnaire

1. How old are you? ( ) years old
2. What is your gender? ( )
3. What is your ethnicity? (
4. How many years of schooling have you completed? ( ) years
5. Where do you live? Village ( )
Commune ( )
6. How long have you lived in this commune? ( ) years
7. Prior to living here, where did you stay?  |adle ( )
Commune ( )
How many years ( years
8. There are people participating in thisises How many of them do you
know by their names?  ( ) people

9. Please double-circle® ) your main job, and circle © ) your secondary job
below.
a. Not working (taking care of children/retiredting) (Self-Employed)
b. Agriculture
c. Livestock
d. Aquaculture
e. Trade/sales on street
f. Non-agricultural Family business (Hired)
g. Working for Public Organizations (such as lagavernment, policy, school)
h. Working for private enterprises
i. Working for other households / casual work
10. Generally speaking, would you say that peaplgour village can be trusted or
that you can't be too careful? (Please circle one)
a. Can trust b. Cannot trust  c. Depends
11. Would you say that most of the time peopleanryvillage try to be helpful, or that
they are mostly just looking out for themselvesiedBe circle one)
a. Helpful  b. Lookout for self c. Depends
12. Do you think people in your village would trytke advantage of you if they got a
chance, or would they try to be fair? (Please eioie)
a. Take advantage b. Fair c. Depends
13. How do you save money? (Please circle all eglegategories)
a. In Cash b. Gold c.Land d. Bank Account R@SCA f. Livestock
g. | don’t save h. Other (Specify)
14. Have you been provided with loan in the lastridhths?
a. Yes (please circle all the applicable categpries
- Bank for the poor
- Bank for agriculture and rural development
- Other banks
- National employment fund
- Mass credit associations
- Socio-political organizations
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- Private moneylenders
- Relative, friends
b. No
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Appendix 2.3 Descriptive statistics of trust gameyregion

Al |[North | South Mean test
Mean value

Amount sent to Player 2
All 9.8 9.4 10.3 NS
Male 104 10.7 10.2 NS
Female 9.2 8.5 10.6 *
Expectation from Player 2
All 16.7 14.0 19.6 e
Male 18.6 17.3 19.5 NS
Female 14.4 11.6 19.8 Fhk
Amount returned if Player 1 send 0
All 5.6 5.9 5.2 NS
Male 5.8 7.0 4.9 **
Female 5.3 5.1 5.8 NS
Amount returned if Player 1 send 5
All 10.8 9.7 11.9 **
Male 11.8 10.9 124 NS
Female 9.5 8.8 11.0 *
Amount returned if Player 1 send 10
All 16.6 14 19 Fhk
Male 18.3 16.4 19.6 *
Female 14.2 12.3 18.0 rrk
Amount returned if Player 1 send 15
All 20.8 16 25 Frk
Male 23.3 16.7 26.3 ok
Female 17.8 15.3 21.8 Frk
Amount returned if Player 1 send 20
All 25.5 20.9 30.6 rkk
Male 27.9 24.1 30.6 **
Female 22.7 18.7 30.6 ok
Average amount returned as % of amount sent *3
All 0.50 0.40 0.58 Frk
Male 0.55 0.45 0.59 ok
Female 0.43 0.36 0.54 Fr
Having returned more than having received from A=3)
All 003 |0 | 005 | *
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Appendix 2.4 Quantities and percentages conditionan the
amount sent in the trust game

Amount

Amount Average Return as proportioh Amount returned more than
sent received returned of amount sent *3 (%) amount being sent*3(=1)
(mean value)
0 0 5.6 - 0.73
5 15 10.8 72% 0.33
10 30 16.5 55% 0.09
15 45 20.8 46% 0.03
20 60 25.5 43% 0.02
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Appendix 2.5 Switching point (question) in Series &nd 2, and the
ranges ofe (parameter for the curvature of power value functon)

T

Switching question in Series 1
1 2 3 4 5 6 7
Series | owerlLower UppelLower UppelLower UppelLower Upper [Lower Upper [Lower Upper

[boundbound boundbound boundbound boundbound bound |bound bound |bound bound
1 1.4 [1.33 1.27 1.21 1.15 1.05 0.97
2 1.3 (123 1.39)1.17 13 (112 1.22)1.06 115 (099 1.09| 091 1.03
3 122 (1.16 1.29]1.1 1211105 1.141099 1.07 (092 1 0.85 0.94
4 1.16 (1.11 1.21j1.05 1.13(1 1.06 1093 1 086 094 [ 0.79 0.88
5 1.12 {1.05 1.13j0.99 1.05(093 1 087 094 | 0.8 0.89| 0.75 0.83
6 1.04 {0.97 1.07/0.91 1.01(0.86 0.96[0.8 091 (074 085 | 069 0.8
7 096 |09 1 0.85 0.950.8 0.89 [0.75 0.84 |[0.7 0.79 | 0.65 0.74
8 0.89 |0.84 0.95[0.79 09 |0.74 084069 079 |064 0.74 ]| 0.6 0.68
9 0.82 |0.77 0.88/0.73 0.82|0.68 0.7710.63 0.73 |059 0.68| 054 0.62
10 0.76 [0.71 0.810.67 0.75|0.62 0.71/0.58 0.66 |053 0.62 | 049 0.56
11 0.7 [(0.66 0.74[0.62 0.69([0.57 0.64|0.53 0.6 048 056 | 044 051
12 0.68 [0.59 0.67[0.55 0.62|0.51 058|047 054 |043 05 0.38 0.46
13 06 (055 06| 051 05%.47 052|043 048 |039 045]| 035 04
14 0.51 (0.47 0.55(0.43 051039 047|035 043 |031 039 028 0.35
Never [0.41 0.47 0.43 0.4 0.37 0.34 0.3

(continue)

9 10 11 12 13 14 Nevef
SeriegLowerUppetLower UpperLower Upper Lower UpperLower Upper Lower Upper |Upper
2 boundboundbound boundbound bound bound boundbound bound bound bound [bound
1 0.86 0.79 0.74 0.88 0.6 0.62 0.6
2 08 09 |072 0.850.66 0.77 (061 0.740.56 0.64 |0.5 0.57 | 0.52
3 0.75 0.83|0.67 0.77[0.62 0.72 (056 0.66051 059 |046 052 | 0.47
4 0.7 0.77]0.62 0.72[057 066 |[052 0.610.47 055 |0.42 0.48 | 0.43
5 0.65 0.73[0.6 0.68 [0.55 0.62 |[0.5 0.57(0.44 051 (039 044 | 0.39
6 0.59 0.67/0.54 0.64[0.49 057 |[0.45 05304 047 (035 04 0.36
7 055 0.62]051 059046 052 (041 048036 043 |0.32 037 | 0.32
8 05 057]046 054041 048 (037 044032 039 |028 0.33]| 0.29
9 045 052041 049036 043 (032 04| 027 0.35| 023 0.3 0.2
10 04 0471036 045)0.32 039 |0.27 0.360.23 031 (019 0.26 | 0.23
11 0.36 042|032 04 (028 035]| 023 0319 027 (016 0.23 | 0.19
12 0.31 0.37/0.26 0.3610.24 031 |0.2 0.27/0.16 0.23 [0.13 0.19 | 0.15
13 0.27 0.33/0.23 0.3 |0.2 0.26 | 0.16 0.2{.13 0.18 |0.1 0.14 | 0.1
14 0.22 0.2810.18 0.2710.16 0.22 |0.13 0.190.09 0.15 [(0.05 0.11 | 0.08
Never 0.24 0.2 0.16 0.13 0.09 0.06 | 0.04

75



Trust and trustworthiness in Vietham

Appendix 2.6 Switching point (question) in Series &nd 2, and the
ranges ofa (probability sensitivity parameter in Prelec’s

weighting function)
Switching question in Series 1
1 2 3 4 5 6 7

Series LppeiLower UpperLower Upper Lower Upper Lower Upper Lower Upper |Lower Uppe

boundbound boundbound bound bound bound bound bound bound bound |bound boung
1 0.7 ]0.65 0.72 0.77 0.83 0.89 0.95
2 0.64 0.6 0.7 (067 076 | 0.72 0.8 077 087 083 093 0.80.98
3 059 1056 0.64[0.61 071 (068 0.76 | 0.74 0.81| 079 087 0.83 094
4 0541051 061058 065 [064 0.7 069 0.76] 074 083 0.79 088
5 0511048 056055 061 (061 067 | 066 0.73] 0.7 0.79 0.75 083
6 0.47 1045 0.52 0.5 058 (054 063 059 069 065 074 071 0|8
7 0.42 10.4 049045 054 |051 059 | 056 0.64) 061 069 067 074
8 0.3910.36 0.45(0.42 0.5 047 055 | 052 0.6 057 0.6 0.63 0|7
9 0.3410.32 0.39(0.38 044 |[043 049 | 048 054 053 059 058 0|65
10 0291026 035/0.31 039 (037 044 | 043 048 048 054 054 059
11 0.26 [0.22 0.31/0.27 036 |(032 04 0.37 044 043 049 049 0|54
12 0.2110.19 0261024 032 (028 036 031 04 0.37 044 0.43 0}49
13 0.15/0.15 0.2 |0.2 025 | 0.23 031 027 035 034 04 0.40.43
14 0.11 |0.07 0.161]0.13 0.21 |(0.19 0.27 | 0.23 0.3 026 033 032 0}4
Never [0.07 0.12 0.15 0.19 0.25 0.3 0.3B

(continue)

9 10 11 12 13 14 Never

Series | ower Upper |Lower Upper |Lower UppelLower Upper |Lower UppeilLower Upper [Lower

bound bound |bound bound |bound boundbound bound [bound boundbound bound jpound
1 1.06 1.1 1.18 1.23 1.28 1.35 1.41
2 1.01 109 (105 114 | 112 1.1@.16 1.26 |1.21 132129 137 [1.35
3 097 103 |1 1.08 | 1.06 1.1R.11 121 |1.16 1.261.22 131 (.28
4 092 097 |09 103]| 102 1.08.07 115 (115 1.211.17 1.26 [1.22
5 088 093 | 091 098] 098 1.00.03 1.09 (1.09 1.161.15 121 p.2
6 0.83 0.9 086 095 093 09p.97 105 [(1.03 11| 1.09 1.14h.14
7 078 084 |081 089| 087 09091 1 0.97 1.05/1.03 11 j.o7
8 0.73 0.8 076 086 | 0.82 09D.86 0.96 (092 1.020.97 1.06 [1.03
9 068 0.75 | 0.7 081 ]| 0.76 0.89.81 0.9 0.87 0.96(0.93 0.99 (.99
10 0.63 0.7 065 0.76| 071 0.79.77 0.84 |0.83 0.880.89 0.93 p.o1
11 058 065 |[0.61 0.7 0.67 0.78.73 0.77 |(0.77 0.830.81 0.89 |0.85
12 053 059 (055 0.64| 062 0.60.67 0.73 |0.7 0.790.74 0.83 |p.81
13 047 054 (052 058 058 0.62.6 0.68 [0.65 0.740.72 0.75 [0.75
14 042 048 (045 052 052 05954 063 |059 0.660.65 0.72 0.67
Never 0.42 0.45 0.52 0.56 0.59 0.65 [0.6
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Il Left-behind children and return
decisions of rural migrants in China®

3.1 Introduction

Economic development is often combined with thexdfar of a large proportion of
workers from the rural-based traditional agricudtugector to the urban industrial sector.
China has been witnessing such a massive intearafer since the mid-80s (Li, 2010).
The latest official figures from the Sixth NatiorRdpulation Census released in April
2011 estimate the total number of rural migrantkeos at 261.4 million in 20%0
Such large-scale internal migration results fromedes of institutional and structural
changes along with rapid industrialization. Beftie reforms started in 1978, labor
mobility was strictly controlled. Since then, thevgrnment policy has been loosened
up, moving from permitting rural labor mobility, uiding rural labor mobility and
then to encouraging rural labor mobility (Wang a@ai, 2009). Thanks to the
relaxation of various regulations, people are noge fto move to places they want
(Zhang, 2010), and to decide on the length of thiiy.

Yet, while labor mobility in China has dramaticallycreased over time, temporary
migration dominates population movements that beped by the strong institutional
constraint imposed by the household registratiatesy Hukol. Formally established
in 1958, this system requires every Chinese citimebe registered according to her
place of permanent residence and occupation (afynialiversusnon-agriculturaff. As
argued by Knight and Song (2005, p. 17), it funi@s a “de facto internal passport

% This chapter is co-authored with Sylvie Démurdg@ATE Lyon Saint-Etienne).

2 |n Chinese statistics, rural migrants are persesrking and living outside the town of their

household registration for a period over six mon@st of the total figure, 40 million were working
within their municipality or prefecture-level cignd 221.4 million further away from home. Compared
to the 2000 Fifth National Population Census, thpytation in the second category rose by 81 percent
over the 10-year period.

http://www.stats.gov.cn/english/newsandcomingeV&0410428 402722244.htm

% See Chan and Buckingham (2008) for a detailedriism of the household registration system, both
historically and in light of the recent waves dforen.
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system” that confers different legal rights to desits. In villages, residents are given
rights to land for farming and housing while iniest residents are given access to
urban jobs and rights to a package of welfare amibkbenefits. Though the system
has been reformed in terms of labor mobility, asdespublic services remains deeply
tied to the household registration place, to tlsadvantage of migrants. This is notably
the case for children education. As the educatigigbt for the nine-year compulsory
education in China is allocated through local gowegnts and is not transferable, urban
schools with a limited education budget are rehicta accept rural migrant children,
unless their parents compensate for the additioosi. Hence, though rural migrant
children are not officially denied access to theaunr public school system, parents are
requested to pay “education endorsement feg@gabyu zanzhu féi for children
attending school in places other than their platéausehold registration, and the
amount of such fees can be prohibitive for poorramgfamilies (Lai and Chen, 2010).
At the non-compulsory senior high school level, iaddal registration place-based
constraints also apply since the education polieguires students to take the
university/college entrance examination in theirkou registration ared A direct
consequence of such administrative and financiaidya is that migrant children are
often left behind in rural home regions as longttesy are enrolled in the education
system, and looked after either by one parent otheyr grandparents or relatives

(including family, neighbors or friends).

As more and more people are involved in internabration, the number of
“left-behind” children [jushou ertonyis also increasing dramatically. According to the
All China Women'’s Federation, there were a totab®fmillion left-behind children in
rural China in 2009, of which more than 40 milliovere below the age of ¥4
Together with another 19 million living with themigrant parents in cities, the two
groups account for about one quarter of all childie China (Chan, 2009). As
compared to 2006, the number of left-behind chiidre 2009 is almost tripfé Data

31 The examination system is not uniform across Ghamal its implementation varies greatly at a
provincial level. In 1987, Shanghai municipalityopeered in designing its own university entrance
examination. Since then, more and more province® lgarticipated into this independent decision
system. Up to 2005, 14 provinces and municipalitiad independently decided the content of their
university entrance examination.
(http://www.china.com.cn/education/zhuanti/hfgk3@28)5/29/content_8316780.htrifin Chinese).

%2 http://www.gov.cn/jrzg/2009-05/27/content_13254%hin Chinese).

33 http://english.peopledaily.com.cn/90001/90782/68BBtml
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gathered as part of the Rural-Urban Migration inn@hand Indonesia (RUMICI)
project confirm that many migrant children grow ajpart from their parents: in 2007,
about 60% of the migrant children aged 16 and belexe left behind in the rural
hometown (Gongt al, 2008).

As pointed out by Rossi (2008), leaving childreiibd is a source of potentially high
“social cost of migration” although migration maga@bring benefits to the left-behind
family through remittance transfers that relax keidgonstraint and thereby increase
health and education opportunities (Cox Edwards dneta, 2003; Rapoport and
Docquier, 2005). Migration can affect children iarious dimensions. Children who
grow up either with a single parent or with graradtgmts or other relatives may suffer
from a lack of parental care that adversely affeittsir educational outcomes
(Frisancho Robles and Oropesa, 2011; McKenzie ambport, 2010). Moreover, the
break-up of the family unit can create material pagchological insecurity that affects
the well-being of children left behind. As for Chinthere is small body of literature
that examines left-behind children well-being bgusing on different facets of living
arrangements’ outcomes such as school performamndehaalth conditiofl. Mixed
results have been found regarding the effect ofratimn on children school
performance. Using data from the 2006 China Heattth Nutrition Survey (CHNS),
Lee (2011) shows that migrant children are wor$éndierms of school enroliment and
years of schooling as compared to children whosenps do not migrate. Using the
2007 RUMICI data, Gonget al. (2008) compare school performance of migrant
children who live in cities with those left-behiadd find that the latter perform better.
On the other hand, using survey data from 36 pynsahools in Shaanxi province in
2006, Cheret al. (2009) do not find any significant negative effeétmigration on
school performance. With respect to health outcon@e et al. (2010) find that
parental migration is a risk factor for unhealtrghlviors amongst adolescent school
children in rural China. Gonet al. (2008) report better conditions for migrant cheldr
living with their parents in cities as comparechildren left behind. Finally, Kong and
Meng (2010) find that children of migrants (eitHeft-behind or in cities) are less

likely to have good education and health outconsesamnpared to rural non-migrant

% The Chinese-language literature is more voluminonsthese issues than the English-language
literature. For additional references in Chinese, Gheretal. (2009) and Gaet al. (2010).
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children and urban children.

As family ties in the Chinese society remain vemprsg, there are good reasons to
expect that concerns about the welfare of theleftind family may affect migration
(and return) decisions. Accounting for the soc@dtanotive of leaving behind children
in the determination of the length of rural-urbamgmation in China is of importance,
not only from an academic point of view but alsaerms of policy implication. As an
example, the recent growing tension about “migtabbr shortage” in China’s coastal
cities, where booming small and private enterpris®ge absorbed a large quantity of
migrants from western China has put forward theartgnce of family factors in
explaining the labor shortage. Hence, anecdotaleewe from interviews conducted by
the Guangzhou Dailyn February 201 indicates that left-behind children are a major
reason for migrants not to go back to cities &fterLunar New Year holiday. Moreover,
as mentioned above, theikou system is considered as an important reason #r th
transient nature of migration. Evaluating the miehildren on individual’'s decision on
migration duration can thus help bringing up a dretunderstanding of the

multidimensional impact of theukousystem on migration.

The overall goal of this chapter is to explore tbike of children as a motive for return
migration in China. To meet this goal, we first g@et a simple illustrative model of
migration duration (or intentions to return) based Dustmann (2003b), which
accounts for left-behind children through parewt'uistic behavior. The discussion
also points to the potential differentiated impadt children on return decisions
depending on their age and their gender. Thengusimique data set collected in 2008,
we provide an empirical test based on two compleangrapproaches. We first use a
duration model to estimate the determinants of ldreggth of migration for both
on-going migrants with incomplete migration spelfsl return migrants with complete
migration spells. Second, we apply a binary Prototiel to study the return intentions
of on-going migrants. Both models find consisteasults regarding the role of
left-behind children as a significant motive fotu.

This chapter contributes to the existing literatatdeast in two ways. First, although

% http://media.workercn.cn/c/2011/04/06/11040610324910878.htm(in Chinese).
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children may be important stakeholders in the ntignaphenomenon, little attention
has been given to children in the analysis of ntignadecisions. A few exceptions are
Djajic (2008) and Dustmann (2003b). To our knowkedthis study is the first to
explore the process that links the decision on atign duration and return intentions
to concerns about left-behind children in China.é@mining the determinants of the
length of migration, this chapter also contributedulfilling the lack of research on
migration duration in China. Although the lengthnoigration is an important indicator
of the flow and the scale of migration as well dsttee economic effects on both
receiving and sending regions, it has received tdéichiattention in the migration
literature®®. As pointed out by Dustmann (2003a), “we knowlditabout the
determinants of migrant’s duration abroad”. AsdarChina is concerned, the issue has
a strong political importance because there isaa fieat, if cities cannot adequately
absorb those migrants, it may eventually lead toasaunrest. Yet, up to now, no
research has specifically addressed this questioGHina.

Second, the dearth of data is an important limihe study of the interaction between
left-behind children and migration duration. Thetad@t used in this chapter offers
recent and rich information including complete andomplete length of migration
duration, return intentions of on-going migrants vesll as detailed individual and
household characteristics. This enables us to afiécher analysis on how left-behind

children influence return migration in China.

The chapter proceeds as follows. Section 2 describe study area and provides
descriptive statistics on migration duration aneiions to return. Section 3 presents a
simple illustrative model. Section 4 examines tleéedninants of migration duration
with a duration model. Section 5 investigates teedaninants of return intentions with

a Probit model. Section 6 concludes.

% One may yet refer to Carrién-Flores (2006), Dja008), Dustmann and Kirchkamp (2002),
Dustmann (2003a; 2003b), Kirdar (2010), Lindstrdr@96), Schroll (2009) and Stagk al. (1997).
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3.2 Study area

3.2.1 Migration in Wuwei County

The data used in this chapter come from a seriesural households’ interviews
conducted in Wuwei County, Anhui province, from &&epber to November 2008.
Wuwei County was selected because of its relatiladyg labor force export history, the
county being famous for sending out domestic senfiemale workers since the
beginning of the 1980s. According to local officisdatistics, at the end of 2006,
individuals working outside the county accounted 48 percent of the entire rural
labor force in Wuwei County (Wuwei County GovernmeP007). Together with a
large-scale migration, Wuwei County is also chamazed by a sizable number of
left-behind children. A recent survey indicates aaat number of about 120,000
left-behind children for a total of 400,000 migranh the county (Mei, 2009). A
detailed investigation conducted by the County Waomé&ederation in Hedian town
(one of the 23 towns of the county) shows that &40f the students at school in the
town are left-behind children. Among them, 76.7%ehaoth parents away. In 42.8%
of the cases, grand-parents are taking care ofeftvbehind child, and in the other
56.6%, relatives or friends are taking care ofléfebehind child (with 0.6% reported
to be left alone with no guardian). The frequentyhe parents’ visits are once a year
for 58.2% of the cases, once every two years fot%7and less than once every two
years for 14.7% (Mei, 2009).

Four towns were chosen for the survey: Gaogou, W,il@bugou and Tanggou. Three
administrative villages in each town and twenty $eholds on average in each village
were randomly selected. A total of 239 householdsewinterviewed, providing
information on 969 individuals. The data were atiitel in a form of a questionnaire,
consisting of a series of questions about both lfarand individual members.
Individual information includes personal charadics (e.g., age, sex, education, etc.),
actual working position and incomes. For those gva migration and/or return
migration history, their working experience durirgnd after migration was also
recorded. A separate administrative village sum@g also conducted in each village
to collect information about the general econorgenpgraphic as well as demographic

conditions in the locality.
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The sample used here is composed of 284 indivichalsg a migration and/or return
migration history, with 124 return migraftsand 160 on-going migrants. This primary
data set is unique in the sense that it contaiteslde information both on the complete
length of migration for each return migrant and itheomplete length of migration for

on-going migrants. For return migrants, the lengthmigration duration is defined

from the year of an individual’s first time migrati up to the year of her last return.
For on-going migrants, the length of migration diera is calculated from the year of

an individual's first time migration until the yeaf the survey.

Moreover, for on-going migrants, the survey prosideformation about return
intentions. Indeed, households were asked whetmgoog individual migrants wish
to remain permanently in the destination area oethwdr they wish to return home at
some point in the future. If on-going migrants wabsent from home at the time of the
survey, answers were given by family members (@ogsehold head or spouse) who
also answered other questions in the questionnaineof the 160 on-going migrants,
we obtained clear information on their return iti@ms for 117 individuals and we
construct a dummy variable that equals one forghaiso declared intending to return
soon or in the future, and O for those declaringaee no intention to retuth

Information gathered during the survey gives sonmgshon the importance of the
left-behind children phenomenon in the area as a®lbn its possible relation with
return decision. Most school-age children (76.4%&) faund to be living in the local
town or village, and only 2.5% are living with thenigrant parents in cities. A small
part of children (16%) are living alone in otheag#s outside the county: this is mostly
the case for students of above high school level mirsue studies in other regions.
Though our data did not directly record the situatior pre-school children (under the
age of 6), pre-school children are facing a simdémation of separation from their
parents. The survey also collected informationh@nreasons for return migration, with

multiple answers allowed. Out of all the reasorw/joled, 25% were related to children,

37 Return migrants are individuals who are currenglsiding and working in the county, with at least 6
months migration working experience outside thentpu

% The 43 out-migrants for whom we do not have cie@ntion to return or to settle in cities are kipt
the sample used in the migration duration analysig, excluded from the sample used in the return
intention analysis.
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either to “look after children” or “for childrensducation™®.

3.2.2 Data description

As shown in Table 3.1, the mean length of migrafionthe overall sample is 6.81
years, and 32% of migrants have experienced mane ghyears of migratidh The

mean lengths of stay for both on-going migrants gtdrn migrants are fairly close,
though a bit longer for the former (6.87 years6:34 years). The pairwise correlation
of the length of migration with the year of migmatiis negative and significant for both
return migrants and on-going migrants: earlier angs are more likely to have longer

migration duration than more recent migréhts

Table 3.1 Migration spells statistics

Average migratior] 0-1 year 1-3 years 3-5 years 5-8 years >8 years
Spell Percentage
On-going migrantg 6.87 13% 19% 19% 18% 30%
(5.57)
Return migrants 6.74 15% 25% 15% 12% 33%
(5.51)
All 6.81 14% 22% 18% 15% 32%
(5.54)
Observations 284 39 62 50 43 90

Source Wuwei 2008 Survey
Notes Standard deviation in parenthesis.

Table 3.2 presents descriptive statistics for therall sample as well as for return
migrants and for out-migrants who intend to retd#or. the overall sample of migrants,
the average age is 34 years, the average edudatiehis 6.8 years, and 72% are
married. In terms of household characteristics, #werage size of the migrant
household is 4.7; 53.9% of migrants have childraden the age of 16, 28.2% have

% |n some instances, parents even reported retutfonghe sake of children’s education becausehef t
hukou.

0 This average duration of migration is consisteithviarger urban-based migrant surveys findings,
including the 2007 RUMICI survey, which reports average duration of 7 to 8 years for on-going
migrants. See Gorgf al.(2008) for a comparison of all survey data avaddbl China.

*! The correlation coefficients are -0.65 for the ¥ehpopulation, -0.95 for out-migrants, and -0.52 fo
return migrants. All the correlations are statetic significant at 1 percent.
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children under the age of 6, 36.3% have sons (utieenge of 16), and 29.2% have
daughters (under the age of 16). The average nuofbahildren under the age of 16

per migrant is 0.75, with 0.41 sons and 0.35 daarghtnterestingly, when it comes to

children under the age of 6 (0.32 per migrant),gaeder composition is more equal,

with 0.16 sons and 0.17 daughters.

Table 3.2 Descriptive statistics

Mean value or % Full sample Return  Out-migrants with
migrants intention to return
Age (years) 34.23 40.02 34.29
Female (=1) 0.415 0.411 0.353
Married (=1) 0.722 0.887 0.824
Education (years) 6.750 5.903 6.382
Household size 4.673 4.250 5.147
Having at least one child less than 16 (=1) 0.539 .569 0.676
Having at least a son less than 16 (=1) 0.363 0.347 0.529
Having at least a daughter less than 16 (=1) 0.292 0.298 0.353
Having at least one child less than 6 (=1) 0.282 234. 0.412
Having at least a son less than 6 (=1) 0.130 0.105 0.118
Having at least a daughter less than 6 (=1) 0.151 1290 0.294
# children less than 16 0.754 0.710 1.088
# sons less than 16 0.405 0.371 0.559
# daughters less than 16 0.349 0.339 0.529
# children less than 6 0.324 0.266 0.441
# sons less than 6 0.158 0.129 0.118
# daughters less than 6 0.165 0.137 0.324
Having return migrants and/or migrants in the 0.630 0.556 0.647
household (=1)
# other out-migrants in the household 0.975 0.782 .294
# return migrants and migrants in the 1.447 1.315 1.706
household
# return migrants and migrants in the village 28.30 27.94 26.41
Age at first migration (years) 24.11 26.31 23.88
Length of stay (years) 6.815 6.742 9.711
Occupation before return (wage worker=1) 0.782 D.68 0.765
Average rural per capita annual net income 3628.7 3775.9 3727.2
(2004-2008) (Yuan)
Observations 284 124 34

Source Wuwei 2008 Survey

Notes Some averages are calculated over a smaller rnuaibebservations because of missing
values. We only report the total number of obséounatfor reference.

Regarding the sub-sample of return migrants, threysggnificantly much older and
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more likely to be married than the out-migrant dagan®. Family characteristics
indicate that return migrants have a household sigmificantly smaller than
out-migrants, with significantly fewer young chidir (under the age of 6). No
significant difference is found for children undiégre age of 16, or for the gender

composition of children, whatever their age.

Regarding the sub-sample of out-migrants who intenceturn, an interesting finding
is that while their individual characteristics dot significantly differ from the sample
populatiorf®, there are a number of significant differencedamily composition. The
household size is significantly higher. They haverenchildren of both sex, more
pre-school children (<6), and more daughters utiterage of 6 than both the sample
population and other out-migrants. Interestingl§,686 of out-migrants who intend to
return have at least one child (as compared tsdngple mean of 53.9%), and 52.9%
have at least one son, against 36.3% for the wéenigple. Differences are even more
pronounced for pre-school children since 41.2% wifroigrants who intend to return
have a pre-school child (against 28.2% for the wisalmple), but the gender difference
now falls on girls (29.4% have a pre-school daughigainst 15.1% for the whole

sample).

3.3 A simple model of return decision with left-bend children

Return migration can be considered as part ofedirfile utility maximization plan with
given budget (and liquidity) constraints (BorjasdaBratsberg, 1996). In the existing
literature, the return motives notably include kma preferences with a higher
marginal utility of consumption in the area of anidDjajic and Milbourne, 1988), a
higher purchasing power of the destination areaecay at home (Djajic, 1989; Stark
et al, 1997) and higher returns to human capital actated in the destination area at
home (Dustmann, 2001; Dustmaetnal, 2011). However, as highlighted by Dustmann

(2003b) and Djajic (2008), the decision to retund ghe optimal time of return can also

2 The comparison between return migrants and outamtg (whatever their intentions in terms of
return) is based on mean tests not reported here.

3 However, when only compared to other out-migratfisse who intend to return are older, more likely
to be married and less educated.
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be influenced by altruistic motives of parents tadgatheir offspring in the household.
Hence, the migration behavior, and the decisioretorn, may be driven not only by
individual life-cycle consideration, but also byndgtic motives such as offspring’s
welfare in the futur®. Emphasizing the family unit rather than the indival migrant
makes sense in rural China where family ties arengt and may be important
components in explaining individual decisions. Muwer, with migration patterns
shaped by the household registration systemkdy that does not entitle rural migrants
to urban benefits and leaves most children behsndh approach seems the most

relevant.

The simple model presented below is meant to hestititive of the conjectured
influence of left-behind children on return migaati It builds on Dustmann (2003b)
and includes a number of alterations to accounClunese specific features. First, we
assume that the parent migrates alone and leahasddeer child. Second, since we are
interested in school-age or pre-school childrethenhome village, we also assume that
the child does not work in the second period. Givkeese two assumptions, the
proposed model captures the situation of a family composed of a worker engaged
in migration (the parent migrant) and a left-behahad.

We consider two periods. In period 1, the parentk&@nd lives in a city, while her

child lives in the countryside and is subsidizedtlhg parent. In period 2, the parent
may decide to return or stay in city. The paremidks about her own consumption in
periods 1 and 2, as well as the child's consumptigeeriods 1 and 2. Since the child is
not assumed to work in period 2, the altruism ef plarent takes place through income
transfer to the child in period 1, and through yaiare (in case of return) or income
transfer (in case of settlement in city) in perihdAs in Dustmann (2003b), the return

decision is taken by simply comparing lifetime veed in the two locations.

The utility functions of the parent are supposedaike the usual logarithmic form.
Period 1 utility functiorU® is given by:

*4 Considering the household, rather than the indafidas the most appropriate decision-making wnit i
return migration falls in the line of the “New Eammics of Labor Migration” (NELM) literature that
explicitly integrates migration decision into a lsehold strategy (Taylor, 1999).
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utch kh =In(ch) + yin(kb), (1)

where ¢! is the consumption of the migrant parekt,is the consumption of the
left-behind child and the parametefassumed positive) is the altruism weight.

Period 2 utility functionu? depends on the location choice of the migrantieskin
city (j=M) or returned homg<£R), and is given by:

U2(c? k?)=In(c®a’) + yIn(k®b'), (2)

whered andb' are preference parameters. In particud8rz a* andb® > b reflect a
location preference of the migrant for her homdagié in terms of both her own
consumptiond) and her offspring's consumptian) (

Under the simplifying assumption of no discountitigg total utility functionU of the
parent can be simply expressed as follows:

U =In(ch) + yIn(k}) + @-h)[In(c®a™) + yIn(k®™b™)] + h[In(c*"a®) + yIn(k*p")], (3)

where the parametdr stands for the return decision. Atl, the migrant decides to
return; ath=0, she settles in city.

The budget constraint of the parent is supposée tf the following form:
c+ @-he™M +he®®+kt+ @- k™ +hk®R =yt + @1- hy?M + hy?R, 4)

wherey?, y"™ andy®® are income of the parent in period 1, in periomh 2ity and in

period 2 at home, respectively.

The return decision of the migrant rests on the imeation of her utilityU with
respect to her own consumption in periods 1 ara$ 2yell as to her left-behind child in
periods 1 and 2, under the budget constraint egpdeabove for two scenarios: settling
in city (h=0) or returning to the countrysiden=1). The intertemporal utility
maximization leads to the following results. Thegrant parent will choose to return if:

2R R R
201+ y)In[yyll:_L;//2M J+In(:—Mj+yln[s—MJ>0. (5)
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As in Dustmann (2003b), the first term illustrathe income impact of return on total
utility: as earnings can be assumed to be lowdroate *" < y*™), the decision to
return will entail a loss in utility. The loss itility is higher for altruistic parenty%0)
because their reduced earnings also affect thd olticomes. This may be the case for
instance if the reduced earnings contribute to cedopportunities for education or
health care. This first term captures the “educatigrospect” dimension as described
below. What is more, if the migrant has no locatpeferenced” =a" andb” = b*),
her altruistic behavior would reinforce the stamdarcome effect towards a decision

not to return.

The second term shows the influence of the reldtigation preference of the migrant
in terms of her own consumption. 4 >a", her relative preference for her home
village may partly compensate the income effect #oglcally reduce migration

duration.

The third term reflects the parent’s perceptiothefwell-being of the left-behind child.
If the child is perceived as suffering from parérdbsence in her daily life, then
b® > B will give incentive to the parent to return. Iretliein of Dustmann (2003b),
this model illustrates the trade-off that migraatgnts face when deciding to stay or to
return: the consumption of the child is multidimensl in that it incorporates daily
care and educational prospects that may be someooilicting in terms of the
decision to return. Assuming no migrant parent tioca preference in her own
consumptiong”® = a), the decision to return for an altruistic parsimply reduces to a
comparison of the loss in utility due to lower ine® (and then possibly a reduction in
education opportunities) with the gain in utilityahks to a better-off child (through
better daily care for instance).

The two dimensions, daily careersuseducational prospects, are quite intuitively
related to the age of the child: one may expedtdhady care will be more valued for
young children, while educational prospect will fm@re important if the child is of
school-age. Moreover, in a society with a stroraglition of sons’ preferente one

may further expect that the return-decision outcasnalso going to be linked to the

%5 See Lee (2008) for a review of the long historpuf-son bias in China.
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gender of the child, although the total childrefeetf may remain ambiguous.

3.4 Migrant’s length of stay in cities: a durationanalysis

3.4.1 Framework for duration analysis

Migration duration data are right-censored by deéin since the date of transition out
the state (i.e. returning home) is unknown for omg migrants. As highlighted by
Jenkins (2004), survival (or duration) analysieodfa number of advantages compared
to OLS or binary choice models for such kind ofaddih particular, it is well suited to
account for the timing of the migration events,luding return migration, for the
censoring in the data as well as for incorporatinge-varying variables into

estimation.

As answers from the respondents were given in nsordiscrete time periods for
migration duration are defined in monthsAs a consequence, we use a discrete-time
(grouped data) version of the commonly used prapmat hazard (PH) mod€|
developed by Prentice and Gloeckler (1978). Wherdtta set is discrete, the duration
time can be divided intk intervals, {[0,), [,)... [)}.The discrete-time hazard rate can
then be defined as follows:

R =PI, = U/, 26X, (6)

whereT; is the discrete random variable representing tieemsored time at which the
end of migration occurs. This measures the conditiprobability of individuali’s

migration ending at timg given that it has not ended yet. Prentice ancéier (1978)
show that the complementary log-log model is a rdigetime analogue to the

continuous-time Cox proportional hazard model, whtre hazard function can be

% When the duration time is discrete, the estimatimttion is a bit different. A detailed descriptioan

be found in Jenkins (2004).

" The general idea of a proportional hazard modeiasthe effect of an independent variable is seen
having a constant proportional effect on the basehazard. The adoption of such model is usually
grounded on two important specifications: the distional assumptions regarding the baseline hazard
and the assumption of unobserved heterogeneityt(BB&6).
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given by:
A (t, X) =1-exd- exp(8' X; (t) + 6(t))] 7)

where A(t) is the instantaneous probability (hazard rateyedfirning at a duratiom
months, given that the individualstayed in city for at leadt months.é(t), which
depends omalone, is a transformation of the baseline hazamdmon to all individuals.
expf’Xi(t)) is a person-specific non-negative function of e@mtasX, which scales the

baseline hazard function common to all persons.

Regarding the specification of the baseline hatandtion 6, we consider a duration
dependence pattern analogous to that in the cantmtime Weibull modét by
entering as a covariate the log of Finally, failure to control for unobserved
heterogeneity that arises when unobserved faatfiteence duration can lead to severe
bias in the estimates of the covariate effects ¢hater, 1985). Consequently, one could
get an under-estimate of the true proportionatearse of the hazard if the unobserved
heterogeneity is not captured due to potential teghivariables or measurement errors
(Jenkins, 2004).

Figure 3.1displays the Kaplan-Meier survival curve, whichaelg highlights negative
duration dependence: the probability that migragads shortly increases as the length
of migration increases. The median survival rate. @tay in cities) is at about 132 to
144months (11-12 years). When the migration spell feacmore than 252 months
(that is about 21 years), the overall survival fatelly stabilizes at a low level around
129%", indicating that 12% of the migrants’ populatioend to settle permanently
outside. The smoothed hazard estimate displayétjure 3.2 confirms that the hazard
rate of return increases with migration duratioar Example, at 60 months (5 years),
the overall hazard rate is only 3% (with a 95% awerice interval from 2% to 3%),
whereas at 192onths (16 years), it reaches 14% (with a 95% denfte interval from
13% to 15%).

8 The most commonly used form in continuous-timeatlan studies is a parametric hazard (Bhar, 1996)
with an assumed Weibull form baseline (Meyer, 1990)

%9 One should note though that for this long durattbe 95% confidence interval gives a range between
5% and 23%. This might be related to the fact thatdo not have many individuals with such long
migration history.
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3.4.2 Estimation results

In order to assess how the presence of childremgbyand by gender affects the length
of stay, we use a set of children-related varialideseach individual at the time of
migration. We distinguish children at different dgeels (children below the age of 16
and children below the age of 6) and by genderdémh age-group). Sintiee number
of children may vary throughout the whole period rofgration, and since these
changes may influence the decision on the returdatg, we also introduce indicator
variables that equal one if there is an increas@gochange) in the number of children
(by age-group and by gender) during migration ae Dtherwise. We believe that
introducing such variables in the model may alsdp haleviating time-varying

problems.

Control variables for migration duration includelividual characteristics such as #ge
gender, education and marriage, individual migratexperience measured by an
occupational dummy variable that equals one if wageker and zero if self-employed
during the last job in city (current job for on-ggi migrants), and hometown
characteristics measured by the logarithm of thentaverage rural per capita annual
net income between 2004 and 2008. We also cordrdidusehold characteristics that
may influence the decision to return through thedetold size.

Estimation results on the determinants of the ltheatie of returning to source regions
with and without unobserved heterogeneity are diggl in Table 3.3 and in Appendix
3.1, respectivefy. The findings are very similar, which indicatesttihe unobserved

heterogeneity is rather small and can be ignorad. iGterpretations are therefore
mainly based on Table 3%23While other things are the same, Model 1 and Madese

a set of control variables related to children unthe age of 16 while Model 3 and
Model 4 focus on pre-school children. Under the afjd6, the children population

comprises both pre-school children and studentschool essentially from primary

0 The age variable is recomputed in order to refleetage at the moment of migration.

®1 The estimation results presented in Table 3.3ianppendix 3.1 exclude five observations whose
length of migration is longer than 20 years. Owults are robust to the inclusion or exclusionhase

five observations.

2 \We choose to concentrate on results displayeelineT3.3 because we encountered some convergence
problem in the estimation of Model 4 when contralifor unobserved heterogeneity.
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school to senior middle school. Model 1 shows thatestimated coefficients for both
the number of children under 16 at the time of @tign and the change in this number
during migration are positive and highly signifita@ne more child in the household at
the time of migration is significantly associateithna 68% higher hazard rateThe
coefficient estimates also indicate that individualhose number of children during
migration has increased (or remained unchanged) aak62% higher hazard rate than
others. Model 2 estimates the separate impactujldars and sons under 16. Both the
number of sons and the number of daughters asasdheir respective change during
migration are positive and significant. Neverths|ds/o noteworthy differences can be
highlighted. First, the sons-related covariates amgnificant at 1%, while the
daughters-related covariates are significant only5%-10% level. Second, the
coefficient estimates for sons-related covariates wouch larger than those for
daughters. In fact, having an additional son attitne of migration and an increase in
the number of sons during migration are associaiéd respectively 147% and 256%
higher hazard rates, while the corresponding estisnar daughters are associated with
56% and 125% higher hazard rates. These resultsatedthat although both sons and
daughters play an important role in shorteninglémgth of migration, sons have an
even higher weight in the return decision.

Model 3 and Model 4 present results with a set afiables related to pre-school
children (under the age of 6). As shown in Modeih® number of pre-school children
and the change in this number during migrationbei associated with positive and
significant coefficients. Hence, individuals whovhamore pre-school children at the
moment of migration return earlier, and migrants\idiom the number of pre-school
children has increased (or remained constant) gumigration also have higher hazard
ratesceteris paribus These results are fully consistent with the abbrdings for
children below 16 years old, and the estimated etgpappear to be substantially
higher for pre-school children. Regarding the gerafepre-school children, Model 4
shows positive and significant coefficient estinsafier the number of pre-school sons,
but no significant estimates for the number of gethool daughters. In addition, an

increase in the number of both sons and daughtersgdmigration is also associated

3 This is calculated from the exponentiated coeffitj not reported here, which gives the hazardsati
as in a continuous time model.
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with shorter migration duration, although the leg&kignificance and the degree of the
measured impact differ. These results confirm theartance of pre-school sons in

return decision among rural migrants.

To sum up, the main results regarding the impadefbfbehind children on migration
duration can be summarized as followsindividual migration duration is driven by
family motives, with left-behind children being imant determinants of return,
whatever their age and gendej; pre-school children are a stronger focus for ¢hos
willing to return, which indicates that daily camay be an important driving
motivation for individuals;iii) the gender of left-behind children matters on the
magnitude of the impact on migration spell, witmsgoulling parents back even
stronger as compared to daughters. These resytesuthat altruistic parents care
about children, whatever their age and gender tlagyl care even more about younger
children, with a general gender bias in favor afso

In addition to children-related variables, we fiednsistent and interesting results
regarding other explanatory variables in all theirfonodels. Unsurprisingly, the
baseline hazard increases with elapsed survivak,timhich means that return
probabilities depend positively on the length ofyration spell to date. The increasing
baseline can be interpreted as an illustratiorheftemporary nature of the migration
phenomenon in China. To further illustrate thisnpokFigure 3.3 displays the smoothed
mean predicted hazard rate based on the estimafidfodel T*. It shows that the
predicted hazard rate is increasing all along ntigmaduration, at a decreasing speed

up to the 208 month and an increasing afterwards.

** The mean predicted hazard rate is calculated bais¢de mean level of the predicted hazard rate for
each person given the values of his or her cosriand the spell month value (Jenkins, 2004).
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Table 3.3 Discrete time proportional hazard estimags
(without controlling for unobserved heterogeneity)
Model1l Model2 Model3 Model 4

Baseline hazard (log spell month identifier) 0389 0.429° 0.371  0.433"
(0.000) (0.000) (0.000) (0.000)
Age at migration 0.0452 0.0472° 0.0327° 0.0395"
(0.000) (0.000) (0.003) (0.001)
Married (=1) 0.239 0.208 0.458 0.316
(0.412) (0.482) (0.113) (0.281)
Female (=1) 0.655 0578 0.664  0.605
(0.001) (0.005) (0.001) (0.002)
Years of education 0.0378 0.0516 0.0320 0.0390
(0.271) (0.147) (0.329) (0.244)
Occupation before return (wage worker=1) 0.261 0.346 -0.168 -0.113

(0.215) (0.115) (0.482)  (0.619)

Fxxk

Log average rural per capita annual net incorteéd70"  0.889 1.284 0.820

(2004-2008) (0.024) (0.062) (0.007)  (0.096)
Household size -0.328 -0.324" -0.371" -0.297"

(0.000)  (0.000) (0.000)  (0.000)

. . . 0.521
# children (<16) at migration (0.002)
Increased number of children (<16) during.964"
migration (=1) (0.001)
0.902
# sons (<16) (0.000)
Increased number of sons (<16) during migration 1.270"
(=1) (0.0070)
0.44
# daughters (<16) (0.062)
Increased number of daughters (<16) during 0.81%3
migration (=1) (0.022)
# of children (<6) at migration 0.992”
(0.000)
Increased number of children (<6) during 1.494"
migration (=1) (0.000) -
1.83
# sons (<6) (0.000)
Increased number of sons (<6) during migration 1.842"
(=1) (0.000)
0.435

# daughters (<6) (0.294)
Increased number of daughters (<6) during 1.118"
migration (=1) (0.040)
Constant -17.03"  -16.99° -18.50° -16.81"

(0.000) (0.000) (0.000)  (0.000)
Number of person-month observations 21869 21869 6218 21869
Log likelihood -734.7 -730.7 -735.1 -728.9

Source Wuwei 2008 Survey

Notes:p-values in parenthesesp < 0.10,” p < 0.05,” p < 0.01. The coefficients are estimated
using the complementary log-log model, where theffarient on the duration dependence variable
is the log of time.
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Figure 3.3 Smoothed mean hazard rate prediction
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The source region economic conditions are fountiadee a positive and significant
impact on the hazard rate: the elasticity of theahé rate with respect to the town
average rural per capita annual net income bet®664 and 2008 ranges from 0.82 to
1.28. This finding indicates that favorable econoonditions contribute to attracting
migrants back home, which is consistent with treothtical prediction that an increase
of wage in home country leads to a reduction indpgmal international migration

duration (Dustmann, 2003a). Therefore migrants fpmorer regions may be willing to

stay longer in the host region than migrants froealhier emigration regions. The
result is also consistent with the empirical firghnof Schroll (2009) on the case of

Denmark.

Regarding individual characteristics, we find aipes impact of age on the hazard of
return. People who migrated at an older age are filaly to have higher hazard rates
of return. Gender also influences the length ofratign, with female migrants being
significantly more likely to have shorter lengthstdy than male migrants. In terms of
household characteristics, a migrant from a lafgeily is more likely to stay longer at
destination, which is consistent with the hypothdbiat increasing returns to scale in

household chores for households with a larger amemore labor availability make it
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easier to let some members engage in migration.

3.5 Intended return of on-going migrants

To complement the analysis of migration duratidms tsection tests the impact of
left-behind children on the intended return of anng migrants. As described above,
our survey provides information on out-migrantdeimtions to return or to settle in
cities. This enables us to empirically examinedbterminants of return intentions and
to provide a different approach to the evaluatibcloldren-related motives to return.
As in the migration duration section, we test thgact of children by age and by

gender.

The dependent variable is a binary one: it equaks ib out-migrants declared their
intention to return and zero if they declared thietention to stay in cities. The

intention to return is postulated to reflect thelerying individual’'s utility from this

choice(y,):

yi*::BO-l-Xi:B'l-‘gi (8)

where ¢ is assumed to be independent frofn and to have a standard normal

distribution. The intention to return is given lnetfollowing:

1 if >0
y=b ity ©)
0 if vy <0

In the above Probit model, the vectdrincludes a series of variables representing
children-related factors, individual characteristi®lousehold characteristics, current
occupation in destination and source region charatics. Since we exclude answers
to the question on return intentions that werestottly ‘yes’ or ‘no’, we are left with

117 individuals currently working outside of Wuw@bunty.

Table 3.4 reports the estimates of marginal effextthe probability of intended return.
The first column shows the results using a basdpexification with the number of
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children below the age of 16. The next two colurfois on testing the impact of
children by age, and the last four columns intreddidferences by gender. Model 1 to
Model 3 all suggest a positive impact of childrédnddferent age level on migrants’

intention towards return. More precisely, each adidal child under the age of 16 in
the household increases the return propensity bgetéentage points. Distinguishing
age groups reveals that pre-school children has&#amg impact on the intention to
return: the presence of pre-school children in hloesehold is associated with an
increase in the probability to return by 38 peraget points, and an additional
pre-school child increases the return propensity3Bypercentage points. Moreover,
Model 2 and Model 3 both indicate that the presesmo@ the number of school-age
children (between 6 and 12) in the household ase® a@ssociated with a higher
probability to return, although the impact seemsltan as compared to pre-school
children. These results are consistent with theliptiens of the duration model,

demonstrating the positive role of children, whatetheir age, in pulling migrants back,
and the even stronger force of younger childrendéun6) in attracting on-going

migrants back to the rural hometown.

In the last four columns of Table 3.4, we introdactirther distinction by gender. The
estimates show that the gender-bias may be ditfelegpending on the age of the child.
On the one hand, for school-age children, the pasef a son has a significant and
positive impact on the intention to return, whike tpresence of a daughter does not
seem to have any significant influence. On the rolfasd, the presence of pre-school
daughters seems to be more influential than preedcdons in influencing the return

decision.
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Table 3.4 Probit estimates of out-migrants' returnintention (Marginal effect)

Model 1 Model2 Model3 Model4 Model5 Model6 Idod

Age at -0.00804 -0.0117 -0.0106 -0.0104 -0.0105 -0.00997 -0.00929
migration (0.387)  (0.177) (0.231) (0.253) (0.224) (0.272)  (0.309)
Age -0.0347 -0.0333 -0.0410 -0.0398 -0.0356 -0.0378 -0.0416
(0.300)  (0.325) (0.255) (0.275) (0.314) (0.304) (0.252)
Age square 0.000549 0.000604 0.000696 0.000682 0.000620 0.000644 0.000688

(0.209)  (0.170) (0.145) (0.152) (0.167) (0.172) (0.146)
Married (=1) ~ 0.181  0.0854 0.0582 0.0714 0.0873 0.0761 0.0671
(0.231)  (0.583) (0.726) (0.663) (0.586) (0.645) (0.690)

Female (=1) -0.0567 -0.0313 -0.0582 -0.0490 -0.0422 -0.0581 -0.0631
(0.533)  (0.732) (0.520) (0.587) (0.652) (0.527) (0.486)

Years of -0.0289 -0.0354 -0.0380° -0.0324 -0.0355 -0.0344 -0.0380

education (0.091)  (0.028) (0.025) (0.068) (0.035) (0.059) (0.034)

P KAx P

Household size -0.0979~ -0.111 -0.137° -0.1327 -0.108" -0.126  -0.132"
(0.006)  (0.005) (0.000) (0.002) (0.008) (0.004) (0.001)

Current job -0.362 -0.402°  -0.421  -0.417 -0.415 -0.416  -0.424
(wage (0.056)  (0.036) (0.024) (0.039) (0.032) (0.039) (0.027)
worker=1)

Log average  0.698" 0.839° 0.726 0.765 0.763  0.725  0.6872

rural per capita (0.042) (0.018) (0.029) (0.021) (0.023) (0.027) (0.039)

annual net

income

# children 0.161

(<16) (0.072)

At least one 0.380° 0.429°

child under 6 (0.014) (0.012)

At least one 0.208 0.231

child between 6 (0.114) (0.080)

and 12

# children 0.320°

under 6 (0.016)

# children 0.247

between 6 and (0.037)

12

At least one son 0.280* 0.254 0.286

between 6 and (0.100) (0.130) (0.085)

12

At least one 0.181 0.194 0.266

daughter (0.358) (0.330) (0.196)

between 6 and

12

At least one son 0.253 0.347

under 6 (0.228) (0.149)

At least one 0.479°  0.492"

daughter under (0.008) (0.008)

6

# sons under 6 0.249
(0.141)

# daughters 0.341

under 6 (0.019)

Sample size 117 117 117 117 117 117 117
Pseudd®’ 0.197 0.226 0.237 0.242 0.238 0.247 0.241

Source Wuwei 2008 Survey.

Notes: pvalues in parenthesesp < 0.10,” p < 0.05,” p < 0.01. Marginal effects measure the
change in the probability of intended return fromarét change in the explanatory variable. Robust
standard errors are adjusted for clustering by éloaisls (82 households).
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In light of the prediction of our model, the resulty age-group and by gender bring
along an additional interesting perspective on tthde-off that migrant parents face
regarding the education prospect of their offspridg the one hand, since compulsory
education is free for children living in their afi@l place of registration (i.e. in rural
areas for migrant children), an altruistic paremtyrhave an incentive to leave her child
behind and possibly return if daily parental caseelieved to be important. On the
other hand, for higher education, an altruistieepaimay be willing to stay in city to be
able to support the education fees of her childw&gocus here on school-age children
aged 6 to 12, our findings may capture the firshahsion. Moreover, our results by
gender indicate that migrant parents may valuefftly the importance of daily care
for boys and girls. On the one hand, they may wamgre of the potentially adverse
effect that the lack of parental care produces ducation outcome of their son(s)
rather than their daughter(s) (either because phgymore weight on the educational
achievement of a son, or because they considestmst require higher monitoring in
their studies). On the other hand, they may worgranon the impact of parental

absenteeism on young (pre-school) daugptters

Besides these findings on the effect of childréme, éstimates of the Probit models also
prove to be consistent with the predictions of diaeation model. First, the household
size has a negative impact on individual's returtention, suggesting that migrants
from larger family are more likely to settle outsichther than return to home villages
(where they are less needed). Second, individuads ficher regions are more likely to
return, suggesting that a favorable economic enuient in sending regions tends to
attract out-migrants back. In terms of individullracteristics, the model finds that
less educated migrants have a higher probabilitgxjaress intention to return. This
finding implicates a potential “brain drain” of kgleveloped rural labor-exporting
regions, the most educated migrants being the wiksg to settle in cities. Finally,
regarding the current occupation in cities, wagekexs are found to be less likely to

return as compared to self-employed.

% For pre-school children, the key issue is heaithar than education. As summarized by Lee (2008),
empirical studies on gender equality in China fouhd gender bias to be stronger in health care
expenditures and in the intake of nutrients thaedacation. To reduce the potentially negative ichpé

her absence on her pre-school daughter’s healilsstn altruistic parent may have a stronger iteen

to return.
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3.6 Conclusion

This chapter examined the role of left-behind aleifdas a motive for return migration
in China. A simple model based on Dustmann (2008kp)proposed to account for
left-behind children through altruistic parents’re&aabout the prospects of their
offspring, and to discuss the potential differetetttimpact depending on children’s age
and gender. We then propose two complementary aalpiests based on an original
dataset from a rural household survey carried mWuwei County (Anhui province,
China) in fall 2008. We first use a discrete-timegwortional hazard model to estimate
the determinants of migration duration for both gming migrants with incomplete
length of duration and return migrants with complétngth of duration. We then
examine the return intentions of on-going migrartd specifically estimate the impact
of children-related factors by considering both agd gender differences.

A key empirical finding is that both the migratiaduration study and the return
intention study show consistent results regardimgyrole of left-behind children. The
duration analysis shows that both the number osph®ol children and the number of
children under 16 at the time of migration as wadl an increase in the number of
children (for each age-group) during migration havgegative impact on an individual
migrant’s length of stay in city. Compared to dlildren under 16, pre-school children
have an even stronger impact on migrants’ retuoisg, and compared to daughters,
the presence of sons is more influential in shamgea migrant’s length of stay in city.
The study of on-going migrants’ return intentionsnfirms the role of left-behind
children, whatever their age, as a significant weotfor return, with a relatively
stronger impact of pre-school children on pullifgeit parents back home. As for
gender differences, the analysis of return interstimdicates that school-age sons and
pre-school daughters have a stronger influence thair counterparts of a same

age-group.

The proposed analysis contributes to the understgraf migration dynamics within
China, by exploring the determinants of the spéltural-to-urban migration and of

return decision and taking into account the costealing behind children. While

102



Left-behind children and return decisions of rumlgrants in China

important interregional economic disparities in iizhidrive the massive rural exodus,
our analysis suggests that children-related factorgtribute to the counter-flow of
urban-to-rural return migration. These findings édwnely implications regarding the
“migrant labor shortage” that coastal regions amgently facing. By emphasizing the
importance of family demand factors in return mignma they highlight the
multidimensional nature of migration. The simpleu¢sess” (NELM) or “failure”
(Lewis, 1956; Todaro, 1969) dichotomy and the “dewelection” theory (Borjas and
Bratsberg, 1996) on return migrants may not prgpedpture all the dimensions at
stake in migration and return migration. In the ecad China where particular
institutions impose strong constraints on individuafamily choice, our findings point
to the importance of accounting for both econonmid aon-economic determinants of
migration duration to analyze the dynamics of mtigra In that, they contribute to the
literature on migration by stressing the importantesing a “family unit” framework
in modeling return migration decision mechanisms. Bajic (2008, p. 483) argues,
“one of the shortcomings of the existing literatigethat, in explaining decisions
related to return migration, it focuses primarily ¢he individual migrant, rather than

on the family unit

Moreover, as internal migration is the main engihearbanization in China (Wang and
Cai, 2009), understanding the factors that explanations in migration duration is
important for designing optimal migration and urbdevelopment policies. As
discussed above, one of the key issues regardiggation duration in China lies in the
prevailing “involuntary” separation of migrants atigeir left-behind children, as a
social consequence of the restrictions imposedhleyhtikou system and education
policies. Children undoubtedly need physical andntalecare from their parents.
Therefore, a direct implication of our findingstigat including migrant children into
the local urban education system and allowing thernake higher education entrance
exams in the places where they have attended s;hweolld certainly contribute to
freeing choices for migrants to migrate and sedibevn in cities. This would not
necessarily entail a full reform of tHaukou system but rather the access to public

services not being tied anymore to the househgidtration place.
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Appendix 3.1 Discrete time proportional hazard estnates

(controlling for unobserved heterogeneity)

Model1 Model2 Model 3
Baseline hazard (log spell month identifier) 0389 0.429°  0.371
(0.000)  (0.000)  (0.000)
Age at migration 0.0452° 0.0472° 0.0327"
(0.000)  (0.000)  (0.002)
Married (=1) 0.239 0208  0.459
(0.412)  (0.480)  (0.093)
Female (=1) 0.655 0578  0.664
(0.002)  (0.004)  (0.001)
Years of education 0.0378 0.0516 0.0321
(0.299) (0.145) (0.319)
Occupation before return (wage worker=1) 0.261 0.346 -0.168
(0.216)  (0.115)  (0.470)
Log average rural per capita annual net income4Z0D8) 1.068 0.889°  1.286"
(0.118) (0.010)  (0.000)
Household size -0.3287 -0.324" -0.371"
(0.000)  (0.000)  (0.000)
# children (<16) at migration 0.521
(0.002)
Increased number of children (<16) during migrageh)  0.964
(0.001)
# sons (<16) 0.902”
(0.000)
Increased number of sons (<16) during migration) (=1 1.271°
(0.000)
# daughters (<16) 0.447
(0.062)
Increased number of daughters (<16) during mignatid.) 0.81%3
(0.021)
# children (<6) at migration 0.992”
(0.000)
Increased number of children (<6) during migraiieh) 1.494"
(0.000)
Constant -17.017 -16.99° -18.52"
(0.004)  (0.000)  (0.000)
Number of person-month observations 21869 21869 6218
Log likelihood -734.7 -730.7 -735.1

Source Wuwei 2008 Survey
Notes:p-values in parentheses < 0.10,” p < 0.05,  p < 0.01Due to a convergence problem in
the estimation for the constant, we do not repatehthe results of the model that
corresponds to Model 4 in Table 3.3.
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Appendix 3.2 Questionnaire for rural household surey (2008)

In order to better understand the current situatiorural migration and development, we conducs thirvey for academic research concerning the issue
migration, employment and production in rural ardlease answer the questions faithfully and Hedpenumerators fill out the questionnaire according
the actual situation of your family and your owniropns. We will keep your data confidential as reed by the Statistics laws. Thank you for your
cooperation.

Demographic Institute

East China Normal University

21/July/2008
Household code
Place of residence Province County (city) (Xian) Town (Zhen)(Township) (Xiang) Village (Cun)
Name of the householder Telephone Number Place of visit
Commenced in: 2008(year) ___ (month) (day) _(hour) (minute). End in: 2008(year) _(month) (day) ___ (hour) (minute).
Name of enumerator Telephone number Signature (enumerator)

Notes for enumerator: If the question has nothinda with the informant, please fill in “0” in tH#ank; if the question is directed to the informaiio does
not have the answer, do fill nothing in the blankl &eep it vacant.

PART 1 GENERAL INFORMATION OF THE HOUSEHOLD AND TH E MEMBERS IN THE HOUSEHOLD

(Notes: 1.Please keep the code consistent; 2. Inquitbalnembers, including registered members and ptrananent residents)

A. Basic information relating to the household andts members

Notes: 1.Household is defined as a unit of family. The mershof a household live in the same residence, taiaia single economic unit and share the
same household registratidh.In this survey, the rural population is dividedoitévo groupsmigrants andnon-migrants. Non-migrants are those who have
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never migrated out of the local county. Migrants #rose who have the experience of migration, diofylout-migrants, who have left outside of the county
for at least six months by accumulation and atkevatirking outside, andeturnees, who have at least 6 months of working experiemmtaside of the county
and have returned already. People who have fixed gut of their counties, but return for family itgsor vacations are also considered as out-migrant
Returnees are further divided into two groups:tdraporary returnees and thepermanent returnees In this survey, temporary returnees refer to ¢hos
returnees who will migrate again with a clear decisvithin 6 months; otherwise they are considexrggermanent returnees

1. Codes of family members A01[1]2[3]4]5]6|7]8

2. Household size (number of people in the housgiol2007 A02

3. Relationship to the householder
1). Spouse; 2). Child; 3). Child-in-law; 4). Sildin5). Parent; 6). Parent-in-law; 7). Grandpar@)t; Grandchild; 9); A03
Grandchild in law 10). Uncle or aunt; 11). Nephawizce; 12). Others

4. Is the subject person present when the interigaarried through? 1) .Yes 2). No A4
5. Gender: 1). Male; 2). Female; A05
6. Age A06
7. Marital status : 1). Married; 2). Single; 3)vDiced; 4). Widowed AQ7
8. Are you an ethnic minority? 1). Yes; dp; A08

9. Choose one to describe your health conditiompared with your peers

1). Very Healthy; 2). Healthy; 3). So-so; 4). B&j)l; Very bad AD9

10. Are you a member of the Communist Party? @&$.2). No; Al10

11. Your highest educational level

1). Junior college or above; 2). Professional sth®p Middle level professional, technical or vtioaal school; 4))
Senior high school; 5). Junior high school; 6).rdrmre years of elementary school; 7). 1-3 yearsl@fhentary school;
8). llliterate

All

12. How many years of schooling has each housaheldber received? (not including years spent onatépgea grade

or years taken off from school Years) Al2

13.Current type of registered permanent residence
1). Urban residence registered in the resident @ty Urban residence registered in the other @tunty); 3). Rural A13
residence registered in the resident city (courty)Rural residence registered in the other @tycpunty)
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14. (A13=1, 2) If you have your registered resideenbanged from agricultural residence to non-aditical residence

. . . . i Al4
which year did you obtain your non-agriculturalidesice? (year)
15. (A13=1, 2) If you have your registered resigdeohanged from agricultural residence to non-aditical residence
how did you obtain your non-agricultural residence? ALS
1). Enrolling into college or university; 2). Jang the army; 3). Becoming a cadre; 4). Land expatipn; 5). Purchasing
a house in the urban area; 6). Other ways (plaéaeeckpar indication)
16. Current status of the informant /the subjecsqe
1). Wage worker/family farm labor/domestic cottagdustry/self-employed; 2). Unemployed/ looking farjob; 3). ALG
Retired; 4). Full-time homemaker; 5). Disableduied or had chronic diseases, unable to work; 6lj-tifne student
(please answer question 17); 7). Dropped out; 1@:-sehool child; 9). Others
17. (A16=6) Where do you have your schooling as@nt?
1). The county town in the local place; 2). Towawnship or the village in the local place; 3). limer places with my A17
parents; 4). In other places alone; 5). Else (plgage clear indication)
18. Have you been a migrant worker before?
1). Never; 2). Yes, temporary returnee (includiegsonal migrants); 3). Yes, permanent returneeQd)-migrant at A18
present (including those who are currently at héone short visit with fixed job outside the county
19. (A18=1) What is the main reason that you haxenmigrated?
1) old age; 2) illness or disabled; 3) worried éoumable to find a job outside; 4) have to lookrafihe family ( old peoplé AL9
and young children); 5) in charge of local businé3sat school; 7) pre-school children; 8). Haves§iad job in the loca
area; 9). Others (please give clear indication)
20. (For non-migrant labor) Are you planning to grate in the future? A20
1). Yes; 2). No; 3). Hard to say; 4). It depends
B. Household assets and liabilities at the end 00@7 (Yuan)
1.Total usable area of your house (square metkitsgla shared house, please calculate the drgauo household) BO1
2. How many rooms are there in your house (exddditchen, the bathroom and the toilet) B02
3. Which year did you build your house? BO3
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4. How much did it cost? Yuan BO4
5. Estimated the present market value of privaveyped houses B0O5
6. Where does the drinking water come from: BO6
1). Tap water; 2). Well; 3). River; 4). Spring; Bthers
7. Total amount of land possessed by the houseéh@d07 BO7
8. All farm land used by the household in 2007 BO8
of which (1) contracted land B08-1
9. All the production materials you owned by the ef 2007 B09
Of which  1). Reaping machines B09-1
2). Tractor B09-2
3). Truck B09-3
4). Sprayer B09-4
5). Water pump B09-5
6). Else (please give clear indiaaio B09-6
10. All the number of durable consumables you owmethe end of 2007 B10
1). Motor cycle B10-1
2). Electrical bicycle B10-2
3). Bicycle B10-3
4). Color television B10-4
5). Washing machine B10-5
6). Refrigerator B10-6
7). Air conditioner B10-7
8). Micro-wave oven B10-8
9). Automobile B10-9
10). Computer B10-10
11.Total household debts at the end of 2007 B11

108




C. Household income at the end of 2007 (Yuan)

Income types

1. Income from family agriculture activities co1

Of which 1). planting and farming C01-1
2). husbandry and fishery C01-2
3). other agricultural activities C01-3

2. Income from family non-agriculture operation (Btonot include the remittances of the migrant woskand the savin
brought back by the returnees)

=02

1). income from wage employment C02-1
2). non agricultural self-employment C02-2
3). others(domestic cottage industtyexample: weaver) C02-3

3. If there are migrants (including the outgnaints and the returnees) in the household in 20@7total income from tf
migrants:

C03

Of which 1).remittances from the migrant warke C03-1
2). savings brought back C03-2

4. Other incomes Co4
Of which 1). farmland subsidies from the goveemt C04-1
2). other subsidies from the governniplease indicate) C04-2
3). Income from renting out the land C04-3
4). Gifts income from relatives and friends C04-4
5). Income from renting out other assets C04-5
6). Income from interest, dividends C04-6
7). other important income (please indicate) co4-7

5. Gross household income C05
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D. Household expenditure at the end of 2007 (Yuan)

Expenditure types
1. Household total expenditure on food (except foamiuced by the family) Do1
Of which  1). staple food DO01-1
2). non-staple food D01-2
2. Household total consumption expenditure on aigth D02
3. Expenditure on health D03
4. Expenditure on transportation D04
5. Expenditure on communication D05
6. Expenditure on education D06
7. Expenditure on housing (purchasing, constructieparation or decoration) D07
8. Expenditure on purchasing durable goods (furajtelectric equipment etc.) D08
9. Expenditure on gifts and other donation D09
10. Expenditure on weddings, feast for great eyémtsbirthday, funeral, etc. D10
11. Other important expenditure (accident etc.) D11
12. Household total expenditure on consummation D12
13. Expenditure on household productive inwesit (purchasing farm machine tools, machinery aodstructingD13
workshops etc.)

PART 2 THE MIGRATION EXPERIENCE

Note: The following questions are only for the migraast-migrants and returnees). The informationholse out-migrants will be given by the head of the
household or the other household members in caséhd out-migrants are not present at the moment.

E. Work experience of pre-migration

1.1.D. codes of the informant EO1

2.0Occupational category EO02
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3.Economic sector EO3
4.0wnership of work unit EO4
5.Location EO5
6.Since when EO06
7.The duration of the work EO7
8.The average monthly income in the last year EO8
Note: The specific work is:
F. Basic information during migration
1.1.D. codes of the informant FO1
2. Which year did you migrate for the first timegy)? FO2
3. Why did you choose to be a migrant worker? FO3

1). to make and save money for specific wantd@itd a new house, get a wife, pay for the kids’
education or open a business); 2). to see the wrlidarn skills and technologies, and to increage
own human capital; 3). taking care and accompanfangly members who have already migrated;|4).
else (please give clear indication)

Qualitative guestion13-1 where is your first working place outside? FO03-1

3-2 why did you choose thecplaDid you find any advantages in that plage?03-2

4. Total years of being a migrant worker (if itlé&ss than a year, please give clear indicatiorhef 04
number of months)
5. How many times on average did you return homensou were working outside? FO5
6. Generally, at what times you choose to retumméd 1). at spring festival; 2). in the farming sees| FO6
3). on other holidays and festivals; 4) having pecsfic time limit (I return home when | want to pr
when there is need to return)
7. How long do you stay at home every time yourrétu FO7

Questions 8-11 are for the out-migrants
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8. When did you return home last time? Year

F08-1

Month day

F08-2

9. Why did you return last time? 1) sickness of omyn; 2) sickness of the others in the household;

taking care of the children; 4) taking care of lilmgal business and the agricultural productionps}he
spring festival and visiting the relatives; 6) it like the urban life or the job at that moméfjtio
get married, to attend a blind date, or to buittkey house; 8)fired by the employers and couldindt
job; 9) end of the contract; 10) others

10. Do you have the plan to return and work in ybametown? 1) Yes, recently (please answer
question number 11); 2) Not at present, but withedback in the future; 3) No; 4) Not sure

the0

11. If you want to come back home, what is yousoe&

1). Could not find appropriate working opportursti). End of the contract; 3). Do not want to &e
away from home and taking care of the family; 4)d @ge; 5). Bad health; 6). There are work
opportunities in the hometown; 7). Problems of sesged permanent residence; 8). Else (please
clear indication)

F11

ng
give

12. If you do not have plan to return at presenhahe future, then what is the main reason:

1).there is appropriate job in the places whes&gy; 2). hope to earn more before return home
Hope to learn more skills and accumulate more éapees; 4). plan to stay there permaner
5).others( please note)

F12
3).
tly;

G. Work experience during migration

Qualitative question Z501. Please recall your major working experienbenvyour are a migrant worker (including time, lbmaand specific work you did)
Note: For returnees with less than three time®bfghanges during the migration, please tell ug yarking experiences according to the time oréer.
returnees having more than three times of job absudgring the migration, please tell us your fiostduring the migration, the relative importari jand the
last job before your return. For out-migrants wéks than three times of job changes during theatian, please tell us your working experienceetiog
to the time order. And for the out-migrants morartlthree times of job changes during the migrafiegse tell us your experiences of the first ntigrgjob,

the relative important job and the current.
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First migration job

02. 1.D. codes of the informant GO02
03. Occupational category GO03
04. Economic sector G04
05. Ownership of work unit GO05
06. Location (Note: please choose the code fortype of location and the detailed name of (@06
location)

07. The characteristic of employment GO07
08. Time spent on looking for the job (months) GO08
09. The way of finding the job G09
10. Since when G10
11. Duration of the work (year) G111
12. Average monthly income of the first year (Yuan) G12
13. Average monthly income of the last year (Yuan) G13
14. Training or not G14
15. Training type G15
16. Training duration (month) G16
Qualitative question 317. What did you get from this job besides mategwards? G17
Qualitative question 4.8. What is the main reason for you to leavejth® G18
Second migration job (or relative important job)

19. 1.D. codes of the informant G19
20. Occupational category G20
21. Economic Sector G21
22. Ownership of work unit G22
23. Location (Note: please choose the code fortype of location and the detailed name of @23

location)
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24. The characteristic of employment G24
25. Time spent on looking for the job (months) G25
26. The way of finding the job G26
27. Since when G27
28. Duration of the work (year) G28
29. Average monthly income of the first yea (Yuan) G29
30. Average monthly income of the last year (Yuan) G30
31. Training or not G31
32. Training type G32
33. Training duration (month) G33
Qualitative question 534. What did you get from this job besides mateeaards? G34
Qualitative question 85. What is the main reason for you to leavejth® G35

Third migration job (note: current job for the out-migrants and trst jab before return for the returnees)

36. I.D. codes of the informant G36
37. Occupational category G37
38. Economic Sector G38
39. Ownership of work unit G39
40. Location (Note: please choose the code fortygpe of location and the detailed name of &40
location)

41. The characteristic of employment G41
42. Time spent on looking for the job (months) G42
43. The way of finding the job G43
44. Since when G44
45. Duration of the work (year) G45
46. Average monthly income of the first year (Yuan) G46

47. Average monthly income of the current (thet fivalf year of 2008, for the out-migrants) or the47G
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last year (for the returnees)
47-1 How much do you spend on the life expenditutside? (%) G47-1
47-2 How much do you send home? (%) G47-2
48. If you have been working in your local commuriitstead of migration, can you estimate ho@48
much you could earn monthly in average?
49. Training or not G49
50. Training type G50
51. Training duration(month) G51
Qualitative question 752. What did you get from this job besides mateswards? Gbh2
Qualitative question &3. What is the main reason for you to leave|t® G53
54. On what the remittances are used by the family@a@a arrange the relative three main ways) 1).
Daily expenditure (food and clothes); 2). Housirgr(struction, the reparation etc.); 3). Durabfe54
goods (TV, air-condition, refrigerator, laundry rhane etc.); 4). Education of my children; 5).
Supporting my parents; 6). Investment on the altral production (purchasing tractors, hiring
labors and buying fertilizer, pesticides etc.); Ifyestment on non-agricultural production; 8).t&|f
for relatives and friends; 9). Others (please giear indication)

H. Return reason (The following questions are fortte returnees only)

1. 1.D. codes of the informant HO1
2. How long have you returned home? (Mor(tihste: please indicate the year you returnet)02
Qualitative question 93. What was your reason to return home? HO3

Qualitative question104. When you were working outside for the first tinded you think about HO4

when would you return home? During your migratidid the thought of when would you come

home ever come to you? When did you begin to miagalécision of return? What pushed you back
home? Why didn’t you choose to work outside foresalymore years, and why did you choosg to
return home just at that time? After you have deditb return, did you make any preparations far it,

like working harder to accumulate some capitatartact some local industry etc?
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5. Which of the following factors you have takemoirtonsideration when making the decision

of

return home? (score them from 1 to 10 to desctieeimportance they take in influencing yqur
decision )

Push HO5
1). No appropriate working opportunities out th€lew payment, bad working environmentd05-1
instability of your job, end of your contract, gtc.

2). A high subsistence cost out there HO5-2
3). Separation with the family HO5-3

4). Do not have a registered permanent resideree thnd being excluded from most of so
securities

CiBl05-4

5). Old age (or health problems) HO5-5
6). Feel excluded by the local people there HO5-6
Total push score HO5-7

Pull

1. There are good opportunities for working andziog out in my hometown (high income, go
working environment, etc.)

DEHO05-8

2. Lower subsistence costs in my hometown HO05-9

3. Able to unite with my family HO05-10

4. There are social connections and resource$ dmatfamiliar with HO5-11

5. The living style of my hometown HO05-12

6. All kinds of policy supports offered by the lbgavernment to attract returnees HO5-[13
Total pull score HO05-14

Qualitative questions 11:8Vhen you were a migrant worker, did you come acdifésrent kinds of]
handicaps because that you did not have registesadence in your working city? For example,
moment you were looking for a job, in your work q@a or in your daily life there? What oth
embarrassments occurred to you for the reasornythatdid not have a local residence? Did th

HO6
the
er
pse

elements affect your decision to return home? i§ipossible to change you and your families
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registered residences into residences registergmun working place (like Shanghai), will yau
make efforts to stay there instead of return home?

07. How much accumulated capital did you have wiwnreturned home? EQ7

08. On what did you use the money? (Please idetiife items and arrange them quantitatively) E08
1). Daily expenditures (food and clothing); €pnstructing, repairing or decorating house;|3).
Purchasing durable consumables like TV, refrigeratio conditioner and washing machine, etc.;|4).
Education of children; 5). Supporting parents; Blvestment on agricultural production, like
purchasing machineries, hiring labors and buyindilizers and pesticide; 7). Investment pn
non-agricultural production (please give clear dation); 8). Gifts for relatives and friends; 9).
Others (please give clear indication)

Qualitative questions 12H09 Now you have returned home, did you realizedireams you had when you became a migrant workereffample: to
improve the economic hardship of the family, torteakills and technology)? Besides improving thmifg economy, what other influences did your
experience as a migrant worker have on you? Moséipe influence or more negative influence? Whatthey?

Positive influences:

Negative influences:

I. Work experience after returning home

Qualitative questions 181 please recall your working experience since sgiurn home (including work time, location anédfic job you did)

Note: 1. The following questions are only for the rekes. If the returnees have more than three timg#hafhange experiences after return, in the fam f
“first job,” please fill in your first job after yoreturned; in “the third job,” please fill in yopresent job, in “second job” please fill in whaiuybelieve as an
important working experience. If the returnees hags than three times of job change experiendeas@ mention the jobs you did after return acogrdd
the time order. 2. Primary job and the secondamnaje defined according to the level of incomemfibe work.

First job after return

2. 1.D. codes of the informant 102
3. Occupational category 103
4. Economic Sector 104
5. Ownership of work unit 105

117



6. Location (Note: please choose the code for ype pf location and the detailed name of the6
location)

7. The characteristic of employment 107
8. Time spent on looking for the job (months) 108
9. The way of finding the job 109
10. Since when 110
11. Duration of the work (year) 111
12. Average monthly income of the first year (Yuan) 112
13. Average monthly income of the last year (Yuan) 113
Qualitative questions 1414. What did you get from this job besides mategwards? 114
Qualitative questions 135. What was the main reason for you to leavejtii® 115
Second job after return

16. I.D. codes of the informant 116
17. Occupational category 117
18. Economic Sector 118
19. Ownership of work unit 119
20. Location (Note: please choose the code fortype of location and the detailed name of tH20
location)

21. The characteristic of employment 121
22. Time spent on looking for the job (months) 122
23. The way of finding the job 123
24. Since when 124
25. Duration of the work (year) 125
26. Average monthly income of the first year (Yuan) 126
27. Average monthly income of the last year (Yuan) 127
Qualitative questions 1628. What did you get from this job besides mateewards? 128
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| Qualitative guestions 129. What is the main reason for you to leavejtti§ 129 | | | | | |

Current job

I.D. codes| Occupatio | Economic| Ownership | Location Monthly Time spent The way of| Since when| On On average

of the| nal Sector of work | (Note: please income in looking | finding the| 138 average, how many

informant | category | 132 unit 133 choose the (Yuan) for the job| job how many| hours do

130 131 code of the I35 (days) 137 days dol you work
type of the 136 you work | per working
location and per year? | day?
the  detailed 139 140
name of the
location)
134

P S P S P S P S P S P S P S P S P N P
41.Codes of the informant 141
42. Do you have plans to be a migrant worker again? 142
1). Not recently; 2). Yes, recently; 3). Alwayg; No, never; 5). Not sure

Quialitative questions 1843 why? 143

44. Are you satisfied with your present work (orpexds like income, working |44

environment, etc.)? 1). very satisfied; 2).satifi8).relatively satisfied; 4). just so

s0; 5). not satisfied (please note the reason)
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PART3 HOUSEHOLD WORKING AND PRODUCTION CONDITION

J. Working condition of non-migrants

Note: this part is designed for those non-migrantsidibice in the household (excluding people withélperience of being a migrant worker)

codes of the informant

Job categories (Primary or Secondly)

S

S

S

(da)

Ul

Job title (please note down)

1. Employment type: 1).self-operator (self-emploptmendividual enterprise, enterprise owner); 2301
Farm labor; 3). wage worker (hired by others); dnéstic cottage worker(weaver)

2. Economic Sector: Jo2
3. Ownership of work unit: JO3
4. Ownership of work unit: Jo4
5. Location:1).local village; 2).local town/townphi3).other villages in the county; 4). county @nt jo5
6. Which year did you begin this job? JO6
7. On average, how many days do you work per year? JOo7
8. On average, how many hours do you work per wgrkiay? JOo8
9. Monthly income (Yuan) J09

10. (For the family having migrants): did you ewdrange your occupation since your fam
members had migrated? 1).Yes 2).No

10

Qualitative question 19
11. (ask J10=1) What kind of occupations did youehiaefore and after the migration of your fam
member?

ily11

12. (ask the family having returnees) did you esxteginge your occupation since the return of y
family member who had been working outside? 1).YsNo

i

Qualitative question 20:
13. (ask J12=1)What kind of occupations did youehbhefore and after the return of the migr
workers in your family?

adfl3
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K. Self-employment

Note: in this survey, self-operator includes adtioal and non-agricultural self-employed, individubusiness or private enterprises. There are three
possibilities: self-employed out-migrants; self-éoyed non-migrants; self-employed returnees.
Codes of the informants in AO1 112/3(4|5|6
1. Which year did you begin your self-employmehe(present one)? (year) K01
2. What kind of enterprise activities do you engmge
1). Self-employment; 2). Individual enterpri8; Private enterprise
3. What is the specific area of your business?adelehoose and identify the type of business)
1). Agricultural products; 2). Manufacturing;. Jransportation; 4). Retail; 5). Other kinds ofvéee industry; 6). Othef KO3
kinds of business

K02

4. Why did you choose to be self employed (motorgt?
1). to make more money; 2). more freedom; 3). viariie a boss myself; 4). ambitious to achievemenelse (please givek04
clear indication)

Qualitative question 21

5. Why did you choose your current sector of bussfle KOS
6. Total employees in your business? K06
7. How many employees do you have besides theyangmbers of your household? Ko7
8. Where is the location of this enterprise acti¥it) rural areas in the county; 2) the townshipiee 3) the county town 4 ‘KO8
migrant working place (please give clear indication
9. What is your total initial investment? (yuan) K09
10. How much was borrowed in your investment? (yuan K10
of which (1) How much is from Bank or credition (yuan) K10-1
(2) From Rural financial cooperatinstitution (yuan) K10-2
(3) From Private loans (yuan) K10-3
(4) Others (yuan) K10-4
11. If you got private loans, the main lender wasry K11

1) family member or relative; 2) neighbor; 3) scinaate; 4) colleague; 5) fellow villager; 6) others
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12. If you got loans from Bank or credit union,roral financial cooperative institution, did yougrgonal social network he
obtaining the loans? 1) Yes; 2) No.

P12

13. If you are the returnees, then how much ofrihestment was from the capital accumulation dutirgmigration?(yuan)| K13
14. What scale are your assets at present? K14
14-1. of which the present value of the productixed asset(yuan) K14-1
15. Your taking in the year of 2007 K15
16. Your retained profits in 2007 K16
17. Average monthly salary of a common stuff K17

The following questions are for the self-employamsong the returnees:

Qualitative question 22.8. Did you have the thought of returning home and ogmir own business the moment of your f
migration? Did you get the idea during the mignatiw after your return?

"¥18

Qualitative question 239. If you have had the thought of returning home terogour own business the moment of your

first migration, then is it right to say that thegnation is a way for you to prepare your openifidoasiness (including th

1)

accumulation of capital, knowledge and connectidfi® your choice of jobs outside related to thesesiderations? To whatk19

degree did your experience of a migrant worker rioute to your present business? If you have nbgen a migrant workey,

would you still choose to open your own business?

Qualitative question 220. What in your hometown attract you to carve out Addel the “phoenix back to nest” program
the government have any great influence on youisidgcto return home and make your own busines&zifigally, what
benefit did you get from this program for you taap/our own business?

of
K20

Qualitative question 221. During the process of opening your own businesstwiere the thorny problems, for examg
short of capital, labor, your own personal capgbilihe expansion of commercial connections, tHatioamship with the
government, etc.?

le,
K21
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Notes:

1. Occupational category: 1). Farm labor; 2). Ordinary worker (unskilled werk 3). Skilled worker: carpenter, electriciarpitade, mechanic, machine
operator, plumber’s mate, painter, steelworkenmtler, weaver, welder, etc; 4). Professional orri@zth worker: doctor, nurse, technician, engintsacher,
other professional workers; 5). Enterprise managersiff: management stuffs in state-owned entsegritownship enterprises, collective enterprisés;
Cadres or personnel in state organs (village caolaship cadre, cadre in party and governmenitinisins); 7). Workers in service industry: cooketiyer,
dressmaker, hourly paid worker, waiter (in restat)yaand other service workers;  8). Employerf{eeiployment, individual enterprise, private entesg);

9). Others

2. Economic sectors: 1). Agriculture (planting/husbandry/fishery); 2)dawating industry; 3). Manufacturing; 4). Architect industry; 5).
transportation/communication; 6). Commerce/restaiy7). Logistics; 8). Service industry for protlan and life (e.g. finance insurance, real estaiiblic
utility, tourism, consultation, and other technat@d service industries); 9). Service industry ifoproving the standard of science and culture dkagethe
quality of citizens (e.g. education, culture, broasting and television, scientific studies, samitatphysical education and social welfare, ettQ),. service
industry for social public demands (state orgaastypand government institutions, social organa@adi the army and the police, etc.); 11). Elseagt give
clear indication)

3. Ownership of work unit: 1). Farming household; 2). Self-employed 3). Indiindl enterprise 4). Private enterprise; 5). Towmshi village collective
owned enterprise (including ownership changed pritar); 6). State-owned enterprise or institutigh; Government offices 8). Collective enterprise 9)
Sino-foreign joint venture; 10). Foreign investegprise; 11) other kinds of enterprise or instdnfi12). Out of work or jobless

4. Location: 1). In the home village 2). In the town within tb@unty 3). Other rural areas within the county;. )e county town; 5). In the rural areas out
of the county, within the province; 6). In the aurareas out of the province; 7). In the urban sareat of the province; 8). Capitals of provinces,
municipalities

5. Characteristic of employment:1). Permanent employment in enterprises or ingtiu(including public servants and government adstiators); 2).
Long-term contract; 3). Short-term contract or tenapy contract; 4). Self-employment or private bess; 5). Casual labor; 6).Others (please give clea
indication)

6. Ways of finding the job: through 1). Local government departments; 2). Censimal employment services; 3). Want advertiseméht,Direct apply
(including the examination); 5). Friend, relativeslows villagers, the acquaintance etc.;

7. Trainings: 1).Yes; 2).No

8. Training type: 1). Directly related to the occupation; 2). Othirds of trainings (foreign language, the compudexing etc.)
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Appendix 3.3 Questionnaire for village survey (2008

The date of the survey

Commence at: 2008(year) __ (month) (day) (hour) (minute)

End in: 2008(year) __ (month) (day) (hour) (minute)

Town (township) name

Administrative village name Number of natural villages

Major natural village names
The identity of the informant

A Population in 2007

01. Number of households in the village

02. Number of households engaging in the agricailfproduction

03. Total population

04. Number of the labor force

(Note: a labor force refers to people over 16 years @ld has a job or is hunting for a job)
04-1 the proportion of non-agricultural labors

B Geographical condition

05. The distance with the town (township) governimnen kilometers
06. The distance with the county government kilometers

C Infrastructure in the village in 2007

07. Are there regular buses in the village? €Y 2)no
If yes then: 07-1 how many buses pass the vikagey day?

If no then:
What is the distance of the nearest bus statian fhe village?
07-2 kilometers
07-3 minutes (by walk)
08. Number of households having the telephoneygiet the mobile phone):__households
09. Are there medical care institutions or cliriicshe village? 1) Yes 2) no
10. Are there regular bazaars in the village 1)Yes 2)no
if yes then 10-1 times weekly 10-2 dates obdmaar

10-3 location of the bazaar
11. Where does the drinking water come from invihege?

D Population movement

12. Number of households who have moved away fhanwvillage since 2000:

13. Number of people who have moved away fronviliege since 2000:

Note: the “move away” here indicates those (householdsdividuals) who have left the
village for more than one year without intentiorréturn. They should have some features, for

124



Left-behind children and return decisions of rumlgrants in China

example, they changed their registered resideratd,tee house or rented out the house for
long terms or bought house in the destination Gneduding movement for reasons of marriage
and schooling)

14. What are the main destinations areas (pleasgeraccording to the number of people
move there)
15. The main reason for leaving the village
16. Number of people who have moved into the gillaince 2000
17. The main reason for moving into the village

Note: to move into the village means that people whadbhave registered residence in the
village move into the village and settle down pemaraly (including movement for the reason
of marriage)

E Emigration in 2007

18. Number of persons who have migrated for workintgide of the county in 2007
19. Where are the main destination areas of theamigvorkers?
20. Through which way do the migrant workers fihdit jobs?
21. Male migrant 21-1 number of male migrants
21-2 average age
21-3 main occupation
22. Female migrant: 22-1 number of female migrants
22-2 average age
22-3 main occupation

F Refluence of homecoming

Note: In this survey, returnees refer to people whowarked outside the county for more than
half a year, who have already returned and haveefiaite plans to work outside again
within half a year (including people who have atheatarted working in the local place
or who haven't found a job yet)

23. Number of persons who have returned from rtigrasince 2000
24. Male returnees: 24-1 number of male returseges 2000
24-2 average age
24-3 main occupation
25. Female returnees:
25-1 number of female returnees since 2000
25-2 average age
25-3 main occupation
26. Number of persons who have returned from rtigran 2007
27. What are the main reasons for return?
1). to carve out; 2). taking care of the familyildten, wife and parents; 3). getting married
/attending a blind date / building a new housep#).age; 5). else (please give clear indication)
28. Number of people who have opened their owimieases after return since 2000:
28-1 how many females
28-2 how many males
Note: people who have opened their own businesses @feedple who are self-employed in
all kinds of agricultural or non-agricultural opgoas, or in individual businesses or private
enterprises.
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29. The major areas people choose to open theitbosimesses

G Economic condition in 2007

30. Per capita income in 2007 yuan

H Agricultural activity in the village in 2007

31. Total cultivated land in the village in 2007 mu
Of which, 31-1. Plainland mu
31-2. Hillside fields ___mu

31-3. Irrigated land_ mu

32. Total land in 2007
32-1. per household mu
32-2. per capita mu

33. Contracted land
33-1. number of households who hardracted land till 2007
33-2.  contracted land per household nol
33-3.  the major crop is/are

I Non-agricultural production in the village

Enterprise Ownership| Sector Year of Number of Average wage
code 35 36 establishment employees (yuan
34 37 38 39

Ownership: 1. private enterprise 2. non-agricultural individuenterprise 3. collective
enterprise 4.township enterprise (including owngrsthanged enterprise) 5. state-owned
enterprise  6.sino-foreign joint venture 7. Foneigvested enterprise

Sector: 1. planting, husbandry, fishing2. forestry 3. excavating industry 4. manufactyrin
industry 5. architecture industry 6. transportation & communications  7.commerce &
logistics 8. restaurants & catering 9. financem8urance 10. others

Qualitative questions

Town (Township)
Administrative village Numbers of natural villages
Major natural village names

Identity of the informant

1) Any great changes happened in the village inptst few years? Is there any improvement
of the villagers’ living standard? Generally sp@akiare those families with migrant workers
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richer than those without migrant workers?
2) How much does it cost to build a new house émtage?

3) Is the village quiet most of the time, since maiflagers have gone out to work? What time
in a year is the most joyful? When the migrant veoskcome back usually?

4) Are there any migrant workers in your villageanhake great fortunes, or, are there any role
models among those migrant workers for the villager

5) Have you ever worked outside? Are there any anigworkers in your family?
6) What kind of work do the rich families occupy sty in this village?

7) When did the rural exodus occur in the villagé®en did the tide of back home begin?
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IV Return migrants: The rise of new
entrepreneurs in rural China

4.1 Introduction

China’s rapid economic development and governmeiity changes towards higher
inter-regional labor mobility have encouraged a snesrural-urban labor force exodus
since the mid-1980s. The National Bureau of Staiststimated the total number of
rural migrants working in cities at about 145 noiflias of the end of 200®4tional
Bureau of Statistics of China, 201@stimations also indicate that among the rurabia
force, every fifth person is a rural migrant, arwhtt about one-half of the rural
population lives in households with one or morenanig) workers.

The migration phenomenon in China has several f@etids that make it specific
compared to international experiences. First, iargely an internal movement, from
rural to urban areas, and given the size of then€da population, flows of rural
migrants to cities are taking place on a massivalescSecond, the migration
phenomenon itself has been shaped by strong imstih constraints, including the
complex and inter-related systems of householdstegion Hukoy®" and rural land
tenure. Most rural migrants working in cities stiibld a ruralhukoy and as a
consequence, they are denied access to urban seeif@re, including healthcare,
schooling for their children, social insurance,. ééowever, their rurahukou entitles
rural migrants the right for arable land in theatige villages, and as such plays the
role of a safety net by “protecting them from belagdless, jobless and homeless”

% This chapter is forthcoming ikVorld DevelopmentDOI:10.1016/j.worlddev.2011.04.027, October
2011, 39(10)). It is co-authored with Sylvie Dénmaenr§GATE Lyon Saint-Etienne).

> The household registration system, established 968, imposes that every Chinese citizen is
registered according to her place of residenceamersusurban) and occupation (agricultunadrsus
non-agricultural). It is a “de facto internal pasgpsystem” (Knight & Song, 2005) that confers eiiéfnt
legal rights to residents. In villages, residents given rights to land for farming and housing lehn
cities, residents are given rights to a packagmoial benefits and access to urban jobs.
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(Huang & Zhan, 2005, p. 79). These administratiagibrs to permanent settlement in
cities tend to make rural migrants more likely @b maintain close ties with their
village of origin and return to their home commuynitithin several years. A large part

of rural migrants in China are therefore temporargrants.

Temporary migration can take various forms depemdim whether or not the migrants
settle back permanently upon return. Seasonal roular migration, with back and
forth movements between rural and urban afe#s a somewhat well-documented
phenomenon in China, with a number of studies fogu®n issues such as the
determinants of migration decisions (Hare 1999;azh899a, 1999b; Zhu 2002) or the
impact of migrant remittances on rural developm@ites 2006; Rozellet al. 1999;
Taylor et al. 2003). As rural-urban migration itself did not acon a large scale until
the mid-1980s, return migration with permanent tttsaent in home areas is a much
newer phenomenon that still needs to be exptarédthough there is no systematic
estimation of the actual number of return migraitover China, various estimations
converge towards about one-third of all migrantwidg returned to their home
community by the end of the 1990s (Murphy, 2002a&2002). A research project led
by the Chinese Ministry of Agriculture from 19972001 indicates that return migrants
represent about 6.3% of the whole rural labor fand 28.5% of the total migrant
population (Gao & Jia, 2007). It also highlightsiaareasing trend to return, especially
after the mid-1990s.

As pointed out by Laczko (2005), research on irgkemigration and its impact on the
development of source communities has somewhat édgrsed by the twin debate on
international migration. Nonetheless, following thenewed interest on this issue
fostered by the New Economics of Labor MigratiorE{(W) literature (e.g. Stark &

Bloom, 1985), there is a mounting agreement oncttenels through which internal
migration can actually contribute to rural devel@mn Migration can be viewed as a
strategy for rural households to diversify inconmirses so as to reduce income
variability (Ellis, 1998). In this context, remittees sent by migrants to their rural

%8 The usual return period for rural migrants in Ghis the Chinese New Year break during which rural
migrants return to their hometown for a short siafore leaving again.

9 A few papers have studied return migration andhijsact on sending communities, mostly with data
collected on specific areas at the end of the 1998e Hare (1999), Ma (2001; 2002), Murphy (2002),
Wang and Fan (2006), and Zhao (2002).
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families are expected to help secure income ardiate poverty in rural areas. As for
China, Duet al. (2005) find that having a migrant increases a @bakl’s income per

capita by 8.5-13.1%. However, the overall impactpawverty is found to be modest
because the poorest people do not migrate. Morgthereffect of migration on asset
accumulation and on the development of source camtres eventually depends on
how remittances are used (De Brauw & Rozelle, 20B68) the specific case of China,
evidence is mixed. On the one hand, Taytral. (2003) find mild evidence that
households invest remittances in self-employedviiets. On the other hand, Huang
and Zhan (2005) argue that remittances are usece rfoor consumption than for
investment and as a consequence, they can onlyected to have a short-term

impact on poverty reductiéh

Another channel through which migration can infloerrural development is return
migration. Recent literature on international migma focusing on migrants’
occupational changes upon return has highlighteghtbpensity of returnees to become
self-employed upon return (e.g. Dustmann & Kirchkar®002; llahi, 1999; Martin &
Radu, 2009; McCormick & Wahba, 2001; Mesnard, 20P4acha & Vadean, 2010;
Wahba & Zenou, 2009). With a working experiencesmlg their original hometown,
return migrants are indeed likely to bring backusmalated human, social and financial
capital that can enable them to stadir own businesses upon retuamd benefit their
village of origin. As mentioned above, researchreturn migration in China remains
limited despite a mounting interest on the issudew empirical papers have studied
the causes and consequences of return migratiomadividual datasets primarily
collected at the end of the 1990Regarding the impact of return migration, Murphy
(2002) highlights the contribution of migration Worg experience to returnees’
business establishments in two counties in thegdigorovince. She finds that longer

' De Brauw and Rozelle (2008) confirm this resultroral household data collected in 2000. They find
no evidence of a relationship between migrationasneed by both the number of household members in
the migrant work force and the number of returnramgs) and productive investment.

1 As far as the determinants of return migration @ecerned, Hare (1999) finds on a sample of 309
households collected in 1995 in a county in Henaovipce that pull factors related to the houselwld’
own-production labor needs are the most importaterdhinants of how long migrant workers stay in
cities before returning home. Using data from alrtiousehold survey carried out in six provinces in
1999, Zhao (2002) finds evidence that both pushmnbfactors affect the return decision. Wang and
Fan (2006), who examine the “selectivity” of retumigrants with data collected in Sichuan and Anhui
provinces in 1999 predict a positive relationshiptween “success returnees” (who returned for
investment reason) and the length of spell in tbstidation area, indicating that the accumulatibn o
migration experience is positively related to thirnees’ investment purpose for return.
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urban sojourns enable migrants not only to accurauiands and gain management
experience, but also to forge business contadfseirtities. Zhao (2002) also finds that
return migrants invest twice more in productive nfarassets as compared to
non-migrants but she finds no evidence of returieasg more likely to participate in

non-farm work than non-migrants. Closer to our aesle objective, Ma (2001) uses
data collected in 1997 from 13 rural counties inenprovinces and highlights the
fundamental role of migration experience in retomgrants’ occupational changes after
return. In particular, he shows that the improvemanskills and abilities through

migration facilitates occupational mobility towandn-farm employment upon return.
In a second paper, Ma (2002) finds that skilledimetes are more prone to and
successful at mobilizing local social capital upogturn, thus promoting their

entrepreneurial activity.

In the context of a soaring rural-urban income gapjerstanding the role of return
migrants on their region of origin holds importarfoe rural development policy in
China. As entrepreneurial activity is generally sidered a key component in the
development process, one way to assess this rtdestsidy occupational mobility upon
return. Yet, as mentioned above, not much resdaasibeen dedicated to studying the
impact of migration on taking entrepreneurial atyivn source communities in China.
This chapter attempts to fill this gap by analyzsngh an impact in the context of Wuwei
County (Anhui province), a pioneering county in grecess of migration. The county is
characterized by both a long history of labor expmd the development of numerous
entrepreneurial activities by return migrants. Timggration pattern there closely
follows the main trends of internal migration iretbountry as a whole (Dou, 2001).
Female migrants working as domestic servants abéginning of the 1980s were the
pioneers who paved the way for the subsequent-krgle migratioff. From 1985
onward, out-migration involved a larger portion thfe county’s population, with
migrants taking up jobs in construction and in gneduction of pressed salted duck

(the so-calledWuwei banya In the 1990s, the labor exodus gained momentum,

%2 There are particular historical reasons for thigleed, the county used to serve as one of the
communist army bases during the war with Japanh@& 1940s. Labor migration started with old
generation of domestic servants who moved to Bgijwth the army officials and sponsored the second
generation of young female relatives to BeijingisTivas so widespread that it became a popular gayin
that “domestic service workers in Beijing come frémhui, and domestic service workers from Anhui
are from Wuwei”.
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covering a broader range of sectors, such asdextilving, repairs, food processing,
construction and other service industries, and ibr@ader range of destinations,
including Shanghai, Beijing, Jiangsu and Zhejiarrgvimces. According to local

official statistics, at the end of 2006, about 48%4he entire rural labor force of the
county was working outside the county (Wuwei Cougvernment report, 2007).
Moreover, the county is not only renowned for sagdbut rural migrants, but also for
actively encouraging migrants to return. In patacuthe county-level government
launched a policy in 1996 with the explicit purpadeattracting local out-migrants to
return and to invest in their hometonThis policy, which literally translates into
“phoenixes return to their nest,fefg huan chaois reported to have successfully
attracted return migrants (Gao, 2001; Zhao, 200By the end of 2008, 16,200 return
migrants had set up 1,113 enterprises and 6,199dod! enterprises, which accounted
respectively for 38.1% of total enterprises and33of total individual enterprises in
the area (Wuwei County Government report, 2009).

The purpose of this chapter is to examine the imp&cmigration experience on
individuals’ choice of being self-employed in Wuw@ounty. To do so, we consider
two levels of analysis. We start with a comparis@tween non-migrants and return
migrants®® and address the following question: when compat@dtheir rural
counterparts, are return migrants more likely to fop self-employment upon return?
We then turn to the analysis of the benefits teirnees themselves gain from their
own migration histor¥f, and examine how past migration experience affestisrn

migrants’ choice of self-employment upon return.

83 Under this policy, return migrants who set up hasses can enjoy a “foreign investment” treatment.
They are offered a no-constraint rule on busineates employment, choice of projects, etc. They are
also offered favorable conditions in the usageaofd| water or electricity, the payment of tax, loe t
granting of subsidized loans. The policy has beesmgly promoted by the county government, which
required local town and village leaders to devalop such enterprise each year, and annually agsesse
their achievements (http://news.sohu.com/20070250/278604.shtml).

8 Zhao (2002) cites Wuwei County as an example ohties that have actively tried to “attract back
migrant entrepreneurs”. Referring to field intewse she also notes that Wuwei County has invested i
“infrastructure in order to make the local inveshinesnvironment more attractive to returning
entrepreneurs” (p. 377).

% This comparative approach has also been used ko ZR002), who evaluates the different
occupational choices between three groups of ptpalan rural China. On other countries, see also
Martin and Radu (2009), Piracha and Vadean (2Gi@) Wahba and Zenou (2009).

 Examples of this approach can be found in botérival and international migration studies (Arif &
Irfan, 1997; llahi, 1999; Ma, 2001; Mesnard 200#4ttfocus on the role of migration experience i th
occupational mobility of return migrants.
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The chapter contributes to an emergent body ofalilee focusing on China’s
urban-rural return migrant flows and their impantraral development in at least three
ways. First, by using data from a recent and oaigiaral household survey conducted
in Wuwei County in 2008, we provide an updated aogel assessment of return
migrants’ choice of self-employment in rural Chia. highlighted above, most papers
use data from the end of the 1990s. This traittabafy limits the scope of such
analyses since return migration has sharply ineceaser the 2000s. Moreover, the
dataset used here covers a region not only temypdmat also spatially distinct. Given
the size of China, geographically focused and thginostudies can bring informative
and useful insights as to how return migration ratigct the development of sending
communities. As highlighted above, the choice ofW&uCounty has been dictated by
the emigration history of the county, as well as itsy recent attraction of return
migration. By specifically focusing on this countye intend to contribute to a better

understanding of migrants’ self-employment motiwasi upon return.

Another contribution of this chapter is that it igs together two strands of the
empirical literature on the impact of migration entrepreneurial activity in source
communities. The first one examines the differenceshe probability of being

self-employed between return migrants and non-migraThe second approach
consists in focusing on return migrants and anatyzihe role of their migration

experience on their decision to enter entreprehgurdVhile both approaches have
been separately adopted in migration studies omaZmo paper has yet combined
these approaches in order to assess the speciéicoforeturn migrants and their

migration experience in entrepreneurship develognmerural Chin&'.

Last, our estimations not only corroborate somehef results found in the existing
literature but also enrich the understanding of tbaditions for stimulating rural

development. To briefly summarize the key findinggurn migrants are found to be
more likely to opt for self-employment than non-naigts, and their assets in the form

of savings and migration experience are founday plprominent role in this choice.

®7 Yet, a limitation of a cross-section analysistiattit does not enable us to account for instinaio
changes that may have affected self-employmenhina; such as the amendment of the constitution of
the People’s Republic of China in 1999 or the Ldwhe People’s Republic of China on Promotion of
Small and Medium-sized Enterprises passed in 2003.
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The remainder of the chapter is structured as VialoSection 2 presents a stylized
framework for the empirical part by briefly reviewg the available theory on
entrepreneurship and its relationship to returnratign. Section 3 describes the data
set used in the statistical analysis and providescriptive statistics on occupational
distribution. Section 4 examines the differencessatf-employment choice between
non-migrants and return migrants. Section 5 ingestis the role of migration
experience in the participation of return migraisself-employment. Concluding

remarks are given in the final section.

4.2 Return migration and entrepreneurship: theoretcal

considerations

What are the main factors that drive the decisibraro individual to participate in
self-employment? How can (return) migration fostentrepreneurship in the
communities of origin? This section briefly reviewse theoretical background of
entrepreneurship decision, and discusses the aeddip between migration and the
key determinants of self-employment. This shortieev will set the conceptual

framework for the specification of the empirical dets tested thereatfter.

The economics of entrepreneurship considers thisidedo enter entrepreneurship as
an individual occupational choice, which is based tbe comparison of expected
payoffs between becoming an entrepreneur or a wagker (Kihlstrom & Laffont,
1979; Evans & Leighton, 1989; Evans & Jovanovic8%9Fonsecaet al, 2001).
Within this framework, individuals undertake seffygloyment if their expected utility
from self-employment is higher, and wage work othse. Individual choices then

depend on the factors that affect the utilitiesither occupation.

The existing theoretical and empirical literatumre marticipation in self-employment
identifies a series of factors that generally idelsi individual traits such as
entrepreneurial abilities, risk-aversion and humapital (Kihlstrom & Laffont, 1979;

Lucas, 1978; Schultz, 1990, Evans & Jovanovic, 188%s & Shah, 1986), family (or
parental) characteristics (Mohapasétaal, 2007; Wahba & Zenou, 2009), institutional

factors such as access to credit and liquidity waim (Blanchflower & Oswald, 1998;
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Evans & Leighton, 1989), and factors related taldabor market conditions (Haile,
2008). All of these approaches lay the foundationunderstanding the behavior of

entrepreneurs in general.

Regarding the role of migration experience in clmogp®ntrepreneurship, there is a
growing, although still small, body of literatutteat focuses on the occupational choice
of migrants upon return and on the determinanttheir subsequent entrepreneurial
activities (Dustmann & Kirchkamp, 2002; llahi, 1999cCormick & Wahba, 2001;
Mesnard, 2004, Piracha & Vadean, 2010; Wahha & deB609; Woodruff & Zenteno,
2007). Since return migration primarily takes platceleveloping countries, the main
focus concentrates on thinking of the migrationesignce as a solution to obstacles to
entrepreneurship in countries that often lack tmestitutional and economic
environments conducive to the development of sutiviaes. Concerning the broad
categories of factors listed above, migration elgme&e may enhance human and
physical capital, and thus enable individuals tougetheir own businesses upon return,

despite poor initial personal endowments and/oreirfget credit markets.

In the theoretical framework of migration studiesigration is considered part of a
lifetime utility maximization plan with given budgand liquidity constraints (Djajic &
Milbourne, 1988; Galor & Stark, 1990; Dustmann, 3P9Following Borjas and
Bratsberg (1996), return migration is usually vievees ‘part of an optimal residential
location place over the life cyCl€p.165), and as a consequence, migration itse# i
short-term phenomenon used as a means of promaftemreturn. The underlying idea
of the approach is that people decide to migraterder to accumulate a sufficiently
large amount of capital of any sort (skills, huntapital, experience, savings, etc.) that
will enable them to start new higher-level actestiafter return. Within this framework,
the selection process is “positive” because migraviio return have actually decided
to (migrate and) return as a lifetime plan, andytteke advantage of their migration
experience to move to better jobs after returntfeumore, in models of temporary
migration, the optimal migration duration and theewpational choice after return are
supposed to be simultaneous: the decision to bewmtieemployed upon return is

made at the same time as the decision to migrateetarn.
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In countries where access to credit is a major aglestfor entrepreneurship, how
individuals solve the liquidity constraint is a kisgue (Wahba & Zenou, 2069)One
strategy is temporary labor migration to accumulzdgital for initiating enterprises
upon return, as set in the life cycle assumpti@ot (Dustmann & Kirchkamp, 2002;
Mesnard, 2004). As argued by McCormick and Wahi@®12 ‘individuals who have
made higher total savings whilst overseas are nhkedy to become entrepreneurs on
return since for them the opportunity costs of taps less than for those who either
must borrow in local capital markets or are liquiiconstrainetl (pp. 172-173).
Hence, individuals who aim to become self-employdtalso decide on the amount of
savings to accumulate in order to set up theirrasses after return. As a consequence,
they can be expected to save more during migrdti@md a positive relationship
between repatriated savings and entrepreneurshipitias upon return should be
observed. Using Tunisian data, Mesnard (2004) fiedglence that high savings
brought back from migration positively influencestbhoice to become an entrepreneur
after return. The positive impact of accumulatedirggs on the decision to become
self-employed is also highlighted in case studfestioer countries (llahi, 1999; Piracha
& Vadean, 2010).

In terms of entrepreneurial ability, migration eXpace can also be viewed as a tool to
accelerate the process of ability enhancement giwdaarning, in the vein of the
human capital approach to entrepreneurship pioddsrd. W. Schultz. Schultz (1980)
defines entrepreneurship as the ability to dedh wisequilibria (by fmaking decisions
that are neither routine nor repetitiVyep. 442) rather than the ability to bear riskn(s
people who are not entrepreneurs also have tovddaluncertainty). In this regard, he
argues thatéxperience, education and health enhance entrepreziability” (p. 448).
As documented by Ma (2001), such enhancement catdpgired through migration.
Indeed, the migrant who adopts a labor-force-experience rapph has to break

routines frequently, when searching for and evahgatopportunities, making and

% There is some empirical evidence that attestsheo existence of such liquidity constraints in
developed countries too. Using American data, Evand Jovanovic (1989) show that liquidity
constraint is binding for virtually all the indivicls who are likely to start a business. Accordmtheir
estimation, the liquidity constraint deters 1.3%taf population from entering entrepreneurship.

% In this respect, including the amount of returmisgs into the occupational choice equation is § wa
to test the extent to which credit constraint afeself-employment decision. The rationale is thahe
absence of credit constraint, the decision to becentrepreneur would not depend on personal wealth.

136



Return migrants: The rise of new entrepreneurs uralr China

implementing decisions, changing and adjusting &w npositions, learning and
perfecting skills, and understanding firm organieaatand the economic systeéip.
241). Using Chinese data collected in 1997, hedasds the assertion that human

capital accumulated during migration is fundametdalccupational change.

In a more integrated approach, Wahba and Zenowj2@évelop a search model in
which return migrants face a trade-off between hurmand financial capital
accumulation during migration on the one hand, argimultaneous potential loss of
their original social capital due to loosening @mt$ whilst overseas on the other hand.
Using data from the Egyptian labor market, theyvsltbat return migrants are more
likely to start entrepreneurial activities than fmigrants. They test the various
relationships involved and provide strong evidewéethe positive impact of both
financial capital and human capital accumulatiaodlgh migration in self-employment
choice. They also find that social networks havesignificant influence on
non-migrants to become entrepreneurs, but no ggnif impact on return migrants.
One explanation is that the accumulation of hunmahhysical capital compensates to

some extent for the loss of social networks foumremigrants.

This brief review suggests that both theoreticadptions and empirical evidence
converge to emphasize the high propensity of retuigrants to become entrepreneurs
after return, as well as the important role of raigm experience through repatriated
capital and/or enhanced entrepreneurial abilitreleading return migrants to become
entrepreneurs. We propose a test of these two hgpes in the case of Wuwei County,

adopting two complementary empirical approachesatedetailed below.

4.3 Data and descriptive statistics on self-employemt

4.3.1 Household survey in Wuwei

The data used here comes from a series of intesvidwural households, conducted in
Wuwei County in Anhui province from September toviimber 2008 (hereafter named
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“Wuwei 2008 Survey”. The county is located in the middle of Anhui grme and on
the north side of Yangtze River, neighboring theose largest city of the province,
Wuhu, 116 kilometers away from the capital cityHgfei. As mentioned above, Wuwei
County was selected because of both its relatilglyg labor force export history, and
its active policy to encourage return migrationuFtowns were chosen for the survey:
Gaogou, Liudu, Dougou and Tanggou. Approximatehgg¢hadministrative villages in
each town and 20 households in each village weardoraly selected. A total of 239

households were interviewed, providing informatien969 individuals.

The data was collected in the form of a questiaenatonsisting of a series of
guestions about both family, and individual famihembers. Individual information
includes personal characteristics (e.g., age, egxcation, etc.), working position and
income. The work experience during and after mignafor those with a migration
and/or return history was also recorded. At the skbold level, the primary
information includes the values of productive assetd yearly incomes. A separate
administrative village survey was also conductedanh village to collect information

about the general economic, geographic as weléasdraphic conditions.

The sample used in this chapter is composed of v@&king individuals currently
living in the villages. Since our focus is on ocatipnal choice for the working
population, the sample is limited to individualseddl7 to 70, who declared working at
least part of the ye&r For the purpose of this study, we consider twoupgs of
workers: non-migrants and return migrants. Non-am¢g are those who have no
working experience or working experience of lesantix months outside of Wuwei
County. Return migrants are individuals currengytled and working in the county,
who have at least six months migration working eigpee outside the county. Out of

0 Although the survey was carried out at the onsétefinancial crisis, when massive lay-off starte
China (Huanget al. in press), there are good reasons to think tl&a®008 economic crisis should not
contaminate our results in any severe way. Fiegiarding return decisions, the recorded informatibn
the year of return for return migrants indicatest tnly 10% of them returned in 2008, and that amg
individual had a return duration of less than 2 therat the time of the survey. Second, our sunisy a
records the starting year of current occupationefirh return migrant. About 74% of the sample atiart
their current occupation before the year 2008. Agribrose who started their current occupation in8200
half of them started before August 2008. Theserdéiglisuggest that the occupational choice of return
migrants in our sample has been made essentidiiyebthe start of economic recession in China.

™ Unpaid workers (e.g. housewife) and individualsrently waiting for a job are excluded from the
sample. Current out-migrants are also excluded ftsrsample since they are working in cities, aoid n
in the villages.
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the 384 individuals in the working labor force, 28@%) are non-migrants and 86
(22%) return migranté Self-employed individuals are identified as peoplho are

either own-account workers (with no employeeshndiiidual entrepreneurs (with paid

employeesy.

4.3.2 Data description

Table 4.1 presents summary statistics on indivigual household characteristics as
well as on occupational distribution by migratidatas. As expected, there is a clear
gap in human capital characteristics between narants and return migrarits
Non-migrants are more than seven years older tetamnees, and they are much less
educate®: the proportion of non-migrants who have receinedformal education is
44% while that of returnees is 27%. With regardhtmusehold characteristics, an
interesting feature is that the average land endemtrper person is significantly lower
for return migrants who have only 0.78U° per person, as compared to 1.07 for
non-migrants. Since there is no significant diffexe in household size between
returnees and non-migrants, the smaller per cdpitd endowment of returnees
probably reflects land shortage rather than laloplss in returnees’ householdsit

can also be interpreted either as a cause or a&goesce of a higher propensity of

2 A limitation of the study is the relatively smample size, which drastically limits the degreés o
freedom in the quantitative analysis provided beltMe acknowledge this limitation and this is an
important point of caution in the interpretationaafr results.

3 Piracha and Vadean (2010) emphasize the relevahakstinguishing own-account workers and
individual entrepreneurs in estimating the roler&turn migration in occupational mobility. However,
our data do not allow us such a distinction becadishe small number of observations per categay w
would be left with. Moreover, a common feature ofat work is that some individuals participate in
more than one occupation at the same time. Modtipteiactivities involve farm labor and one offfiar
activity. Among non-migrants as well as return raigs, about 23% declared having two occupations,
mostly twined with farm labor. For these individsiawe categorize the off-farm occupation as the
primary occupation.

* These findings are consistent with evidence frdla@(2002) and Wang and Fan (2006). There is a
slight difference though with Wang and Fan (2008pviound that women are more likely to return than
men, which is not the case in our sample. Howethés,difference may simply come from the fact that
our sample excludes homemakers, who are mainlylésma

> As for education, we may also note that the oVediication level of the surveyed population is low
since less than 10% of them reached a senior leigbos level or above.

® Onemuis equal to 0.067 hectare.

" Land endowment measures the total area of lanttamied to the household (expressed in per capita
terms). Since there has been only one reallocatiotand in each village (in 1995) and no other
reallocation since then, contracted land can besidered as reasonably exogenous to the migration
decision in Wuwei County.
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returnees to engage in off-farm activities.

Table 4.1 Descriptive statistics by migration stats

Mean value or % Mean test
Return migrants Non-migrants

Individual characteristics

Age 39.6 47.3 ok
Male 58% 50% NS
Married 87% 87% NS
Years of schooling 5.6 4.5 *
Education level

llliterate 27% 44% Fkk

Primary school 22% 21% NS

Junior middle school 43% 26% ok

Senior high or more 8% 9% NS
Relationship to the household head

Household head 50% 42% NS

Spouse 33% 40% NS

Child 13% 12% NS
Occupational distribution
Self-employment 44% 22% *rk
Farm labor 22% 50% kk
Manual work 14% 15% NS
Skilled work 20% 13% NS
Household characteristics
Household size 4.05 4.23 NS
# children under 6 0.19 0.20 NS
# children in school 0.74 0.59 *
# male working adults 1.44 1.52 NS
# female working adults 1.29 1.42 NS
# old members (over 70) 0.15 0.21 NS
Land per persom{u) 0.72 1.07 Frk
Household income 2007

Including income from migration 27,220 26,487 NS

Excluding income from migration21,842 22,824 NS
Sample size 86 298

Source Wuwei 2008 Survey.

Notes The mean test column indicates the significameell of mean differences between
return migrants and non-migrants. NS non significansignificant at 10%; **
significant at 5%; *** significant at 1%. Some aages are calculated over a smaller
number of observations because of missing valuesolly report the total number
for reference.

Interestingly, Table 4.1 also exhibits importarffedences in occupational participation
between non-migrants and return migrants. For narants, participation in farm
labor (50%) is significantly higher than in any ethoccupation, while for return

migrants, self-employment is by far the top occigmatvith 44% of returnees engaged
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in self-employment; the proportion of returneesageyl in farm labor and in skilled
work are respectively 22% and 26%A comparison of occupational distribution across
the two groups shows that return migrants are fogmtly more engaged in

self-employment than non-migrants.

More specifically, with regard to self-employmergfurn migrants and non-migrants
exhibit fairly similar patterns in terms of both diness scale and business sector.
Although not reported here, our data shows thainkesses established in Wuwei
County are generally of a small family scale: thejormty of return migrant
self-employment activities involve no non-family ployees (72%), and the proportion
is even larger for non-migrants (86%). The genetadervation of small-sized rural
businesses is consistent with Zhastgal. (2006) who find an average number of
workers per self-employed enterprise in rural Crohanly 2.3°. They also show that
approximately 60% of the enterprises are operatecrily one person. Regarding
business sectors, our data indicates that a qualrself-employed return migrants are
engaged in farming-related activities, such asglatple aquatic production (crabs, fish,
and pearls), and greenhouse vegetable cultivaetail business such as small village
groceries and a variety of individual vendors, amdnufacturing activities like
brick-making, glue-making, and raincoat productioome respectively second and
third. Though there are slight differences in pmipos, the distribution patterns

among non-migrants and among return migrants ag &ose to each other.

4.4 Return migration and self-employment. a compason with

non-migrants

To analyze the impact of return migration on occigpal choice, we first try to isolate

the specific effect of being a returnee on the sleni to become self-employed, as

8 Skilled workers are identified as people engagegrbfessional work, semi-skilled or skilled work,

management, government position, or clerk positiamw skilled workers, apprentices, service workers
as well as family cottage workers are designatednzenual workers”. Individuals who undertake

traditional agricultural work are grouped as “fdaborers”.

9 Zhanget al. (2006) use a sample of 1,199 households survay&d ivillages and six provinces in

2000.
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opposed to undertaking farm work or wage work ia thllage. Table 4.2 provides
descriptive statistics by both migration status awedupational group for individuals

working in rural areas.

Table 4.2 Descriptive statistics by migration stats and by occupation

Whole sample Self-employment Wage or farm work
Self-emp. Wage or Mean NM RM Mean NM RM  Mean
farm test test test
Individual
characteristics
Age 43.41 46.33 ¥ 4580 39.32 ** 4767 39.88 ***
Male 0.62 0.48 * 0.60 0.66 NS 0.48 052 NS
Married 0.96 0.83 ¥ 097 095 NS 0.84 0.81 NS
*

Years of schooling 5.34 452 * 4.85 6.18
Education level

437 521 NS

llliterate 0.32 0.43 * 0.37 0.24 NS 0.46 0.29 *x
Primary school 0.17 0.22 NS 0.18 0.16 NS 0.21 0.27 NS
Junior middle 0.43 0.25 *xk 0.40 0.47 NS 0.22 0.40 *x
school

Senior high or more  0.08 0.09 NS 0.05 0.13 NS 0.10 0.04 NS
Relationship to the
household head

Household head 0.58 0.38 rxk 0.57 0.61 NS 0.38 0.42 NS
Spouse 0.35 0.40 NS 0.38 0.29 NS 0.41 0.35 NS
Child 0.05 0.15 ok 0.03 0.08 NS 0.15 0.17 NS
Household

characteristics

Household size 3.96 4.27 * 3.92 4.03 NS 432 4.06 NS

# children under 6 0.16 0.21 NS 0.140.18 NS 0.21 019 NS
# children in school  0.75 0.58 *x 0.63 0.95 * 0.58 0.58 NS
# male working 1.42 1.54 NS 146 1.34 NS 154 152 NS
adults

# female working 1.18 1.46 bl 122 113 NS 147 142 NS
adults

# old members 0.11 0.23 *x 0.08 0.16 NS 0.25 0.15 NS
(over 70)

Land per person 0.67 1.11 rork 0.72 058 NS 1.16 0.84 *x
(mu)

Household income

2007

Including income 31,020 25,039 ** 31,368 30,426 NS 25,11324,681 NS
from migration

Excluding income 26,801 21,066 ** 28,982 23,071 NS 21,10620,869 NS
from migration

Sample size 103 281 65 38 233 48

Source Wuwei 2008 Survey.
Notes See Table 4.1. NM: non-migrants. RM: return migsa

A comparison by occupation shows that younger, nemlecated and married male
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individuals tend to engage in self-employed adtigif. As compared to farm work or
wage work, self-employment is also clearly undestaloy heads of household, in
smaller households (with more children of schod;dgss female working adults and
less old members), with a smaller endowment in lardand. Moreover, the

self-employed are more likely to have a much higheusehold income (in 2007).
Finally, a comparison by migration status shows sledf-employed return migrants are

on average younger and much more educated thaamplbyed non-migrants.

4.4.1 Empirical approach

The underlying econometric specification used torrese the determinants of the

decision to engage in self-employment can be brigdiscribed as follows. The latent

individual's utility from self-employmenty ) can be expressed as follows:

Y, =B+ X, B+Ry+¢ (1)

whereX; is a set of explanatory variables,&dummy variable for return migrants, and
g a randomnormally distributed residual (Probit model). Thetual decision to be

self-employedy) is such that:

1 if y >0
4 :{O othgrlwise @)

The vectorX; includes various individual, family and villageazhcteristics that aim at

capturing some of the theoretical channels predenite Section 2. Personal

characteristics include age, gender, marital statrsl education. Family labor
resources are accounted for through two sets ¢dhlas that are introduced separately.
First, the size of household is introduced in aebas regression (Model 1). Second,
considering the potential correlation between hbokk size and household
composition, we introduce separately the houselmithposition (Model 2) that

enables us to distinguish dependent members (ehildelow the age of six and adults

80 Zhanget al.(2006) also find that self-employed individualgimal China are more likely to be male.
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above the age of 70) from working members (by genddousehold assets are
measured by both land endowment per person anbdaiheehold income for the year
2007. This latter variable is introduced in a sap@amregression (Model 3) since it
slightly reduces the sample size. Three townshiprdies are also used to control for

location differences.

In this simple Probit model, the “returnee” dummariable R is treated as fully

exogenous. It enters the right-hand side explapatariables to account for the fact
that migration experience may influence occupatiatecision upon return, and as
discussed above, it is expected to have a positiyeact on self-employment

participation. However, under the rationale is tretirn migrants are a self-selected
group with regard to unobservable characteristich sas motivation or risk aversion,
one may wish to allow return migration to be endwges to self-employment decision.
Indeed, these unobservable characteristics mayeast Ipartly explain that return
migrants are less risk-averse than non-migrantsthekfore also more likely to be
self-employed. If unobservable heterogeneity hdgect influence on both decisions,
to migrate (and return) as well as to set up bgse® then the return migration
variable will be correlated with the error tersm which will make it effectively

endogenous in the selected sample. As suggesteGregne (1998, 2008), this
unobservable heterogeneity can be captured by usimgcursive bivariate Probit

modef™.

Estimating a recursive bivariate Probit model reggiithe estimation of the return
migration decision together with the self-employigecision. The decision to migrate

and return can be described in a similar way:
R =a,+Za+y (3)

where R’ is the latent variable associated to the returiisttet with R=1if R >0

and R = 0 otherwiseZ is a set of individual and household charactesstiat may

8 Two recent papers on return migration in Egypt [fd& & Zenou, 2009) and in Eastern Europe
(Martin & Radu, 2009) follow Greene (1998)'s metbtmlyy and apply a recursive bivariate Probit
model to account for the potential endogeneityeatfim migration in entrepreneurship decision. They
both find evidence of endogeneity and show thatrolimg for the endogeneity of migration decision

may change the estimated impact of return migratiothe decision to be self-employed.
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influence the decision to return, apda randomnormally distributed residual. In a
recursive bivariate Probit model, the two decisjoos entrepreneurship and return

migration are treated as interdependent, witiv(s,, 1) = p.

Although no exclusion restrictions are theoreticalkeded to achieve identification of
the model parameters (Wilde, 2000), Monfardini &adlice (2008) advocate the use of
instruments to help in obtaining results more roladistributional misspecification.
As pointed out by Tayloet al. (2003), migration networks have been shown to be
important drivers for individual migration decisioim communities with a history of
migration, information about potential jobs in efior costs can be shared so that it
reduces out-migration related costs or uncertar(fiégassey, 1990; Piracha & Vadean,
2010; Wahha & Zenou 2009). In a similar vein, weynagsume that networks and
home villages’ histories in terms of attracting baeturn migrants can also influence
return migration, and that the current return ntigraflow is a function of past return
migration patterns. Following Wahha and Zenou (20080 use the share of adult
male migrants in the total adult male populatiommindividual’s original community
as an instrument for the identification of returigration decision, we use the share of
migrants or return migrants (dropping the obseinedidual) in the village as a proxy
for a networking effect or a culture of migratidle expect that such networks have an
influence on the (return) migration decision ane maot correlated with the error term
in the individual occupational decision, so thatytlcan be used as an identification
variable. The introduction of this network proxy time occupational choice equation
provides a non-significant coefficient, which eresbls to use it to identify our model
(Coulon and Piracha, 2008)

4.4.2 Estimation results

Both simple Probit models that do not allow for eséion on unobservable

characteristics and recursive bivariate Probit nsddat capture the potential

8 The instrument’s coefficient is insignificant ift the occupational choice equations reported iblda
4.3. The corresponding p-values for the instrunsecefficient are 0.210, 0.301 and 0.431 respdgtive
for models (1) to (3).
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endogeneity of return migration decision in selfpdmyment choice, are estimated and
presented respectively in Table 4.3 and Table As4shown in Table 4.4, we do not
find evidence of any strong endogeneity problemtlier decision to be self-employed.
The Wald statistic indicates that we cannot rejaet hypothesis that equals zerB.
Following Greene (2008), one may argue that thesiltes not as counterintuitive as it
seems. Indeed, the return migration decision amd s#if-employment choice are
probably correlated, but what the correlation dogfht measures here is “(roughly) the
correlation between the outcomes after the infleewwé the included factors is
accounted for” (Greene, 2008, p. 825).

Tables 4.3 and 4.4 all indicate that return miggaate more likely to engage in
self-employment than non-migrants. Moreover, fodividual as well as family
characteristics, the estimated coefficients aresistent with the predictions of the
standard human capital model. Consistent witheadyfcle hypothesis, the effect of age
is found to be non-linear: the probability of bedoghan entrepreneur increases with
age up to a threshold level of 40 to 42 years @dmpared to young people,
middle-aged people are more likely to have accutedldoth financial capital and
human capital, such as management skills or thialsoetworks necessary to become
an entrepreneur. However, above a certain agey gleeple are also usually more
averse to risk, and this higher risk aversion redutheir probability to set up new
businesses, other things being equal. We also thiatl men are more likely to be
self-employed than women. With regard to maritakust, our estimations show that
married people are more likely to engage in selpleyment when the size of
household is introduced, but the result does ndd moth household composition.
Additional specifications (not reported here) aiadicate that marriage might bear
differently on the employment outcome of men andme&n since the interaction
between marital status and gender alone is sigmifiand positive (but gender becomes
insignificant when entered with the interactiomtgr These findings may indicate that

marriage positively influences the involvement ofemmin self-employmentvia

8 Simple descriptive statistics corroborate theifigcthat there is no clear evidence of return nitga
being a self-selected group of population. Inded;omparison of occupational patterns of return
migrants before migration with that of non-migramtses not highlight any systematic difference.
Conversely, return migrants who were working befaiigration were actually much more engaged in
farm work (69%) than non-migrants (either in theinrent occupation, 50% or their past occupation,
55%), and much less in self-employment (8% ag&if%b or 17%).
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intra-family work-sharing. Such interpretation snsistent with the findings of Zhang

et al. (2006) who highlight the high proportion of madientrepreneurs rather than

single individuals as a distinctive characterisficelf-employment in rural China.

Table 4.3 Probit estimates of rural self-employmenthoice

Determinants of (1) (2) (3)

P(self-employed) Marginal Robust Marginal Robust Marginal Robust
effect S.E. effect S.E. effect S. E.

Individual characteristics

Return migrant (=1) 0.099* 0.191 0.109* 0.193 0424 0.196

Age (years) 0.046*** 0.060  0.049* 0.068  0.053*** @1

Age squared -0.001*** 0.001  -0.001*** 0.001 -0.001* 0.001

Male (=1) 0.133*** 0.150 0.105** 0.155  0.90** 0.160

Married (=1) 0.150* 0.396 0.140 0.408 0.112 0.398

Education (years) 0.001 0.027  0.004 0.027 0.003 280.0

Household

characteristics

Household size -0.055*** 0.073

# children under 6 -0.080 0.241 -0.097 0.253

# male working adults 0.012 0.156 -0.025 0.168

# female working adults -0.071* 0.126  -0.094*** 0.125

# old members (over 70) -0.131** 0.210 -0.118* .20

Land per persomfgu) -0.111** 0.161  -0.096** 0.157  -0.104** 0.155

Household income 2007 0.004*** 0.005

Township characteristics

Gaogou town (=1) -0.109* 0.235 -0.105* 0.237 -0%52 0.245

Dougou town (=1) -0.112* 0.269 -0.123* 0.267 -0132 0.263

Tanggou town (=1) -0.107 0.283  -0.094 0.297 -0.101 0.289

Sample size 384 384 382

Predicted Prob (at X bar) 20% 20% 19%

Observed frequency 27% 27% 27%

Pseudo R? 0.21 0.22 0.24

Log pseudolikelihood -177.06 -175.12 -169.02

Source Wuwei 2008 Survey.

Notes Household income for the year 2007 includes tamies from on-going migrants and is
expressed in 1,000 yuan. Marginal effects meashee dhange in the probability of being
self-employed from a unit change in the explanat@siable. Robust standard errors are adjusted
for clustering by households (201 households).ignificant at 10%. **: significant at 5%. ***:

significant at 1%.
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Table 4.4Recursive bivariate probit estimates of being a retfrn migrant and
self-employment choice

Variables (2) 2) 3)
Coef. Z-stat. Coef. Z-stat. Coef. Z-stat.

Probability of being self-employed
Individual characteristics

Return migrant (=1) 1.231***  2.65 1.336*** 2.78 1.357*** 2.84
Age (years) 0.144** 2.43 0.150** 2.20 0.170** 2.46
Age squared -0.002**  -257 -0.002** -2.23 -0.002**-2.40
Male (=1) 0.346** 2.04 0.249 141 0.205 1.17
Married (=1) 0.505 1.25 0.453 1.08 0.321 0.80
Education (years) 0.008 0.31 0.017 0.66 0.013 0.49
Household characteristics

Household size -0.151**  -2.13

# children under 6 -0.263 -1.17  -0.320 -1.36
# male working adults 0.062 0.40 -0.068 -0.40
# female working adults -0.221* -1.94  -0.304**%2.74

# old members (over 70) -0.359* -1.72  -0.329 21.6
Land per persomgu) -0.300**  -1.98 -0.258* -1.79  -0.295**  -2.03
Household income 2007 0.015** 3.41
Township characteristics

Gaogou town (=1) -0.323 -1.46  -0.314 -1.44  -0.512** -2.23
Dougou town (=1) -0.431* -1.77  -0477* -199 -083 -2.23
Tanggou town (=1) -0.392 -1.51 -0.346 -1.30 -0.387 -1.47
Constant -3.194** -2.62 -3.761** -2.76 -4.217** -3.05

Probability of being a return migrant
Individual characteristics

Age (years) 0.143* 2.50 0.158**  2.62 0.161** 2.71
Age squared -0.002*** -3.49  -0.002*** -3.51  -0.002** -3.63
Male(=1) 0.345** 2.12 0.317* 1.83 0.329* 1.92
Married(=1) 0.050 0.11 -0.055 -0.12  -0.047 -0.10
Education (years) -0.005 -0.20 -0.003 -0.12  -0.002 -0.08
Household characteristics

Household size -0.097 -1.33

# children under 6 0.049 0.23 0.072 0.33
# male working adults 0.006 0.04 0.034 0.22
# female working adults -0.033 -0.25 -0.018 -0.14
# old members (over 70) -0.106 -0.52 -0.124 -0.62
Land per persomfgu) -0.278* -1.68 -0.264 -1.59 -0.264 -1.57
Household income 2007 -0.003 -0.68
Instrument

Share of return migrants and}.328** 2.37 4,143 2.26 3.786** 2.09
migrants in the village

Constant -3.5689*** -2.99 -4.138*** -3.52 -4.042** -3.36
Rho ) -0.560 -0.609 -0.590

Wald test ofp=0 (p-value) 0.12 0.12 0.16

Sample size 384 384 382

Log pseudolikelihood -346.29 -345.16 -338.79

Source Wuwei 2008 Survey.
Notes:see Table 4.3.
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Regarding the impact of household assets and e=sfuthe shortage of land at the
family level is found to act as a constraint thaslpes people out of agriculture into
off-farm activities, and thus increases the indinls probability to become
self-employed. Moreover, a comparison of the d#ferspecifications reveals some
interesting household resource effects on indididigdf-employment establishment.
First, the impact of household size is significanthegative, indicating that
self-employment is more likely to occur in smalleuseholds. Regarding household
composition, individuals are likely to engage iff-senployment when there are fewer
female working adults and fewer older family mensbé&iinally, the level of household
income in 2007 has a significantly positive impamt individual's choice of
self-employment, indicating that self-employed induals are more likely to come

from households with better economic conditions.

Last, two of the three township dummy variables significant and negative, which
implies that compared to the reference townshipdu) and other things being equal,
people living in these two townships are less likiel engage into self-employment.
Since Liudu is the poorest township in our samplggering self-employment in this
township may be viewed as a strategy to escapédiffaglvantages of an unfavorable

economic environment and the absence of wage wipkrtunities.

4.5 Migration experience and self-employment decmn upon

return

The above Probit estimations support the hypothés return migrants are more
likely to be self-employed compared to their ruimalinterparts. There are a number of
explanations for the higher propensity of returrgmants to be self-employed that
deserve further exploration. First, return migramtsy be a selected group of
individuals who originally participated more in semployment, meaning that their
present occupation would also depend on their pgeation occupation. However, a
quick look at a transition matrix on both pre-migwa and post-return occupational
composition for return migrants does not reveal aystematic link between present

and past occupations of returnees. In particulan)er4.5 shows that before migration,
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51% of individuals were in farm labor and 26% haal job (they were students,
homemakers or waiting for a job). After return, oleserve a sharp decrease in farm
labor participation compensated by a significaotease in self-employment as well as
in wage work. Among the self-employed, the vastangj was either farm laborers or
unemployed, and only three were already self-engaloyefore migration. Arif and
Irfan (1997) found similar patterns in Pakistanthwa high tendency of occupational
shifts of return migrants between pre-migration gudt-return, particularly toward

independent activities.

Table 4.5 Transition matrix for pre-migration and post-return occupation of

returnees
Pre-migration Post-return occupation
occupation Farm Manual Skilled Self-employed Total
laborer worker worker
Farm laborer 18 5 4 7 44
(94.74%) (41.67%) (23.53%) (44.74%)  (51.16%)
Manual worker 0 ! 2 4 /
(0.00%) (8.33%) (11.76%) (10.53%) (8.14%)
Skilled worker 0 3 4 ! 8
(0.00%) (25.00%) (23.53%) (2.63%) (9.30%)
Self-employed 0 0 2 3 >
(0.00%) (0.00%) (11.76%) (7.89%) (5.81%)
Unemployed L 3 5 13 22
(5.26%) (25.00%) (29.41%) (34.21%)  (25.58%)
Total 19 12 17 38 86

(22.09%)  (13.95%) (19.77%) (44.19%)  (100%)

Source Wuwei 2008 Survey.
Note Unemployed individuals before migration were sinid, homemakers or waiting for a job.

Another explanation for the high propensity of satiployment participation as well as
other occupational changes after return can béeceta migration working experience.

Stylized facts on returnees’ migration experiengeiled by occupation status upon
return corroborate this hypothesis. As depictedable 4.6, differences in migration

experience between self-employed returnees and setfremployed returnees all

suggest a potential relationship between migraéigperience, measured in terms of
length of stay, accumulated working experience ocumulated savingsand

occupational choice toward self-employment aftéurre
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Table 4.6 Return migrants’ migration experience byoccupational choice upon

return
All Self-employed Non Mean
self-employed  test
Migration experience
Age at first migration 26.49 24.66 27.94 *
(8.56) (7.13) (9.36)
First migration destination choice fora 0.67 0.68 0.67 NS
“social network” reason 0.47) 0.47) (0.48)
Migration in or after the year 1996 0.55 0.42 0.65 *x
(0.50) (0.50) (0.48)
Number of years of migration 6.46 7.55 5.60 *
(5.43) (5.05) (5.63)
Occupational distribution during
migration
Manual work 34.52% 21.62% 44.68% ok
Skilled work 39.29% 48.65% 31.91% *
Self-employment 26.19% 29.73% 23.40% NS
Number of job changes 1.56 1.84 1.33 Frk
(0.79) (0.92) (0.60)
Worked in a big city during migration 0.59 0.61 0.58 NS
(0.49) (0. 50) (0.50)
Number of city changes 1.88 2.03 1.77 NS
(1.81) (2.03) (1.62)
Repatriated savings (yuan) 11,957 16,263 8,548 *x
(14,582) (17,243) (11,118)
Post-return experience
Number of years since return 5.12 5.71 4.64 NS
(4.71) (4.69) (4.72)
Number of job changes upon return 1.28 1.42 1.17 *x
(0.55) (0.68) (0.38)
Age at return 3449 33.53 35.25 NS
(9.71) (7.98) (10.91)
Sample size 86 38 48

Source Wuwei 2008 Survey.

Note: Standard deviation in parenthesis. The mean t#@stnn indicates the significance level of
mean differences between self-employed and noresgiioyed. NS non significant; * significant
at 10%; ** significant at 5%; *** significant at 1%

First, returnees who became self-employed aftarrmetvere on average more than
three years younger when they left their home gdléhan those who took another job.
Consistent with much longer average migration daongt for the former group (7.55
yearsversus5.60 yearsy, the age gap reduced to less than two years wgiomr As a
matter of fact, 42% of returnees who became sefileyed after return had

accumulated more than eight years of migration e&pee, whereas only 21% of non

8 Migration duration is the total accumulated yeafrmnigration.
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self-employed had such a long migration experieringerestingly, self-employed
returnees have also experienced much more freghanges in both jobs and working
cities during migration, and they have repatridi®d times more savings on average
(16,263 yuarversus8,548 yuarif. Finally, Table 4.6 also displays the occupational
distribution of return migrants in their last urbjabs. It indicates that before return, the
majority were wage-workers: 35% were manual work889 were skilled workers,
and only 26% were self-employ&d A comparison of the distributions across
self-employed and non self-employed return migrardseals some interesting
additional features. While there is no significdifterence in the proportion involved
in self-employment before return, self-employedumetmigrants were significantly
more likely to be skilled workers, but less likely be manual workers than non
self-employed return migrants (49% vs. 32% and 28%15%).

4.5.1 Empirical strategy

In this section, we propose to formally test thepatt of migration experience on
self-employment decision upon return, by estimatthg determinants of return
migrants’ choice toward self-employment. For thisgose, we further restrict our
sample to return migrants only and use a bivartebit model similar to the one
presented in Section 4. We also introduce explayatariables that account for both
migration experience and post-return experiencettey with a series of individual

and household socio-economic characteristics.

As highlighted in Section 2, migration experienbeotigh repatriated capital and/or
enhanced entrepreneurial abilities may be expect@&ufluence occupational decisions
in favor of self-employment. For the empirical te$tthese hypotheses, we measure

financial capital accumulated during migration tgh the total family members’

8 The exact question asked during the interviewaithéndividual migrant is: “How much of your total
financial savings did you bring back with you?”. Wee this question to calculate repatriated savings
upon return. Since some couples have non-separapégriated savings and self-employed business is
mostly a family business with an overall family dircial contribution, repatriated savings here are
calculated as the total family members’ migratiamisgs upon return.

8 Wwhile in cities, self-employment activities contrate in catering business, construction, and Iretai
business.
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repatriated savings upon retfftnAs for human capital or experience accumulated
during migration, we use two proxies to accountuidran job experience. The first one
measures the frequency of job changes during tlidewdrocess of migratidf) and the

second one takes a value of one if the return midras ever worked in a big dity

Moreover, as also mentioned in Section 2, in modéleemporary migration, return
savings are considered as inherently related toamig' return life-time plans. From a
statistical point of view, it implies that repated savings must be considered as a
potentially endogenous variable in the estimatibthe return migrants’ occupational
choice modéP (llahi, 1999; Mesnard, 2004; McCormick & Wahba02). A key issue

is to find valid instruments, i.e. variables thabsld affect repatriated savings, but the
choice of activity upon return only via repatriatsdvings. Following previous
empirical works, we consider three different instantal variables to correct for the
possible sources of endogeneity:“age at first migration”ji) “squared age at first
migration”; andiii) “reasons for the choice of the first migratiorstigation”. There are
at least two rationales for using age at first @iign as an instrument. First, as argued
by Dustmann and Kirchkamp (2002), while “variablgdsich are determined during or
after the migration period may be affected by aigtighoice or/and duration”, it should
not be the case of “characteristics before migrétip. 363). Second, one feature of
internal migration in China is that young migraate usually employed in tough and
demanding jobs, which enables them to earn moreegnfmith a longer working time)
in compensation to difficult tasks. But older migts tend to be less employable in

such positions and are given menial occupationspiénamuch less. In this respect, the

87 One may argue that the effect of repatriated smvon self-employment decision could be non-linear
(Mesnard, 2004). On our sample, specificationsuihiclg higher order powers for savings did not show
evidence of any non-linear effect.

8 Although it cannot be considered as a measurausfan capital accumulation, the frequency of job
changes during migration entails an accumulationexjberience through a need to adjust to new
situations and the learning of new skills.

89 A “big city” refers to a provincial capital citypne of the four municipalities (Beijing, Shanghai,
Tianjin, Chongging) or a Special Economic Zone tikg Shenzhen.

% One may argue that the frequency of job changaeklidme endogenous too if these job changes were
mostly voluntary and somehow connected to the legsirset up upon return (meaning that migrants
would indeed try many different jobs in order tosda@nough contacts or find a market niche for their
own business later). However, this seems not tthéecase in the studied area. As indicated belav, w
collected information on the reasons why returnram¢s changed jobs during migration and we found
that the majority of job mobility was involuntafloreover, the surveyed return migrants also dedlare
that the choice of a specific city for labor migoatwas usually not related upstream to any désiset

up business after return.
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age during the first migration may determine thpacity of migrants to save more,
everything else being constant. The last instrualesriable is a binary variable which
is set to equal one if the choice of the first ratgm destination is primarily due to a
social network reason, such as migrating with fgmilembers, relatives, friends or
joining them in destination areas. The rationale iftroducing this instrumental
variable is inspired by the work of Bauer and G&2@02), who highlight the positive

effect of social networks on migrant wages in thgration destination.

Probit estimates using a maximum likelihood estonab account for the potential
endogeneity of repatriated savings are presentethlie 4.7 together with standard
Probit estimates. The validity of the instruments itested using the
Amemiya-Lee-Newey overidentification test (Baust al, 2006). As the null
hypothesis that the instruments are uncorrelatett Wie error term and correctly
excluded from the outcome equation is not reje(ped.98 for Model 1 and p=0.90 for
Model 2), these instruments can be accepted ag balitl in our specificatiohh Next,
the Wald test of the null hypothesis of exogengityot rejected at the 1% level. Hence,
a standard Probit regression is appropriate tonasti the magnitude of the savings
effect

4.5.2 Estimation results

By holding all other variables constant, our estioraresults show that migration
experience does significantly influence the charcéavor of self-employment among
return migrants. Both repatriated savings and tbguency of job changes are found to
significantly increase the return migrants’ pagation in self-employment, whereas
working experience in a big city does not appegnificant. The importance of
financial accumulation during migration can besthated by calculating the predicted

probability of being self-employed at different & of repatriated savings, holding all

L In the first-stage equation for the IV-probit esdition, the p-values for the instruments’ coeffitse
are 0.152, 0.113 and 0.519 respectively for adiesatmigration, its square and the reasons forctigice

of the first migration destination. Excluding thértl (non-significant) instrument from the IV esttion
does not change any of the results.

92 Mesnard (2004) also finds that the exogeneityetifm savings cannot be rejected in her estimations
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other variables in the model at their means. Fan®te, an increase of return savings
by one standard deviation, which corresponds toentban doubling the savings
brought back by an average return migrant, woudd f® an increase in the predicted
probability from 41.7% to 64.2% (using Model 1). Asmpared to the observed
frequency of the self-employed among return migratttis effect would represent a
fairly big increase of 45%. The finding that theolpability to be self-employed
increases with the amount of repatriated savinggpaus the idea that financial
capability is a key element in the establishmergadf-employed activities. This result
is consistent with empirical findings on the keylermf accumulated savings in
self-employment choices among return (internatijomaigrants for other countries,
such as Pakistan (llahi, 1999), Tunisia (Mesna@®42 and AlbanigPiracha & Vadean,
2010).This finding is also in line with the comprehensstady on self-employment in
rural China provided by Mohapate al. (2007), which gives support to the hypothesis
that greater personal wealth eases the self-emglolyahecision by relaxing financial
constraint®. As highlighted by Zhanget al (2006), people in rural China face
underdeveloped capital markets, and credit comssraire strong enough to prevent
them from starting up businesses without persomantial assets. For illustration,
self-employed firms in rural China barely acquissets through debt and liabilities,

which represents only 12% of their total assets.

% The lack of financial assets has been shown tarbenportant impediment to self-employment in a
number of studies on both developed and developinmtries. See for example Evans and Jovanovic
(1989) and Holtz-Eakiet al. (1994) on the US, and Paulson and Townsend (2@9Zhailand.
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Table 4.7 Marginal effects for the probability of return migrants to be
self-employed

Determinants of P(self-employed) Standard Probiieho 1V Probit model
€] 2 3 4)
Individual characteristics
Age (years) 0.096 0.079 0.093 0.019
(1.62) (1.33) (1.25) (0.29)
Age squared -0.001* -0.001 -0.001 -0.000
(-1.92) (-1.56) (-1.42) (-0.39)
Male (=1) 0.177 0.125 0.181 0.169*
(1.28) (0.93) (1.15) (1.66)
Married (=1) 0.079 0.275 0.064 0.009
(0.29) (1.02) (0.16) (0.02)
Education (years) 0.004 0.011 0.002 -0.023

(0.18) (0.51) (0.05) (-0.77)

Household characteristics

Household size -0.085 -0.087
(-1.21) (-1.18)
# children under 6 -0.389* -0.273
(-1.85) (-0.83)
# male working adults 0.135 -0.025
(0.96) (-0.13)
# female working adults -0.280 -0.067
(-1.44) (-0.23)
# old members (over 70) -0.179 -0.315*
(-0.97) (-1.83)
Land per persomfgu) -0.120 -0.169 -0.111 -0.017

(0.84) (-1.23)  (-0.50)  (-0.09)

Migration experience

# job changes during migration 0.292** (0.351**  0.293** (0.266
(2.90) (3.37) (2.89) (1.27)
Repatriated savings (1,000 yuan) 0.015** 0.017** 0.017 0.035***
(2.0) (2.32) (0.50) (4.26)
Worked in a big city during migration (=1) 0.021 0.097 0.012 -0.034
(0.14) (0.59) (0.0.6) (-0.24)
Return duration (years) 0.024 0.014 0.024 0.013
(1.35) (0.73) (1.29) (0.76)
Gaogou town (=1) -0.461* -0.506** -0.458** -0.273
(-2.47) (-2.37) (-2.15) (-0.66)
Dougou town (=1) -0.588*** -0.640*** -0.589*** -0.547
(-3.80) (-3.71) (-3.78) (-1.22)
Tanggou town (=1) -0.428* -0.409** -0.430** -0.278
(-2.55) (-2.11) (-2.59) (-0.91)
Sample size 86 86 86 86
Pseudo R2 0.3482 0.3946
Overidentification test: Amemiya-Lee-Newey 0.9828 0.9044
minimum chi-sq (p-value)
Wald test of exogeneity (p-value) 0.9557 0.3689

Source Wuwei 2008 Survey.

Notes:1. Marginal probabilities are obtained from Maximlikelihood estimates. Robust standard
errors are adjusted for clustering by householdsh(fuseholds). Z-stat are reported in parenthesis.
2. *: Significant at 10%. **: significant at 5%. ** significant at 1%.

3. Instruments for repatriated savings are ‘agesitmigration’, its square and ‘social networkas
main reason for the choice of the first migratiomhe Ameniya-Lee-Newey test results for
overidentification of instruments are obtained gsBaumet al. (2006) overid.ado programme for
Stata after estimation by Newey’s minimum chi-sgdagstimator.
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Our estimations also show that a higher frequerfcjolo changes during migration
increases the probability to be self-employed afedurn. Various complementary
explanations can be put forward depending on tHentary or involuntary nature of
such job mobility. In our dataset, a further lodktlee main reasons for job changes
indicates that return migrants’ job changes durmgration are more likely to be of an
involuntary nature, since more than 70% are eithierto ‘work push’ reasons (such as
low wages, the difficulty of the job, the end oétlabor contract, being dismissed, etc.),
or to health or family reasons. In the case of luntary job mobility, a higher
frequency of job changes may indicate greater f@ecurity during migration, which
may at least partly explain why migrants would likechoose to return and establish
their own businesses at home. This explanatios falline with Evans and Leighton’s
(1989) finding that men are more likely to entelf-senployment when they have
changed jobs frequently. On the other hand, faeitggher frequency of job changes
that entails different jobs or different occupaomay result in the acquisition of a
richer and a broader working experience. Henceptsiive influence of job changes
may at least suggest a relatively important roleso€h “general human capital”
accumulated through different working experiencastite decision to participate in
self-employment activities.

4.6 Conclusion

Using original data from a household survey carwed in Wuwei County (Anhui
province, China) in late 2008, this chapter examithe impact of migration experience
on individuals’ choice of being self-employed imalreturn areas. Two complementary
angles are considered in the analysis. We firgpgse a comparative analysis between
rural non-migrants and return migrants. We thenmera the role of an individual’s

migration experience in self-employment choice upearn.

Key findings can be summarized as follows. The camafive analysis with

non-migrants shows that return migrants are maedito be self-employed than their
rural counterparts. The higher propensity of retomigrants to be self-employed is an
internationally documented phenomenon, and ouryaisatonfirms that the Chinese

rural area under study is no exception. In the \@firentrepreneurship models, this
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finding suggests that through migration, return nangs have accumulated various
forms of capital that increase their likelihoodocome self-employed.

Entrepreneurship is generally recognized as a le@yiponent in the development
process while at the same time a scarce resoureeoimomically disadvantaged rural
areas where it is most needed (Ma, 2001). As aetuesce, the observed higher
participation of returnees into self-employment magy of importance in terms of
potential for rural development. Using a 20-yedolamarket dataset, Mohapaghal.

(2007) find that in Chinese rural areas, self-emplent is a sign of development.
Self-employed individuals are found to perform éethan wage earners in rural China,
and self-employed firms are found to be profitatdspite their relatively small-scale
(Zhanget al, 2006).Our own evidence of higher entrepreneurship amatgrmees

supports the view of self-employment as a posith®ice against the traditional

Harris-Todaro view of informal jobs arising frormagative selection.

Second, the analysis of the determinants of retugrants’ self-employment decisions
highlights the positive impact of both repatriatealvings and the frequency of job
changes during migration on this decision. Thesglifigs are consistent with the
general view that migration experience is a proadshuman and financial capital
accumulation, and that the preference of returfeeself-employment “is a rational
response to the opportunities and constraints gunigration and upon return” (llahi,
1999). In patrticular, by confirming the promineote of repatriated savings in return
migrants’ occupational choice toward self-employmesur results corroborate the
theoretical predictions and empirical findings aternational migration that have been

discussed above.

From a local development perspective, our findihgghlight the potential role that
migrants can play in stimulating forces of ruralelepment through their accumulated
experience and financial capital during migratiblence, creating a favorable business
environment, including simplified administrativerficalities to encourage migrants to
invest in source regions by repatriating their ficial capital, is certainly a key policy
issue. On the other hand, our findings on the piéged by repatriated savings also
highlight the difficulty for rural people to ovenc® credit constraints that hinder the
start of small-scale businesses. Anecdotal evidenoen face-to-face interviews

conducted during the survey further supports thypothesis. Indeed, from these

158



Return migrants: The rise of new entrepreneurs uralr China

interviews, financial constraint appeared to beghmary issue for both non-migrants
and return migrants who want to engage in self-egipent activities. Therefore,
further efforts are needed in order to give locabgle a better access to credit to

support the establishment and the development all-stale businesses.
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V General Conclusion

No matter how far away, individuals remain connedie their past and their origin.

This dissertation has documented the strength etids between migrants and their
sending communities during and after migration. iDyirthe process of migration,

remittances are a key link between migrants anid sloeirce region. These remittances,
whether international or internal, have been shtavhe closely connected with both
trustful and reciprocal behavior of those in theirse region who are the recipients,
although in various ways. Consider that migratiomation is composed of numerous
possible decision-making moments; migrants areclagté to their source communities
throughout this process by taking family needs intmsideration when choosing
whether “to return” or “to stay”. This dissertatitwas highlighted the role of children

left behind in the sending regions as a factoridgiweturn migration, and shown that
the pulling force is even stronger with young cteld Finally, the source region gains
from return migration. Return migrants demonstragg economic performance with a
strong tendency to pursue entrepreneurial actsvifldheir past migration experiences

matter considerably in this occupational choice.

A key lesson that can be drawn from the dissenaiothat the interaction between
migrants and their sending region does not stod, anfact, as soon as migration

occurs, various changes affect the sending communit

It is nevertheless difficult to ascertain whetheattall of these changes accompanying
migration are favorable for local development. Frim case study of Vietnam, we
have seen that, if remittances increase trust acigrocity, then the potential benefits,
though invisible, would be far-reaching for the isbg of recipients. We may expect to
see high entrepreneurial activities (Calierdaal, 2010) and a better development of
social interaction and networks (Caliendo & Krit#@011) in a high trust society. And

remittances turn out to be an important channelutin which people are connected to
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each other in many developing counttfe§or our understanding of development, it is
important to account for such interpersonal anchfamilial interactions since these are
strongly linked with trust. Nevertheless, since thechanisms at stake in the
relationship between remittances and trust coulchbeh more complex than what we
have explored in this dissertation, a clear idematifon of the causal relationship cannot
be fully achieved. Moreover, though sending an@ixéeg remittances is based mainly
on personal willingness, government interventiostis necessary to some extent. For
example, the success and the amount of remittipgrdelargely on the procedures for
sending and receiving remittances, as well as tbest. As an example, in China,

despite the wide availability of remittance servireviders, people who live in poorer

and remote localities are experiencing difficultiesobtaining access to remittance
service providers (Murphy, 2006). Therefore, speattention could be paid to how

remittances can reach receivers more safely, easdyat lower cost.

From the case study of China, while return migrai® a “gain” for sending regions
later on, migration has already put a high soaiaepon leaving the children behind in
the first place. An intuitive solution to reducitize cost of left-behind children would
be to discourage more out-migration. However, offreblems would probably arise:
on the one hand, there would be a strong neechdonfiore economic opportunities for
these potential migrants in the locality, and am dther hand, the potential “gain” from

remittances and from return migration would be pedl

The question is therefore whether there is anyralel® model for achieving both
economic and social development for the sendingnaonities. In the case of China,
the dissertation has shown that the phenomenoritiiren left behind is one cause
pulling migrants back home, and the reason for smchidespread phenomenon is
closely related to thbukousystem, which is tied in turn to the education eysin
China. Can relaxing these institutional settingp Iselve the social problems related to
left-behind children? Or should one encourage migrdo return? The two policy
orientations can result in different trends of ingd population movement in China. In

the first case, more rural-to-urban out-migratiomd gpermanent settlement in the

% For example, in China, data from our 2008 Wuwevey show that 36% of the households surveyed
have received some remittances (excluding retuvings) in the year 2007. The average amount of
remittances accounts for 28% of total agricultarad non-agricultural household income.
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destination areas would be generated, while insde®mnd case, more counter flow of
urban-to-rural return migration would be obseredthe following paragraphs, we are
going to further discuss the potential gains anskds of each of the two policy

orientations.

Relaxing the institutional barriers essentially gests a reform of theukousystem. In
the long run, one prior policy suggestion is togghaut thénukousystem. As discussed
in the dissertation, thukou no longer serves as a severe tool to control mteri
population mobility; nevertheless, it is directlgked to different rights of public and
social welfare, such as social security, housieg/th care, employment, education, etc.
Therefore, it is a key remaining barrier to theegration of migrants into the urban
system. Up to now, it has produced two crucial egngences for the society as a whole:
first, a widespread spatial separation betweenantgrand their family members left
behind; second, stratification into a dual socieiyh migrants being considered as
“second-class” citizens in urban areas. Dismanttimghukou system is therefore a

must for long-term development.

In the short term, given that thekousystem cannot disappear at once, some transitory
measures could be taken. One policy suggestiohaissocial welfare, including the
education system, should be separated fromhtii@u system. Park (2008, p. 60)
proposes it berfukoublind”. The advantage would be to give everyoneataights,
whatever their standing in terms bfilkou For example, in terms of the college
entrance exam system, children should be allowedki® entrance exams in whatever
residential place they have attended high schaohulBaneously, there is a need to
reconsider the current public finance system inclwhthe budget allocation for
education is based on local governments. Local mowents basically take into
consideration the locdlukoupopulation for the education system, and exclunbse

non-localhukougroups.

One natural outcome of a more relaxed policy wobkl higher inter-regional

population mobility. It would also lead more migrano settle permanently in urban
destinations, and more migrant children to be dgdoin urban schools. One further
concern that arises is whether children would leebeff in the destination areas. For
example, in the international migration case, Dastm(2003b) argues that the future

of a female child would be better in the home cour€oncerning China, there is a
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tendency for inhospitality by urban residents tadgamigrants and their children. For
example, rural migrants are being increasingly rdisoated against by the urban
population and migrants’ children are looked dowom by local children (Garcia,
2004). Woronov (2009) reveals that prejudice isvplent among urban residents, and
thus a psychological obstacle is set up betweearurbsidents and migrants. Further
upward mobility is especially difficult for poorand less educated rural migrants who
find it hard to enter the primary urban labor maiKgarcia, 2004). The situation can be
even worse in largest cities where the extremei lprices of housing stop migrants
earning relatively lower salaries from even dreamof reaching a level of living

equivalent to urban residents.

Another concern is that while policy reforms calaxethe institutional constraint, the
economic constraint may be even more prominents fiteans migrants may still have
to leave their family at home because of high uidbang costs and their relatively low
earnings as compared to urban residents. For erardg@murgeret al. (2009) show
that urban residents earned 1.3 times as muchraisnnigrants in 2002. Research also
finds that, despite a smaller living space, rur&rants pay a much higher price for
housing than do permanent residents (Jiang, 2006).

A complementary way to solve the “left-behind” chén problem is to encourage
return migration. Though not initially an emphadisis dissertation has found that
return migration depends significantly on the ecoimodevelopment of the sending
region. A bad situation pushes people to leave;redgea sound environment pulls
migrants back and even keeps potential out-flonmfroccurring. As a result, a
development policy could focus on improving the remoic situation in the sending
regions in order to attract return migration. Tlaéianale is that as more economic
opportunities are created, local people would mgér need to depend on migration as
a way of making a living. Staying at home rathemtimigrating could thus accomplish

both economic success and family unification.

This is a long-lasting development project in whtble central government plays an
important role. Due to large regional economic diges, the policy orientation should
focus on resource allocation and redistributioness developed areas. For example,
providing more education resources to less devdlgreas would have long-term

benefits. The lack of education is a leading couotor to rural poverty (Park, 2008, p.
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60). Even in the urban labor market, Démurgéral. (2009) find that pre-market
differences (especially lower education attainmemntral areas) rather than on-market
discrimination explain earnings differences betwesigrants and urban residents.
Policy makers may also consider providing suppertimvestment policies and
favorable investment conditions in less developegas so that more and more
enterprises would be attracted to invest in thesasa and therefore more economic

opportunities would be created.

Significantly, return migrants themselves are alo important source of rural
development to consider. Return migrants can dautiibetter to local development by
repatriating their physical and human capital aadated during migration. The
repatriated savings can play an important roleolmisg capital constraints for various
productive investments and set up entrepreneuctvVites in the context of the
imperfect rural credit market. They are “renewedirtan capital embodied with both a
“new” and an “old” part. While the “old” part is #ir origin, the “new” part is what
they have integrated during the process of mignaitiothe destination areas. If there
are also “spill-over” effects from return migrartts the local community, then the
potential positive impact can be even greater. Heneturn migrants can play a key

role in the development of less developed areas.

Such a role highlights the importance of both tlesility of “acquisition” during
migration and the *“transferability” after returnhd first indicates the degree of
contribution that the return migrants can makeratéurn. For urban authorities, it is
therefore important to create equal learning andking opportunities for migrants in
destination areas. As such, they can have a ludtégrce to acquire the useful skills and
knowledge that they wish to acquire. “Transfer&yilrefers to the extent to which the
migrant resources can be efficiently used for la@dnomic development. When the
gap between urban and rural settings is too widgramts may have difficulty in
settling into a position in rural areas where tlieiman capital acquired in urban areas
can be used efficiently and therefore lack a be#emrn. Again, local government could
play an essential role here. A long-term develogrpéan may be carried out to ensure
adequate use of region’s own human resourceswhratigrants in local development.
One model of development that could be consides¢d develop towns or small cities
around rural areas, McKensy’s “townisation” (200@Yefers to localized urbanization
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gathering rural industries and commercial actigitidhis is a way to offer more
economic opportunities for people from nearby géla in a geographic area and to
give return migrants a platform for skill and knedbe transfer as well as private

investment in various industrial and commerciaivatits.
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