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Sammanfattning 

Migration är en uråldrig företeelse. Men ändock en högst aktuell fråga för USA och Mexi-
co. Syftet med uppsatsen är att analysera vilka faktorer som kan ha betydelse för arbets-
kraftsmigrationen från Mexico till USA. Resultat i studien visar på att lönenivån i USA är 
den avgörande variabeln som drar till sig arbetskraft från Mexico. I motsats till förvänt-
ningar, har lönenivån i Mexico en positiv inverkan på migrationen. Detta kan förklaras av 
att migranterna i första hand tillhör den övre- och mittendelen av lönespridningen i landet. 
Således kommer fler personer att ha råd att emmigrera när deras inkomst ökar. Sannolikhe-
ten att finna ett jobb i utlandet spelar också en stor roll i migrationsbeslutet.  
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Abstract 

Migration is an ancient phenomenon. However, it is a current issue between Mexico and 
the United States. With the help of regression analysis this thesis comes to the result that 
US wage rate, which is a pull factor, is the dominant variable in determing migration flow. 
The wage rate in Mexico, considered a push factor, has a contradictory effect to the the au-
thors expectations, of positively affecting migration. This can be explained by the fact that 
migrants mostly come from the upper and middle segments of the income distrubution, 
hence when wages increase more people can afford to migrate. The uncertainty of income 
after migration,  that could be represented by the probability of finding a job in the US, 
also plays a crucial part in the migration decision.  
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1 Introduction 

The reason for migrating is the same as it has been for ages, an attempt to improve one´s stan-
dard of living. We are always interested in relocating to a new and better environment, whether it 
is to the other side of the street, town, or another continent. There is always a drive to increase 
our budget and to struggle for constant utility maximization. 

There are many things that have influenced migration over the last century. The income gaps be-
tween the poor and the rich countries have widened and thereby increased the incentive to move. 
It has also become less expensive to travel, thus reducing the transport costs between the third 
world and the developed countries. The United States is a country built on immigration, and the 
stream is still flowing. Different countries have been the source of the immigration during differ-
ent periods of the American history.  

Mexico and the United States have a natural geographical connection. This is also a classical case 
of a poor and a rich nation, and individuals moving towards the country where they expect their 
utility to be maximized. Migration is not a new topic but it is an interesting and current issue.  
Mexico has, through the entrance of  the North American Free Trade Agreement (NAFTA) be-
gun a new era of cooperation with the United States. “Mexico wants to export goods not people” 
as stated by former Mexican president Carlos Salinas de Gortari (Aroca & Maloney, 2005, p. 449), 
when commenting on the agreement. 

The purpose of this thesis is to study and explain the labour migration from Mexico to the 
United States. This thesis examines if the “pull or the push” factor is more predominant in de-
termining the migration flow, it will also discuss how factors such as uncertainty, maquiladoras 
and wages influence the labour flow. 

The thesis starts with a background to the topic in section 2, and then continues with different 
migration theories in section 3. The fourth section will deal with an empirical and historical re-
view regarding the subject. Section 5 will present two different regression models explaining the 
Mexican legal migration to the US. This thesis will use section 6 to summarize and analyze the 
findings, and end in section 7 with a conclusion. 
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2 Background 

Mexico and the US both became independent states as a result of revolutions against European 
colonial regimes. The US is the most important element in foreign policy for Mexico, and they 
share the longest border in Latin-America. Even today the end of Mexican-American War with 
the treaty of Guadalupe-Hidalgo in 1848, is a significant event. It resulted in a loss of territory in 
the north for Mexico, and the establishment of the Rio Grande border. There has always been 
some tension between the two countries, and today both sides have some negative views of each 
other. The US seems to see Mexico as underdeveloped, with drug trafficking and human-rights 
abuse and corruption. Mexico still thinks negatively of the US, because of the loss of the War 
(Jenkins, 1977). 

The emigrational history of Mexico is very dependent on the American restrictions on migration. 
The United States had free migration before WWI (Clark et al., 2004). They have later legislated 
and structured the migration. The US has not always acted in a way that would benefit the Mexi-
cans. A large number of Mexican workers were shipped back to Mexico during the Great De-
pression (Duleep & Wunnava, 1996).  

The US started the work program Braceros in 1964. This program was established as a temporary 
work pass for a certain number of Mexicans, so they could come to the United States and work 
for a period of time, to later return back to Mexico. This program recorded about 5 000,000 
workers that acted as temporary workers in the United States. The numbers of illegal aliens re-
ported during this period were around the same as the total number of program participants. The 
problem with the Bracero program was that it did not reduce the number of illegal immigrants 
from Mexico (Duleep & Wunnava, 1996). 

Mexico’s economic difficulties since 1970 have made the country less important to the US. Mex-
ico also has an obsession about itself; there is not much international coverage in Mexico’s news-
paper and there are very few institutes of US studies. However, each US president seems to meet 
with his Mexican counterpart more often than with other heads of states. Drug trafficking and 
border questions were often discussed during President Clinton’s time in power. The North 
American Free Trade Agreement, that came into power in 1994 was a result from a Mexican ini-
tiative. NAFTA was a way of involving the US more in Mexican affairs (Hamnett, 1999). 

Mexico has come a long way since the work programs. Monterrey, one of the biggest cities in 
Mexico, has benefited a lot from its closeness to the US border. The Monterrey region has pros-
pered a lot from NAFTA, but will need some changes from the Mexican government to continue 
to grow. Mexico needs a deregulated oil industry, tax reforms and tax enforcements to fully bene-
fit from NAFTA. The risk is that  migration will increase if Mexico can not make these changes. 
Mexico needs to produce about 1 000,000 jobs a year to cope with its own population. An ex-
pected 400,000 migrants are heading over the border every year and there seems to be nothing 
stopping them. One of the problems is that China is taking over a lot of the business from Mex-
ico. China can compete with lower wages than the Mexican producers. Mexico can not match the 
low wages due to the higher price levels in Mexico. One of the big advantages with Monterrey is 
that the blooming university culture that is springing up is starting to put some research and de-
velopment (R&D) into the area (Stier, 2006).  

 

 



 

3 

3 Migration Theories  

 

This part of the thesis will present different migration theories. It will begin with the most basic 
labour migration theories, to give a theoretical base. It will then proceed with narrower subjects; 
rural to urban migration, the English and the Chicago school of migration. 

3.1 The classical theory of labour migration. 

The classical theory of labour migration is a very basic idea of migration. Imagine an economy in 
wich all laborers are identicial in their prductive quality and that there are two regions. Suppose 
labour is the only mobile factor of production. An initial real wage difference between the two 
regions caused by differences in the amount of capital per labour, unequal tax conditions, or any 
other reasons, would initiate labour migration towards the high-wage economy. The migration 
will seize when the real wage rate is equalized.  

The restrictive assumptions for the classical theory of labour migration are: 

• Perfect competition exists in all markets 

• Production functions show constant returns to scale 

• Factor migration is costless and there are no other trade restrictions 

• Factors of production are homogenous 

• Factor of production owners have perfect information about factor returns 
 

This model is very basic and it is not sufficient in the real world due to the extreme assumptions 
made. It is however a good theoretical starting point. The differences in the real wage rates defi-
nitely play a role in the migration decision, but there are many other factors that influence the 
choice to migrate. A migrant is often more interested in differences in expected lifetime earnings 
than the current real wage difference (Armstrong & Taylor, 1993). 

3.2 International Labour Movement 

Krugman and Obstfeld (2003) describe an international labour movement model in their text-
book, International Economics, Theory and Policy. This model allows for labour movement between 
two countries, Home and Foreign. If Foreign has a higher marginal product of labour and wage 
level than Home, than workers will move to Foreign from Home. This will reduce the wage level 
in Foreign and thus raise the wage level in Home. The notion of no obstacles to trade will make 
this process continue until the marginal product of labour, equivalent to the wage level,  is equal 
in Home and in Foreign. 

Figure 3.1 illustrates the effects of international labour mobility. The vertical axis shows the mar-
ginal product of labour for Home (MPL) on the left side, and for Foreign (MPL*) on the right 
side. Total world labour supply is on the horizontal axis. The number of employees in Home is 
measured from the left, and the number of Foreign workers is measured from the right. 

Assume that we start at point L1. With perfect competition in the labour market, the wage rate 
equals the marginal product of labour. At point L1, therefore, the wage rate in Home is lower 
than the wage rate in Foreign; Home would be at point C and Foreign would be at point B. Free 
labour movement would make the workers in Home move towards Foreign due to the higher 
wage rate in Foreign. They would keep moving towards Foreign as long as the wage rate is higher 
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in Foreign. The wage rate is equalized between the countries at point A in the figure 3.1. The la-
bour movement will seize at point A, due to the equalized wage rate. 

Labour movement will lead to 

• An increase in the real wages in Home, and a decrease in the real wages in Foreign, so 
real wage rates would converge. 

• The world output would increase since Foreign would have an increase of its output in 
the area below the MPL* curve and between L1 and L2. Home would have a decrease in 
its output in the area below the MPL curve between L1 and L2. The increase in output in 
Foreign would be larger than the decrease in Home by the area of the triangle ABC in the 
figure. 

• There is an overall gain but there are some that will lose in this model. The workers that 
would have worked originally in Home and the land owners in Foreign will benefit. The 
workers that would have worked originally in Foreign and the land owners in Home will 
lose. 

 

 

Fig. 3.1 International labour movement model 

Source: Krugman & Obsteld, 2003 

3.3 Rural-to-Urban migration 

In 1969 Todaro wrote “A model of labour migration and urban unemployment in less developed 
countries” which has been seen as one of the cornerstones in explaining migration. He tries to 
explain a rural-to-urban migration by more than just wage differentials. It is a fact that material 
progress often is associated with the movements of labour from rural agriculture areas to urban 
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industry areas. Todaro sees this as a two-stage phenomena. The migrant first moves from the ru-
ral area to the urban area, seeking work in manufacturing. However there is unemployment and 
underemployment in the urban area, and the migrant has to settle for temporary low-skilled work 
in the first stage. In the urban area the migrant is working in the urban traditional sector. The 
second stage is reached when the migrant has a more permanent job in the modern industry  

In his basic model Todaro has two variables that affects the decision to migrate: first the differ-
ences in real income between rural and urban areas, and the probability of obtaining an urban 
job. The positive chance of having a higher income in the city must be balanced against the nega-
tive risk of not getting a job in the modern industry during a period of time. The important roles 
that the probability variable plays are highlighted by Todaro in two examples. One is during the 
depression in the 1930´s in the US, where there was a reverse migration flow, from urban to rural 
areas. Even though there was a substantial difference in wages, the low probability of getting a 
job in the city had the effect that people moved to the rural areas. The other example is from 
Kenya 1964, where companies through government subsidies hired a lot of people to lower the 
unemployment rate. The effect was that people moved from rural to urban areas due to the in-
creasing probability of getting a job, and hence the increasing labour force in the cities made un-
employment grow even more. One of the implications Todaro found in his model is that it is dif-
ficult to reduce the urban traditional sector if the government does not increase the attractiveness 
in the rural areas at the same time. 

3.4 The English School 

The English School´s theory of migration explains migration flow through push- and pull factors. 
In the studies of Ravenstein (1885, 1889) the factors that determined migration were called “the 
laws of migration”. People are pushed from rural areas because of unfavorable terms of trade, 
differences in income and rural poverty in general. The pull factors are education and employ-
ment, but it could also simply be the “bright lights” of the city compared to an underdeveloped 
countryside. According to Ravenstein (1889, p. 288) “migration means life and progress”.  

In 1966 Lee developed a theory that talks about the push and pull model of migration. There are 
according to Lee four basic sets of factors that affect the decision to migrate: 

• the factors in the origin 

• the factors in the destination 

• the obstacles in getting from origin to destination 

• the personal factors affecting the migrant 
 

The first three factors will differ individually for different people, and we can not specify them 
exactly but we can take out certain factors that are more important. It is in most cases easier to 
consider the factors in the home area than those in the foreign since the person knows more 
about that area. The destination or the foreign area will have an uncertainty factor or a sense of 
“mystery” that is hard to disregard. It will nevertheless not be enough to calculate all the pluses 
and minuses at the origin and destination to conclude the choice to migrate since the obstacles in 
the way must also be considered and evaluated before the conclusion can be made. The obstacles 
can vary from physical hindrance such as the Berlin wall to more soft obstacles as emigrational 
legislation. There is yet again a personal factor that is added into this, the costs of transportation 
may be easy for some but it could be a big problem for others. The fourth set of factors is natu-
rally different for different individuals as well. Some of these factors are constant during the en-
tire time of one´s life,  while some will change over the course of the lifecycle (Lee, 1966). 
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There are also scholars such as Bigsten (1996) who argued that the pull of the model is more im-
portant than the push. Bigsten uses Kenya as an example to argue that wage pulls are more im-
portant then land scarcity pushes. He also discusses the importance of immigration networks 
“migrants act in conjunction with other family members or relatives, and the probability of mi-
gration increases if the household is well connected to the urban economy.” (Bigsten, 1996, p. 
16). 

3.5 The Chicago school 

Neoclassical economic theory as championed by the University of Chicago, proposes that more 
jobs in the source country will reduce the flow of migrants, and migration is put into a frame-
work of costs and returns of investment. Neoclassical economic theory claims that the potential 
immigrant makes a cost-benefit analysis about the decision to migrate. This increases the impor-
tance of wages since they determine the expected future income of the individual. The rational 
person will move if the benefits exceed the costs (Massey, 1997).  

Sjaastad (1962) writes that there are two main questions for economists when it comes to migra-
tion. The first one is the direction of labour flows according to wage differences over space. The 
second one and the one that has received less attention, is how effective migration is in equalizing 
inter-regional wage differences.  

He concentrates on the second question, and he depicts the problem of resource allocation. That 
is, migration is treated as an “investment increasing the productivity of human resources.” 
(Sjaastad, 1962, p. 83). This investment has costs and also renders returns. He distinguishes the 
private cost of migration into two parts, money costs and non-money costs. The money cost is 
the increase in expenditure due to the migration, for example; food, lodging, and traveling costs. 
These costs must be sufficiently small for there to be an incentive to migrate to an area where the 
migrant can be better off. The non-money costs are probably more substantial according too 
Sjaastad. He points out the opportunity cost of migration; the earnings the migrant would have 
earned instead of traveling and looking for new job. The distance also plays a crucial part here in 
view of the fact that the time of traveling will increase by the distance. These costs must be com-
pared to the expected earnings for the migrant in the new area. A second non-money cost that is 
considered is the psychic cost, which is the cost for a migrant to leave familiar surroundings, fam-
ily and friends. However Sjaastad does not include this in the investment of migration because it 
does not involve any resource to the economy as a whole.  
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4 Empirical and Historical Review 

4.1 Migration Decision  

A person makes a migration decision on the basis of his or her expected future utility. The non-
pecuniary aspects of the relocation, i.e. wages, security, integration to society, separation from 
families etc., can only be experienced after living in the new country for an extended period. 
These factors might not turn out as expected for the individual, and that may lead to return mi-
gration. The Mexican networks in the United States are very developed, lowering the uncertainty 
of the non-pecuniary aspects (König, 2000). 

People living in poverty cannot afford to migrate. The majority of the Mexican migrants to the 
US come from the middle and upper parts of the income distribution in Mexico. Chiquiar and 
Hanson (2002) confirmed this trend. The migration has increased the income inequalities in Mex-
ico since all the poor and parts of the upper and middle class do not migrate. The Mexican mi-
grants are less educated than the average American citizen but more educated than the average 
Mexican citizen (Clark et al., 2004). 

The success rate of the immigrants in the new country is often determined by their initial occupa-
tional skills. The typical immigrant earns less in the beginning due to their lack of experience in 
the country-specific skills. However, due to time and an increasing stock in human capital, immi-
grants to the United States have historically earned more than the natives after about 30 years in 
the country.  These conclusions are drawn from the postwar immigration; it is however not likely 
that today’s migrants will have the same opportunities (Borjas, 1994).   

4.2 Immigration Quotas 

It has been claimed that the human capital of the migrants to the United States has decreased as a 
result of changes in source country patterns, which have arisen due to the legal changes between 
1950 and 1990. The quotas that were changed in 1965 strongly favored Europeans and were 
based on the immigration stock from 1921. The demand for quotas developed very differently 
compared to what was expected by the US government. Less Europeans demanded quotas, while 
more migrants from the western hemisphere were competing for a small supply of quotas (Clark, 
Hatton & Williamson, 2002). The US change in their national origin system, resulted in less con-
centration on the original country quotas, and more focus on family ties to the US. This led to a 
decrease in the immigrants from Canada and Europe and increased the immigration from the 
western hemisphere. (Borjas, 1994). 

The 1965 law set the western hemispheres total quota at 120,000 immigrants combined with 
country specific quotas. The individual country quotas were set at 20,000 per country in 1976. 
The legislation from 1990 allowed for a total quota of 675,000 (Clark et al., 2004). The United 
States enacted a new act in 1986 that gave amnesty to millions of illegal immigrants in the coun-
try. The legislation passed in 1990 allowed for 150,000 new immigrants to enter the country 
yearly (Borjas, 1994).  
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4.3 Amnesty 

The Immigration Reform and Control Act (IRCA) was instated in 1986 in the United States. It 
was the largest change in migration legislation in the twentieth century. The IRCA allowed am-
nesty to 2 700,000 people that met specific requirements. The 2 700,000 included 2 000,000 
Mexicans (Orrenius & Zavodny 2003). 

When the IRCA was passed, it also ordered more funds to border control and sanctions against 
employers hiring illegal immigrants. The IRCA did have a great impact on the migration of Mexi-
cans to the United States. We can see in fig. 4.1 that there was a massive increase of migrants in 
1989, 1990 and in 1991. The figures then returned back to normal numbers in 1992 (OECD, 
2004).  

 

Fig. 4.1 Number of legal immigrants per year 

Source: US department of homeland security 

4.4 Maquiladoras 

The maquiladoras are foreign-owned manufacturing industries in Mexico that have a special 
agreement with the Mexican government. They receive certain tax advantages to increase the in-
centive of foreign direct investment (FDI). Aroca & Maloney (2005) states that there is on aver-
age a 1.5-2.5 percent drop in migration from a doubling in FDI flows to Mexico. The maquilado-
ras are mainly placed close to the northern Mexican border. The maquiladora industry has started 
to hire more male workers and has in doing so reduced the pressure for these workers to search 
for work in the United States (Jones, 2001). 

A study by Jenkins in 1977 has shown the relationship between the border apprehensions and 
employment opportunities at the maquiladoras. The border apprehensions decrease when the 
maquiladoras employ more workers. Individuals who migrate respond to the fluctuations in the 
economy. There has been an increase in the hourly wages of the maquiladora workers. There are 
some fluctuations in the maquiladora wages but the general trend is increasing, as can be seen in 
Fig. 4.2 (Jenkins, 1977). 
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Fig. 4.2 Hourly Compensation costs for production workers in maquiladora manufacturing 

Source: US bureau of labor statistics 

4.5 Illegal immigration 

About 200,000 individuals emigrate legally every year from Mexico to the United States.  It is 
hard to determine the amount of illegal migration, but estimates from the US border apprehen-
sions and figures from the Mexican government indicate that roughly 400,000 more migrate ille-
gally every year, as can be seen in fig 4.3 (OECD, 2004). 

 

Fig. 4.3 Annual estimates of unauthorized immigration 

Source: OECD 

The current US border policy to prevent illegal border crossings is based on increasing the costs 
of entering the country for the individual. The factors that influence illegal migration are the rela-
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tive wages in the United States, the relative wages in Mexico, and the risk of getting caught at the 
border. (Hanson, 1999). 

The seldom enforcement of the legislation on employers and the high demand for Mexican la-
bour by the US employers relative to the authorized migration limit could be seen as a major rea-
sons for the continuation of illegal migration (OECD, 2004). Migrants may stay permanently or 
temporarily in the host country. The temporary stay can vary from days to several months. Some 
migrants think of Mexico as their home country, but they work in the US and make regular trips 
to Mexico, while others see the US as their home country but they often also makes regular trips 
to Mexico (OECD, 2004). 

There is a demand for undocumented workers that is fought by the US labor unions. This has 
created a relation between border enforcement expenditure and the demand for workers. The 
evidence suggests that the government relaxes the border enforcements when the demand for 
undocumented workers rises (Hanson, 2001). 

4.6 Brain drain 

Public investment in human capital can be a waste if the well-educated people migrate when they 
have finished their education. This occurrence is known as “brain drain”. It may be advantegous, 
rather than a waste, if the emigrants return after acquiring more skills and business networks 
abroad. The risk for brain drain is very low in Mexico since the highly skilled workers do not mi-
grate to a high extent, in contrast to other developing countries. 

When comparing the Mexican workers in the US with those from Asia and Africa, managers and 
professionals account for 6 percent of the Mexican worker community, compared to 39 and 26 
percent for Asian and African worker communities respectively (OECD, 2004). 
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4.7 Facts and figures 

According to Clark et al. (2004) a 10 percent rise in US income or a 10 percent decrease in the 
sending country’s income leads to a fifteen percent rise in migration to the US. However, it is 
important to remember that this is also dependent on the individual occupational skill levels, so 
the individual will earn more if their initial occupational skill level and education are higher. Ine-
quality must also be considered since if the sending country, has a more unequal income distribu-
tion than the US, the incentive to migrate would be larger for the people at the lower parts of the 
income distribution (Clark et al., 2004). 

There is a clear difference in the Mexican and American hourly wages. We can see from fig. 4.4 
that the American wages have a yearly increase while the Mexican wages stay at a more or less 
constant level. The peso crisis that came around the same time as the introduction of NAFTA, 
led to a sharp increase in unemployment, and a twenty-five percent drop in wages (Maloney,  
2005)  

 

Fig. 4.4 Hourly pay in manufacturing  

Source: US bureau of labor statistics 
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5 Data and Regression model 

5.1 Regression model 

The regression model is based on time series data from 1980 to 2002, with the exception of three 
years, 1989, 1990 and 1991. The observations from these years are extreme outliers which arose 
from the political decision of the amnesty program in the United States during this period and 
they have been removed. The data are collected from US department of homeland security, Bu-
reau of labour statistics, UN statistical database and the statistical database ECOWIN. 

Two different regression equations have been examined. The aim is to see to what extent the dif-
ferent factors influence labour migration. The equations are: 

 

M=β1+β2Wus+β3Wm+u     (1) 

M=β1+β2Ehisp+β3Wm+u      (2) 

 

The dependent variable M is the fraction of Mexican population legally migrating to the US. The 
explanatory variables Wus and Wm are manufacturing wage indexes from the US and Mexico re-
spectively. These indexes have been chosen since it is more likely that the legal migrants, which 
this thesis focuses on, will work in the manufacturing sector (illegal Mexican migration to the US 
is more associated with the agricultural sector). The explanatory variable Ehisp is the unadjusted 
employment-population ratio for Hispanics/Latinos in the US. This measurement is more suit-
able than the overall unemployment rate in the US and the latter one is therefore not included. 

Other factors that influence migration, such as expected utility, have been brought up in the the-
sis. However, they are not included in the regression due to lack of data. These factors are very 
hard to measure. The number of observations used in both regressions is 20.  

The first equation tests the relationship between migration and wages in both countries. The sec-
ond equation tests the effects of Mexico’s wages and US Hispanic/Latino employment on migra-
tion to the US. The expected signs of the coefficients are not all the same. Wus is expected to 
have a positive coefficient since people are expected to move to the country with the highest 
wages as stated in the international labour movement model. Ehisp is expected to have a positive 
coefficient since people are more likely to move if the probability of getting a job is higher as 
stated by Todaro. Wm is expected to have a negative coefficient since people are expected to stay 
in the home country if the wages move towards equalization according to the International la-
bour movement model, ceteris paribus. 
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5.2 Wage regression 

The computed F value of 10.597 based on equation (1)´s regression exceeds the critical F value 
from the F table at the 0.01 level of significance. We may then reject the null hypothesis that both 
of the explanatory variables have coefficients which are zero.  

 

Table 5.1 Wage regression table 

  β sig. 

Constant -0,417 0,003 

Wus 0,004 0,001 

Wm 0,001 0,920 
 

The estimation results from the wage regression in equation (1) are shown in Table 5.1.1 They 
show that the wages in the United States positively affect migration at the 1% level of signifi-
cance. Wage increases in Mexico positively affects migration flow at a 10% level of significance.  

5.3 Mexican wage, Hispanic employment regression 

The computed F value of 10.257 based on equation (2)´s regression exceeds the critical F value 
from the F table at the 0.01 level of significance. We may then reject the null hypothesis that both 
of the explanatory variables have coefficients which are zero. 

Table 5.2 Mexican wage, Hispanic employment regression 

  β sig. 

Constant -0,606 0,002 

Wm 0,001 0,031 

Ehisp 0,010 0,002 

 

The estimation results from the Mexican wage Hispanic employment regression, shown in table 
5.2, once again show that the Mexican wage rate has a positive relation to immigration, at the 5% 
level of significance. The employment-population ratio of Hispanics/Latinos in the United States 
is estimated to positively affect migration at the 1% level of significance. 

                                                 

1 The istimates in this table and in table 5.1 may suffer from nonstationarity of variables, so there could be some spu-
rious relationships 
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6 Analysis 

The labour flow from Mexico to the United States is following the classical migration theory we 
discussed above with respect to the pull effect. Higher wages in the United States positively af-
fects migration; they appear as a pull factor for the migration. We have several theories such as 
the classical migration theory and the international labour movement discussed by Krugman and 
Obstfeld that support the fact that higher wages in the foreign country (the US) is a pull factor. 
There is however some contrary evidence against the wage equalization. The classical migration 
theory and the international labour movement theory both predict long run wage equalization. 
We can see in fig. 4.4 that the US hourly wages are increasing while the Mexican wages are hold-
ing a lower and steadier development. This leads to the conclusion that the wages in the US are 
an attracting factor, but there is no evidence of future wage equalization as is evident from the 
wage figure. The fact that the US wages act as a pull factor is also consistent with the English 
school of migration theories. Bigsten argued that the pull factors are more important than the 
push factors. We have not been able to distinguish any apparent signs that might change the 
trend of US wage induced migration, since the US wages are continually increasing. 

Another factor worth mentioning is Ravensteins “bright lights” of the city. This could in Mex-
ico’s case be interpreted as, not only the material fact of electricity in the city, but also the so 
called “American dream”. There is an evident pull factor due to the success rate of previous im-
migrants in the United States as discussed by Borjas. This is nevertheless quite misleading since it 
is not equiproportional to the current migration. The current immigration is, as Borjas points out, 
quite different compared to the post-war immigration, and it is not probable that the Mexicans 
today will have the same opportunities as the immigrants had in the post-war US.  

The result from the Mexican wages is however quite intriguing, as the expectations were that 
higher Mexican wages should increase the incentive for the Mexicans to stay in Mexico and thus 
decrease the migration. The results from our regression show the opposite, a small increase in the 
Mexican wages will increase the migration. This can be explained by two factors. First, the cur-
rent migration is predominately from the upper and middle wage segments of Mexico as dis-
cussed by Chuiquiar and Hanson in 2002. A main criterion determining migration, as discussed 
by Lee and Sjöstad, is the actual cost of migrating such as transportation. These two factors, pro-
vide a reasonable explanation for the sign of the estimated coefficient for the variable Wm in our 
regression. The poorest immigrants will take the chance to migrate when their financial situation 
improves (aided through higher Wm) to a point where it is possible for them to do so. This find-
ing also leads to some troubling conclusions. Since the Mexican government is trying to prevent 
migration, the big question and something that should be studied further is how they should do 
this. The fact that an increase in wages will lead to an increase in migration adds to the complex-
ity of the problem and it is important to distinguish exactly how to increase the standard of living 
in a way that will not lead to an emigrational wave.  

The employment-population ratio of Hispanics/Latinos in the US is associated, as can be seen in 
the results, with migration in a positive way. This is an indicator of when overall migration uncer-
tainty decreases, that is when Hispanic employment in the US goes up, the migration increases. 
The probability of finding a job is one of the main factors affecting the migrant’s decision, as 
stated by Todaro in 1969.  This supports the positive relation of Ehisp to migration. The uncer-
tainty factor is highlighted by Lee (1966) when he describes the personal factors affecting migra-
tion. Sjaastad (1962) also writes about uncertainty being a non-money cost, i.e a psychic cost for 
people leaving familiar surroundings.  
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Lee discusses the different kinds of obstacles in migration, and the quotas and legislative changes 
in the United States have definitively had an impact on the Mexican legal labour flow to the 
United States. The Immigration Reform and Control Act from 1986 is the largest evidence of 
that. We can see in our graph of the migration flow that there was a large increase in 1989, 1990 
and 1991.  

The Mexican maquiladoras have intentionally been placed close to the American border to in-
crease the incentive for foreign direct investment to Mexico. Maloney showed in 2005 that a 
doubling in FDI would decrease the migration by 1.5 to 2.5 percent. The maquiladora industry is 
important for the reduction of migration. However, the risk is that the low wage jobs offered by 
the Maquiladoras will continue the current migration trend. It is important to remember that the 
maquiladoras are foreign owned. They will also have increasing difficulties in wage competition 
against China. Mexico needs to focus more on other solutions. The growing university of Mon-
terrey is a big step towards a new beginning. Mexico must work towards preventing brain drain 
and try to increase the incentives for R&D within the country. The reduction of migration of the 
upper and middle class will benefit the country.   

This thesis has focused on the legal migration from Mexico but it is also important to realize that 
illegal migration is a major factor. It is impossible to say exactly how many illegal immigrants that 
enter the United States every year from Mexico, but there are nevertheless some estimates that go 
as high as 400 000 illegal immigrants every year as stated  by the US border enforcement and the 
Mexican government.  
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7 Conclusion 

Beyond quota changes, the factors influencing the migration from Mexico to the United States 
are foremost wages and job probability. This is shown by the regression results and it has support 
from theories of Krugman & Obsteld and Todaro. The Mexican wage level, contrary to our ex-
pectations, affects migration in a positive direction. This can be explained by the fact that mi-
grants primarily come from the upper and middle segment of the income distribution and hence 
when wages increase more people can afford to migrate. This is discussed by Chuiquiar and Han-
son. This adds to the complexity in Mexican migration, how can the standard of living be raised 
without an increase in migration? The pull factor, the US wages, are more significant in the re-
gression results than the push factor Mexican wages.  

Obstacles in migration can also be legislative, such as quotas. The Immigration Reform and Con-
trol Act from 1986 had a great impact on the number of migrants in 1989, 1990 and 1991 when 
the migration reached its peak of nearly 1 000 000 legal migrants. It is important to remember the 
illegal migration. This thesis has, due to the lack of reliable data, not focused on illegal migrants. 
It is still worth mentioning that some estimates go as high as 400 000 illegal immigrants every 
year.  

The maquiladoras are foreign owned manufacturing industries. They are located close to US bor-
der and they have a special tax agreement with Mexico’s government to enhance foreign direct 
investment. The FDI lowers the migration only by a small fraction, but the Maquiladoras play a 
more important role when it comes to decreasing the illegal migration, as a study by Jenkins 
(1977) shows.  

To conclude, the US wage rate has a lower p-value level than the Mexico wage rate when it 
comes to determining migration; hence the pull factor is dominating. The employment of His-
panics in the US also plays a crucial part, as this variable can been seen as a measure of overall 
uncertainty. This thesis has shown that increasing wages in Mexico is not enough to bring down 
Mexican migration to the US since that increases migration. A suggestion for further studies is an 
investigation of how Mexico can increase its standard of living without increasing migration.  
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