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Migration, Relationship Capital and Internationahvel:
Theory and Evidence

1. Introduction

The intensifying links between countries in ternfscmss-border flows of goods,
money, information and people have been one ofnibgt discussed features of global
change during the last few decades. Among thesesflthe border crossing of people
has been identified as the issue of greatest coratepresent. Major reports by the
OECD and World Bank highlight the political and eomic issues resulting from
international migration (World Bank 2006; OECD 200At present, most of the
world’s citizens still reside for their entire liwsen the country in which they were
born, but the number that at some stage of tHeimlill become a resident of another
country to work, to study, or even to retire, hasiorapidly increasing. Of the current
world population of 6.8 billion, about 200 millig@ percent) live in a country other
than their country of birth. While this may stikem a rather small percentage, the
share of migrants in the population of high-incocoentries almost doubled between
1970 and 2000. In addition, there has been ramdshrin the number of temporary
residents, who are not counted as immigrants botmway reside in a foreign country
for 12 months or more to study or to work. Additdlg, seasonal labor demand may
be partially met by seasonal workers from abroad.

In this new global environment, the notion of migra as once-in-a-lifetime
change of country of residence is becoming incneggi flawed, and multiple
migrations over the life course are now of growinigrest in international migration
research (Constant and Zimmermann 2007; Dustma@8)26or many migrants, a
spell of working abroad may be a strategy to bdiéstime income, but they may
migrate with the intention of returning to theirrhe country, or of moving on to one
or more other countries. In addition, the posgibsi for more complex global
mobility patterns are emerging from globalizatioends, firstly, because migrants are
now much better informed than in the past aboubdppities elsewhere; secondly,
because pecuniary and non-pecuniary costs of nogrétave become less; thirdly,
because institutional barriers to migration haverbeeduced particularly in the case
of high skilled and temporary migrants; fourthlycdause of greater global economic

integration; and fifthly, because of the reductinrhe real cost of travel (Glaeser and



Kohlhase 2004) and communication. These change$y ithat the frequency of
international migration will increase.

Meanwhile, there are sociological arguments whigigest that the frequency
of international travel behavior triggered by sudimgration will also increase. Of
particular interest here is the visiting of relasvand friends in the home country. In
the sociological literature the mutually beneficralationships among family and
friends are referred to as ‘relationship capitébollahite and Rommel 1993) and
separation from family and friends in the home ¢oustill remains a significant cost
of international migration, notwithstanding the oheas associated with globalization.
The maintenance of relationship capital is theeefstill very important for many
migrants, and the institutional and technologidarges associated with globalization
provide new travel opportunities for maintainindgatenship capital between family
and friends across different countries (de Coulath Aolff 2005). In particular, we
might expect to observe higher frequency mobilityterms of short-term visits back
home in order to maintain relationship capital (@barlain and Leydesdorff 2004).
However, to date this type of mobility has beergédy neglected by economists.
There has previously been no formal modeling origogb testing of the frequency of
international travel associated with the maintepaoicrelationship capital. It is this
specific type of international travel behavior whis the central focus of this paper.

We start from the assumption that high frequencyiiitg (travel) and low
frequency mobility (migration) are related. Eachgration opportunity will be
associated with a discounted stream of benefits whih endogenously determine
consumption levels as well as an optimal leveletditronship capital maintained with
the home country. The level of relationship capdgfimigrants who decide to live
abroad indefinitely, and the related psychologemts of separation, can be expected
to be lower than those of the migrant who intermlseturn home. Consequently,
shorter migration spells ought to correspond witlmare intense maintaining of
relationships with family and friends. While thevéé of such capital could in
principle be quantified by Likert-scale survey-t@dspiestions in psychological and
sociological research, this is not the objectivetlod present paper. Rather, our

objective is to demonstrate that it is possibldadve implications for visits to family

“In a recent survey of 7,137 new immigrants in Néaaland, ‘distance from home or family’ rated as
the second most disliked aspect of living in thesw host country, after dissatisfaction with high t
rates (Statistics New Zealand, 2008).



and friends from the existence of such unmeasuapdat by assuming that, for any
given migration spell, thaverage level of relationship capital is set at a steaidyes
value determined by long-term inter-temporal wtilhaximization. Once average
relationship capital is assumed to be constant,rtipact of its depreciation while
living abroad and its replenishment while visitihgme on the optimal number of
trips back home and the total time spent back hant away from the workplace
location, can be determined in a manner analogouthdt of inventory analysis
(McCann and Ward 2004; McCann 2007). Given plaesdgdsumptions about the
depreciation and accumulation of home country iaahip capital, we show that a
steady-state level of average maintained relatipresdpital implies that the optimized
travel frequency is inversely related to distancel dransportation costs, and
positively related to the psychological costs gbasation. Moreover, the total time
spent at home is increasing in the optimized trggdency and the elasticity of this
relationship is decreasing in the extent of cultypeoximity between the two
countries.

Empirical evidence in support of all these theasdtpredictions is found in a
unique longitudinal sample of all internationalvighup to July 2005 of 13,674 New
Zealand citizens and 6,882 UK citizens who migratedustralia between 1 August
1999 and 31 July 2000. The data were provided mmfigentialized form by the
former Australian Department of Immigration, Muitltural and Indigenous Affairs
(DIMIA) and contain demographic information, reasofor short-term travel,
intended duration of stay in Australia and occupatof the migrant. While the
available information on each individual is rathmeodest, the data have the major
advantage of being longitudinal and capturing ks#tbrt-term travel and possible re-
migration. To our knowledge, this is the first tirtteat a longitudinal database of
short-term travel of international migrants hasrbewde available to researchers.

In section 2 we show that under reasonable assangptregarding the
depreciation and replenishment of home countryticgiahip capital, the time spent
back home to maintain average relationship capital predetermined steady state, is
increasing in trip frequency with a positive eleiyi of between zero and one. This
elasticity reflects the cultural distance betwdsliome and host countries, i.e. where
cultures are perceived to be very similar the aégtwill be small. Armed with this
result, in section 3 we then formally derive optirhame country travel frequency

and time spent at home and away from the work imcanh terms of a migrant’s



opportunity cost of time, the distance betweencthntries, the unit cost of travel, the
psychological attachment to the home country, drel dultural proximity of the
countries. In sections 4 and 5 we employ our ladyital unit record data to
empirically test the hypotheses derived from theothtical model. The results
confirm the theoretical predictions of our modeidaare also seen to be consistent

with the results from a range of other inventorgetetic frameworks.

2. Relationship Capital and Migration Frequency

To simplify matters, consider two countries: hoideand abroadA. A worker is
endowed with human capitdt for which the returns may vary spatially and
temporally. This may at some stage lead to a magrdtomH to A, in line with the
migration model originally proposed by Sjaastad6@)9 When visiting the home
country, the migrant enjoys the benefits of homentry relationship capita®" that
yields support and satisfaction from personal adgon with family and friends.
While abroad, home country relationship capital rdejates but visits back home
permit a replenishing of this. A steady state iBnéel as a spell living ifA during
which an average level of relationship capRélis maintained (see Figure 1). The
migrant allocates timeZ betweenH and A. This allocation of time will be
economically determined in what follows in a wawttiminimizes the total cost of
maintainingP" at its predetermined level. Naturally, a migraiit fuild up location-
tied relationship capital abroad as well and formmarage level oP™ there will be a
corresponding average level Bf. The psychological costs of being away frém
would then need to be compared with the psychoddgiosts of being away from,
and eventually visits t¢d may no longer yield a net benefit (e.g., whencédise
relatives have died or migrated themselves). Howenethe present paper we focus
on visits during the first five years after migaati It is then plausible to assume that
relationship capitaP” remains at a predetermined level that is much rtoaa P*
and for mathematical simplicity we will set thetéatto zero.

Figure 1 about here
Without loss of generality we can think of a dayaasit of measurement. Let

h be the fraction of time spent back in the homentgu referred to akome country

attachment. The migrant makes trips back home throughout a period of length



days, during which a steady state is maintaineackiiis thetrip frequency andT" is
the duration in days of a spell back home per sipthafT™ = hz/f. There is no reason
to take account of spells of unequal duration. Thiae initial migration spell™ =
(1-h)z/f will be followed by a trip hom&™ and this sequence will continue until the
end of the time horizon. Time away from home letaddepreciation of home-country
relationship capital. Each day spent abroad leadsfurther loss of this relationship
capital, but each day spent back home during & emables some replenishment of
the relationship capital. In a steady state, theragye level of home country
relationship capital will be constant at some ptedrined level. Depreciation
D(Po,T) is a monotonically increasing function of thedeuf relationship capitdP at
the time of leavindd and the number of dayspent abroad since then. WhenrAin
the remaining level of home-country relationshipita after T days is therefore
Po—D(Po,T). Similarly, replenishmerfR(P+,T) is a function of the level of relationship
capital P- at the time of returning tbl and time spent back honie When inH, the
replenished level of relationship capital afterihgvbeen back home& days isP«+
R(P-,T).

For a given time horizoi, it is clear that a higher frequency of trips back
home coincides with each spell back home beingtehor order to maintain the same
average leveP™. This is true for any curvature of the monotonéprkciation and

accumulation functions. Hence, assuming a consfasticity, we can write:

TH =gzt ¥, (1)

with ¢ > 0 andg a scaling constant. Therefore, the total time spack home for

given time horizorZ is

fTH=gzf'¥%=nz, (2)

and, consequently,

h=gfi¥. (3)



However, whether the fraction of time spent backnéd is increasing in the
frequency of tripd, i.e. whether O @/ < 1, depends on the functional forms of the
relationship capital accumulation and depreciatimttions.

In Figure 1, the rate of depreciation of relatiapstapital per unit of time is
declining with increasing time abroad. We can adoptsimplicity the conventional
assumption of depreciation at a constant rate twerdeclining balance, but other
concave function®(P,,T) are also possible. The time needed at home iardal
bring back relationship capital to a level sucht thaonstant average level BY is
maintained, is denoted in Figure 1 B& The replenishing of relationship capital
R(P+,T) is assumed to have diminishing returns. Undesdhessumptions, Figure 1
shows that a constant average leveP'dtan be maintained with either frequent trips
(pairs T and T") or less frequent trips (paif€" and T™). In general, for a given
average level of home country relationship capited, correspondence between home
country attachmertt and the trip frequenclyis determined by the functional forms
for relationship capital depreciation and accumaigtand together these functional
forms determiney.

It is easy to show that if relationship capital aagation and replenishment in
Figure 1 are linear functions of time with slop®and a respectively, the fraction of
time spent back homk to maintain any given level of relationship capiidl is
d(ota), and as such, is independent of the trip frequénidence, in this case/= 1.
Given that travel is costly, iy = 1, it is always optimal to maintain relationship
capital by making just one trip throughout tirde In other words, the optimal trip
frequencyf = 1 in that case, irrespective of the distancdravel costs. This is,
however, an exception.

Wheny £ 1, equation (3) defines the functional relatiopshetween the trip
frequencyf and home country attachmeht Given thaty > 0, there are two
possibilities. In the case that Q< 1, total home country attachment increases in the
frequency of trips, whereas when> 1 total time visiting the home country decreases
in f. Geometrically, it can be shown that as long as #verage curvature of

depreciation as a function of time is greater tttenaverage curvature of rebuilding



of home country location-tied relationship capitahd these curvatures are not
strongly dependent on the initial level of relaship capital, them < 1°

In support of these general arguments we note tbiédwing migration, the
intensity of home contact and interest in home tguiocal affairs tends to be high
during the initial days and weeks after leaving bofout then settles down to less
intense frequent contact activityAt the same time, a return trip home permits a
highly effective replenishing of home country reaship capital during the early part
of the visit, but the rate of replenishment fromddo-face contact is likely to exhibit
decreasing marginal returns to the time spent backe per trip. As such, it is quite
plausible that both the relationship capital dejatéan and replenishment rates
decrease over time.

The actual rates of depreciation and replenishraerglationship capital are a
function of a number of exogenous factors suchhasctltural or linguistic distance
between countriesl andA, and the emotional stability of the family relatitips’
We would expect that in cultural and linguisticnbest, the closer are the home and
work locations, the closer will be the value @fto 1, while the further apart are the
locations, the lower will be the value gf The reason is that, with a small cultural or
linguistic distance between the home and employmeaoétions, the sense of
separation from one’s cultural roots will be ralaty low, whereas for high cultural
and linguistic distances, the sense of separatidihbe very marked. Where the
cultural and linguistic distances are relatively)owe would expect the rate of
relationship capital depreciation to change reéyivlittle over time and for
replenishing to proceed relatively quickly. Withhigher trip frequency each trip will
then be significantly shorter and the total timergpgback home not much longer. On
the other hand, where the cultural and linguisistasthces are relatively high, we
expect the depreciation rate to change signifiganikr time and for replenishing to
proceed slowly. In our modely therefore represents the degree of cultural and

linguistic proximity.

® This is elaborated in the Appendix.

® Migrants typically experience homesickness (Thudrel Walton 2007), and most people experience
particularly acute homesickness in the first fewsdafter their departure from home (Van Tilburglet
1996). In our model, the anxiety with associatednbsickness would reflect the slope of the
relationship capital depreciation function, whileetexcitement associated with being reunited with
family and friends is represented by the slopéefrelationship capital replenishment function.

" The measurement of cultural and linguistic diséaas distinct from geographical distance is a major
issue in the international business literature (8ae2001; West and Graham 2004).



With these general principles we are now in a pwsito model the impact of the
distance between countries, the cost of travelpgpmortunity cost of time and cultural
proximity on the optimal frequency of trips backnim® and the total time spent at
home. We focus on the migrants who, even thougi thave abroad for work, wish
to maintain home country relationship capital ateady state level. We ignore those
migrants who decide to move abroad and plan tomesi home, i.e. for whorP™ =

0.

3. Optimal Travel Behavior

The optimization problem faced by the migrant isdigtermine the optimum trip
frequency and the optimum duration of return trigsne, given a predetermined
steady state average level of relationship capitat they wish to maintain in the
home country. The optimum trip frequency is deteediby the journey costs, by the
opportunity costs of absence frofy) taking into account the psychological costs of
separation avoided when visiting relatives andnfiee at home. Conceptually, the
situation is analogous to a stock-inventory-thaorahalysis (McCann 1993, 2007,
McCann and Ward 2004).

3.1 Visiting Costs

The calculation of the visiting costs can be deteeth as follows. The total distance
cost per trip is given by This cost is obviously related to the distaddeetweerH
andA. We will assume that the distance cass given byw=cd”, i.e. we allow for
non-linear cost structures with distance. Thewrddgs a time cost incurred for each trip.
This is the sum of the return travel time plus thieimum stay away associated with
each journey in order to overcome jet-lag and frasehaustion. The threshold

minimum period away from work for each journey @so be non-linearly related to

distance, and is here denotad”. The opportunity cost of a day of travel time is a

function ofw, the after-tax daily wage rate in county sayw’ . The total visiting
costs,0;, are the product of the visiting costs per tripl dime number of trips made.
Hence

01 = (aw’d" + cd¥) f 4)



3.2 Opportunity Costs Associated with Location

The opportunity cost of absence franis equal to the pecuniary cost of the foregone
earnings when itl. However, during times when the migrant remaind,ithe daily
psychological and emotional opportunity cost ofasapon from the home locatidth

is labeled a®. This cost depends not only on the extent of perdsattachment and
consumption of amenities B, but also on the personal networks and consumpfion
amenities atA.® From the stock-inventory-theoretic analysis abave, see that the
total psychological cost associated with workingAais increasing irP" (which is
assumed given for a specific steady-state) andiypelyi related to the length of time

T of each employment spell. We can express thistmdggical cost as:

o(l-h)Z =o(l- gf %)z (5)
Meanwhile, the pecuniary cost of visiting relatiaexl friends is equal to the foregone
earnings associated with time away frétrdue to visits taH. The cost per day is

again assumed to be a functionngfthe after tax daily wage at Given the total time
spent back home ¢, the total pecuniary cost associated with thd totee away is:

whz=wlgft¥z (6)
The total opportunity costs throughout perigdwvhich are denoted b9;, is the sum

of the psychological cost while iA and the pecuniary cost of foregone earnings

associated with visiting relatives and friendsiand, and can therefore be written as:

Ox=wlg ¥z +o-g %)z (7)

8 For any given level of personal attachmentHothe greater are the local personal networks and
consumption of amenities &t the lower will be the value ab. Conversely, for any given quality of
amenities at the employment locatién the greater is the level of personal attachmerthé¢ home
location, the higher will be the value of



3.3 The Optimization Problem

Givenw, o, ¢, d, ¢, Z, and the parameters of equations (4) and (7)phienization
problem is therefore to determine the optimum trafrequency f and the
corresponding optimum fraction of time spent at laom*=g(f*)1'4”, which

minimizes the total costs incurred over peribdo maintain average relationship

capital atP™. These total costs are given by:
TC=0,+0, = (awW!d” +cd¥) f +w/gf ¥z +o(-gf 1 ™¥)z (8)

Differentiating (8) with respect tband setting to zero gives:

o _[-wha-w)ez ]
(aw’d" +cd¥)

(9)

For f' to be a interior minimum witti >0 requires thab> w7, whereby the daily
opportunity cost of time (foregone earnings) isldgn the daily emotional benefit of
visiting relatives and friendsIf this is not the case then the optimum is alwatythe
corner solution of =0, irrespective of the value &@f

Assuming that we have an interior minimum wherelih >0, equation (9)

can be rewritten as:

1 1
t* =[o-wna-wez]v fawra” +cat] w (10)

From equation (10) we can see how the optimizeuftaquencyf is related to the
distanced between the home countiyand the employment locatigy the after tax
wagew in A, the per unit transport costsnvolved in travelling between the horte

% We know that foff’ to be positive, thery —w’ > 0. If f>1 it implies that multiple trips are made per
time periodZ. On the other hand, it is also perfectly possibted<f <1, such that if we employ a time
horizon ofZ = 1 year, a value df = 0.5 implies that at the optimum, one trip is ma&tery other year.

If the value of Z = 1 decade, théi¥5, i.e. one trip is made every two years, and dhleulated
optimum trip frequency is therefore unchanged. Sswdling adjustments thereby allow us to avoid
integer problems, and it is even possible to nameathe inventory-theoretic framework into an
annuity model (McCann and Ward 2004).

10



and employmenA locations, the psychological costsassociated with attachment to
the home locatioil, and the cultural and linguistic proximiiy

Differentiating equation (10) with respect to eadtthe argumentsd, c, o, w

andy gives:
i———(vamﬂd” "+ ped“ [ (0-w) (- l//)gZ]w[aV\ﬂd“ +od“] " (11)
ad
of * ) ()
o ——d”[(o W) (- z//)gZ]w[aV\ﬂd +od ] v (12)
* ﬂ _i
aafo =%(1—lﬂ)gZ[(0—V\/7)(1—l//)gZ] v [av\/7d" +cd”] v (13)
oun* _n 4 ¢ ) 1
—=-=A-¢)gZwW [(o—m/’)(l—t//)gz] v [avv”d +cd“] v
ow 7/
Vi /1-1 _Q+y)
M[(0 w)(d- t//)gZ]w [av\/7d" +cdd| v (14)

*
With respect to?—w we first convert (10) into natural logs, which Idie

In( f*) =z//'1ln[(o—\/\/7)gZ]+1,l/_1In(1—tﬂ)—w‘lln(avxﬂd" +cd#) (15)

Differentiating (15) with respect tgy gives

of* _olnf* ., _
oy oy

{ 2|n[(o \/\/7)gZ] Y% In(l-y) - —(//_Zln(aV\ﬂd"+cd'u)}f*

¥ (1 ¥)
(16)

We see that the derivatives in (11), (12), (14) @) are negative and the derivative
in (13) is positive when all the parametexs, vandy > 0, andy < 1. Hence we see

that the optimized frequendyis always negatively related to the journey dis¢atc

11



the per unit journey travel costthe wage earned, and the cultural proximity and

positively related to the psychological costf separation”

3.4 Extensions of the Basic Model
The results obtained so far are straightforward, iarply thatboth the optimized trip
frequency and the total time spent away from thekplace locationfall with
increasing distance from home, increased transportation casénd with increased
cultural proximity¢, andrise with increased psychological costsceteris paribus.
However, the relationship between wages and the optimized travel
frequencyf is rather more complex than what is suggestedfsrentiating equation
(10). In the cost minimization problem, both theimpm number of trips awaly and
also the total time spent at hoeZ fall as the wagev in the employment location
increases. The reason is thath the costs of each trip and also the total timéoper
spent away from work are associated with increasimg opportunity costs to the
worker.

However, there may also be a wage-income effeckiwgrin the opposite

direction to this substitution effect. If the peujney travel costéaw’dY +cd# e

not trivial with respect to total inconw(1-h)Z, then at low wage and income levels,
individuals may be budget-constrained from tramelliwhereas at higher wage and
income levels, the demand for utility yielding lais (i.e. spending time with one’s
family and friends in the home location) may behlhygncome elastic.

In an orthodox microeconomic consumption model Whiades off leisure
consumption with work-hours (Morgan et al. 2006)e tincome and substitution
effects of wages move in the opposite directione Het effect of these opposing
effects is therefore ambiguous and, depending emelative strength of these effects,
may cause the labor supply curve to be backwaprgjcat higher wage levels. In our
travel to maintain relationship capital model, theome effect of higher wage levels
leads to increased leisure time spent at the hocstibn. Consequently, as with the
simple leisure-employment trade-off, the overateef of wage changes on the time
spent at home away from the work location is anigogb matter. As such, although
we can the unambiguously ascertain the directicdh@substitution effect, the overall

relationship betweeh andw can only be ascertained empirically. As we wik $e

19 and thereforé is positively related to the cultural and lingidsdistance (1)

12



section 5, higher wages (measured by skill levate)in reality generally associated
with a higher frequency of travel and an increaditgl time spent at home. Part of
this time may be to maintain family relationshigpital; part of it may be for utility
yielding leisure activities, and this is consistaith a backward-sloping labor supply
curve argument. We also observe in section 5 thathighly skilled workers the
estimate of increased cultural proximity is greater, i.e. relationship capital is
maintained with greater efficiency, and this woirlduce a lower optimal frequency
of travel. However, the combined effect of thisgddhe dominant income effect of the
demand for travel for those with high skills andn#éags, leads to a greater travel
frequency and greater time spent back home.

An additional possible issue is that the psychaalgicosts of separation
might themselves be a function of distance, attleasr large variations in distance,
wherebydo/ad could be positive (i.e., ‘absence makes the hgetv fonder’) or
negative (i.e., ‘out of sight out of mind’). In @dto examine the implications of this
possibility we can differentiate equation (10) widspect to distance, whereby we

allow for do/Ad to be non-zero:

_@+y)

o —i(vawd“‘l +,ucd"‘l)[(o—mﬁ)(l—l//)gZ]i[awd” + cd”] v

od

+i(g—gj(l—t/l)gz[(O—V\/’)(l—(//)gz]l;ﬂ[awd” + cd”]_i

(17)

If do/A is negative (‘out of sight out of mind’) then rantly is equation (17) always
negative, but the derivative is even more negathenm in the case obo/ad=0
(compare with equation (11)). As such, the optimiZeequency of travel and the
share of time spent at home fall even more witlpees to increasing distance.
Alternatively, if do/& is positive (‘absence makes the heart grow fondenen
equation (17) can be either positive or negatiepethding on the relative strength of
the two opposing distance effects. As such, thquigacy of travel and the share of
time spent at home could either fall or rise witlsreasing distance. In practice, we

would generally expect the overall effect to 9t negative, although the optimized

13



travel frequency and time spent at home will beagnethan otherwise would have
been the case. Once again, this is ultimately grirezal matter.

We can also extend this basic analysis further dmsiclering three possible
impacts on the level of psychological cogtsramely the repatriation of remittances,
gender, and the advent of new information and comaation technologies (ICTs).
For migrants who send remittances home, the diicuisotives for remittances also
imply that the repatriation of remittances decreasiee psychological cost of
separation associated with migration. As such, ttamges act as a partial substitute
for interpersonal contact at home. In this case,ftaquency of journeys home will
fall, ceteris paribus, as will the total tirh& spent at home.

Similarly, if there are gender differences withpest too whereby women
suffer the psychological costs of separation mér@ntmen due to their having
stronger family ties, the frequency of journeys leomill be higher for women, ceteris
paribus, as will the total timeZ spent at home. An alternative explanation here ials
that if women are less likely to be in full-time plmyment, or if their wages are less
than those of their male partners, then the efi@ttbe the same, or even reinforced,
ceteris paribué

Recently we have seen the advent of new ICTs sscfreg video phone
contact with relatives abroad through webcams ampating internet software. If
the use of this virtual face-to-face contact desesathe psychological cost of
migration by acting as a partial substitute foruattface-to-face contact, the
frequency of trips and the total length of timerdpet home will fall.

Finally, we recall from the arguments at the bemigrof section 3 that the
model predicts an unambiguous relationship betweemptimized trip frequency and
the fraction of total available tim# that is spent away from the workplace location.
The total number of days spent away from work atitbme locatioH is given by
h'z = g(f)*¥Z. Therefore, as long as (i1 the total time period away from work
always increases with the optimized trip frequericyEach trip, however, is of
durationT" = h'Z / f = g(f')¥z, which therefore decreases with the optimized trip
frequencyf when 0¢<1.

* An Australian government survey of social capiitadls that women in Australia have stronger links
with their families than men, and also visit thiaimilies more often. See BTRE (2005).
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Taken together, our analysis in the previous twotiees provides us with the

following testable hypotheses:

Hypothesis (1)
Both the optimized frequency of travieland the optimized total time spent at home
h™ are negatively related to the total travel cqsigd” +cd” , while the optimized

length of stay per trip homiE" is positively related to the travel costs.

Hypothesis (2)

Both the optimized frequency of travieland the optimized total time spent at home
h" are positively related to the to the psychologimastso of separation, while the
optimized length of stay per trip horfi€ is negatively related to the psychological

costso of separation.

Hypothesis (3)

The relationships between the wagegarned, the optimized frequentyof travel,
the optimized length of stay per trip hofié, and the total optimized share of time
spent at the home location, are theoretically ambiguous. They can only be

determined by empirical observation.

Hypothesis (4)

Both the optimized frequency of travieland the total time spent at homeaway
from the workplace location are negatively relatedthe cultural or linguistic
proximity ¢, while the optimized length of stay per trip hofii€ is positively related

to the cultural or linguistic proximity.

In the following empirical sections, we are ableatmalyze and test propositions (1)-
(3). The data available to us are longitudinal aatanigrants from the UK and New
Zealand. At present no information has been madéadle on other migrant groups,
but we will show that the propositions hold foredst these two specific groups. We
can assume that there is little difference in thkie of ¢ between the two groups,
because of the high degree of cultural and linguigtoximity between all three
countries. Following our arguments in section ¥ thgh degree of cultural and
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linguistic proximity between all three countriesane that the value @ for both UK
and NZ migrants should be relatively much closer1ltothan for most other
international migration moves between other pafrsauntries:? As we have seen,
this implies that for both groups, the optimum fiigquencyf ought to be atow as
possible, and the value bf to be largely invariant to any of the costs argotsesuch
that these groups ought to display kst sensitivity to travel cost variations, at least
with respect to maintaining relationship capitatefefore, any empirical evidence of
differences in the trip frequendy and time at hom&  between these two groups,
would be a robust test of the applicability of thguments to other more diverse

cohorts of migrants.

4. The Data: UK and New Zealand Migrantsto Australia

In order to test the hypotheses emerging fromhkerty outlined in sections 2 and 3,
we utilize a unique longitudinal dataset providad2D05 by the (former) Australian
Department of Immigration, Multicultural and Indiggus Affairs (DIMIA). =
Australian legislation requires all passengers eht@r or leave Australia by plane or
ship to complete a passenger card. The cards maudstions about current travel
itineraries as well as personal characteristich siscage and occupation.

When a non-Australian resident arrives stating m@tention to remain in
Australia for 12 months or more, they are clasgifes a Permanent or Long-Term
(PLT) migrant. Passenger card details are recordédl for all PLT arrivals and are
then integrated with details available from the vBtaand Immigration Processing
System (TRIPS), which records travelers’ passpod asa information, including
age, sex, and marital stattfsAfter new PLT arrivals have been captured in the
system all their subsequent moves into and out udtralia are fully documented,
regardless of the intended or actual duration ohegp°

2 There is, however, some heterogeneity betweenamigrgroups with respect to values ¢afWe
shall see in section 5 (Table 9) that this parantetads to be larger for New Zealand citizens tfoan
UK citizens. It is also larger for the highly skil and for the young. However, there is no gender
variation. All of these findings are as expected.

3 The Department has undergone two name changestlowgrast few years, and is currently the
Department of Immigration and Citizenship.

4 Marital status is recorded on visa applications mmot available for New Zealand citizens, whe ar
issued a Special Category Visa on arrival in Auistra

!> Travellers are allocated a unique identificatiomiber which is linked to their passport. There may
be some understatement of travel frequency if migraravel on multiple passports during the
observation period. In some cases multiple pas$dders can be identified by impossible patterhs
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The sample used in this paper includes all Newatehhnd UK citizens who
migrated to Australia over the period from 1 Augd$99 to 31 July 2000 and
remained resident in Australia throughout the fieyears™® The full sample includes
a total of 25,530 New Zealanders and 11,405 Uk@its. The age structure of this
full sample is shown in Figure 2. For both group®& modal age group of migration
to Australia is 25-29 years, but this group acceunt disproportionally more UK
migrants than New Zealand migrants.

In order to focus on the frequency of return vis#siong labor force
participants, as motivated by the theory, we reisthe empirical analysis to those
migrants aged 15 to 65 to whom we can attribut&ilalsvel, based on their usual

occupation. This gives us a sample of 13,674 NZG8&82 UK citizens.

Figure 2 about here

All travelers into and out of Australia are askedtate their usual occupation on their
passenger cards. While other details such as ddietlo can be cross-referenced to
visa and passport details, and response ratestdorsisuch as main reason for
overseas travel and state of (intended) residemc&ustralia are generally high, the
guestion on usual occupation is frequently lefnklaDccupation may be considered
as a proxy for skill and is the only indicator atome and the opportunity cost of
time in the international travel data. Consequendlyhigh incidence of missing
occupation data potentially creates a difficultytesting the propositions with respect
to the impact of wage earnings on visits to the @@ountry. However, the problem is
substantially alleviated in the current datasetigyavailability of multiple records for
each individual. While only 30 percent of all obssions (border crossings) include a
stated occupation, almost all individuals in thenpke provided an answer to this
question at least once over the course of th@s into and out of Australia.

While individuals may hold a number of jobs oveeithlifetimes, it seems
reasonable to assume that the skill sets involwdtiése jobs are likely to be similar,
especially over the relatively short period of fiwears covered by the current dataset.

Therefore, we define a varialieain occupation as the modal stated occupation over

travel (for example, being observed to leave thenty three times in succession without being geen
return in the meantime). These individuals arduged from the dataset.

'® Remaining resident is defined as resident for ttamapurposes, with a person being classed as
resident if they are in Australia for at least éntis in every year.
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each individual's observations. In cases whereetienot a unique modal occupation,
the higher skilled occupation is chosen as the metupation.

A second variableskill class, is then defined as a proxy for the skill level of
this occupation. Three skill categories are defiregh-skilled, semi-skilled andlow-
skilled, with the allocation of occupations to these cati&g according to a one-digit
Australia and New Zealand Standard Classificatib©ocupations (ANZSCO), as

shown in Table 1.

Table 1 about here

Sample characteristics are outlined in Table 2.r@lyemigrants from the UK
tend to be younger and more likely to be in higsltilled occupations than migrants
from New Zealand. This will primarily reflect thefférent visa regulations affecting
migrants from the UK (with the young and highlylled more likely to obtain entry)
relative to the visa-free entry of New Zealanderdtistralia under the Trans-Tasman
Travel Agreement (TTTA).

Table 2 about here

The sample contains relatively more males than liesnebut the gender ratio is
identical across the two nationalities. Howevee, plnoportion of UK citizen migrants
born outside the UK is much lower than the proportof New Zealand citizen
migrants born outside New Zealand. This reflectsridatively higher proportion of
the New Zealand citizen population which was bartsiole of New Zealant.

Another difference between the two groups is thepprtion who declared
themselves as ‘permanent arrivals’ on their iniaatival to Australia. Australian
arrival cards ask passengers to identify themselsesther ‘migrating permanently to
Australia’ or as a ‘visitor or temporary entrar®ver two thirds of the new arrivals
from New Zealand (who remained resident in Ausdrédir the following five years)
identified themselves as permanent migrants, coaapiar around 38 percent of those
from the UK.

71n 2001, foreign born persons accounted for 19%eue of the New Zealand resident population
compared with 8.3% of the UK population (New Zedlamd UK Census data).
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We make use of two additional pieces of informatowavided on passenger
cards, namely the main purpose of the trips o#{ustralia, and the state of residence
within Australia. This information is requested bain exiting Australia and on re-
entry. Overall response rates for the two questazas34 and 74 percent respectively.
As we know that everyone in the sample remaineddeasin Australia for the full 5
years, some missing responses can be filled inevmégrants have given information
for one leg of a trip but not the other. For exampf a person states on their
departure card that the purpose of their trip thi@ation’ but does not respond to the
question on their return, we take the purpose goremleparture and vice versa. The
same procedure is used for state of residence.gUbese imputations, purpose of
travel and state of residence are available far@¥81 percent of exits, respectively.

The main purpose of the state of residence variaghiteidentify differences in
travel costs. States on the Eastern side of Aisteak both more heavily populated
and closer to New Zealand. International travefesen these more populated states
are expected to have lower travel costs due tceatgr availability of international
flights going into and out of large airports, asliwas greater proximity of such
airports. The location in Australia will impact neoon the time and financial cost of
flights home for New Zealand than for UK travelaas,the results of the next section
will confirm. Overall, 30 percent of New Zealandarsd 76 percent of UK migrants
lived predominantly in the eastern states of Alistiduring the observation period.

In order to protect subjects’ privacy, the dateath move is recorded only as
the month in which it occurred. An individual whoiges in Australia on the first of
the month, stays one week, and then takes a twk ttipeabroad before returning to
Australia again will therefore be shown as havingdm three journeys (two entries
and one exit) over the course of the month. Theatchpf this form of record is to
make the analysis of duration somewhat coarse. Wefore define location as the
location at midnight on the last day of the monthth a person who is outside
Australia at that time is counted as being out o$talia for the entire month.

Table 3 shows the distribution of the reasons favel among our sample of
labor migrants. Among New Zealanders, visitingrfds and relatives was by far the
most common reason for travelling, making up aro8@doercent of all trips away.
Holidays, the second most popular reason for trawedng New Zealanders, made up
around 18 percent of all exits. In contrast, ambigcitizens, the reasons for travel

were fairly equally spread between visits to frigrahd family, holidays, business
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trips and other employment related trips, each ntakip between 13 and 17 percent
of exits. This may reflect the composition of thegrant samples, with a higher
proportion of UK migrants being in highly skille@¢@upations, which are more likely
to involve frequent travel. But it also reflectethreater cost of visits home, due to

the greater distance to travel.
Table 3 about here

5. TheEmpiricsof Trip Frequency, Trip Duration and Time at Home

In this section we first test the aspects of thpdtlyeses (1)-(3) regarding the trip
frequencyf, and then we proceed to test the aspects of thethgses regarding the
fraction of time spent at homhb. Following the predictions of our theoretical
arguments, in this empirical section our objects/éo see whether observedeflects
the predicted properties 6f observech reflects the predicted properties lof and
observedr™ reflects the predicted propertiesTof .

The trip frequency distribution is highly skewedof Table 4 we see that one
percent of all migrants in the sample make more th@ trips over the five-year
period after moving to Australia. On the other haeds than 10 percent of the New
Zealanders visit family and friends more than thiieees over the five years. Over
half of all UK citizens are never observed over fike years to make a trip with the
primary purpose of visiting friends and relativesk home.

Table 4 also shows that the overall travel freqiesndiffer somewhat between
NZ and UK citizens in Australia, with New Zealansléaking more trips on average
than UK migrants, as the theory suggests. Howeaemnve see in Table 4, it is the
difference in the number ofisits to friends and family that it most dramatic. New
Zealanders make on average 1.27 visits over 5 yeanpared to an average of 0.49
visits by UK citizens.

However, as noted in our theoretical section, @lationship capital model
does not apply whe?"=0 and consequentlj=0. Excluding these cases, New
Zealanders make on average 2.19 visits comparad &verage of 1.45 visits by UK
citizens. It is not surprising that the averages guite low, given the highly skewed
distribution of trip frequencies already made clieam Table 4. The average time per
visit is estimated as 16 days for NZ citizens and days for UK citizens, i.e.

increasing in travel cost as expected. Interestirmlerage total time away on visits
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over the five years is 37 days for UK citizens &&ddays for NZ citizens, contrary
our expectation of the latter beiggeater than the former. Because these averages are
not accounting for differences between the two gsothat may affect mobility
behavior also (such as skill level, gender etcg, mow proceed with multivariate

analysis.

Table 4 and 5 about here

Table 6 presents a negative binomial model offtepguency for NZ citizens
and UK citizens. It is clear that the skewed disttion already detected in Table 4 is
characterized by overdispersion. The null hypothedi a Poisson data generating
process € = 0) is strongly rejected. The counts model presidurther evidence in
support of our hypothesized relationship betweestadce and trip frequency in
Hypothesis (1). Not only are those living in thestean states of Australia more
mobile than those who are resident further westalso the coefficient is greater for
the NZ citizens than the UK citizens. This refletite relatively greater impact of
different location within Australia on the coststadvel for New Zealand citizens than
for UK migrants. For a UK migrant, there is almaost difference at all between the
time and cost of a return journey from Perth to th€ and a return journey from
Sydney to the UK. In contrast, for a New Zealanither time and money costs of a
return journey from Sydney or Melbourne to Aucklaadnly one half of the return
journey costs from Perth to Auckland. These obsema are all consistent with our
model predictions.

In terms of the theoretically ambiguous effect aiges on trip frequency as
proposed by Hypothesis (3), we see in Table 6 blo#t groups exhibit a negative
relationship between skill level and mobility, witidividuals in low and semi-skilled
occupations making significantly fewer visits taefrds and family than those in
highly skilled occupations. This reflects the lovdisposable incomes of those in less
skilled occupations. Hence the income effect appesironger than the lower
opportunity cost of time effect. Travel costs fthose on low incomes are non-

trivial .18

18 This is not surprising given that the cost of air@ tickets ¢d”) for a family of four persons
travelling between the major East Coast cities afstfalia (Sydney, Melbourne, Brisbane) and
Auckland Nz would typically be of the order of 8% the average Australian after tax annual wage,
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Table 6 about here

There is a very noticeable impact of gender onftbguency of visits across
the two groups, with females making more visits bdiman males. If women tend to
place relatively more value on maintaining relasioips with family and friends back
home than men, this gender observation would tbexefbe consistent with
Hypothesis (2).

The main differences between the two groups atBenmpact of being non-
native born, and the effect of age. Among New Zwddas, the non-native born tend
to make fewer visits to New Zealand than the Newala@®d born, while for UK
citizens there is no significant difference betwelea two groups. We suspect that
these differences are indirectly related to theaotp of travel costs and distance. The
geographical proximity of New Zealand and Austrafiaans that almost all non-New
Zealand-born NZ citizens will have to travel funthe visit relatives in the country of
their birth than will those born in New Zealand. @ other hand, almost all non-
native born UK citizens will actually be closer tteeir country of birth than to their
country of citizenship.

The coefficients on age and agquared reflect the differences in age
composition of the two groups. For the full samp\& citizens show a U-shaped
relationship between age and mobility, while foe tK citizens this relationship is
an inverse-U. Supplementary regressions which splih group into those 20 to 35
and those 35 and over show that in both casesateggr group shows a significant
inverse U-shaped relationship between age and ityphlvhile for the older group the
impact of age is barely significant for the NZ oéins and insignificant for the UK
citizens!® Together these results suggest that mobility,eims of the number of
return visits home, peaks in the late 20s to €20k/and then flattens out somewhat in
later life.

To compare the average number of trips taken by Mealand and UK

citizens, while controlling for the differences prersonal characteristics, we pool the

between Adelaide and Auckland NZ would be of theeorof 12%, and between Perth and Auckland
the airfares would be of the order of 16% of therage Australian after tax annual wage. For a famil

of four undertaking a return trip between Australia UK, the fare would typically be more than 40%
of the average Australian after tax annual wage.

1% These results are available from the authors upquest.
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data for the two migrant groups and include inteoacterms to allow for differences
in the coefficients on personal variables, i.e. aoatrol fully for heterogeneity by
country of citizenship (Table 7). The results shtvat controlling for personal
characteristics dramatically increases the obsemgzhct of distance on mobility
rates of the two groups. While the unadjusted aye@unts shown in Table 4 show
that UK migrants make just under 40 percent of ibenber of trips New Zealand
migrants make, after controlling for the compositaf the two groups (e.g. the higher
average skill and lower average age of the UK migglaUK migrants are estimated
to make only about 3 percent of the trips that Ngramts with similar characteristics
make® There is no statistically significant differencetlveen the two nationalities in

the effect of skill and gender.
Table 7 about here

To further investigate the relationship betweep trequency and trip duration
we run a panel model with fixed individual and tireffects in order to estimate a
fixed effects panel regression model of the retesiop between total time spent

visiting family and friends and the trip frequencg,. InhZ =IngZ + (L-¢)In f (see

equation (2)). The model is estimated by splittgagh individual’'s mobility history
into two 2% year sub-periods. This allows us totcdnfor different levels of
unobserved psychological attachment to family arehéls between individuals, and
thereby concentrate on the relationship betweaquéecy and duration of travel. The
sample is restricted to those migrants who madieaat one trip home visiting family
and friends in each sub-period. The time fixeda@ffgovides some degree of control
for changes in the cost of travel over time. Noertable characteristics are added to
the fixed effects panel model as the observableackeristics we have available are
largely time invariant over the five year obserwatperiod®’ The results are reported
in Table 8. The time effect is not significant, aiheé elasticity is 0.415. This is the
estimate ofL—¢/, i.e. ¢y = 0.585 This result suggests in general that a doublinthef

%2 The coefficient is given by -3.706. In the countsdel this translates to the average frequency for
UK citizens being exp(-3.706) of that of the NZzz#ns, i.e. 0.025 or 2.5 percent.

! There is some variation in thetate of residence variable, but this is fairly minimal, with 83.25
percent of individuals having only a single recardéate of residence.
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number of trips implies that an individual will sgkjust over 40% more time away in

total, although each individual trip will be apphmately 30% shorter.

Table 8 about here

Of course, it can be argued that there could baifgignt heterogeneity in that
the elasticity of total time awalyZ with respect to trip frequendymay vary across
migrant groups. To test for heterogeneity, Tableh®ws the estimated elasticity
across a variety of sub-samples based on diffesbeervable characteristics. The
model is the same as in Table 8. Once again, the tummy is never significant,
suggesting that there have been no overall changdke relationship between
frequency and duration for 1999-2000 migrants daber subsequent 2000 to 2005
period. Again, observation of the elasticities assted with each sub-sample reported
in Table 8 shows that for men the elasticity is16;4for women 0.414, and for the

total sample 0.415. For convenience, the estinwdtgs are also listed.

Table 9 about here

We do observe some differences between the mudetatistance migrants
and the shorter distance migrants. The UK migramd the NZ citizens who are
resident in the west of Austraifaboth exhibit elasticities just under 0.57, suchtth
with a doubling of the number of trips away thewsgh 57% more time away from
Australia. On the other hand, for the NZ citizertsovare resident in the Eastern States
of Australia, the elasticity is 0.38, with the oakraverage NZ elasticity being 0.4.

Consequently, the estimate @f varies across the sub-groups between 0.43 and 0.62

This parameter was earlier interpreted as a measuiltural proximity. In the
present context, we see that its estimate is somuegvkater for the highly skilled, for
New Zealanders in Eastern States and for youngetens

The above results regarding both the trip frequemzy/the total time away are

all in agreement with the results predicted fronpétheses (1)-(3). As such, we can

22 The vast majority of the UK citizens will have maged between approximately 14,900 and 16,900
km and the NZ citizens living in Western Austrakidl have migrated of the order of 5,400 km. On the

other hand, the NZ citizens living on the East Cof\ustralia will have migrated between 2,300 and

2,600 km.
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safely assume that the observed behavidrreflects the predicted properties fof
and the observed behavior lofeflects the predicted propertiestof In addition, an
observed elasticity of 0.415 between the totalmizied time spent at honie and the
optimized trip frequencyf, implies that a doubling of the trip frequenéyis

associated with an optimized total time spent ahéavhich is exactlyk/i longer
than before. This observation is precisely what lekdae anticipated on the basis of
many types of inventory-theoretic models (McCan83,2001; McCann and Ward
2004) in which the behavioral rules governed byimjatation behavior are typically
related to square root functions.

Finally, we return to the issue of the potentiaelationship between high
frequency mobility (such as visiting relatives dridnds) and low frequency mobility
(migration). While we have assumed so far thatléwel of relationship capital is
fixed within the observation period (under the asgtion of a steady state), it is clear
that the optimal level of relationship capital miag related to an intention to re-
migrate. It is plausible that those who have neritibn to ever return home to work
will maintain a lower average level of relationshgapital. Consequently, the
psychological costs of absence from relatives aiethds ¢ in our theoretical model)
will also be lower for this group. Hypothesis (2)ggests that in this case the
frequency of trips and total time spent back honlealso be lower. Some evidence
to support this prediction is given in Table 10.this table, two groups of labor
migrants are considered. One group — those whaedtdyroughout the five year
period — consists of those migrants who represethiedbservations in the previous
tables (13,674 NZ citizens and 6,882 UK citizen8g first added a row in the table
for those migrants who lived in Australia at leastil February 2003, but who re-
migrated from Australia during the subsequent 2&ry. The results are exactly as
expected. The proportion of migrants who made adtlene trip to visit relatives and
friends during the first 2.5 years is greater faZ bitizens than for UK citizens,
irrespective of the likelihood of re-migration. Ehis the travel cost effect already
confirmed in previous tables. However, we now fadtlitionally that the visiting rate
for NZ citizens who re-migrate is 0.599 while ftwvose who stayed throughout the
five years in Australia it is only 0.359. The capending comparison for UK citizen
migrants is 0.118 with 0.105. Thus, the differensemuch larger for the New

Zealanders.
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Table 10 about here

Of course, Table 10 does not provide conclusivdesce that the causality
runs from the propensity to re-migrate to the pnsitg to visit relatives and friends.
It is possible that intensive contact with relasivand friends increases the likelihood
of remigration. Fortunately, the available dataptovide an instrument that is not
influenced by subsequent travel, namely the statiedtion of stay in Australia upon
first arrival. The migrant group can be split intbose who intended to stay
permanently and those who intended to return aessiage.

When we predict subsequent re-migration by the atign intention, we that
the propensity of family visits among those whgo/ethpermanently is indeed greater
for those who intended to re-migrate to New Zealtdrah for those who intended to
stay permanently (see Table 10). Interestingly\rcitizens this does not hold. UK
migrants who never intended to return and indeagest maintained more family ties
than those who intended to return, but nonethedessged. We noted earlier that the
UK migrants are younger and higher skilled (seel@a@). It is therefore likely that
among those who ‘changed their mind’ and stayedAustralia after intending
temporary migration, are relatively more likely bave been single and found a
partner in Australia, which may have reduced theekie of costly visits back to the
UK (see footnote 8). Unfortunately, the data do petmit us to identify changes in

marital status or household structure.

6. Conclusions

The model framework outlined in this paper has therfirst time, developed a theory
of the optimal structure of visits back home byemational migrants. These visits
allow migrants to replenish their relationship ¢alpwith family and friends in their

original home country at regular intervals. Migamtill compare the costs of travel
and the opportunity costs of time with the psychaal costs associated with
separation. The model predictions regarding theinoped trip frequency, the

optimized total length of time spent in the homealkon, and the relationship
between each of these trip features and otherhlasehave been confirmed on the
basis of a unique longitudinal dataset of UK andvNéealand citizens living in

Australia.
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The types of such short-term visits examined i fgaper are of course also a
feature of internal migration, but in that caseytihemain usually unmeasured and,
where they are reported, such as in data in soamsgortation and tourism studies,
the data are unlikely to be available longitudiynalinterestingly, however, our
conclusions regarding the relationship betweenneyrdistance, travel costs and trip
frequency are entirely consistent with a dynamterjpretation of the gravity model,
applied either to international or to interregiotr@vel behaviour. Although gravity
models themselves have nothing to say regardingniloeo-determinants of trip
frequencies and individual trip durations in casEgepeat migration, our model goes
some way to providing micro-foundations for thisurther avenues for research
include the development of more complex optimizatoodels, in which our short-
run optimized travel behavior for given endowmeatsl steady-state relationship
capital is embedded in a model of the long-runeraftf between the wage-income
earned at the location abroad, lifetime consumptod the level of relationship

capital maintained at home.
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Appendix

Here we provide a geometric explanation of the gstdpn that, as long as the
average curvature of depreciation as a functiotinoé is greater than the average
curvature of rebuilding of home country locatioeetirelationship capital, and these
curvatures are not strongly dependent on the linéigel of relationship capital, the
fraction of time at homa increases in the frequency of tripgnd hencey < 1.

Using Figure 1, we need to show that, whenf' for a given time horizo&@
and the average curvature of the depreciation i#mcexceeds that of the
replenishment function, it is likely to follows thia > h'. The fractions of timdé and
h' are given in Figure 1 BY/(T*+T") andT™/(T*+T"") respectively.

Consider in Figure 1 the case where the functidoahs for depreciation
D(P,T) and for replenishmenR(P-,T) are identical and unrelated to the level of
relationship capital, i.eD(P,,T) = D(T) = R(P+,T) = R(T). The curvatures of these
functions are then obviously also identical. Instlziase, the initial replenishment
segment can be drawn by taking the mirror imagePgit* with respect to the
horizontal mirror line at heigh®oand moving the mirror image down until its lowest
point at I, P*). Now, T = T* by construction (time is equally divided between
being at home and abroad).

Relationship capital can be maintained at a higlmver) frequency by the
shortening (extending) of the combined’ ‘shape. If the lost relationship capital has
to be fully rebuilt (steady state assumption),tithee it takes to achieve this continues
to be obtained through taking the mirror image amaving it down along the initial
depreciation segment, as described above. Heneectimtinues to be equally divided
between home and abroad. This is the general chsea gv= 1. Linear depreciation
and accumulation witlr = o (see the main text) is obviously a special case.

However, consider now the case where the deprenia&tirvature is greater
than that of rebuilding, but by construction inigaT” = T". We continue to assume
that depreciation and replenishment are not a immcof the initial level of
relationship capital. If we now increase the fragtye and compare the shorter
segment obtained by the same shift of the firstret@ation segment as described
above with the actual segment of replenishmentseethat more time is needed at
home to fully rebuild relationship capital than ttmae spent abroad, i.e. the fraction

of time spent at home will be greater than halfisTdoes not necessarily hold when
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depreciation and accumulation are a function of thiéal levels Py and P*
respectively, but as long as the latter effectosdominant and the average curvature
of depreciation as a function of time is greateanththe average curvature of
rebuilding of home country location-tied relationsltapital, at a higher (lower)
frequency, T/(T"+T%) will be greater (less). Figure 1 shows such ae cafsthe

curvature of depreciation being greater than tihacoumulation, which is consistent
with h > h" whenf > f" and, givenh=g fi-¥ according to equation (3his can only
be the case when O < 1. Section 5 reports estimatesyoprecisely in this range.

The exact way in whicly depends on relationship capital depreciation and
replenishment depends on the curvatures of theiturat formsD(Po, T) andR(P+,T).
With explicit data on relationship capital over &nit may be possible to explicitly
consider howy is determined by these functional forms. In owsecdhe steady-state
assumption is sufficient to identifyy statistically. The estimates suggest that
depreciation has a greater curvature than repler@sh (which could even be linear)
but the data do not permit us to estimate thesasiseparately.
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Figure 1. Home Country Relationship Capital Depreciation Reglenishment
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Figure 2 Population Pyramids of the 1999-2000 NZ and UK Rememt and Long-
Term migrants to Australia
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Table 1 Skill Categories

Skill Category ANZSCO Occupation Classification

High-skilled Managers and Administrators

Professionals

Associate Professionals

Tradespersons and Related Workers

Intermediate and Advanced Clerical, Sales andiSa&/orkers
Intermediate Production and Transport Workers
Elementary Clerical Sales and Servicerkérs

Labourers and Related Workers

Semi-skilled

Low-skilled

Table2 Sample Statistics

NZ Citizens UK Citizens

Mean age (std dev) 34.89 (9.75) 31.92 (7.72)

% female 40.77 40.54

% non-native born 27.35 5.90

% high-skilled 44.76 68.74

% semi-skilled 40.36 27.80

% low-skilled 14.87 3.46

% ‘permanent migrants’ 68.59 37.61

% resident in eastern States of 30.28 75.85

Australia

Number 13,674 6,882

Table 3 Reasons for Travel

Reason for Travel NZ UK

No. of Trips % No. of Trips %

Exhibition 19 0.04 21 0.10
Convention/Conference 609 1.28 397 1.83
Business 3,012 6.34 3,009 13.87
Visiting friends/relatives 17,393 36.52 3,384 15.60
Holiday 8,779 18.48 3,142 14.48
Employment 1,265 2.66 3,656 16.85
Education 105 0.22 212 0.98
Other 809 1.70 444  2.05
Missing 15,523 32.67 7,427 34.24
Total Number of Trips 47,514 21,692
Number of People 13, 674 6,882
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Table 4 Trip Frequency Distribution over Five Years of Rigsice in Australia

NZ Citizens: Total Trips
UK Citizens: Total Trips

p25 p50 p75 p90 p99 MeanStd. Min  Max
Dev.
1 3 5 8 16 3.47 3.63 0 71
1 2 4 7 16 3.15 3.49 0 40
1.27 1.64 0 19

NZ Citizens: Trips to Visit Family 0 1 2 3 7

and Friends

UK Citizens: Trips to Visit Family 0 0 1 2 4

and Friends

0.49

0.85 0 10

Table 5 Summary Statistics for Frequency and Duration ddit¥ito Family and
Friends over Five Years of Residence in Australia

NZ Citizens UK Citizens

Mean Std Dev Mean Std Dev
Total Number of Visitsff) 2.19 1.62 1.45 0.86
Total Days Away on Visitsh 2) 32.33 37.21 37.21 35.08
Average Days per VisifT{™*) 16.17  18.30 26.54 23.79
Sample Size 7,959 2,336

Note: trip frequencies of zero and trip durations afozieave been excluded.

Table 6 Negative Binomial Model of the Number of Trips \tisg Family and

Friends
NZ Permanent Settler UK Permanent Settler

Variable Coef. Std. Err. Coef. Std. Err.
Semi-skilled -0.308 *** 0.023 -0.229 *** 0.048
Low-skilled -0.449 *** 0.033 -0.422 *** 0.128
Age -0.032 *** 0.008 0.110 *** 0.018
Age Squared/100 -0.038 *** 0.010 -0.130 *** 0.024
Non-native -0.524 *** 0.026 0.022 0.083
Female 0.369 *** 0.021 0.352 x** 0.041
Eastern State 0.367 *** 0.034 0.211 *** 0.049
Intercept 0.641 *** 0.144 -3.071  *** 0.333
Alpha 0.661 *** 0.021 0.736 *** 0.057
n 13,672 6,881

Log likelihood -20723.90 -6415.05

LR ¢ (7) 1126.09 178.49

Significance levels: *:10% **:5% ***.%
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Table 7 Negative Binomial Model of the Number of Trips Wiisg Friends and
Family, Comparison of UK and NZ Migrants.

Coeff. Std Error
Semi-skilled -0.308 *** 0.023
Low-skilled -0.449 *** 0.033
Age -0.032 *** 0.008
Age Squared/100 0.039 *** 0.010
Non-native -0.524 *** 0.026
Female 0.369 *** 0.021
Eastern State 0.367 *** 0.035
UK Citizen -3.706  *** 0.360
UK * Semi-skilled 0.079 0.052
UK * Low-skilled 0.027 0.131
UK * Female -0.018 0.045
UK * Non-native 0.546  **=* 0.087
UK * Eastern State -0.157 *** 0.060
UK * Age 0.141 *** 0.020
UK * Age Squared/100 -0.168 *** 0.026
Intercept 0.642 *** 0.145
Alpha 0.670 0.019
n 20,533
Log likelihood -27139.72
LR X2 (15) 178.49

Table 8 Panel Model Fixed Effects Regression of the Ratehip between Total

Time Spent Visiting Family and Friends and the THipquency

Coeff. Std. Err.
Log Number of Visits 0.415 *hk 0.023
Second Period Dummy 0.016 0.018
Constant 0.034 0.023
ou 0.304
Oe 0.344
p (fraction of variance due 1)  0.439
n 2,452

Note: The sample consists of labor migrants makingeast one visit home per 2.5

year sub-period
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Table 9 Comparison of the Elasticities of Total Time Visg Family and Friends
with Respect to Travel Frequency

Coefficient g t Stat N

All 0.415 0.585 18.06 1,226
NZ-born NZ Citizens 0.398 0.602 14.56 823
NZ-born NZ Citizens in Eastern States 0.380 0.6203.23 761
NZ-born NZ Citizens in Western0.568 0.432 5.54 102
States

UK-born UK Citizens 0.567 0.433 8.97 193
Males 0.416 0.584 11.69 533
Females 0.414 0.586 13.73 693
High-Skilled 0.383 0.617 12.95 685
Semi-Skilled 0.462 0.538 10.67 356
Low-Skilled 0.424 0.576 5.64 117
<35 years old 0.398 0.602 14.01 789
>35 years old 0.441 0.559 11.33 437

Note: Estimates are based on the fixed effect estimater two period panel model. A time dummy

was included (but not statistically significant).igvint characteristics were approximately time
invariant over the period considered and theretbidenot enter the fixed effects regression. For UK
citizens, the sample was too small to obtain eséméor those residing in Eastern and Western State
separately.

Table 10 Propensity to Visit Relatives and Friends in Relatio Subsequent Re-
Migration Behavior

NZ Citizens UK Citizens
Mean N Mean N
Stayed until July 2005 0.359 13,674 0.105 6,882
Standard Deviation (0.660) (0.352)
Re-migrated after January 2003 0.599 2,302 0.1181,186
Standard Deviation (0.925) (0.362)
Stayed until July 2005, and intended 0.345 9,379 0.193 2,588
to stay (0.644) (0.450)
Stayed until July 2005, and intended 0.388 4,295 0.073 4,294
to remigrate (0.692) (0.287)

Note: Labor migrants only. The propensity is measurgdhe fraction of migrants who made at least
one visit to relatives and friends over the firsh ears period, i.e. between 1 August 2000 and 1
February 2003. Standard deviations in parentheses.
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