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l. Introduction

The legislation on employment equity is designed to protect the rights of all persons to
equitable treatment in employment, but particularly those who belong to groups
designated as disadvantaged. In Canada, for example, the stated purpose of the 1986
Federal Employment Equity Act (Section 2) is to "achieve equality in the work place
so that no person shall be denied employment opportunities or benefits for reasons
unrelated to ability and, in the fulfillment of that goal, to correct the conditions of
disadvantage in employment experienced by women, aboriginal peoples, persons with
disabilities and persons who are, because of their race or color, is a visible minority in
Canada". In this paper I would like to test the hypothesis that immigrants could be

defined as such disadvantaged group.

This paper is a comparative study. It investigates the earnings of immigrants relative to
non-immigrants in four countries: Canada, the United States, Australia and Germany.
Also, in this paper I address the question of the effects of gender, marital status,
educational attainment, years since migration and country of origin as key explanatory
factors on the earnings gap between different groups of immigrants. Although wages
are only one aspect of labour market performance, comparisons based on wage rates
are widely used to describe the labour-market disadvantages of paid employees in the

designated groups.

In general, studies in economic performance of immigrants are very important in order

to define the role of immigrants in the labour market and to help policy makers adjust



admission criteria to enhance the earnings of immigrants and their contribution to the
country to which they immigrated. The comparison of cross country differences in
economic performance of immigrants seems to be very interesting, especially for
countries with large amount of immigrants, such as Canada, Australia and United
States, in terms of the analysis of the effectiveness of immigration policy in these

countries.

This paper proceeds as follows. Section II briefly describes immigration policy in the
four countries of interest and summarizes previous findings. Section III describes the
data and discusses the definitions of the population of interest, the measure of
earnings, and the taxonomy of the independent variables. Section IV presents the
results in terms of descriptive statistics, Section V contains an analysis of the
econometric results, and Section VI concludes the paper by discussion the
interpretation one might place on these results. An appendix presents the sensitivity of

results to changes in model specification and gives some technical details.



Il. Literature and Issue Review
IMMIGRATION POLICY

Among the objectives of immigration policy in the discussed countries, the more
important ones are those related to the promotion of national and regional economic
prosperity, family reunification, and the fulfillment of international legal obligations

with respect to refugees.

Immigrants to Canada are admitted under various classes: family class, assisted
relatives, independent class, business class, Convention refugees, and the designated
class. The family class, Convention refugees, and thc designated class are admitted
under humanitarian considerations, while the independents, business immigrants, and
assisted relatives are required to pass a selection test to determine how well they

would perform in the Canadian economic environment.

The immigrant class structure in Canada is closely related to the attainment of
economic objectives. Individuals qualifying under thé family class are admitted for
reasons of family reunification, while the independents and the business class are
admitted solely for economic considerations. Assisted relatives are admitted for both
economic and family reunification considerations, whereas the admission of
Convention refugees and the designated class is directly linked to the fulfillment of
Canada's international legal obligations. The independents are those who apply on

their own without a Canadian sponsor and who have to pass a selection test. The
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"point" system used in the assessment of independents and assisted relatives came into
existence in 1967, but has undergone a series of revisions at various times. The points
related to independent immigrants included not only the basic factors as age,
education, and French and English language proficiency, but also factors such as
intended occupation, personal suitability, previous work experience (in the intended
occupation), specific vocational preparation (skills required to pursue the candidate's
intended occupation), pre-arranged employment, designated occupation (which refers
to occupations in heavy demand), location (designated areas that were believed to
experience labour shortages carried bonus points), and the presence of a relative in
Canada. There are some important differences in the way assisted relatives and
independents are assessed. The list of selection factors governing assisted relatives is
much shorter. Among the requirements that they are exempted from, the most
important ones are language proficiency and pre-arranged employment. In addition,
since assisted relatives receive bonus points, they need to score fewer points than the

independents on the other selection factors in order to qualify for admission.

The immigration system in Australia is nearly identical to the Canadian one. Australia
accepts people from overseas for permanent settlement under two main migration
programs: the Migration Program and the Humanitarian Program. As in Canada,
migrants to Australia are not selected because of their race, gender or culture. Instead,
the right to migrate depends on such things as skills, health, age, finances, ability to
speak English and whether potential immigrants have family or business contacts in

Australia. Immigrants fall into two main categories for a place in the Migration



Program: half the 70,000 places each year go to skilled migrants as Australia seeks
those migrants who have skills and qualifications to improve the society and the
economy. These categories are Skilled Migrants and Business Migrants. The other half
of the Migration Program places go to family reunion and resettlement of former
residents and citizens, and for the families of New Zealanders. These categories are

Family Migrants and Special Eligibility.

Unlike in Canada and Australia, the immigration policy in the United States is mostly
based on family reunification. The 1965 corrections to the Immigration and
Nationality Act (and the revisions that followed in the immigration laws through the
1980s) are the key laws that regulate the process of legal immigration into the United
States. A certain number of persons are permitted to enter every year. About 80 per
cent of that limited number of people who can get visas is made up of “close”
relatives of US citizens or residents: unmarried adult children of the US citizens,
siblings of adult US citizens, and spouses of the US residents. Among relatives of
adult US citizens, there are categories, which are automatically entitled to entry into
the country (for example, parents and spouses) and do not have to apply for the visas
and go through all required procedures. The evidence shows that more immigrants
enter the United States under “automatically qualify for entry” than under all family
reunification preferences combined. Just about 20 percent of the total number of
limited visas go to immigrants on the basis of their skills. Therefore, only a small
percentage of the US immigrants who enter the country because of their skills receive

visas. The determination of refugee status and the allocation of refugee visas to



applicants reflect the US political environment. The US legislation sets an annual limit
on the number of refugees granted admission. However, the actual number of
authorised refugee entries depends on political conditions in the source countries and
in the United States. People who do not qualify for either “relative” or “skilled-based”
visas find that the entering as a refugee is the only legal way. Many prospective
immigrants take advantage of the situation and try to apply as a refugee in order to get

those benefits

In Germany, the immigration system is less restrictive than in other European
countries and known as “temporary” immigration. Unlike Canada and Australia,
Germany is not considered to be traditional immigrant country. There is no active
labour immigration policy there. However, a German immigration policy exists. It is
based on ethnicity, the rejection of permanent non-German immigration, and the
adjustment of migration measures to the conditions of the labour market. The evidence
shows that ethnic Germans from other countries have a priority in admitting
citizenship. Therefore, the German immigration policy accept those who have
German roots. Also, in the 1950s and 1960s there was an active recruitment policy of
foreign workers to fulfil the needs of the labour market. Since 1973 Germany has
made some attempts to induce return migration. There were active labour recruitment
policies in many western European countries that came to a halt at the time of the first
oil crisis in 1973. However, assimilation policies turned out not to be very successful.
Unlike Australia and Canada, Germany accepts its immigrants mainly based on family

matter policy or “easy workers™ policy, not skill-based policy. Since Germany is not



an immigrant country and does not have strong immigration policy, the proportion of

immigrants there is less than in Canada, Australia and the United States.

Hence, among the objectives of the immigration policy in the United States and in
Germany, the more important ones are those related to family reunification and the
fulfilment of international legal obligations with respect to refugees; those related to
the promotion of national and regional economic prosperity promotion are less

important.
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SUMMARY OF PREVIOUS FINDINGS

There are a few studies that have addressed the issue of the effectiveness of the
immigrant selection system. For example, Duleep and Regets (1992) tried to examine
whether the Canadian immigrant selection system, which places strong emphasis on
economic criteria, is more effective than the US immigration system, which is largely
based on family reunification, by comparing the experience of immigrants in the two
countries. The authors found that although immigrants to Canada were younger at the
time of arrival and reported greater language proficiency than those who entered the
United States, this did not necessarily translate into an advantage in terms of education
and earnings. The authors concluded that the Canadian immigrant selection system is
more effective than the US system. However, the above conclusion may be premature,
because the study is based on a single census for each country and therefore, is

unlikely to capture the effect of different policy regimes on immigrant performance.

Borjas (1993) also made a comparison of the performance of immigrants in Canada
and the United States. However, unlike Duleep and Regets, his analysis dealt with
immigrants from all countries and was based on pooled data from two census years.
He found that immigrants to Canada were more educated and had higher entry
earnings than those coming to the US, which in turn was interpreted as evidence that
immigrants admitted on economic grounds tend to be more successful than those
admitted for family-based reasons. As in the case of Canada, there is very little
research on the economic adjustment of immigrant classes even in the United States.

The pioneering studies on the subject have been done by Duleep and Regets (1992,

10



1994, 1996, 1997). Their main findings are as follows. First, although recent
immigrants start with low earnings, this initial disadvantage is more than offset by
very rapid subsequent growth in earnings. As a result, their earnings tend to converge
to the native-born level over time. Second, Duleep and Regets found that, while the
declines in admissions on the basis of occupational skills and the corresponding
increases in family-based admissions have contributed to a decrease in initial earnings,
the same factors have also produced a rapid increase in earnings growth. Third, the
authors also found that the earnings of demographically comparable immigrants,

regardless of their country of origin, converge over time.

Economic studies of immigrant labour market adjustnient have focused on differences
in earnings between immigrants and non-immigrants as a function of the immigrant's
years since migration (YSM) and arrival cohort. The results for men indicate that
immigrant men have lower earnings than similar non-immigrant men immediately
after migration. However, the immigrant men experience higher growth in earnings
over time, with the magnitude of this difference being the focus of much of the debate
in the literature (see Chiswick 1978; Borjas 1985; Bloom and Gunderson 1991;

LaLonde and Topel 1992; Baker and Benjamin 1994).

A few studies have reported results on female immigrant earnings differentials. Long
(1980) for the US and Akbari (1990) for Canada present regression results based on
Census data (for 1969 US earnings in Long and 1980 Canadian earnings in Akbari).

Canadian Census data provide information only on marital status and number of
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children born within broad age categories (Miller 1987; Smith and Stelcner 1988;
Shapiro and Stelcner 1987). In contrast, the 1973 Job Mobility Survey (Boyd et al.,
1985) has a unique characteristic for Canada, direct measure of actual reported work
experience, and it has been used in studies by R.Meng (1987) and Meng and J.
Sentance (n.d). This reported experience variable is used as an alternative to age or a
Mincer potential experience variable (i.e. age - education - 5), and serves as the basis
for a novel variable for 'hometime' that turns out to have considerable explanatory
power. This allows one to control better for past labour market experience and hence
to estimate better the net effect on foreign birth on earnings differentials. The analysis
focuses only on earnings and not on any non-monetary employment benefits on which

no data are available.

As found for men, the coefficients on education and experience themselves are
significantly lower for foreign than for native-born, leading to a lower return on
standard human capital skills to immigrant women. For immigrant women, the
marginal cost of time at home greatly exceeds the human capital returns to work
experience because of their very flat earnings proﬁle.bNote also that, once home-time
variables are introduced into the earnings equation, the traditional term for picking up
home-time effects, the number of children variable, turns out to be not at all

significant.

Using Census data, Nakamura and Nakamura (1992) found that, on average, the

hourly wage rates of immigrant workers, as compared with native workers in Canada,
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are higher than is the case in the United States, and that is consistent with the authors’
finding that, compared with native populations, immigrant workers in Canada have
more education on average than in the United States. At the same time, in Canada, as
in the United States, immigrant workers earn lower rates of return on their years of
schooling than native workers. Authors found no evidence, however, that this rate-of-
return disadvantage is less severe for Canada than for the United States. Nor are the
estimated levels for the rates of return on Years of Schooling higher for Canadian than
for U.S. working immigrants. Authors concluded that there was no evidence that
Canadian immigration policies have been more effective than U.S. policies from an

economic perspective.

The study by deSilva (1992) examines the earnings of immigrants, with emphasis on
foreign-born visible minorities. Minority women, for example, may earn lower wages
because they are victims of double jeopardy based on gender and race. The existing
literature on wage discrimination tends to focus on either race or gender, making it
difficult to interpret the interaction between these two characteristics. Data obtained
from the 1989 Labour Market Activity Survey (LMAS) show that gender and race
indeed exert a significant effect on observed wage rates. Only part of the observed
gender and racial wage rate differentials can be attributed to differences in the
productivity-related characteristics of individuals in these groups. Studies in the US by
Chiswick (1978) and Borjas (1985) show that new immigrants earn considerably
lower wages, and in a recent Canadian study, Beach and Worswick (1993) also report

that immigrant status has a negative effect on the earnings of some female workers,

13



especially those originating from Third World regions. However, deSilva's (1992)
study concludes that there is no detectable, general tendency to discriminate against
foreign-born visible minorities in Canada. Where they exist, observed wage
differentials can be explained largely by lower compensation for both schooling and

work experience acquired abroad.

Christofides and Swidinsky (1994) use the 1989 Labour Market Activity Survey
(LMAS) to examine wage differences between white and visible-minority workers.
Although they find significant wage differentials between those two groups, they do
not explore ethnically based earnings differences within the white and visible-minority
aggregate categories. Closer inspection of the data reveals much variation among
visible minority groups in annual earnings, hours worked, the proportion of females or
immigrants in each group, etc. Accordingly, wage rates are a better measure of labour
market opportunity for paid workers than annual earnings (Christofides and Swidinsky
1994, p.35). Additionally, if immigration status is a proxy for a number of labour
market disadvantaging factors, color aside, it may contribute to observed wage
differentials. In short, one should not generalize the labour market opportunities for
visible minorities without distinguishing among the various visible minority groups or
the influences of gender, education, work experience, and immigration status. Studies
of visible minorities in Canada often begin by acknowledging that they constitute a
disadvantaged category with respect to labour markets. Christofides and Swidinsky
(1994) employ the 1989 Labour Market Activity Survey (LMAS) to investigate the

wage implications of visible minority status and gender status for all age groups. They
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find that minority women are especially disadvantaged, but that "the labour market
disadvantage of visible minority males is comparable to those of white females"(1994,
p.46). They employ a dichotomous variable derived from a self-perception question to
capture visible minority membership and acknowledge that "their data do not allow
[them] to conduct an analysis of individual kminority groups"” (ibid.). Consequently, it
is not possible to determine whether some visible minority members earn more than
their white counterparts, while other visible minority groups earn less. And, while
two-thirds of Canada's immigrants are visible minorities, Christofides and Swidinsky
conclude that immigrants are "generally not disadvantaged in the Canadian labour

market" (1994, p.39).

Bloom, Grenier and Gunderson (1995), on the other hand, used pooled Census data
from 1971, 1981, and 1986 to examine the earnings of immigrants. They use a model
developed by Chiswick (1978) and Borjas (1985) to explain the logarithm of earnings
as a function of human capital variables, such as education and potential experience
(age less five years of education), labour market measures (such as the number of
weeks worked and the number of hours worked per week), and immigration variables.
The immigration variables include a dummy variable distinguishing those born outside
Canada to measure "the entry effect", and the number of years since migration to
Canada to measure "the assimilation effect". Bloom, Grenier and Gunderson find a
negative entry effect (earnings are less for immigrants upon entry into Canada) and a
positive assimilation effect (earnings of immigrants tend to grow faster than average).

DeSilva (1996) also uses Census data to examine the earnings of immigrants, many of

15
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whom, as noted, are visible minorities. He concludes that differential returns for
visible minority immigrants can be explained by differences in the quality of
seemingly identical educational qualifications. This conclusion is based upon the fact
that no earnings differential (and hence discrimination) was found between Canadian-
born visible minorities and Canadian-born whites. DeSilva makes no distinction

among different visible minority groups.

Recent studies of immigrant assimilation paint a somewhat pessimistic picture of the
future prospects of new immigrants. Grant (1999) uses the 1991 Canadian Census to
investigate the validity of these predictions for full-year, full-time male immigrants.
She finds that this prediction has not been realized: new immigrants, specifically those
arriving in the early 1980s, are experiencing assimilation rates far above those
experienced by their predecessors. Furthermore, immigrants arriving in the late 1980s
had similar entry earnings to those arriving in the early 1980s, suggesting a suspension

of the downward trend in the entry earnings of successive immigrant cohorts.

The gender dimension of employment opportunities of immigrants in Canada cannot
be ignored. The problem of racial discrimination toward visible minorities poses a
question about Canada being a kinder and gentler society. At the same time, Canada's
immigrants increasingly differ from non-immigrants; hence Canada's self-image as an

immigration-tolerant society is also at stake.
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lll. Data and Methodology
DEFINITION OF DATASETS

For my research I used several data sources: for Canada - Canadian Census (1996
PUMF); for the United States - US Census (1990 PUMF); for Australia (1994) and for
Germany (1994) - Luxembourg Income Study database. After selecting only those
who were employed full-year, worked full-time without self-employment income,
were aged from 20 to 64 years, the data sets were reduced to: 75478 observations for
Canada, 99749 observations for the United States, 4557 observations for Australia,
and 4668 observations for Germany (for details see Appendix Table 1). Observations
were included in this paper, for which annual earnings, employment status, usual
hours worked per week, weeks worked per year, educational attainment, number of
children, immigrant’s origin and number of years since migration, or yéar of
migration, were available. Since some variables, like weeks worked (for Australia),
immigrant’s origin, and time since migration (for Germany) are not available through
the Luxembourg Income Study, the analysis based on these variables cannot be done

for these countries.

For over a decade the Luxembourg Income Study (LIS) has been involved in
harmonizing national survey data on household incomes and income components (e.g.,
earnings) with a common data framework. By improving data comparability, LIS has
achieved one of its major objectives: to facilitate cross-country comparisons of

inequality, poverty and other distribution issues.
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The LIS project has established a “lowest common denominator” framework of data
consistency that permits ready comparability of results from analyses that employ the
LIS data. Although data series like educational attainment cannot be readily
harmonized, it is possible to isolate the definitional difficulty and clarify its

importance.

SAMPLE SELECTION

There are different ways to address the problem that annual earnings differentials
involve differences in both wages and hours. The common and straightforward
approach that I employ here is to limit the population of interest to workers who
worked full time (generally 34 hours per week or mofe) during the survey period and
reported full-year employment during 47 or more weeks, thus eliminating those who
had substantial spells of unemployment or part-time employment. Because young
workers are often still in training, while older workers are a self-selected group from
among those who may be eligible for retirement, I have followed the procedure of
restricting my sample to persons aged 20 to 64. I follow the usual procedure of
reporting results separately by gender. However, I also pooled males and females
together in order to get the explanatory variable for gender earnings differences.
Another important technical decision concerns the treatment of self-employment
income. In principle, self-employment generates income, which is a mix of labour
earnings, returns to capital, and returns to entreprenership. Moreover, self-employment
income is notoriously misreported (see Atkinson, Rainwater and Smeeding 1995,
Table 3.1), and the definition of a “self-employed worker” varies across nations.

Therefore, there is no completely consistent way to expunge the earnings of self-

18



employed workers, and I decided to delete from the sample all households and persons

with any self-employment income at all.

Summing up, the earnings measure is the reported annual earnings of full-year, full-
time workers aged 20 to 64 (excluding the self-employed). The dependent variable [In
(Wage)] is the natural logarithm of annual wages and salaries, expressed in national
currency units (NCU). I faced the standard estimation problem by observing earnings
only for those people who are employed. Although, this presents a potential selection
problem, which can result in biased parameter estimates. Correction for a sample

selection is not used in this paper (Heckman 1986).

MODEL SPECIFICATION

In order to estimate the regression-adjusted effects of educational attainment and
immigration status on annual earnings - net of differences in productivity- and job-
related variables - I constructed standard semi-log wage equations, specified as closely
as possible across countries. I estimate the parameters of the wage equations for both
sexes together and also for males and females separately, using ordinary least squares
(OLS) regression. Their independent variables include age, age squared, weekly hours,
weeks worked, and dummy variables indicating educational level, marital status,
gender and immigration status in terms of immigrants’ origin and time since

migration.
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DEFINITION OF INDEPENDENT VARIABLES

AGE
AGE?
Hours
Weeks
Low*
Medium*
High*
Married
Children

Fem

ImmEurope

ImmAsia

ImmAfrica

Imm 00-04

- age of the person;

- squared age;

- variable for hours worked full-time per week;

- variable for weeks worked per year;

- dummy variable for low level of educational attainment';

- dummy variable for medium level of educational attainment;

- dummy variable for high level of educational attainment;

- dummy variable, value is equal to 1 if person currently married;

- variable for number of children in family;

- dummy variable, values are equal to 1 and 0 for females and males
respectively;

- dummy variable, values are equal to 1 and O for immigrant and
country born respectively;

- dummy variable, value is equal to 1 if person is an immigrant from
Europe, North America or Australia®;

- dummy variable, value is equal to 1 if person is an immigrant from
Asia;

- dummy variable, value is equal to 1 if person is an immigrant from
Africa or South America;

- dummy variable, value is equal to 1 if person immigrated in period

0004 years ago;

1

- omitted in all regressions

20



Imm 05-09 - dummy variable, value is equal to 1 if person immigrated in period
0509 years ago;

Imm 10-14 - dummy variable, value is equal to 1 if person immigrated in period
10-14 years ago;

Imm 15-19 - dummy variable, value is equal to 1 if person immigrated in period

15-19 years ago;

Imm 20+ - dummy variable, value is equal to 1 if person immigrated 20 or more

years ago’.

- Countries differ substantially in the way in which they organise their educational
systems., It is therefore unsurprising that it is not really possible to make any strong
cross-country comparisons about educational attainment. I combined similar
attainment categories in order to make aggregaﬁons more or less consistent in
terms of cross-country comparison. Even then, it seems that harmonisation
problems, like the effect of the vocational training system in Germany, exist. For
the detailed coding assumptions done for educational attainment variables see

Appendix Table 6.

2 . omitted in all regressions
3 . omitted in immigrants only regressions

21



IV. Descriptive Analysis of the Results

The analysis in this paper is based on several data sets that I have constructed.
Basically, I have separated the total sample population of each country into a few
groups: by gender (males and females) and immigration status (immigrants and
natives), and into several subgroups for immigrants by years since migration (YSM)
and by region of origin. Such division gives me a possibility to compare those
different groups and subgroups and find some patterns typical for each group or for the

whole population of interest.

LEVEL OF EDUCATIONAL ATTAINMENT

It is believed that education is a major requirement for success in the labour market.
Therefore, it is extremely important to compare the immigrants with the natives in
terms of their educational attainments and find out how well are educational levels of
immigrants compared with those of native-born people. To address this issue, I
consider the proportions of people with low, medium and high levels of education, in

both immigrant and native-born populations in each of the four countries.
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Table 1: Sample Distribution by Country, Level of Educational Attainment and
Detailed Immigrational Status, %

1994 medium level

Non- Imm | Imm | Imm | Imm All Total
immigrants 05-09 | 10-14 | 15-19 | 20+ [Immigrants
Canada low level 44.6 42.7 42.6 39.0 39.7 40.6 43.8
1995 Medium level 359 30.5 32.0 36.5 35.8 34.0 35.5

high level
United States (low level 364 62.6] 579] 557 567 43.7 54.8| 40.2
1991 medium level 363 167 21.3] 222 21.6] 302 22.8] 335

high level

ow leve
medium level
high level

high level

e Table 1 shows that immigrants in Canada have a lower proportion of people with

low level of education than non-immigrants. In terms of high level of education,
immigrants have a significantly higher percentage in that category than native-born.
Recent immigrants tend to be concentrated in the two extreme levels (low and high) of
education, with fewer of them in the medium level than earlier immigrants. For
example, 27 per cent of immigrants with 00-04 YSM have medium level, compared to
35.8 per cent of those with 20 YSM and more. The percentage growth of the
proportion of immigrants with high level of education could be explained by the
effectiveness of the Canadian immigrant selection system based on skills. However,
the increase in the proportion with low level of education reflects the incréased

importance of the family and refugee classes.
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e In the United States, the share of people with low-level education among immigrants
is much higher than that for native-born. Unlike in Canada, natives born in the United
States have a quite highef proportion with high level of education than immigrants. If
we compare recent immigrants with those who arrived earlier, we notice that
immigrants who came recently have a higher percentage of low-educated people than
those who came earlier. In terms of high level of education, the proportion is smaller
for the recent immigrants than for those who came earlier. The trend is different than
that of Canada. The nature of the US immigrant selection system, which is mostly

based on family reunification, might be an explanation for such a trend.

e In Australia, immigrants have a lower percentage of low-educated people than native
born. Moreover, immigrants have a higher proportion of people with high level of
education than natives. This is the same as in Canada. We can observe significant
changes in proportions of low level and high level bof education among immigrant
cohorts over the years. Immigrants who arrived earlier have much lower percentage of
high-educated people than those who came recently. This is quite an impressive
change! Also, recent immigrants have a significantly lower rate of low-educated
people than those who came 20 years ago. Apparently due to positive changes in
immigrants selection system, recent Australian immigfants have a higher proportion of

educated people and smaller shares of less educated groups.

24



e In Germany, we can only make a comparison between natives and all immigrants.
Immigrants have a higher proportion of people with low level of education than native
born, and the gap is big (20 percentage points). On the other hand, the percentages of
high-educated people among natives and immigrants are not very different from each
other. The explanation for the difference in level of education between immigrants and
non-immigrants comes from the nature of immigration policy: the majority of
immigrants coming to Germany are those who come as refugees without any screening
procedures based on the educational level. As a result, the proportion of people with
medium or high levels of education among immigrants is lower than among non-

immigrants.

To sum up, Canada and Australia, the traditional immigrant countries with selection
mechanism, show an increase in percentage of high educated population among
immigrants over the past 20 years, whereas the US shows a decline. The evidence
shows (see Table 1) that immigrants tend to be more educated in Canada and Australia
than natives of those two countries. Immigrants in the US and Germany have a higher

proportion of poorly educated persons than native born.
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REGION OF ORIGIN GROUPS AND DETAILED IMMIGRATION STATUS

More than half of immigrants (aged 20 years up to 64) in Canada came 20 or more
years ago (see Table 2). Another 40 % are those who arrived 5-19 years ago. Finally,
the remaining 8 % are those who came fewer than 4 years ago. In the US, percentages
of immigrants in 1991 who came during different periods are nearly unchanged from

those in Canada.

It is clearly seen that proportions of immigrants in Australia (1994) are very similar to
those in Canada (1996). Nearly 60 % of total immigrant population in 1994 came to
Australia 20 or more years ago, and just 5 % of total number is those who arrived

about 4 years ago.

About 50 % of the immigrant population in Canada (1996) came from Europe and
North America, the traditional immigrant origin countries. In the US (see Chart 2), on
the other hand, more than half of the immigrant population came from Africa and
South America, new immigrant origin countries. Neafly one third of all immigrants in

both Canada (1996) and the US (1991) are made up of persons who came from Asia.

Another interesting point is that the proportion of immigrants who came to Canada
from Europe and North America has been declining for the past 20 years (see Chart 1).
On the other hand, the proportion of immigrants from Asia has increased significantly.
Canadian immigrants from Africa, Central and South America have also increased

their proportion.

26



C’ Table 2: Sample Distribution of Immigrants by Country, Origin Group and
Immigrational Status, %

Region of Origin Imm | Imm | Imm { Imm | Imm | Imm
00-04 | 05-09 | 10-14 { 15-19 | 20+ | Total

Canada Europe, North America 24.3] 25.9 31.1 36.1 67.7] 494

1996 Asia 54.6] 503 453 41.0 16.7] 314

1991

United States |




Chart 1: Immigrants by Region of Origin, Canada, 1996, %
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As in Canada, the proportion of US immigrants from Europe, North America and
Australia has been decreasing for the past 20 years, and the percentages of people
from Asia, Africa and South America have been increasing over the years. If we
compare proportions in Canada and the US, we may notice that percentage of
immigrants from Europe and North America is higher in Canada than in the US. But
proportion of arrivals from Africa and South America is much lower in Canada than in
the US. This is because of the impact of Mexican immigration in the United States. If
we look at immigrants from Asia, the proportions in Canada and the US are similar
(Chart 2). In Australia, as in Canada and the US, the proportion of immigrants from
Europe and North America has been decreasing until about 9 years prior to the survey,
but unlike in Canada and the US, it has started to increase afterwards (Chart 3).
Similar to Canada and the US, the proportion of Asian immigrants has been increasing
over the years in Australia. Finally, the percentage of Australian immigrants from
Africa, and Central and South America is lower during the period of about 4 years
prior to the survey compared to what it was during the period of 20 or more years, it is

also much lower than those in Canada and the US.

To sum up, Australia somehow maintains its high proportion of immigrants from
Europe and North America throughout the period. In the US, the percentage of
immigrants from Europe, North America and Australia is overtaken by that of
immigrants from Africa and South America. Recent evidence shows that in Canada
the proportion of immigrants from Europe and the United States became much lower

over the years and was overtaken by the proportion of Asian immigrants.
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AVERAGE ANNUAL EARNINGS AND

MEAN VALUES OF OLS REGRESSION VARIABLES

Looking at mean earnings of males and females (Appendix Table 2) in all four
countries, we can see similar inequality. In Canada females earn 72.9 per cent of males
earnings on average; in the United States — 69.4 per cent; in Australia — 76.2 per cent
and in Germany — 72.2 per cent. We can see that there is a cross-country difference in
the earnings differentials between immigrants and non-immigrants (Chart 4): in
Australia immigrants earn more on average than non-immigrants, while they earn less in
the other countries. In Canada, immigrants earn almost as much as non-immigrants. In
Germany and the United States, on the other hand, differences in earnings between
immigrants and natives are bigger; native males and females earn much more than

immigrant males and females respectively.

Since we expect a positive relation between level of earnings and level of education,
such cross-country earnings difference between immigrants and non-immigrants are
related to levels of educational attainment for those groups in different countries, which

could be explained by differences in immigration policies among countries.
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Table 3: Mean Values of OLS Variables by Country, Gender and Immigrational Status

Males & Females Males Females
Non-immigrant Immigrants Total _ |Non-immigrant _Immigrants Total Non-immigran Immigrants Total
Canada Age 39.23 42.35 39.85 39.40 42.63 40.03 38.98 41.95 39.58
1995 Age*Age 1,634.25 1,894.84 1,686.16 1,648.14 1,922.77 1,702.19 1,613.25 1,854.15 1,662.09
Hours worked (FT) 43.35 4345 43.37 44.84 44.70 44.81 41.10 41.63 41.21
Weeks worked (FY) 51.47 51.37 51.45 51.47 51,38 51.45 51.48 51.34 51.45
Medium level of educ 35.92% 33.99% 35.93% 35.83% 34.76% 35.62% 36.06% 32.88% 35.41%
High level of educ 19.52% 25.38% 20.69% 19.08% 26.70% 20.58% 20.19% 23.46% 20.85%
Married 58.69% 72.14% 61.37% 62.69% 76.29% 65.37% 52.64% 66.11% 55.37%
Number of children 1.15 1.40 1.20 1.26 1.48 1.30 0.98 1.28 1.04
Fem 39.81% 40.71% 39.99% X b4 X X X X
Imm X X 19.92% X X 19.68% X X 20.28%
ImmAsia b4 31.45% 6.26% X 30.60% 6.02% X 32.68% 6.63%
ImmAfrica X 19.16% 3.82% X 17.99% 3.54% b4 20.85% 4.23%
Imm 00-04 x 8.85% 1.76% X 8.94% 1.76% X 8.73% 1.77%
Imm 05-09 X 15.05% 3.00% X 15.57% 3.06%| x 14.30% 2.90%
Imm 10-14 X 8.99% 1.79% X 8.70% 1.71% X 9.41% 1.91%
Imm 15-19 X 15.40% 3.07% X 14.92% 2.94% X 16.09% 3.26%
Imm 20+ X 51.71% 10.30% X 51.87% 10.21% X 51.47% 10.44%
LOG(Wage) 10.38966 10.31679 10.37515 10.50615 10.44297 10.49372 10.21355 10.13297 10.19721
United States|Age 37.81 3592 37.42 37.82 35.48 37.30 37.79 36.70 37.60
1991 Age*Age 1,548.22 1,403.30 1,518.67 1,550.51 1,371.49 1,511.11 1,545.10 1,459.05 1,529.55
Hours worked (FT) 44.50 43.27 44.25 45.85 43.93 45.43 42.63 42.11 42.54
Weeks worked (FY) 48.35 46.47 47.97 48.88 46.61 48.38 47.63 46.21 47.37
Medium level of educ 36.66% 22.81% 33.83% 34.93% 20.63% 31.78% 39.02% 26.62% 36.78%
High level of educ 27.69% 22.70% 26.67% 28.62% 22.32% 27.24% 26.40% 23.38% 25.86%
Married 57.76% 56.46% 57.50% 62.21% 57.26% 61.12% 51.66% 55.06% 52.28%
Number of children 0.82 1.12 0.88 0.85 1.12 0.91 0.78 1.11 0.84
Fem 42.19% 36.32% 41.00% X X x b X X
Imm X X 20.39% X X 22.01% X X 18.07%
ImmAsia x 32.19% 6.56% X 28.81% 6.34% b4 38.11% 6.89%
ImmAfrica x 52.66% 10.74% X 57.27% 12.60% X 44.58% 8.06%!
Imm 00-05 X 21.22% 4.33% X 23.58% 5.19% X 17.09% 3.09%!
Imm 06-10 X 22.06% 4.50% X 22.43% 4.94% X 21.42% 3.87%|
Imm 11-15 x 18.83% 3.84% X 18.57% 4.09% X 19.29% 3.48%)
Imm 16-20 x 13.29% 2.71% X 12.71% 2.80%) X 14.30% 2.58%
Imm 21+ X 24.60% 5.02% X 22.72% 5.00% X 27.90% 5.04%
LOG(Wage) 10.00152 9.69417 9.93884 10.15431 9.77031 10.06981 9.79217 9.56069 9.75035
C Australia Age 36.45 40.77 3757 37.27 41.56 3841 34.79 38.99 35.82
. 1994 Age*Age 1,447.71 1,762.33 1,529.09 1,507.14 1.827.18 1,582.02 1,327.68 1,616.68 1,398.49
Hours worked (FT) 42.36 4197 42.26 43.10 42.84 43.03 40.88 40.01 40.67
Medium level of educ 32.82% 34.27% 33.20% 37.34% 39.23% 37.85% 23.69% 23.13% 23.56%
High level of educ 17.36% 20.16% 18.08% 15.65% 21.31% 17.15% 20.81% 17.56% 20.01%
Married 62.21% 74.54% 65.40% 66.28% 76.70% 69.04% 53.98% 69.68% 57.83%
Number of children 0.69 0.72 0.70 0.82 0.81 0.82 0.43 0.53 0.46
Fem 33.12% 30.81% 32.52% X X X X X X
Imm X 25.87% x X 26.52% X X 24.50%
ImmAsia X 18.52% 4.79% b 17.22% 4.57% x 21.43% 5.25%
ImmaAfrica x 7.44% 1.92% X 8.14% 2.16% X 5.86% 1.44%
Imm 00-04 X 5.02% 1.30%, X 5.07% 1.35% X 4.90% 1.20%
Imm 05-09 X 17.58% 4.55% X 16.99% 4.51% X 18.88% 4.63%
Imm 10-14 x 9.70% 2.51% X 8.44% 2.24% X 12.52% 3.07%|
Imm 15-19 X 10.30% 2.66% X 10.56% 2.80% X 9.72% 2.38%
Imm 20+ x 57.40% 14.85% X 58.93% 15.63% X 53.97% 13.23%
LOG({Wage) 10.24923 10.27997 10.25718 10.33528 10.37324 10.34534 10.07546 10.07051 10.07424
Germany Age 39.34 36.74 39.20 40.06 37.21 39.90 37.79 35.63 37.68
1994 Age*Age 1,666.02 1,429.52 1,652.45 1,720.13 1,464.74 1,705.06 1,549.40 1,345.97 1,538.44
Hours worked (FT) 43.27 42.58 43.23 44.01 43.71 43.99 41.69 39.90 41.59
Weeks worked (FY) 49.61 47.65 49.50 49.77 48.96 49.72 49.27 44.53 49.01
Medium level of educ 40.35% 22.26% 39.32% 35.25% 17.39% 34.20% 51.35% 33.81% 50.40%
High level of educ 15.25% 11.72% 15.05% 16.95% 12.92% 16.71% 11.58% 8.88% 11.44%
Married 61.46% 80.29% 62.54% 67.12% 85.39% 68.19% 49.27% 68.19% 50.29%
Number of children 0.62 1.08 0.65 0.74 1.24 0.77 0.37 0.70 0.39
Fem 31.69% 29.65% 31.58% X X 0.00% X X 100.00%
Imm X X 5.74% x . X 5.90% X 5.39%
LOG(Wage) 10.78375 10.59547 10.77295 10.86874 10.70525 10.85910 10.60057 10.33502 10.58626




As we have seen, immigrants in Canada and Australia are more educated than non-
immigrants. At the same time for immigrants in the United States and Germany, the
proportions of people with a low level of education are significantly higher than it is the
case with non-immigrants in these countries. One more interesting point could be made
by looking at levels of education between immigrants and native-born people by gender

(Table 3). In Canada, male immigrants seem to be more educated than male natives.

For females, immigrants also are more educated than non-immigrants do. In Australia,
male immigrants are also more educated than male natives, but for females the picture is
reversed, since immigrants appear to be less educated than female natives. On the other
hand, in Germany and in the United States immigrants, of both sexes are less educated

than non-immigrants.

For Canada and Australia, the explanation for differences in education between male
natives and male immigrants may come from an immigration-policy-based selection
procedure. Highly educated immigrants, after going tﬁrough the selection procedure of
the point system, are more likely come to Canada and Australia under independent
category. Given that the main applicants of prospective immigrant family are primarily
males, they are more likely to be screened for occupational suitability and job readiness
than females. Primary applicants in occupations that are in short supply or those who
have jobs prearranged in the country of destination are given preference in the
immigrant intake. They are more likely to enter the country with jobs ready for them.

Immigrant women, on the other hand, usually come in as an accompanying part of the
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family (rather than as the primary applicant). Hence, they are not screened on the basis
of educational qualifications and more susceptible to lose part of their human capital or
not getting its full return. However, this is not completely the true for Canada, since

female immigrants are also more educated than non-immigrant females.

There is one more interesting difference between immigrants and non-immigrants,
namely the percentage of married people (see Table 3). In Canada, 72.1 per cent of
immigrants are married, while it is the case for only 58.7 per cent of non-immigrants.
There is a similar situation in Australia, where 74.5 per cent of immigrants are married,
and only 62.2 per cent of non-immigrants. In Germany, there is even bigger gap
between married immigrants and non-immigrants: 80.3 per cent of immigrants are
married and only 61.5 per cent of non-immigrants are married. Therefore, in all three
countries, immigrants are more likely to be married than non-immigrants. On the other
hand, in the United States we observe that the proportion of married people for
immigrants is even less (57 per cent), than the share of married non-immigrants (58 per

cent).
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V. OLS REGRESSIONS RESULTS

In Tables 4, 5 and 6, I have the main results of the OLS regressions. Detailed results of

the different model specifications are presented in Appendix Tables 3, 4 and 5.

I basically took several steps in model construction by adding successively more
explanatory variables to my basic regressions. From the basic model, which includes as
independent variables age, hours worked, education, marital status, number of children
and gender (Appendix Table 3.1), I added a dummy variable for immigration status
(Appendix Table 3-2, Basic Model+Immigrants). Thus, the coefficient for the dummy
variable for immigrants shows the difference in earnings between immigrants and non-
immigrants. In spite of the fact that I change my model, the values of all other
coefficients remain basically unchanged. The next step is to add a variable for weeks
worked during the year (Appendix Table 3-3, Basic Model + Weeks Worked +
Immigrants). As it was with the dummy variable representing immigrants, the values of
the other coefficients remain basically unchanged, so the results are robust to the

inclusion in the model the variable for the weeks worked.

In the next stage of full model construction, I added dummy variables for the
immigrants’ origin and I divided immigrants into several groups by time since
immigration, in order to see time pattern of immigrant earnings growth trend (Appendix
Table 3-4 and 3-5). For the first part I have three subgroups of immigrants: those who
came from Europe, North America or Australia; thos¢ who came from Asia; and those

from Africa or Central and South America.
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For all models, countries and groups, values of coefficients related to age and age
squared look natural — we always have concave functions as a result of negative sign of
coefficient for age squared (see Appendix Table 3,4 and 5). All coefficients are

statistically significant.

Given these full models, we are able to compare only two countries Canada and the
United States, because there are variables missing to construct full models for Australia
and Germany (Appendix Table 3-5). The model specification with or without weeks
worked for Canada and the United States, the values of the other coefficients are
basically unchanged. Therefore, even if we do not have weeks worked for Australia, It
is likely, that we can compare result for Australia with results for Canada and United
States. For Germany, there is no information on yeaf of immigration and immigrants
origin, therefore the models of Appendix Tables 3-4 and 3-5 (Basic Model +
Immigrants Origin + Immigrants Subgroups) cannot be estimated. The same steps are
repeated for a sample of non-immigrants only (Appendix Tables 4-1 and 4-2) and of

immigrants only ((Appendix Tables 5-1 to 5-4).

Table 4 shows selected results from human capital regressions for four countries for the
combined sample of immigrants and natives (for full details see Appendix Table 3.4 and
3.5). For each country I have run these regressions for three data sets, namely total

population, males and females.
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We may notice that there is a positive relation between the level of educational
attainment and the level of earnings, as expected. Since the variable for a low level of
education is omitted, the coefficients of the variables corresponding to a medium level
of education and a high level show, respectively, differences in earnings compared to
people with a low level of education. People with a medium level of education are
supposed to earn 19.8 per cent more than those with a low educational level, and people
with a high level of education earn 50.1 per cent more than those with a low level. In
the United States, people with a medium level of education earn 21.9 per cent more than
those with a low level, and people with a high level earn 56.3 per cent more than people

with a low educational level.

In Australia, people with a medium level earn 12.7 per cent more than people with a
low level, and people with high level earn 30.0 per cent more than those with a low
level. In Germany, people with a medium level earn 9.8 per cent more than people with
a low level, and those with a high level earn 43.4 per cent more than people with a low
level of education. Different levels of inequality in each country could explain these
differences among our four countries. For example, a high inequality in the United
States gives us an explanation for the largest gap in the earnings among different
educational groups. However, such an interpretation should be made with care, because
of the difficulties in reconciliation the educational groups; there is a unique survey
methodology in each country, and the categories are not completely consistent even

after the reconciliation.
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It is also interesting to look at the coefficients of the levels of education in the
regressions for men and women separetely (see Table 4). In Canada, men with a
medium level of education earn 18.2 per cent more than those with a low educational
level, while those with a high level earn 46.7 per cent more. Women with a medium
level of education supposed to earn 20.8 per cent more than women with a low

educational level, and women with a high level earn 55.2 per cent more.

In the United States, men with a medium level of education appear to earn 20.1 per cent
more than men with a low educational level, and men with a high level earn 53.1 per
cent more than men with a low level. Women with a medium level of education earn
22.7 per cent more than those with a low educational level, and women with a high

level earn 58.0 per cent more than those with a low level.

In Australia, men with a medium level of education are likely to earn 11.2 per cent more
than men with low educational level, and men with high level earn 29.6 per cent more
than men with low level. Women with medium level of education are supposed to earn
13.8 per cent more than those with low educational level, and women with high level

earn 31.0 per cent more than women with low level.

In Germany, males with a medium level of education may earn only 6.2 per cent more
than males with a low educational level, and males with a high level earn 45.2 per cent
more than males with low level of education. Women with a medium 