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Introduction	

It	 is	generally	expected	that	 immigrants	will	experience	some	earning	gap	at	entry	and	that	

their	earnings	will	grow	with	years	in	destination	country.	The	rate	at	which	this	gap	narrows	

is	usually	defined	as	a	measure	of	 economic	assimilation.	There	has	been	a	 strong	 increase	

over	 the	 past	 decade	 in	 the	 number	 of	 studies	 examining	 the	 economic	 assimilation	 of	

immigrants.	 A	 number	 of	 Canadian	 studies	 now	 exists	which	 documenting	 the	 assimilation	

profiles	for	different	cohorts	of	Canadian	immigrant	(Baker	and	Benjamin	1994;	Grant	1999;	

Aydemir	2005;	Frenette	and	Morrisette	2005;	and	Green	and	Worswick	2012.).	All	of	 these	

researches	 consistently	 find	 a	 modest	 rate	 of	 economic	 assimilation	 and	 a	 substantial	

deterioration	in	the	entry	earnings	of	more	recent	male	immigrant	cohorts	through	the	1970s,	

1980s,	and	first	half	of	the	1990s.	In	this	paper	I	attempt	to	re-examine	some	of	the	issues	in	

this	development,	by	using	most	recent	Canadian	census	data,	which	were	never	been	used	

for	this	purpose.	

The	goal	of	this	paper	is	to	investigate	the	process	of	economic	assimilation	of	immigrants	in	

Canada	using	three	cross-section	census	data.	 I	estimate	six	different	ordinary	 least	squares	

(OLS)	 earnings	models	 (for	 each	 census	 year	 by	male	 and	 female).	 These	models	 combine	

immigrants	and	Canadian-born	workers	and	identify	the	immigrant	effects	through	a	series	of	

cohort	 dummy	 variables	 and	 use	 interactions	 between	 immigrant	 status	 variable	 and	

covariates	 in	 the	 model.	 List	 of	 control	 variables	 consists	 of	 the	 standard	 socioeconomic	

characteristics	that	are	known	correlates	of	earnings:	education	(highest	level	attained:	high	

school	 or	 less	 as	 the	 base,	 college	 or	 diploma	 and	 any	 university	 degree),	 potential	 work	

experience	 in	 years	 (and	 its	 square),	 weeks	 worked,	 visible	 minority	 status	 (a	 dummy	

variable),	 knowledge	 of	 official	 language	 (English,	 French,	 both	 or	 none-base),	 region	

(Atlantic,	Quebec,	Prairie,	Alberta,	British	Columbia	and	Ontario-base),	place	of	birth	(Canada-

base,	Europe,	Asia	and	Other)	and	location	of	person	(urban	or	not	urban,	a	dummy	variable).	

I	use	Census	Public	Use	Micro-data	File	(PUMF)	for	the	years	2001,	2006	and	2011	(National	

Household	Survey)	and	sample	is	restricted	to	men	and	women	aged	15	to	64,	who	worked	

full-time	full-year	in	previous	years.	My	results	suggest	that	there	is	a	deterioration	of	relative	

entry	earnings	for	both	male	and	female	immigrants	between	2000-2005.	In	2000,	income	of	

male	 immigrants	who	had	arrived	recently	 in	Canada	 is	25%	percent	 lower	 than	Canadian-



born	 men.	 In	 2005,	 the	 earnings	 gap	 at	 entry	 jumped	 to	 36%.	 Although	 there	 is	 an	

improvement	or	little	decrease	in	this	gap	by	2010	(to	29%),	still	it	is	higher	than	year-2000	

level.	 Same	pattern	 is	 true	 for	 female	 immigrants	 and	 their	 counterparts.	Moreover,	 recent	

immigrant	cohorts	are	performing	worse	than	their	previous	cohorts.	But	female	immigrant’s	

performance	is	little	better	than	their	male	counterpart.	For	example,	female	IM80-89	cohort	

already	 catch	 up	 their	 Canadian	 born	 counterparts	 in	 2010.	 Results	 from	 OLS	 regression	

suggest	that	observable	socioeconomic	characteristics	cannot	explain	the	deteriorating	entry	

earnings	 of	 recent	 immigrants.	 May	 be,	 returns	 to	 these	 characteristics	 have	 declined	 in	

recent	 times	 suggested	 by	 the	 other	 research.	 Specifically,	 immigrant	 entry	 earnings	 have	

fallen	in	part	because	of	the	broader	decline	in	earnings	among	new	entrants	in	the	Canadian	

labor	 market	 (Frenette	 2005).	 Results	 also	 shows	 that	 assimilation	 is	 taking	 place,	 but	 I	

cannot	conclude	whether	speed	of	assimilation	is	increasing	or	decreasing	over	time.	Recent	

immigrants	start	with	earnings	up	to	24%	lower	than	their	Canadian	born	counterparts	and	

have	assimilated	at	a	very	modest	pace	(around	10%)	 in	 their	 first	years	 in	Canada.	 If	 their	

future	 assimilation	 matches	 that	 of	 earlier	 cohorts,	 convergence	 with	 natives	 may	 be	

unattainable,	due	to	the	fact	that	assimilation	rate	of	earlier	cohorts	is	relatively	small	(only	

4.5%	 for	 6-10	 years	 experience	 and	 only	 2%	 for	 11-15	 years	 experience	 cohort	 in	 2010).	

Lower	returns	to	experience	for	immigrant	compared	to	native	might	have	an	offsetting	effect	

on	assimilation.	

The	 remaining	 sections	 of	 this	 paper	 are	 divided	 as	 follows.	 Section	 2	 illustrates	 literature	

reviews.	In	section	3,	I	describe	the	data	set	used	for	this	paper	along	with	sample	restrictions	

and	 summary	 statistics.	 Section	 4	 explains	 the	 econometrics	 models	 used	 for	 this	 paper.		

Section	5	discusses	the	detail	findings	of	the	models	and	Section	6	concludes.	

Literature	Review		

Started	with	Chiswick	(1978),	there	has	been	a	great	deal	of	empirical	research	that	attempts	

to	 measure	 the	 rate	 of	 wage	 convergence	 between	 immigrants	 and	 natives.	 Using	 1970	

Census	of	Population	data	(USA),	Chiswick	finds	that	immigrants	earn	initially	less	than	native	

born	 but	 their	 earnings	 rise	 rapidly	 with	 U.S.	 labour	 market	 experience.	 According	 to	

Chiswick,	immigrants	likely	to	have	less	of	the	characteristics	associated	with	higher	earnings	

than	 the	 native	 born.	 Being	 new	 arrivals,	 they	 have	 less	 knowledge	 of	 the	 customs	 and	



language	relevant	to	US	jobs,	have	less	information	about	U.S.	job	opportunities,	and	have	less	

firm-specific	training.	But	as	time	passes,	the	immigrant	gains	knowledge	of	the	United	States,	

acquires	 job-specific	 training,	 and	 either	 acquires	 the	 union	 card	 or	 modifies	 his	 skills	

accordingly.	 Thus,	 because	 knowledge	 and	 skills	 are	 not	 perfectly	mobile	 across	 countries,	

other	 things	 the	 same,	 immigrants	 initially	 would	 have	 earnings	 significantly	 lower	 than	

native-born	persons,	but	 the	gap	would	narrow	the	 longer	 they	are	 in	 the	United	States.	He	

finds	 that,	 earnings	 of	 the	 foreign	 born	 rise	 with	 time	 spent	 in	 the	 United	 States	 at	 a	

decreasing	rate.	Other	things	the	same,	the	earnings	of	the	foreign	born	are	9.5	percent	lower	

than	the	native	born	after	5	years	in	the	country,	equal	after	about	13	years,	and	6.4	percent	

greater	after	20	years.		

Carliner	(1980)	uses	1970	Census	of	Population	data	(USA)	and	argues	that	immigrants	may	

or	may	not	earn	higher	wages	(w)	than	natives,	other	factors	such	as	location	and	experience	

equal.	The	higher	motivation	of	immigrants	will	tend	to	raise	their	wages	relative	to	those	of	

natives,	 but	 lack	 of	 knowledge	 about	 U.S.	 customs,	 fluency	 in	 english,	 and	 possibly	 quality	

adjusted	schooling	will	tend	to	lower	them.	On	the	other	hand,	an	individual’s	human	capital	

is	likely	to	increase	over	time	and	with	successive	generations.	Knowledge	about	U.S.	culture	

and	english	fluency	are	likely	to	increase	as	the	immigrant	gains	experience	in	American	labor	

markets.	 One	 implication	 of	 this	 discussion	 is	 that	 wage	 rates	 relative	 to	 similar	 natives	

should	rise	during	the	 immigrant’s	own	lifetime.	While	his	motivation	remains	constant,	his	

stock	of	U.S.	specific	human	capital	is	increasing.		

Both	Chiswick	and	Carliner	used	cross-section	data	sets	to	compare	the	age-	earnings	profiles	

of	immigrants	and	natives.	Their	approach	was	challenged	by	Borjas	(1985),	who	argued	that	

the	 cross-section	 comparison	 might	 not	 properly	 measure	 the	 true	 rate	 of	 assimilation	

because	there	may	be	substantial	differences	in	earnings	potential	across	immigrant	cohorts.	

He	 argues	 that	 assimilationist	 approach	 draws	 inferences	 about	 how	 the	 earnings	 of	

immigrant	workers	evolve	over	 time	from	a	single	snapshot	of	 the	 immigrant	population.	 It	

might	 be	 the	 case,	 however,	 that	 newly	 arrived	 immigrants	 are	 inherently	 different	 from	

those	who	migrated	 twenty	 years	 ago.	Hence	 one	 should	 not	 use	 the	 current	 labor	market	

experiences	of	 those	who	arrived	 twenty	years	ago	 to	 forecast	 the	 future	earnings	of	newly	

arrived	immigrants.	Borjas	(1995)	revisited	this	same	issue	in	90’s	and	uses	the	1970,	1980,	



and	 1990	 Public	 Use	 Samples	 of	 the	 U.S.	 census	 to	 document	 how	 the	 contribution	 of	

immigrants	to	the	skill	endowment	of	the	labor	force	changed	during	the	1980s.He	finds	the	

relative	decline	in	wages	across	successive	immigrant	waves	continued	into	the	1980s.	Even	

after	adjusting	for	changes	in	the	wage	structure	between	1970	and	1990,	the	entry	wage	of	

immigrant	cohorts	declined	by	about	9	percentage	points	in	the	1970s	and	by	an	additional	6	

percentage	points	in	the	1980s.	He	finds	very	little	evidence	to	suggest	that	immigrants	reach	

wage	parity	with	the	typical	U.S.	born	worker	during	their	working	lives.		

Using	 data	 drawn	 from	 the	 1970-2010	 decennial	 Censuses	 to	 examine	 the	 evolution	 of	

immigrant	earnings	 in	 the	U.S.	 labor	market	Borjas	(2013)	extended	his	series	of	papers	on	

this	 issue	 further.	 He	 finds	 that	 there	 are	 cohort	 effects	 not	 only	 in	 the	 entry	 wage	 of	

immigrants,	with	more	recent	cohorts	having	relatively	lower	entry	wages,	but	there	are	also	

cohort	 effects	 in	 the	 rate	 of	 growth	 of	 earnings,	 with	 more	 recent	 cohorts	 having	 a	 much	

smaller	rate	of	economic	assimilation.	Part	of	 the	slowdown	 in	wage	convergence	reflects	a	

measurable	 reduction	 in	 the	 actual	 rate	 of	 human	 capital	 accumulation.	 In	particular,	 there	

has	been	a	concurrent	decline	in	the	rate	at	which	the	newer	immigrant	cohorts	are	picking	

up	English	language	skills.	The	study	identifies	one	factor	that	explains	part	of	these	trends:	

the	 rapid	 growth	 in	 the	 size	 of	 specific	 national	 origin	 groups	 in	 the	United	 States	 reduces	

incentives	 for	 acquiring	 English	 language	 skills.	 The	 growth	 in	 the	 size	 of	 these	 groups	

accounts	 for	 about	 a	 quarter	 of	 the	 decline	 in	 the	 rates	 of	 human	 capital	 acquisition	 and	

economic	assimilation.		

A	number	of	Canadian	studies	now	exists	which	documenting	changes	in	the	earnings	profiles	

of	 different	 cohorts	 of	 Canadian	 immigrant	 men	 (Baker	 and	 Benjamin	 1994;	 Grant	 1999;	

Aydemir	 2005;	 Frenette	 and	 Morrisette	 2005;	 Sweetman	 and	 Picot	 2005;	 and	 Green	 and	

Worswick	2012.).	All	of	 these	researches	consistently	 find	a	substantial	deterioration	 in	 the	

entry	 earnings	 of	more	 recent	male	 immigrant	 cohorts	 through	 the	1970s,	 1980s,	 and	 first	

half	of	the	1990s.		

Using	Census	of	Canada	data	(for	1971,	1981	and	1986)	Baker	and	Benjamin	(1994)	painted	a	

fairly	 pessimistic	 picture	 of	 the	 immigrant	 experience	 in	 the	 Canadian	 labor	market.	 Entry	

earnings	are	falling	across	successive	immigrant	cohorts,	while	their	rates	of	assimilation	are	

uniformly	small.	These	results	are	robust	 to	variations	 in	specification,	sample,	definition	of	



immigrant,	and	the	choice	of	base	group	to	normalize	for	secular	earnings	growth.	But	Grant	

(1999)	and	Aydemir	and	Skuterud	(2005)	find	that	post-1990	immigrants	 in	Canada	have	a	

faster	 rate	 of	 wage	 convergence	 or	 economic	 assimilation.	 According	 to	 Grant	 (1999),	

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	cohort	(using	1991	census	data).		

Frenette	 and	Morissette	 (2005)	 use	 the	 Census	 of	 Canada	 20%	 random	 sample	micro-data	

files	 for	 the	 years	 1981,	 1986,	 1991,	 1996,	 and	 2001	 to	 examine	what	 outcomes	would	 be	

necessary	 for	 recent	 immigrants	 to	 achieve	 earnings	 parity	 with	 Canadian-born	 workers.	

Their	 results	 suggest	 that	 the	 greater	 relative	 earnings	 growth	 experienced	 by	 recent	

immigrant	cohorts	has	only	partially	offset	the	drastic	deterioration	in	their	relative	earnings	

at	 entry.	 As	 a	 result,	 their	 earnings	 will	 have	 to	 grow	 at	 an	 ”abnormally”	 high	 rate	 in	 the	

coming	years	in	order	to	converge	with	Canadian-born	earnings.		

In	 an	 effort	 to	 explain	 this	 deterioration	 in	 the	 economic	 outcomes	 of	 Canadian	 immigrant	

men,	a	 follow-up	 literature	 is	now	building	 that	 is	 focused	on	possible	causes.	Aydemir	and	

Skuterud	(2005)	uses	the	complete	20%	micro-data	files	of	the	1981,	1986,1991,	1996,	and	

2001	 Canadian	 Censuses	 to	 explore	 the	 causes	 of	 the	 deterioration	 in	 entry	 earnings	 of	

successive	cohorts	of	immigrant	men	and	women.	Their	study	suggests	that	about	one-third	

of	 the	 deterioration	 is	 explained	 by	 compositional	 shifts	 in	 language	 ability	 and	 region	 of	

birth.	 They	 find	 no	 evidence	 of	 a	 decline	 in	 the	 returns	 to	 foreign	 education	 for	 either	

immigrant	men	 or	 immigrant	women	 but	 a	 definite	 deterioration	 in	 the	 returns	 to	 foreign	

labour	market	experience,	most	strongly	among	men	from	non-traditional	source	countries.		

Using	 public	 use	 1986,	 1991,	 and	 1996	 Canadian	 census	 micro-data	 file	 Schaafsma	 and	

Sweetman	 (2001)	 find	 that	 age	 at	 immigration	 can	 explain	 the	 wage	 differential	 and	

assimilation	of	immigrant	workers.	Those	who	arrive	later	in	life	experience,	on	average,	low	

returns	 to	both	 foreign	 labour	market	 experience	 and	 foreign	 education.	They	 also	provide	

evidence	 that	 age	 at	 immigration	 also	 matters	 because	 the	 young	 acculturate	 more	 easily.	

Visible	 minority	 immigrants	 who	 landed	 before	 their	 teen	 years	 do	 not	 have	 an	 earnings	

deficit	relative	to	observationally	equivalent	Canadian	born.	Picot	and	Sweetman	(2005)	use	

1981-2001	censuses	and	identified	three	major	sources	for	declining	labour	market	outcomes	



of	 new	 immigrant:	 first,	 the	 change	 in	 the	 characteristics	 of	 immigrants,	 appears	 to	 have	

accounted	 for	 about	 one-third	 of	 the	 increase	 in	 the	 earnings	 gap	 at	 en-	 try.	 Second,	

decreasing	economic	returns	to	foreign	work	experience	appears	to	play	an	equally	large	role.	

Third,	there	has	been	a	general	decline	in	the	labour	market	outcomes	of	all	new	entrants	to	

the	Canadian	labour	market,	and	when	new	immigrants	arrive	in	Canada	they,	regardless	of	

age,	appear	to	face	a	similar	phenomenon.		

Green	and	Worswick	(2012)	compare	the	experiences	of	more	recent	male	immigrant	cohorts	

to	 Canadian-born	 men	 who	 entered	 the	 Canadian	 labour	 market	 at	 the	 same	 time.	 Their	

findings	suggest	that	an	important	part	of	the	decline	in	the	entry	earnings	of	immigrants	is	a	

result	of	a	more	general	economic	trend	that	served	to	similarly	reduce	the	earnings	of	native-

born	labour	market	entrants.	They	find	that	entry	earnings	for	successive	immigrant	cohorts	

fell	substantially	over	the	1980s;	moreover,	entry	earnings	fell	even	faster	in	the	1990s.	They	

show	that	substantial	declines	in	returns	to	foreign	experience	play	an	important	role	in	these	

declines.		

Coulombe,	 Grenier	 and	 Nadeau	 (2014)	 propose	 a	 new	 methodology	 for	 analyzing	

determinants	 of	 the	 wage	 gap	 between	 immigrants	 and	 natives.	 A	 Mincerian	 regression	

framework	is	extended	to	include	GDP	per	capita	in	an	immigrant’s	country	of	birth	as	a	proxy	

for	the	quality	of	schooling	and	work	experience	acquired	in	that	country.	Using	2006	Census	

data	 they	 find	 that	 Canadian	 immigrants	 returns	 to	 schooling	 and	 work	 experience	

significantly	increase	with	the	GDP	per	capita	of	their	country	of	birth.	Lower	human	capital	

quality	 completely	negates	 the	 endowment	 advantage	 that	 immigrants	have	 in	 the	 areas	 of	

schooling	and	work	experience.	They	conclude	that	the	worsening	of	the	immigrant	wage	gap	

in	Canada	over	 the	 last	 couple	of	decades	may	not	be	due	 so	much	 to	a	 geographic	 shift	 in	

immigrant	 source	 countries,	 but	 rather	 to	 an	 economic	 shift	 in	 immigrant	 source	 countries	

from	relatively	rich	to	relatively	poor	countries.		

Using	Canadian	Longitudinal	Immigration	Database	over	the	19822010	period,	Hou	and	Picot	

(2014)	find	that	a	10	percent	increase	in	the	immigration	level	(cohort	size)	is	associated	with	

an	average	0.8	percent	decline	in	real	entry	earnings	among	immigrant	men	and	a	decline	of	

about	 0.3	 percent	 among	 immigrant	 women	 when	 controls	 for	 changes	 in	 immigrant	



characteristics	and	macroeconomic	conditions	are	applied.	These	effects	are	consistent	across	

the	immigrant	entry	earnings	distribution,	although	somewhat	weaker	at	the	very	top.		

Data	

Census	 of	 Canada	 is	 the	 only	 data	 source	which	 combines	 information	 on	 immigrants	 and	

native	(Canadian-born)	for	a	long	period	of	time.	That	is	why	I	use	Census	Public	Use	Micro-

data	File	(PUMF)	for	the	years	2001,	2006	and	2011	(National	Household	Survey).		Each	of	the	

census	sample	size	represents	2.7%	of	the	target	population,	for	respective	census.	Important	

distinction	between	2011	census	(NHS)	and	previous	censuses	is	that	NHS	was	conceived	to	

replace	the	mandatory	long-form	census	questionnaire,	NHS	is	voluntary.	Usually	the	Census	

is	 conducted	 in	May	or	 June	and	contains	 information	on	demographics,	place	of	 residence,	

education,	 and	 labor	 force	 activity	 during	 the	 reference	month.	 It	 also	 collects	 data	 on	 the	

annual	earnings	received	by	individuals	in	the	previous	year	(e.g.,	2010	for	Census	2011),	the	

number	 of	 weeks	 individuals	 worked	 during	 the	 previous	 year,	 and	 whether	 or	 not	 they	

worked	mainly	full-time	during	those	weeks.		

My	sample	is	restricted	to	men	and	women	aged	15	to	64,	who	worked	full-time	full-year	in	

previous	years.	Full-time	is	defined	as	30	hours	or	more	a	week	and	Full-year	is	defined	as	49	

weeks	or	more.	The	key	variable	of	interest	is	total	annual	income,	which	includes:	wages	and	

salaries	(total);	net	farm	self-employment	income;	net	non-farm	income	from	unincorporated	

business	 and/or	 professional	 practice;	 child	 benefits;	 Old	 Age	 Security	 pension	 and	

Guaranteed	Income	Supplement;	benefits	from	Canada	or	Quebec	Pension	Plan;	benefits	from	

Employment	 Insurance;	 other	 income	 from	 government	 sources;	 dividends	 and	 interest	 on	

bonds,	 deposits,	 savings	 certificates	 and	 other	 investment	 income;	 retirement	 pensions,	

superannuation	and	annuities,	 including	those	from	RRSPs	and	RRIFs;	other	money	income.	

Only	 individuals	with	positive	 income	are	 selected.	As	noted	above,	 all	 questions	 related	 to	

income	(including	earnings)	 in	 the	Census	 refer	 to	 the	previous	year.	Since	 this	 is	 the	main	

variable	in	our	analysis,	we	will	henceforth	make	reference	to	the	years	2000,	2005	and	2010.	

Total	income	from	2006	and	2011	censuses	are	expressed	in	2000	Canadian	dollars.	I	use	the	

consumer	price	 index	 to	deflate	earnings:	divide	2005	earnings	by	1.1216,	and	divide	2010	

earnings	by	1.2212.		



The	 total	 number	 of	 years	 of	 schooling	 is	 not	 directly	 available	 from	 the	 2006	 and	 20011	

census	data	and	it	is	calculated	based	on	the	highest	certificate,	degree	or	diploma,	using	same	

method	 as	 Coulombe	 et	 el.	 (2014).	 Since	 only	 age	 groups	 (discrete)	 rather	 than	 age	

(continuous)	 is	 available	 for	 2006	 and	 2011	 census,	 I	 calculated	 average	 age	 of	 each	 age	

group,	then	used	it	as	the	age	for	any	person	belong	to	that	age	group	(details	are	in	do	and	

log	file).	Potential	experience	is	defined	as	age	minus	years	of	schooling	minus	5.	I	could	not	

differentiate	 the	 Canadian	 or	 foreign	 experience	 as	 the	 data	 files	 has	 years	 of	 immigration	

data	 in	 discrete	 format.	 If	 I	 have	 years	 of	 immigration	 data	 in	 continuous	 format	 Canadian	

work	 experience	 could	 be	 measured	 by	 potential	 experience	 minus	 years	 since	 migration,	

where	years	since	migration	is	calculated	as	census	year	minus	the	year	the	individual’s	year	

of	 immigration	 (that	 is,	 the	 year	 landed	 immigrant	 status	was	 first	 granted).	 In	 that	 case	 I	

could	measure	 foreign	experience	through	potential	experience	minus	Canadian	experience.	

For	language	skill,	I	use	the	variable	Knowledge	of	the	official	languages	(as	evaluated	by	the	

respondents).	The	categories	are	 (1)	English	only	 (the	reference),	 (2)	French	only,	 (3)	Both	

English	and	French,	and	(4)	None	of	English	and	French.	

Table	 1	 and	 Table	 2	 in	 appendix	 show	 the	 summary	 statistics	 of	 the	 primary	 variables	 of	

interest	 from	 sample	 dataset.	 On	 average,	 immigrants	 found	 to	 be	 more	 educated	 than	

Canadian	 born	 individuals	 and	 this	 education	 gap	 has	 been	 rising	 in	 recent	 years.	 For	

example,	18	percent	of	Canadian-born	men	in	my	sample	have	university	degrees	in	2001;	by	

2011,	 this	 has	 risen	 to	 21	 percent.	 But,	 28	 percent	 of	 recent	 immigrants	 had	 university	

degrees	 in	2001;	by	2010,	 this	 jump	up	to	39	percent.	Similarly,	 this	gap	was	around	4%	in	

2001	and	jumped	to	10%	for	females.	Between	2001	and	2011,	both	average	age	and	average	

years	of	work	experience	is	increasing,	may	be	a	sign	of	Canada’s	aging	population.	

Most	 of	 the	 immigrants	 are	 visible	 minorities	 and	 proportion	 of	 visible	 minorities	 among	

immigrants	is	consistently	increasing	over	time.	Very	small	proportion	of	the	Canadian	born	is	

in	this	group.	There	is	no	significant	variation	among	Canadian	born	or	immigrants	in	terms	of	

self	 reported	 language	 ability	 or	 hours	 worked.	 Total	 income	 and	 wage	 earnings	 are	

increasing	 steadily,	 but	 there	 is	 a	 sign	 of	 wider	 income	 gap	 between	 Canadian	 born	 and	

immigrants.	Immigrants	are	increasingly	concentrated	of	the	urban	areas,	proportion	of	male		

immigrants	 living	 in	 urban	 areas	 rises	 from	 88%	 in	 2001	 to	 94%	 in	 2011.	 Proportion	 of	



immigrants	living	in	Quebec	and	Alberta	is	rising	and	in	Ontario	is	falling.	There	is	a	huge	fall	

in	percentages	of	immigrants	coming	from	Europe	between	2001-2011.	In	2001,	about	41%	

of	 the	male	 immigrants	 are	 from	Europe.	 It	 became	 only	 28%	 in	 2011.	On	 the	 other	 hand,	

proportion	 of	 immigrants	 from	 Asia	 is	 rising	 sharply,	 from	 36%	 in	 2001	 to	 48%	 in	 2011	

(male-immigrants).	Same	pattern	is	true	for	female	immigrants.	

Table	 3	 in	 appendix	 shows	 the	 mean	 income	 of	 immigrant’s	 Canadian-born	 workers	 over	

2000-2010.	 The	 table	 depicts	 a	 deterioration	 of	 relative	 entry	 earnings	 for	 both	male	 and	

female	immigrants	between	2000-2005.	In	2000,	income	of	male	immigrants	who	had	arrived	

recently	 in	 Canada	 (IM96-00)	 is	 25%	percent	 lower	 than	 Canadian-born	men.	 In	 2005,	 the	

earnings	gap	at	entry	jumped	to	36%.	Although	there	is	an	improvement	or	little	decrease	in	

this	 gap	 by	 2010	 (to	 29%),	 still	 it	 is	 higher	 than	 year-2000	 level.	 Same	 pattern	 is	 true	 for	

female	immigrants	and	their	counterparts.		

Table	 3	 suggests	 that	 recent	 immigrant	 cohorts	 are	 performing	 worse	 than	 their	 previous	

cohorts.	For	example,	male	IMM70-79	cohort	reached	a	higher	income	than	Canadian	born	by	

2000,	 but	male	 IMM80-89	 cohort	 has	 a	 substantially	 lower	 average	 income	 than	 Canadian	

born	in	2010.		Same	is	true	for	females	too.	It	implies	that	recent	cohorts	are	experiencing	a	

lower	 growth	 in	 their	 income	 compared	 to	 previous	 cohorts.	 But	 female	 immigrant’s	

performance	is	little	better	than	their	male	counterpart.	For	example,	female	IM80-89	cohort	

already	catch	up	their	Canadian	born	counterparts	in	2010.	Therefore,	contrary	to	immigrants	

of	70’s,	 immigrants	who	 came	 to	Canada	after	1970’s	 still	 have	 lower	 average	 income	 than	

Canadian-born.	This	is	qualitatively	similar	finding	as	Frenette	(2005).		

In	 a	 nutshell,	 these	 findings	 suggest	 that	 he	 substantial	 deterioration	 of	 relative	 entry	

earnings	of	recent	immigrant	cohorts	might	have	significant	influence	on	long-term	earnings	

convergence.	

Econometric	Model	

I	am	using	same	methodology	used	by	Baker	and	Benjamin	(1994),	Grant	(1999)	and	Frenette	

(2005).	They	estimate	separate	ordinary	least	squares	(OLS)	earnings	models	for	each	census	

year	 and	 each	 sex.	 This	 model	 combines	 immigrants	 and	 Canadian-born	 workers	 and	



identifies	 the	 immigrant	 effects	 through	 a	 series	 of	 cohort	 dummy	 variables	 and	 use	

interactions	between	immigrant	status	variable	and	covariates	in	the	model.		

The	econometric	model	takes	the	following	form:	

𝑙𝑜𝑔𝑌% = 𝛼% + 𝛿*%
*

+ 𝑋%,𝛾% + 𝐼𝑀𝑀𝐼𝐺𝑅𝐴𝑁𝑇 ∗ 𝑋%, 𝛽% +	𝑢%	

where	𝑙𝑜𝑔𝑌%	denotes	the	natural	log	of	total	yearly	income	of	a	person	in	year	t;	𝑋%,	is	a	vector	

of	 observable	 characteristics	 of	 immigrant	 and	 Canadian-born	 workers;	𝐼𝑀𝑀𝐼𝐺𝑅𝐴𝑁𝑇	is	 a	

dummy	 variable	 of	 immigration	 status	 (𝐼𝑀𝑀𝐼𝐺𝑅𝐴𝑁𝑇=	 1	 if	 a	 person	 is	 an	 immigrant,	 0	

otherwise);	and	𝑢%	is	the	error	term.	

	The	 parameter	𝛼%	 is	 an	 intercept	 term	 for	 Canadian-born	 individuals	 and	𝛿*%	denote	

intercepts	for	cohorts	of	immigrants	who	arrived	in	period	i.	The	term	(𝐼𝑀𝑀𝐼𝐺𝑅𝐴𝑁𝑇 ∗ 𝑋%,)	is	

the	 interaction	 terms	 between	 the	 immigration	 status	 indicator	 and	 the	 covariates,	 which	

allows	 the	 returns	 to	 observable	 characteristics	 to	 differ	 between	 immigrant	 workers	 and	

their	Canadian-born	counterparts.		

List	 of	 control	 variables	 consists	 of	 the	 standard	 socioeconomic	 characteristics	 that	 are	

known	 correlates	 of	 earnings:	 education	 (highest	 level	 attained:	 high	 school	 or	 less	 as	 the	

base,	college	or	diploma	and	any	university	degree),	potential	work	experience	in	years	(and	

its	square),	weeks	worked,	visible	minority	status	(a	dummy	variable),	knowledge	of	official	

language	 (English,	 French,	 both	 or	 none-base),	 region	 (Atlantic,	 Quebec,	 Prairie,	 Alberta,	

British	Columbia	and	Ontario-base),	place	of	birth	(Canada-base,	Europe,	Asia	and	Other)	and	

location	of	person	(urban	or	not	urban,	a	dummy	variable).	

It	 is	very	 likely	 that	 this	model	has	endogenity	problem.	Possible	sources	of	endogenity	are	

related	 to	 reverse	 causality,	measurement	 error	 and	omitted	variable	bias	 in	 general.	 Since	

the	 specifications	used	here	use	educational	attainment	as	one	of	 the	explanatory	variables	

and	all	other	ability	variables	 (which	determine	wage)	are	omitted,	 this	model	suffers	 from	

endogenity	 problem.	 Specifically,	 error	 term	 (which	 includes	 ability)	 is	 correlated	 to	

explanatory	 variable	 (educational	 attainment)	by	definition.	Other	 source	of	 endogenity	 for	

this	model	is	related	to	measurement	error	arising	from	the	fact	that	people	not	necessarily	



correctly	report	their	yearly	wages,	specially	people	with	lower	educational	attainment	don't	

get	paid	on	yearly	basis	rather	hourly.	It	might	be	difficult	for	them	to	calculate	yearly	wages	

and	report	it	during	survey	period.	So	there	is	a	problem	of	measurement	error	in	dependent	

variable,	which	 is	again	correlated	 to	explanatory	variable.	Endogenity	problem	arises	 from	

reverse	causality	is	not	a	concern	for	this	model.	

Empirical	Results	

Table	 4	 in	 the	 appendix	 shows	 the	 regression	 output	 for	 the	 model	 discussed	 above.	 Six	

different	equations	are	estimated,	 three	 for	male	and	 three	 for	 female	workers,	using	2001,	

2006	 and	 2011	 census	 data.	 Regression	 results	 show	 that;	 education,	 experience,	 language	

ability	 and	 number	 weeks	 worked	 have	 significantly	 positive	 impact	 on	 earnings.	 After	

controlling	 for	 these	 characteristics;	 being	 a	migrant	 from	Asia,	 living	 in	 rural	 areas,	 living	

outside	 of	 Ontario	 and	 being	 visible	 minorities	 have	 negative	 impacts	 on	 earnings.	 Since	

dependent	variable	is	log	of	earnings,	coefficient	estimates	shows	the	percentage	difference	in	

earnings	for	a	given	control	variable.	A	large	proportion	of	immigrants	are	from	Asia	(around	

50%	 in	 2010)	 and	 being	 Asian	 immigrant	 has	 an	 economically	 and	 statistically	 significant	

impact	on	earnings	(around	16%	less	earnings	than	Canadian-born	in	2010).	This	might	be	an	

important	 factor	 that	 can	 explain	 immigrant	wage	 gap	 in	 general.	 All	 the	 interaction	 terms	

(with	 	 control	 variables	 and	 immigrant	 indicator)	 have	 negative	 signs	 (except	 for	 weeks	

worked,	 which	 is	 not	 economically	 significant),	 implies	 that	 education,	 experience	 and	

language	 ability	 have	 a	 smaller	 positive	 impact	 on	 earnings	 for	 immigrants	 compared	 to	

native.	For	the	same	reason,	 living	 in	rural	areas,	 living	outside	of	Ontario	and	being	visible	

minorities	 have	 a	 larger	 negative	 positive	 impact	 on	 earnings	 for	 immigrants	 compared	 to	

native.	 Interestingly,	 all	 the	 immigrant	 cohort	 dummies	 in	 2000	 found	 to	 be	 positive.	 It	

implies	that	if	we	control	the	other	observable	characteristics,	even	the	recent	immigrants	in	

Canada	 converge	 to	 their	 native	 counterparts.	 But	 this	 is	 not	 the	 case	 for	 2005	 and	 2010	

regressions.	 Cohort	 dummies	 for	 most	 recent	 immigrants	 found	 to	 be	 negative	 and	 both	

statistically	 and	 economically	 significant.	 Most	 recent	 male-immigrants	 in	 2005	 and	 2010	

earn	18%	and	15%	less	 than	 their	Canadian-born	counterparts.	This	gap	 is	higher	 for	most	

recent	female	immigrants,	which	is	24%	in	both	2005	and	2010.	



To	stimulate	the	following	analysis,	estimates	of	assimilation	based	on	cross-section	samples	

of	the	immigrant	population	from	each	census	are	calculated	in	Table	5.	They	are	constructed	

from	estimates	of	the	cohort-specific	effects	from	the	OLS	regression	output	in	Table	4.	Since	

immigrant	 cohorts	 are	 coded	 differently	 across	 the	 three	 censuses,	 different	 parts	 of	 the	

assimilation	profile	 are	 identified	 in	each	data	 set.	 For	 simplicity	 I	 estimated	 the	 returns	 to	

sequential	5-year	periods	of	assimilation.	For	example,	the	estimate	of	the	returns	for	a	male	

to	 the	 first	 5	 years	 in	 Canada	 from	 the	 2001	 census,	 0.099,	 calculated	 as	 the	 difference	

between	 the	 dummy	 variables	 for	 the	 cohorts	 that	 immigrated	 between	 1990	 and	 1995	

(IMM90_95)	 and	 1996	 and	 2000	 (IMM96_00).	 The	 results	 indicate	 that	 the	 assimilation	

profile	 is	not	stable	across	the	three	data	sets.	For	example,	return	to	the	first	five	years	for	

male	is	stable	across	the	data	set	(around	10%)	but	the	return	to	the	6	to	10	year	period	falls	

from	about	8%	in	the	2006	to	4%	in	2010	for	men.	Assimilation	rates	for	women	are	unstable	

across	data	 sets;	 return	 to	 first-5	 year	period	 rises	 from	about	10%	 in	 the	2001	 to	17%	 in	

2006	and	again	down	to	13%	in	2011.	

These	 results	 suggest	 that	 immigrants	 to	 Canada	 do	 assimilate	 and	 but	 it	 is	 difficult	 to	 say	

whether	 the	 pace	 of	 their	 economic	 integration	 into	 Canadian	 society	 has	 increased	 or	

decreased	over	time	due	the	limitation	of	data	set	I	am	using	here.	The	lack	of	consistency	of	

the	estimates	across	the	data	sets	can	be	an	indication	that	the	cohort	effects	are	biasing	the	

cross-section	inference.	To	evaluate	this	possibility	we	must	combine	information	from	more	

than	one	census	and	examine	estimates	of	within	and	across-cohort	earnings	growth.	

Table	6	shows	that	 immigrants	receive	 lower	returns	to	experience	than	natives,	which	can	

lower	 the	 returns	 from	assimilation.	 Since	we	have	 an	 experienced	 squared	 variable	 in	 the	

model,	change	in	earnings	due	to	one	more	year	of	experience	for	a	native	can	be	calculated	as	

(𝛽9:; + 2𝛽9:;_>?).	For	an	 immigrant	 this	 is	 calculated	using	 ((𝛽9:; + 𝛽*AA∗9:;) + 2(𝛽9:;_>? +

𝛽*AA∗9:;_>?).	This	 table	 implies	 that	 there	 is	a	gap	exists	between	native	and	 immigrants	 in	

terms	of	aging	(experience)	and	this	gap	is	relatively	stable	across	the	census.	

I	 tried	different	version	of	regression	analysis,	used	weekly	earnings	rather	than	yearly	and	

find	qualitatively	same	pattern.		



Conclusion	

My	results	suggest	 that	 there	 is	a	deterioration	of	relative	entry	earnings	 for	both	male	and	

female	immigrants	between	2000-2005.	In	2000,	income	of	male	immigrants	who	had	arrived	

recently	in	Canada	is	25%	percent	lower	than	Canadian-born	men.	In	2005,	the	earnings	gap	

at	entry	 jumped	to	36%.	Although	there	 is	an	 improvement	or	 little	decrease	 in	 this	gap	by	

2010	 (to	 29%),	 still	 it	 is	 higher	 than	 year-2000	 level.	 Same	 pattern	 is	 true	 for	 female	

immigrants	 and	 their	 counterparts.	 Moreover,	 recent	 immigrant	 cohorts	 are	 performing	

worse	 than	 their	previous	cohorts.	But	 female	 immigrant’s	performance	 is	 little	better	 than	

their	male	counterpart.	For	example,	female	IM80-89	cohort	already	catch	up	their	Canadian	

born	 counterparts	 in	 2010.	 Results	 from	 OLS	 regression	 suggest	 that	 observable	

socioeconomic	 characteristics	 cannot	 explain	 the	 deteriorating	 entry	 earnings	 of	 recent	

immigrants.	May	be,	returns	to	these	characteristics	have	declined	in	recent	times	suggested	

by	the	other	research.	Specifically,	immigrant	entry	earnings	have	fallen	in	part	because	of	the	

broader	 decline	 in	 earnings	 among	 new	 entrants	 in	 the	 Canadian	 labor	 market	 (Frenette	

2005).	 Results	 also	 shows	 that	 assimilation	 is	 taking	 place,	 but	 I	 cannot	 conclude	whether	

speed	 of	 assimilation	 is	 increasing	 or	 decreasing	 over	 time.	 Recent	 immigrants	 start	 with	

earnings	up	 to	24%	lower	 than	 their	Canadian	born	counterparts	and	have	assimilated	at	a	

very	modest	 pace	 (around	 10%)	 in	 their	 first	 years	 in	 Canada.	 If	 their	 future	 assimilation	

matches	that	of	earlier	cohorts,	convergence	with	natives	may	be	unattainable,	due	to	the	fact	

that	 assimilation	 rate	 of	 earlier	 cohorts	 is	 relatively	 small	 (only	 4.5%	 for	 6-10	 years	

experience	 and	 only	 2%	 for	 11-15	 years	 experience	 cohort	 in	 2010).	 Lower	 returns	 to	

experience	for	immigrant	compared	to	native	might	have	an	offsetting	effect	on	assimilation.	

My	results	find	some	explanation	in	the	changing	composition	of	immigrant	cohorts	(such	as	

jump	 in	 proportion	 of	 immigrants	 from	Asia,	 fall	 in	 proportion	 of	 immigrants	 from	Europe	

and	 being	 Asian	 immigrant	 has	 an	 economically	 and	 statistically	 significant	 impact	 on	

earnings).	 But	 there	might	 be	 some	 others	 factors	 that	 can	 explain	 immigrant-earning	 gap.	

May	be	Canadian	born	and	immigrants	worker	are	different	in	ways	that	we	cannot	observe	

using	available	data	set	(Frenette	2005).	May	be	the	occupational	composition	of	 immigrant	

employment	 changed	 over	 time	 or	 immigrants	 are	 increasingly	 concentrated	 in	 a	 growing	

pool	 of	 "bad"	 jobs	 (Baker	 1994).	 My	 sample	 showed	 that	 a	 growing	 proportion	 of	 recent	



immigrants	are	visible	minorities,	and	there	is	a	potential	for	discrimination.	Having	access	to	

Census	 Master	 file	 might	 help	 to	 overcome	 the	 stability	 across	 census	 problem	 and	

incorporating	the	above	mentioned	issues	to	the	analysis	might	help	us	to	better	understand	

the	economic	assimilation	of	Canadian	immigrants.	
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