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Abstract

| investigate the labour market p@mance of immigrants in the UHKn particular,| aim to advane
understanding dheinternationatransferability of qualitations, skills, and experiendalsodiscuss
the roles of differential seelection and laour market discrimination, amdnsideimmigrantuptake

of the native national identity.

First, | examinethe incidence and wage associations of -@gercation among migrants to the UK
from the O06A806 EU ac c eaksEastemiturapdfindthatrAB iensigrants faceent r
substantially higher risk of ovaducation in the UK than other recent EU immigrants, and that this
additional risk remains after taking account of observed characteristics. | argue that this result is driven
by unobserved differences between the groanising from distinct selfelection processes associated

with the institutional context of the EU accession.

Second, | examine how qualifications and the origin of schooling and experience can help us to
understand immigrant earnings, amdparticular the differencéetween the wages paid to immigrants

and natives with apparently similar human calpgirofiles. Ishow that accounting for the level of
qualification held by immigrants, as well as the source and duration of schooling, causes conditional
wage estimates to converge swmtally with those of natives.

Finally, | examine how variation in the original motives for migration can help us understand the labour
market performance of immigrants, and their propensity to adopt the native nationay.ident
employment and wages, | find that those who originally came as work or student immigrants are the
most successful, while family immigrants do less well, and refugees fare the worst. On national
identity, | find that those who originally came asugdes and family immigrants are the most likely

to identify as British, while work and student immigrants are the least.
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1. Investigating the labour marketperformance of immigrants

1.1 Introduction

The labour market experiences ofmigrants tendo differ from those ohativesfor at least three
reasonsFirst, theskills which areacquired in the immigrant origin country may be more or less useful
elsewhere. Second, immigrants may face barriers in the host labour market that are not present in their
origin labour market, such as discrimination among employers or in law. Finaigtion is a sel
selecting processand immigrants are distinct from those who do not migrate in more elusive ways. In
this thesis, | examine the how the labour market performance of immigrants varies in response to these

and other factors. | also touch some areas of life beyond the labour market.

In this first chapter, | introduce the subject and discuss the factors which might create the need for a
thesis on this topic, at this time, and in this context. Specifically, | examine the scale of resgascha

in the size and composition of the immigrant stock in the UK, the reasons why immigrant labour market

performance may have implications for natives as well as for immigrants themselves, and why the UK

provides an illuminating case study. | also discie existing literature and the dataset | use, as well

as providing an outline of my analysis in the forthcoming chapters.

I n Chapter 2, I eXxamidnie at hendbnaimbeamgc & eafendowm
Central and East Euroges peci f i cal | y ! drawing compagsons with then WKrbore, s )
and with recent immigrants from the mo’dasoaf f |
examine the differences in pay between those who aregonadified for their jobsand those who are

well matched. In Chapter 3, | examine how qualifications and the origin of schooling and experience
can help us to understand immigrant earnings, and, in particular, the difference between wages paid to
immigrants and natives with apeatly similar human capital profiles. In Chapter 4, | examine how
variation in the original motives for migratios associated with the labour market performance of
immigrants, and their propensity to adopt the native national identity. (It is this eataomiaf national

i dentity which accounts for the 6ééand beyond?o

contributions and conclude.

'The 6A86: Czech Republ i c, niaEPolanal, Siowakia, Stbuenig. ar vy , Latvi a, Li
2T he 0 BRAUsIria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, Netherlands,
Portugal, Spain, Sweden
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1.2 Does it matter how immigrants perform on the labour market?

1.2.1 Immigrant labour market performance dhapes the material wellbeing of a substantial
proportion of the UK population

ONet migrationd is the difference between the
people are not always foreign born, but the size of the immigrant stocktisulzaly affected by
changes in net migration, since immigrants tend to move more readily than natives. Indeed, the phrase
Onet mi g ergetedthe UK politieakslexicon over the last few years, largely in response to
public concern about the sipéimmigrant flows and subsequent changes in the size of the immigrant
stock. However, even with zero net migration, the composition of immigrant flows can change, and so
the characteristics of an immigrant population with any degree of mobility are asmbject to

variation over time.

Figure 1.1 shows the best comparable estimates we have of the numbertefiongigrants moving

to the UK each year between 1964 and 2013, and the number of people emigdatingtil around

1980, emigration consisteptexceeds immigration. For the 15 subsequent years, immigration and
emigration are more balanced, at around 200 thousand a year each. Since the middle of the 1990s
there has been a large divergence, and immigration has consistently exceeded emigrdtiomgpr
positive net migration in every year. Policy changes played an important role in precipitating this rise,
although a series of macroeconomic factors were also favourable to an increase at the time (see Hatton
2005). The increase in immigration spep substantially in 2004, when the UK opened its labour
markets to the populations of the A8 countries. Since this time, immigration has usually been over 500

thousand a year, while emigration hesiallybeen between 300 and 400 thousand.

This increasen immigration has had a lasting impact on the size of the immigrant stock in the UK.
Between 1993 and 2013, the number of immigrants in the UK of working age more than doubled, to
just over six million, or around 16% of the working age population (Ri&t}; Wadsworth, 2014).

Given that immigrants in the labour market often have dependents in the UK, many of whom are born
in the country, immigrant labour market performance has a direct bearing on the material wellbeing of

a substantial proportion of théK population.

S6Lotngr mé6 mi grants are those who intend to stay or | eav
Chapter 2More accurate data are available after 1991, which are adjusted for asylum seekers, migration to and from
Northern Ireland, andhanges in the planned length of St&\NS, 2015: 3). See Hawkins (2015) for a recent summary of

the evidence on migrant flows émd from the UK.
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Figure 1.1: International Passenger Survey estimates of lelegm international migration to and

from the UK, 19642013
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Source: ONS Longerm International Migration Estimates (IPS Calendar Year) (via Hawkins, 2015: 29).

To give someandication of the change in the composition of the immigrant population over the last

decade, Figure 1.2 shows the number of people from each of the ten largest countries of origin within

the foreign born population of England and Wales in the 2011 Ceasusell as the equivalent

numbers for 2001. With the exception of those born in Ireland, there are increases in the absolute

number of foreign born from each country in the top ten over this period. Most noticeable is a large

increase in the number of g&e born in Poland (from 58 thousand to 579 thousa@@D0% increase),

as well as large increases in the absolute numbers of those born in India and Pakistan.
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Figure 1.2: Foreign born population in England and Wales from each origin country, 2001 and
2011
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Source: ON§201%). Those born in Germany include the children of UK military personnel who were previously stationed in that
country.

1.2.2Immigrant labour market performance may &ffect the wellbeing of natives

The labour market performance of immigrants is also likely to have implications for the material
wellbeing of natives, and a rising proportion of research in the economics of migration addresses this
possibility. The effects of immigration on native wagesl employment prospects have become a
well-established topic of research over the last two decades (Card, B3, 2003; Dustmann et

al., 2005, 2013; Manacorda et &012; Ottaviano and Peri, 2012), and, more recently, several studies
have reportedn the fiscal impact of immigratioldstmann and Frattini, 2014; Dustmann, Frattini

and Halls, 2010; Rowthorn, 2008 he vast majority of this research suggests that immigration on the
whole has only a modest impact on the economic lives of nativeeugh the size and direction of

this effect varies by the composition of the immigrant population and the characteristics of the natives
in question.

The way nativeperceivethe costs and benefits of immigration is also shaped by immigrant labour

market grformance, often as filtered through media or anecdotal portrayals (see Brader et al. 2008;
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Citrin et al. 1997;Mayda 2006). Theperceivedcosts and benefits of immigration are beyond the
traditional remit of labour economists, but this does not medrttibg are not important for labour
markets. In democracies, it is these perceptions that dictate the policy preferences transmitted to
elected policy makers, and can ultimately shape the immigration and labour market policy agenda.
Indirectly, perceptionf immigrant labour market performance can therefore affect the policy
environment faced by immigrants in the labour market and beyond. For example, Boeri (2010) and
Dustmann and Frattini (2014) both make the point that welfare exclusions for EU mggantgo

have been introduced based on popular perceptions of immigrant welfare use, rather than the best

available empirical estimates of such.

1.2.3 The UK provides an illuminating case study

Understanding variation in the labour market performancemohigrants in the UK is not a
straightforward exercise. The foreign born population exhibit a great deal of heterogeneity in their
observed demographic and human capital characteristics, and this is before considering how their
unobserved characteristicaynvary. For example, the average hourly wage of a male immigrant from
Central or Eastern Europe is over 30% lower than that of a UK born male, while the average wage of
a male immigrant from Australia is over 30% high&omen from America have similamgloyment

rates to UK born women, while women from Pakistan or Bangladesh have employment rates around
a third lower. As | note more than once in this thesis, there is also great variation between immigrants
who were born in the same country or internatloregion, and much can only be attributed to
unobserved differences between individuals. When the differences in performance are apparently so

large, the task of untangling the different correlates is vital for informed research and policy making.

Three features of recent immigration history have contributed to producing this unusual heterogeneity
in the UK immigrant population. First, it is a former colonial power, which for some time gave citizens
of former colonies preferential immigration stat(see the discussion in Bell, 1997: 3335).
Although this preferential status was withdrawn decades ago, the legacy of immigration from the
former colonies remains strong in the UK immigrant inflow, largely due to family reunification.
Second, the UK wasne of several countries to experience a wave of asylum claims in the late 1990s
and early 2000s, largely associated with wars and cobnégkdown (see Bell et al. 2013; Hatton,

2009). As | discuss in Chapter 4, refugees still constitute a relativell}y proportion of the settled

4The figures | quote in this paragrapbme fromthe Migration Observatory (Rienzo, 205hd Rienp and Vargos
Silva, 2014).
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immigrant population in the UK, but their characteristics are very distinctive. Finally, the UK was one

of only three EU countries (along with Ireland and Sweden) to offer immediate and more or less free
access to its labourarkets to the populations of tA& 2004 EU accession countries. A large amount

of temporary and permanent migration has occurred between the UK and these countries in the last
decade, and this is particularly the case for Poland. This last featurerdfinegggration history has

been transformative: | have already noted the 900% increase in the Polish born population of England
and Wales. The 2011 census also revealed that Polish has gone from being the language of a smal
minority population to the send language of these countries (ONS, 2)13

1.2.4 The existing literature and the available data

Given the potentially wideanging implications for human welfare and public policy, and the
challenges of explaining outcomes for such a heterogeneougiamhpopulation, there is a pressing

need fortimely, large scale quantitative evidence on the labour market performance of immigrants in
the UK. While the North American literature is large and vestiablishedand there is a good deal of
evidence fromthe rest of Europethe economic literature othe labour market experiences of
immigrants inthe UK is modesin size and limited in scopggy comparisonOf course, we can learn

much from studying immigrants in other countries, since these experientebard some common
features, but there is no replacement for the insights that can be gained from testing ideas in different

labour markets, with different institutions and histories of immigration.

The existing economicesearchnto the labour market performance of immigrants in thereters
largely to the time period before the most rapid inflow of immigrants began in 2004, and is restricted
in various ways by the features of the available data. Early studies used the Beunsedlold Survey
(Chiswick, 1980; Bell, 1997), and later studies have tendeslyymn the Labour Force Survey (LFS)
(Shields and Wheatlelgrice, 1998; Frijters et. al. 2005; Dustmann and Fabbri, 2005; Clark and
Drinkwater, 2008; Drinkwater et al., 2008|ark and Lindley, 20Q9Lindley, 2009. More recently,
Dickens and McKnight (2008) andemos (2013 have presented analysis from newly available
longitudinaldataderived fromgovernment registerg hese data are an exciting prospect for research
on immigant wages, but they do not contain any information on educational characteristics, and
cannot therefore be used to account comprehen
In terms of substance, the UK literature has examined the laboueti@uiications of immigrant
ethnicity, job search, origin country, and educational mismatch. Dickens and McKnight (2008), Clark

and Lindley (2009), and Lemos (2013) particularly focus on wage assimilation.
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Throughout this thesis, | use the LFS (see Chiapter a summary of the scope and administration of

the survey). | have noted that the LFS is widely used in the study of immigrants, but there are several
disadvantages associated with using the survey for these purposes. Clark and Drinkwater (2008: 504
505) summarise some of these disadvantages: sample sizes tend to be small, recent immigrants ar
thought to be undesampled, intended duration of stay is not recorded, and the survey does not
regularly collect information on English language ability. @tbemmonly noted disadvantages are

that communal living establishments are excluded from the survey, which disproportionately affects
recent immigrants, and that immigrants who have been in the country for less than six months are
ineligible® Until recenty, the survey contained only very basic information on education attained
abroad ¢ee the discussion in Manacoedal.2006: 2224), and lacked any information on the reasons

for migration.

The weaknesses of the LFS in this area are forgivable giveit tha general survey rather than a
specialist dataset for the study of immigrants. Indeed, the survey has many positive features which
should not be overlooked: Country of birth and nationality are recorded for all respondents, as is the
year of arrivafor those born abroad. This information is provided alongside detailed information on
demographic and labour market characteristics on all respondents, which allows for the comparison of
immigrants and natives with similar observed characteristicsidnttasis, | am also able to address
several weaknesses of the LFS in regard to the study of immigrants. In Chapter 2, | describe a novel
method to increase the cressctional sample size possible with the LFS, by exploiting the fact that
many respondentsho are absent from the first wave of the survey appear in later waves. In Chapter
3, luse new LFS measures of qualifications attained abroad, and in Chapter 4 | use new LFS measure:s
of the original motive for migration (for example, whether a respondamie for work, study, or

family reasons, or as a refugee).

The new variables | use in Chapters 3 and 4 have not generally been available to researchers in the
past. | first used them as an ESRC intern at the Home Office during my doctoral studiesaand as
contributor to Cooper et al. (2014). | was given permission to continue using them for the purposes of
my thesi s, although the variables are now al s
As | discuss in Chapters 3, 4, and 5, theseabéas are imperfect, but in many ways they are
internationally unique. | have not come across survey measures of foreign qualifications before in any
national labour force surveythe closest equivalent of which | am aware is the Canadian Census,

which daes capture qualifications attained in foreign countries, but does not make it easy to

5 This later exclusion has not been applied since 20085, 2011:10)but it is still freaquently noted in théiterature.
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differentiate these from qualifications attained domestically (see the discussion in Ferrer and Riddle,
2008: 196). Similarly, I am not aware of any national labour fewegey which asks foreign born
respondents their original reasons for coming to the country. The nearest equivalents are administrative
data which provide information on original visa category, which are rare, and in any case could
represent something dqeidifferent to the actual motive for migration (see my discussion in Chapter

4).

Information on foreign qualifications and the original motives for migration made the LFS the most
appropriate dataset for this thesis. Possible alternatives for this tgpalgs$is in the UK include the
OUnderstanding Societyd sur v e yBritihwHousehold Paaet s u
Suvy 6), and the Census. These are both rifch da
the analysis presented hefidie Census does attempt to capture qualifications attained abroad, but
does not combines this information with the rich set of demographic and labour market information
available in the LFS. Neither Understanding Society nor the Census contains infororattbe

original motives for migration.

As | will describe in more detail in Chapter 2, the LFS follows a rotating panel design. | exploit this
feature of the survey to increase my crssstional sample size, but | do not employ panel methods in

this thesis. The survey follows addresses rather than households or individuals, and this means that
individuals can leave or join the panel at any wave. It is not possible to establish whether a person
leaves or joins the panel because they have moved houssamsk they have migrated, or for some
other reason. This makes the use of panel methods to study changes in the circumstances of immigrant
difficult. Further, Clarke and Tate (1999) and Tate (1999) have shown that attrition and response error
in the different waves of the LFS create the potential for substantial error in estimates of flows between
labour market states. The ONS do now produce a longitudinal version of the LFS, but this excludes

respondents who do not appear in all 5 waves, which dispropately excludes immigrants.

1.2.5 Moving the literature forward

In this thesis, | make both substantive and methodological contributions to the UK literature. | also
contribute to the broader international literature on the labour market performameeigfants. The

thesis as whole advances our understanding of the labour market experiences of immigrants, the
transferability of qualifications, skills, and experience, and the potential roles of differential self

selection and labour market discriminatio
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Chapter 2 examines immigrant educational mismatch in a unique institutional context, expanding the
scope of the international literature in this area. It is the first evidence on educational mismatch
focussed particularly on the A8 immigrants in the.UlKe chapter introduces an improved method to
categorise the educational attainment of immigrants, which takes account of variation in international
education systems. As | have noted above, this chapter also intraduoesl method to increase the
cross-sectional sample size possible with the LFS, by exploiting the fact that many respondents who

are absent from the first wave of the survey appear in later waves.

Chapter 3 focusses more closely on the relationship between how we measure the educational
characteristics of immigrants and our estimates of the gap in earnings between immigrants and
comparable natives. It is the first analysis to examine the role of qualifications in explaining wage
differences between immigrants and natives with similartauns of schooling. It presents a more
effective way of representing education in immigrant wage equations, and also expands the

international scope of the small related literature.

Chapter 4 presents a novel analysis of the relationship between thalarigtives for migration and
immigrant seHselection. It is the first analysis to examine all four major immigrant motive groups
(work, student, family, and refugee). This chapter also provides new support for the human capital
model of migration in botthe economic and cultural spheres, as well as advancing the small literature

in economics on national identity.

1.3 Thesis outline

Three chapters of analysis in related areas follow.

In Chapter 2| present new evidence on the incidence and wage asgnsiaf overeducation among
migrants to the UK from the ABU accession countrieRecent immigrants to the UK frothe A8
countrieshave developed a strong reputation for being-@eicated, but nstudyin economicsas

yet investigated the inciden@nd implications of oveeducation in this group. This represents an
important omission from the literature, given both the grand scale of this wave of migration, which
some believe to have been the largest to the UK in history (Salt and Rees, 2006, angue
character, which appears to have been more temporary and recurrent than that observed in other
immigrant groups in the UK (see Eade et alQ2@334). The purpose of Chapt2rs toestimatehe
prevalence of oveeducation among A8 immigranits the UK, and to investigate any potential wage

implications.As | will discuss, the LFS data prevent a very detailed analysis of the absolute level of
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overeducation, but with the available information | am at least able to produce estimates ofittee rela
level in different origin groupd. find that A8 immigrants face a substantially higher risk of ever
education in the UK than other recent Bumigrants, and that this additional risk remains after taking
account of observed characteristics. Moreo& immigrants are concentrated in a particular-sub

group of occupations, where higher wages are not available for thedweated.

In Chapter 3, | examine how qualifications and the origin of schooling and experience can help us to
understand immigranearnings, and, in particular, the differential between the wages paid to
immigrants and natives with apparently similar human capital profissmating the conditional
difference between native and immigrant earnings is complicated by differencefiumthe capital
endowments of the two groups. For example, one might compare the earnings of immigrants with
those of natives with similar years of schooling. However, each additional year of schooling is unlikely
to confer the same increase in earningempidl for people who have studied in different education
systems.Friedberg (2000) addresses this problbyn allowing the returns to schoofjrto vary
depending on where it wasquired However, this approactioes not allow for heterogeneity in the
earnngs potential of immigrants with the same diaraof schooling. In this chaptdrusenew,unique
measures ithe LFSto show that accounting for the level of qualification held by immigrants, as well
as the source and duration of schooling, causes tammali wage estimates to converge substantially
with those of natives. This convergence in estimated wages appears to be greater for those educated i

countries with less similar economies.

In Chapter 4, | examine how variation in the original motivesrfigration can help us understand the
labour market performance of immigrants, and their propensity to adopt the native national identity.
The importance of the original motives for migration has often been asserted in the economics of
migration literatureput direct measures of such motives have seldom been included in empirical
models of immigrant outcomes. For the first time, | am able to directly identify work, student, family,
and refugee immigrds in the LFSUsing a sample of immigrants who haverbé the country for

at least fiveyears, | show that original motives are strong predictoesnployment, wages, anghtake

of the native national identity. Cemployment and wagges find thatthose who originally came as

work or student immigrants are the most successful, while family immigrants do less well, and refugees
fare the worst. On national identity, | find thiibse who originally came asfugees and family
immigrants are the mogkely to identify as British, while worknd studenimmigrants are the least.

My results providenew support for the predictions of the human capital model of migration in both
the economic and cultural spheres well asfor therecenté cul t uread mndad dsalanaf n

identity proposed by Manning and R010)
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In Chapter 5 | summarise my contributions and conclude.

| wrote each of the three substantive chapters in this thesis as a standalone paper, and although each i
closely related to the othe there are some differences in approach across thetiagtershat would

seem unusual in a single, seamlessly integrated analysis. The biggest differences are between Chapte
2 and the later chapters. | wrote most of Chapter 2 at the start of teyadd@ining and circulated it

as Campbell (2013). Although I revised the content when constructing the complete thesis, differences
in approach remain. | discuss the LFS and issues related to the construction of my dataset more
extensively in this chapt. | also define immigrants by nationality rather than country of birth,
although robustness checks reveal that this alternative definition makes little difference t& results.
Chapters 3 and 4 are more similar to each other in their approach, and oseréheonventional

6country of birthé definition of I mmigrant.

& A more minor difference: in Chapter 2, | deflate wages using the Retail Prices Index, while in chapters 3 and 4 | use the
Consumer Prices Index.
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2. Over-education among A8 immigrants in the UK

2.1Introduction

The highly educated immigrant earning a modest living as a cleaner, shop assistant, or factory worker
IS a popularcaricaturein public discussions of immigration in the rich world, and there is some
evidence to suggest t hat teldau cph ¢ oo de rhars arfor ie
anecdotal existence. Where it does exist, such mismatch between occupatieduaational
background potentially represents a waste of individual potential for the immigrant affected, as well
as a failure for the host country to capture the full economic gains from immigration. In the United
Kingdom, where the leaders of all thmeajor political parties have expressed concern thaskilled

native workers have suffered from unfair competition arising from increased immigration in recent
years’ the perception that oveualified immigrants are displacing leskilled natives maylso be
damaging for social cohesion, and for public support of moderation in immigration-padiing.

A large empirical literature suggests that egducation is associated with decreased job satisfaction,
higher labour market turnover, and reducediegspotentiaf For immigrants, it may also contribute

to a decision to move on to another country, or indeed to move home. Recent immigrants to the UK
from the EU accession countries of Central anc
namely the Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Slovakia, and Slovenia, have
developed a strong reputation for being esducated, but no quantitative study has yet investigated

the incidence and implications of oveducation inhis group. This represents an important omission

from the literature, given both the grand scale of this wave of migration, which some believe to have
been the largest to the UK in history (Salt and Rees, 2006), and its unique character, which appears ta
have been more temporary and recurrent than that observed in other immigrant groups in the UK (see
Eadeet al, 2007, 3334). The purpose of thishaptelis to estimatehe prevalence of overducation

among A8 immigrants in the UK, and to investigate any potential wage implications.

The main comparison group | use in this study is EU15 immigrants, who come to the UK from
countries which were already EU members in 208dstria, Belgium, Denmark, Finland, France,

Germany, Greece, Ireland, ltaly, Luxembourg, the Netherlands, Portugal, Spain and Sweden).

7 See Cameron (2011); Clegg (2013); Miliband (2013). Empirical support for such claims is mixed. Dwedtalai2®13) find that
immigration depresses waggghtly at the lower end of the UK wage distribution, but the evidence on employment effectkes we
(Dustmanret al, 2005, find no well determined impact of immigration on native employment

8 Various empirical studies on the implications of egducation are cited in Allen and van der Velden (2001: 434).

°The O6EU1506 desi gnthetUK dut UKnatiorals areytreatenl aslaseparate group here. Malta and Cyprus joined the
EU at the same time as the A8 countries, but under quite different institutional circumstances, and nationals of thesamountr
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immigrants from these countries have been coming to work in the UK over a longer time period, but
to allow comparison uh the recent A8 immigrants, | only consider those arriving in 228@4l. UK

nationals act as an alternative comparison group.

The defini-¢dwaoatoifonébovieruse in this study is
attainment within a given eapation. Having established a standard level of education within each
occupation, using an internationally comparable measure of educational attainment, | class individuals
as Omat cheadduycadreddovedrependi ng on hoattainmdne i r
compares to this standard level. | then compare the prevalence-edmeation in different immigrant
groups. | take account of differences in the observable characteristics of the immigrant groups using a
probit model, and | assess the wagsaciations of oveeducation using a variant on the standard

human capital earnings function.

The data | use here come from the Labour Force Survey (LFS) between 2004 and 2011. Previous
empirical work on A8 immigrants in the UK has been hindered by thadl survey sample sizes
possible, even with large datasets such as the LFS, and by the difficulty of estimating returns to
education attained in different European education systems. | use a novel strategy to extract
information on the maximum number oflimiduals possible from the LFS, which results in a cross
sectional sample substantially larger than any used in previous shaseg studies of A8 immigrants.

| also use an improved method of classifying the past educational attainment of A8 immignantts,

takes account of the differences between European education systems.

A recent review of the scholarly literature examining es@ucation among immigrants in general is
provided by Piracha and Vadean (2012). Almost all studies in this area havsteddlgat immigrants

suffer a higher propensity to be ovetucated than the native population, and that immigrants receive
lower returns to surplus education than natives. However, | argue that the institutional context of the
EU accession attracted aretained immigrants from the A8 countries with a unique vulnerability to
overeducation, and my findings are consistent with this hypothesis. | also finovraducations
assocated with wage differencefurther, | note that A8 immigrants are concatad in a particular

subgroup of occupations, where higher wages are not available for thedweated.

In Section 22, | present background information tre concept of oveeducation, as well as k8
immigrants in the UKI alsoreview some of thexisting evidence relating to this grodp Section

2.3, I discuss the dataset and the definitions | use in this study; in S2dtibexamine the prevalence

therefore excluded from the dysis. The same appliestmmi gr ant s from Romania and Bulgaria (
part of the EU since 2007, bdid not enjoy equal labour market access in the UK until January 2014.
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of overeducation and the characteristics with which it is associated; in S2é&jdexamne the wage

associations of this owaducation, and in Sectidh6, | conclude, ananake a brief comment on

policy.

2.2 Background

2.2.1The concept of overeducationand its measurement

Following an expansion in the number of people gaining univedgityees in the USA, Freeman
(1976) argued that an oversupply of graduates was leading to a fall in the returns to college education
Several subsequent studiesing aggregate dafaund little evidence of a fall in the returns to such
qualifications suggestingthat the expansion in the supply of graduates watstmed by an increase in
demand However using microdataDuncan and Hoffman (1982ound around 40% of Americans

had more education dn was required for their jobBu n c a n a n dpaptsgaineda mpes

literatureon overeducatiorand its implications, and this chaptemtributes tdhat literature.

Early research tended to view job mismatch as a temporary phenomenon (for eaomgiena,
199)), and this raises legitimate questions alautther it should be a matter for scholarly concern at
all. However, later studies present evidence of persistence in job mismatch (fptee&oane et al.,

1999) which suggests the phenomenon does not simply refteatporary disequilibrium

Broadl, three approaches have been usedefine overeducation summased by Chiswick and

Miller (2009 164) as thed&lob Analysi§ ANorker SelfAssessmeifd and Realised Matchés
approachesThe Job Analysisapprdac us es s ome O0o0bj eeducatimregbiredforal u a
a particular job, and then epares this with the educatitvel attained by individuals doing that job.

I f an individual i's f ound -edou chaAMosbdr@eliAsgedsmesit e d u
is less commonly usednd simply involves asking workers to specify the level of education required

to do their job, or whether they have more or less education than is required to do their job. Finally,
theRealised Matché&approach uses the mean or modal level of educaitimveach occupation to
define the 6requireddé | evel of education, and
as one standard deviation) to allow some variation. Any individual with education above the defined

level in their occupatiors said to be oveeducated.

As Chevalier (2003511) notes, each of these methods preserdsme di f fi cul ti es.
method isobjective, butelies on timelyand largescaleinformation on theskill requirements of each
job. If it is availatke, such information may be out of date by the time it is fully compiled. It also
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assumes that every job that has the same title comes with the same educational requireenents.
0 Wo r k eAs sSeesl sf me nhas@he adeantage of capturthg educatiotevel required for each
speci fic peis kkelyntd®pmoduceontsclasdificatiorince it depends on the subjective
judgement of individualsAs | noted in the introductioto this chapten, usea variant ot h Realiéed

Mat c hes 6, whighpl rdiscaiss hn more detail below. also discuss additional issues of

measurement which arise when dealing with education that was attained abroad.

Seekingto explain theenhanced rislof overeducation faced by immigrant€hiswick and Miller
(2009163 noteseveralpossible explanation®ne set of explanatiorsse related to search and match
theory overeducation is produced by imperfect informatinrthe labour marketWorkers are over
educated when they first enter the labour market, but engagetie-job search and gradually move
into more appropriate employmeifihis may be one factor which produces immigrant egercation,
particularly among those from countries with very didtieconomies and labour markets, for whom

gathering informatiombout the host labour market mag more costly and timeonsuming.

A second category of explanatiassmplied by human capital theory. Oveducated workers may be
taking on employment below their education level in order to gain experience, in osdeutanore
appropriateemployment at some future daféhis could be true for either natives or immigrants, but
the latterface a further difficultyif qualifications and experience attained in the home cpané not
transferable to the host counttigeymay find themselves oweducatean the host labour market for

a longer time period.

Both the search and match and the human capital explanations of immigraedogation are
relevant here when comparing the risk of egducation facetdy immigrants and natives, but | also
compare the risk of overducation faced by different immigrant groupsargue below that A8
immigrants face a higher risk than EU15 immigrants due to differences in their unobserved labour
market characteristicklowever, fist | provide some background information on the A8 immigrants

and on the scale of the A8 migration to the UK.

2.2.2Who are the A8 immigrants?

The 6A806 countries are the eight former commur
the EU onMay 1% 2004. EU citizens had previously been allowed almost free access to the labour
markets of the other member states, but fears about mass immigration from the poorer A8 countries
l ed to the establishment of Ot r amostigobvermmerasof ar r

the EU15, these transitional arrangements involved placing substantial barriers to the employment of
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A8 immigrants'® but the governments of the UK, Ireland and Sweden allowed more or less free access
to their labour markets. The UK &iay far the largest labour market of these countries, and, although
the exact numbers are contentious, perhaps 1.5 million A8 immigrants came to the UK to work for
some period of time in the first five years following accession in 2004 (Sumption andv8lemner
2010: 5).

The transitional arrangements in the UK from May 2004 until the end of April 2011 placed some
restrictions on access to welfare benefits for A8 immigrants in their first year in the country, as well
as requiring initial regmsSchemen ¢(NWRA) OWoDTr bk
employment. The demographic information collected in the WRS is thoroughly summarised in
Drinkwateret al (2009: 166167) and in Blanchflower and Shadforth (2009: FF436). Broadly, it
indicates that most A8 workeirsthe UK are aged between 18 and 34, and only a small number arrive
with dependent children. A8 nationals also appear to be more evenly distributed around the country
than other immigrant groups, which tend to be clustered in large metropolitan are&svéberet al.,

2009: 167).

The speed and scale of A8 migration drew scholarly attention, focussing, for example, on its impact
on the domestic labour market (Portes and French, 2005; @ilpln2006; Greeet al, 2007; Lemos

and Portes, 2008), the iging marketRobinson, 2007RPemberton, 2009), its fiscal effects (Dustmann

et al 2010), and its impact on the crime rate (Belal, 2013. The geographical distribution of the

early A8 immigrants has also been addressed (Cooesilss 2007). Otheauthors have considered

the labour market performance of A8 immigrants, and the returns to education available for these
workers in the UK. For example, Clark and Drinkwater (2008) found A8 immigrants worked relatively
long hours for relatively low wageand had particularly low returns to education. Drinkwateail.

(2009) also found low returns to education among A8 immigrants.

Overeducation among this group of immigrants in the UK has been considered in several qualitative
studies, often focussing @mme or more of the constituent A8 nationalifi&éRarutis (2011) explicitly
addresses the question of why so many Polish and Lithuanian immigrants in the UK appear to be
working below their level of qualification, using-depth interviews. She argues tthaften the
motivation for migration does not centre on wage benefits, and that learning English, and the

experience of living abroad, can play an important role. Similarly, Andetsalh (2006) find over

10 Restrictions on the rights of Aghmigrants to workn all of the other EU15 countries had ended by M&gQa11, with the end of
the period of oO6Transitional Arrangementsod.

11 0On the possible consequences of esducation, aside from labour market implications, edwcation among Polisghmigrants in
Scotand has also been cited in the public health literature as a major contributor to stress (Weisharr, 2008: 1253).
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qualified interviewees explaining their situatiboth in terms of such nemage benefits, and in terms

of a conscious economic tradéf, as a low wage in the UK may be relatively high when compared
with wages in the country of origin. There is also qualitative evidence of discrimination against A8
immigrants causing ovexducation, or at least a lack of recognition of qualifications attained in A8
countries. For example, Coalt al. (2011a: 61) note that more highly qualified workers expressed
frustration that imported qualifications and experienceewet recognised by employers in the UK.
Such interview evidence is very valuable, particularly in assessing individual perspectives on the
causes and consequences of educational mismatch, but it is difficult to judge the reliability of these

subjective acounts of overeducation, or indeed their national significance.

This previous research has therefore indicated that the reputation feedmeation among A8
immigrants has some empirical basis. However, no study has yet produced quantitative evadence th
addresses ovarducation in this group explicitly, or that examines the associatibtmebe over

education and wages. This study fills this gap in the literature.

2.2.3 How many A8 immigrants are in the UK?

It is difficult to estimate the number of A& migrants who have come to work in the UK with
precision: no comprehensive official records are kept of people entering or leaving the country, and
researchers must therefore rely on susyewhich often struggldo capture recent immigrant
populations adequately (see the discussion in SezBohbelow), or on domestic administrative data,
which often lacks detail, and is not always comprehensive. Around one million workers from the A8
countries registeredohte 6 Wor ker Regi stration Schemed ( WRS
accession, and, taking account of the many workers who did not register on the scheme, it has been
inferred that around 1.5 million A8 workers came to the UK in total, thoughh matithis migration

has been temporary (Sumption and Somerville, 2010: 9).

Leaving aside these problems of accurate measurement, it is clear that at any point in time, A8
immigrants make up a small proportion of the UK working age population, which isnoond38.5

million people (ONS, 20139dOne consequence of this is that even a large government survey such as
the LFS can capture only a relatively small number of A8 immigrants, and this creates problems for
statistical inference. | employ a novel $&¢gy to increase sample size, discussed below in Section
2.3.3.

LongTerm International Migration (LTIM) data, which are based on the International Passenger

Survey (IPS), suggest total net migration from the A8 countries over 2004 to 2011 of only &8und 3
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thousand (compared to 354 thousand for EU15 immigrants), but the IPS uses an interpretation of the
United Nations definition of a lonterm international immigrant, which specifies that a person must
stay in the country for at least a year in ordereg@ioperly considered as such. As the IPS is conducted

at the point of arrival I n the UK, I mmi gr ant
included in the survey if this is over one yé&ahis definition excludes many A8 and EU15
immigrantswith short time horizons in the UK, including those who end up staying for longer than a
year, for there is often a large discrepancy between intended and actual length of stay in the country
(Clark and Drinkwater, 2008: 504n). In order to give a sentemds in longerm migration from the

A8 countries and the rest of the Etdrm mmarton, east
Figure2.1 compares the total inflow and outflow of A8 and EU15 immigrants recorded in the LTIM
data, over 2004£011.

260Outfl owd estimates are col | ecinmigtantadre idertified peed on theirlmftualdeagthafr t ur e
their gay.
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Figure 2.1: Total flows of Longterm A8 and EU15 immigrants to the UK, 202011
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The inflow and outflow of EU15 immigrants appears to be relatively constant during the transitional
arrangements, with an increase in the rate of outflow over the sbetfnof the period. In contrast,

the inflow of A8 immigrants rises sharply upriearly 120 thousand per yeard@07, and then falls
sharply until 2009, before starting to rise again in 2010, and falling slightly in 2011. The outflow of
A8 immigrants rises more slowly until 2007, before increasing sharply in 2008, and then falkng bac
again over 2002010. These patterns suggest that the flow of A8 immigrants wititésngintentions

IS less constant then that of EU15 immigrants with gy intentions. Indeed, with the fluctuations

in the UK macreeconomy since 2008, it may be ththe A8 immigrant group is simply more
responsive to macroeconomic conditions. This would be consistent with the evidence that patterns of
A8 migration are more fluid than those of other immigrant groups, an idea that | will refer to again in
the next seton.

2.24 Why are A8 immigrants different?

| argue here that A8 immigrants face a higher risk of -@dercation than recent EU15 immigrants
because of unobserved differences in their labour market characteristics, and possibly also because
they experieoe a higher degree of labour market discrimination in the UK. These unobserved
differences in characteristics include more heterogeneous motivations, more uncertaoritzomes,

and lower reservation wages. Such qualities reflect a distinetedekition process associated with the
institutional context of the accession. Specifically, wide real wage gaps, wide differences in absolute
price levels, and a one year exclusion from government welfare benefits attracted and retained

immigrants with a unique Vwerability to educational mismatch.

Migrants tend to be favourably salélected otabour market ability and motivation (Chiswick, 1978).
However, in general, the larger real wage gaps between the UK and the A8 home ¢dimprigs

that the inflow of inmigrants from theseotintries will be less favourably sedélected orsuch
characteristics than will the inflow of immigrants from the richer EU15 countries, if transport and other
fixed costs of migration are reasonably simifain other words, migratio to the UK will be a
profitable enterprise for many people from the A8 countries whether their labour market ability and
motivation is high or low, while only the most able and most motivated workers in EU15 countries

will gain from migrating. Indeed, thieeterogeneity of the motivations for migration cited by people

13| do not quantify the wage gaps between the A8 and EU15 countries here, but Eurostat (2013) provides detailed maps of GDP per
capita within the EU over the period of the transitional arrangements.

14 This is a straightforward implication of the humaapital approach to migration in Ghiick (1978). See Chiswick (19pfbr a

discussion of migration costs and positive selection.
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from A8 countries is one of the features of the qualitative literature in this area (AndeaspB8006;
Cook et al, 2011a; Parutis, 2011), and this may reflect the more marginal rol&alivar market

motivations play for some such immigrants.

The larger real wage gaps between the A8 countries and the UK may also foster a higher occurrence
of 6t empor ary6 of asdextdnded pericals @ coumBpgaifia humanncapital
adapation are not required in order to make migration profitable. Fhore&zons in the UK therefore

may be less certain for many A8 immigrants. Indeed, one of the stylised facts emerging from the
empirical work on A8 immigrants so far is that they are anwalsfluid group of immigrants, with

many people coming to the UK and working for only a short time before moving elsewhere, or moving
back and forth between their home country and the UK over a longer period (set &a@®07: 33

34). Engberseetd. ( 2010) have described the movement o
mi grationo, with workers o6trying their lucko
moving on*® If those A8 immigrants with greater labour market ability leaestK permanently after
achieving some prdetermined level of target savings, then the relative degrésvotirableself
selection olabour market ability and motivation will be further reduced in the A8 immigrant stock in
the UK.

At the same time, in tens of generic skills associated with securing employment quickly, the inflow

of A8 immigrants will be stronglyavourablyself-selected, since A8 nationals are excluded from
government benefits during their first year in the diring this periodand thegap between the
absolute price levels in the UK and the A8 countries makes any period out of work particularly costly.
Thus, in order to secure positive returns to migration, many will have to be able to find work fast, and
with minimum expendituré’ In a job-search framework, suchorkershave a | ower Or
wageo. EULS5 i mmigrants are not excluded from
price gap, and so jebearch is not so constrained. If those A8 immigrants who are unable te secur
maintain employment leave the UK permanently, this will leave the remaining stock of such
immigrantseven more strongly selected these characteristics. The lower reservation wages among
many A8 immigrants are reflected in exceptionally high empkntmates, which averaged 81.1%

over the years of the transitional arrangements, compared to 72.4% for EU15 nationals and 72.8% for

UK nationalst® They are also reflected in the unusually high geographic mobility of this immigrant

15 For a concise summary of different forms of migration, see Dustmann and Weiss (26238237

16Eadeet al (2007:34)ha® referred to the 6i ntimmgantsn al unpredictabilityd
17The high relative cost of jebearch for ABmmigrants may be reflected in their more intensive use of social contacts when looking

for work. Sumption (2009) presents evidence of thisPfolishimmigrants, and Battat al. (2011) note similar patterns for the A8

group as a whole.

18 These are my calculatiorfer men and women aged-8&, from the tables in ONS (201)3a
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group, as workers travad areas of labowshortage, rather than clustering in large metropolitan areas
(Coombe<t al, 2007).

A8 immigrants may also face higher levels of employer discrimination. Little work has been done so
far in the quantitative literature on discriminatspecifically against A8 immigrants, but, for example,
there is qualitative evidence of general hostility towards A8 immigrants from the host population in
the UK (see Cookt al, 2011a: 6162; Cooket al, 2011b: 736; Spencet al 2007: 6669; Anderson

et al, 2007: 15; and a review of newspaper coverage of Polish immigrants in Fomina and Frelak,
2008), and it is plausible that such discrimination could be affecting occupational outcomes for A8
immigrants in a way that it does not affect outcomes fatfichmigrants. And, as noted above, some
more highly qualified A8 workers have expressed frustration that imported qualifications and
experience are not recognised by employers in the UK (€bak 2011a: 61), which may reflect a
more subtle form of dgimination, targeted against nomtive qualifications and experience, rather
than at the individuals that hold them.

| assume that this combination of different motivations, different time horizons, lower reservation
wages, and potentially also differdatels of labour market discrimination all contribute to a higher
risk of overeducation for A8 immigrants compared to those from EU15 countries. Of course, the
distinct geographical, occupational and demographic characteristics of the two groups rnaypalso

of the explanation, but | can account for these characteristics in an econometric analysis, which | will

discuss in Sectio®.4.2 below.

In the broader educational mismatch literature, @grcated workers are generally found to earn
more than thir matched peers within a given occupation. This must partly be because their surplus
education proves to be of some productive value to employers (Duncan and Hoffman, 1982). However,
immigrant groups tend to face wage penalties in the host country mikgesf educational mismatch,

due both to wage discrimination and imperfect human capital portability. For the immigrant over
educated, then, wage returns depend on the relative size of the immigrant wage penalty and any wage
effects associated with oveducation. Establishing the relative size of these effects is an empirical
exercise, but the existing evidence (e.g. Clark and Drinkwater, 2008; Drinlavate2009) suggests

that the wage penalties suffered by A8 immigrants in the UK are such tiiateoplstrong returns to

surplus education would reverse them for the -@ckrcated
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2.3 Data

2.3.1 The Labour Force Survey

The LFS is a large sample survey of households in the United Kingdom, which collects a range of
demographic and labour market infation. It is administered by the Office for National Statistics
(ONS). The sample includes around 50,000 responding households each quarter in Great Britain, and
around 3,000 responding households in Northern Ireland. As such, it is the largest regdholiou
survey in the UK. The survey employs a rotating panel design, in which addresses are followed
qguarterly for five successive Owaves©o, so tha
Addresses to be surveyed are sampled randomly bgqatestfrom the small users' stile of the
OPostcode Address Filedé for Great Britain, an
for rating purposes in Northern Ireland. Each member of the sampled household is surveyed in person
in the firstwave, and is then surveyed on the telephone for the four subsequent waves. Interviews may
be conducted by proxy if any household member is absent, or if they cannot be surveyed for some
other reason, such as poor English language ability. The LFS exuoiddeduals living in some types

of communal establishments, and, until the start of 2008, it also excluded immigrants who had arrived
in the UK within the preceding 6 months (ONS, 2011: 10).

The LFS follows addresses rather than respondents, and titéyiadé respondents surveyed may
therefore change over the five waves, as current residents leadstieesor as new residengsrive
Individuals may also be unavailable, or refuse to participate in the survey in any of the five waves.
Individual respondents may therefore appear for the first time in waves two, three, four or five, as well
as in wave one, and may disappear from theesuintermittently or permanently at any point. | use
this feature of the LFS to maximise the samgdlenmigrantsin this chapter as | describe in Section

2.3.3 below.

The LFS has been used to examine the labour market performance of immigrants inrreeit{al
studiegfor example, Shields and WheatPByice, 1998, Blackabgt al, 2005; Dustmann and Fabbri,
2005), including in work focussed specifically on A8 immigrants (for example, Clark and Drinkwater,
2008; Jayaweerat al, 2008; Drinkwateet al., 2009; Sumption, 2009). There are several reasons to
suspect that the LFS undepresents the A8 immigrant population. For example, before 2008, all new
immigrants were excluded by the requirement that they be resident in the UK for six months before
being eligible for the survey. Gilpiet al. (2006: 11) have also suggested that the exclusion from the
LFS of those | iving in O6communal househol dso

reduced coveragef A8 immigrants in particular.
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Aside from these sampling issues in the LFS, a major disadvantage of the survey in this application is
its lack of regular information on English language ability, which is thought to be a particularly
important determinant of labour market success among irantigvorkers in the UK (see Dustmann

and Fabbri, 2003). Poor English language ability may be reflected in higher rates of response by proxy,
but these rates do not differ substantially between A8 immigrants, EU15 immigrants, and UK
nationals. Any househodds parti ci pation is itself an indi:
member has a minimum level of English language ability, which may mean the survey misses the least

assimilated immigrants.

The potential sampling issues and the lack of dataraglidh language ability together constitute
significant weaknesses for conducting research on A8 immigrants, but the LFS is of course intended
to capture information on the UK labour force generally, and is not a specialist dataset for studying
immigrants.The survey benefits from collecting the same detailed demographic anerelatdd
information on a large number of respondents from different immigrant groups as well as on UK
nationals, which represent important points of comparison for A8 immigraatgy ianalysis. Another
source of data on A8 immigrants is the Worker Registration Scheme (WRS), which covers a much
larger sample, but contains only very basic information on demographic and labour market

characteristics, and, crucially, contains no infation on educational background.

2.3.2 How are immigrants identified?

Dates of arrival and the transitional arrangements

The period of interest in this study is between M&y2004 and April 30th 2011. This covers all

i mmi grants arriving after accession, for the
arrangements restricted access to government welfare benefits for the first year spent in the UK, they
will have affected both the composition of the inflow of A8 immigrants, and the labour market
behaviour of A8 immigrants once in the country. Restricting the analysis to this period ensures that
my results describe the characteristics and behaviour of A8 imnsguawker this specific set of

institutional constraints.

The LFS records only the year of arrival of immigrants, rather than a specific date or month of arrival.
My study identifies all immigrants from A8 countries who arrived between 2004 and 2011 -as post
accession immigrants. As the accession took place on May 1st 2004, this means respondents who
arrived between January and April 2004 are misclassified asaposssion immigrants. The only

feasible alternative to this strategy would be to exclude all A&kevs who arrived in 2004, which
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would eliminate large numbers of the respondents of interest. For this reason, | proceed with this likely
misclassification in mind. Other studies of A8 immigrants in the UK have chosen the same strategy
(for example, Dushannet al, 2010). As, at the time of the accession, immigrants could not appear in
the survey during their first six months in the country, the first-poséssion immigrants appear in

the LFS in November 2004, so | do not include respondents intexiéefre this date. The

transitional arrangements ended &My 2011 so | also exclude all those interviewed after this date.

Nationality versus country of birth

It is possible to infer 1 mmigrant d$thatwvarfiradbir
the LFS. The literature contaisesmes t udi e s t h atto idestidy imonigants, anchsorhe t y G
t hat use O6country of birtho. Each of these n
identifying immigrants by nationality magause misclassification because of different naturalisation
lawsfor people fromdifferent countrie®r on different visadJsingi mmi gr ant sé countr
cause misclassification because of nationals being born abroad, particularly in courttriesnér

colonies or military posts abroad, such as the UK (Bruekal, 2002: 7273).

In thischapter | define immigrants in terms of their nationality. | see this as a more useful measure of
immigrant status than country of birth in this case, because nationality is a more fluid concept, which
can change over a lifetime as a person moves, or indekd bertders of a country change. Six of the

A8 countries became independent in the early 1990s, which is during the lifetime of many A8

i mmi grants presently in the UK, and therefore
o f bi r t hBstoniaalatviaa lard dLithuania, all part of the former Soviet Union, became
independent countries in 1991. Slovenia, part of the former Yugoslavia, became an independent
country in 1992, and the Czech Republic and Slovakia, constituting the former Gaeskias
separated into independent countries in 1993. A8 immigrants born before these dates could potentially
report having been born in countries which no longer exist, and, in the cases of the former Soviet Union
and the former Yugoslavia at least, besctassified as ne&EU immigrants and excluded from the

sample.

Table All in Appendix AL compares the proportion of immigrants in each category by the
oOnationalityd and O0country of Dbirthoé definiti
makes a substantidli f f er ence | s17% of ehod wduldl Bade been daggiiic a s- 6 n o n
EU& i mmigrants had the &éCountry of Birtho def
particular EU15 nationals are listed in Table.2A(46% were born in African countries, 33% in Asia,
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and 17% were born in the Americas). This israeresting finding in itself, but the numbers affected
are still relatively small, sodo not pursue the matter heredd, however, use the

definition of immigrant as robustness check in Appendix.A4

Grouping Nationalities

The cental comparison in my analysis is between immigrants who identify themselves as nationals of
one of the A8 countries, who have arrived in the UK since the start of 2004, and immigrants who
identify themselves as nationals of one of the EU15 countries, ad® drrived in the UK over the
same time period. Of course, the use of the 0A
but each of these groups is crucially united by a specific set of legal constraints in the UK during the
transitional arragements, so in this case | think the two groupings are useful. Other authors have taken
a different approach, such as separating the analysis of Polish immigrants (for example, Dratkwater
al., 2008).

The countries that are in the European Economic M£&a) but not the EU (Iceland, Lichtenstein

and Norway) are not included, despite effectively having open borders with thiethiis because

there are slight legal differences in the entitlements of these citizens in the UK. Switzerland is not a
memberof the EU or the EEA, and is not included for the same reason. Malta and the EU area of
Cyprus, which joined the EU at the same time as the A8 countries, are not included, as they did not
face equivalent oO6transitionamamaira ahglene®mAZ® .cd
joined the EU in 2007, are not included, as nationals of these countridd flace i r own Ot r &
arrangementsdé until 20214. 1 will comment on t

to this chapte

The nationalities of immigrants in the A8 and EU15 groups are shown by country in Tables A3 and
A4 in Appendix B. The principle feature of the A8 group is the prevalence of Polish nationals, and, to
a lesser extent, Slovakian and Lithuanian nationd@l%t @f the A8 sample report Polish nationality,

and 88% report either Polish, Slovakian, or Lithuanian nationality. In contrast, the EU15 group features
relatively large proportions of several nationalities: respondents from France, Germany, Ireland, Italy

and Portugal together make up 71%.
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2.3.3 Sample construction

All occupations

| draw the sample from 27 calendar quarters of the LFS, from the fourth quarter of 2004 to the second
quarter of 2011? | exclude respondents outside the ages 684,&8hose who are not employed, those
in full-time education, and those reporting nationalities of countries other than UK, A8 or EU15

countries.

Most studies looking at A8 immigrants in the UK using the LF&Hdiscarded all but the first wave

of the survey. For example, Drinkwatet al. (2009: 167168) favour this approach, as wave one
contains earnings information (waves! 2lo not), and using only the first wave avoids the risk of
double counting respondesn and avoids mode effects associated with the switch to telepho
interviewing after wave on®esponse rates are also highest in wave one, at around 70 per cent (ONS,
2011). However, discarding waves52results in a smaller sample size than would etiser be
available. A common technique to increase sample size is to pool the data from the first wave of the
LFS over several years, and this strategy has allowed for larger sample sizes of A8 immigrants as the
years have passed since accession, but thpleaizes used for analysis in this area of research have

so far still been relatively small.

| use a novel strategy to exploit the potential of the LFS more fully, allowing a substantial increase in
the size of the crossectional sample. As noted abaweSection2.3.1, the LFS followsaddresses

rather than respondents, and individual respondents may therefore appear for the first time in any of
the five waves. For the same reasons that immigrants in general, and A8 immigrants in particular, are
thoughtto be undesampled, they also tend to appear more intermittently across the five waves, and

a disproportionate number of immigrants are therefore missed when only the first wave is used.

| use one observation per individual respondent, but in order tomsaxthe number of individuals in
the sample, | do not restrict my search for this observation to the first wave. For the first part of this
study, in fact, the observation may be drawn from any of the five waves, depending on which waves
the individual @pears in. The second part of this study requires wage information, and therefore | use
only unique observations on individual respondents who provided wage information in waves one or
five. The sefemployed are automatically excluded in the second partyage information is not

available on this group.

19 Until the start of 2008, it was not possible fimmigrants to apgar in the sample until they have been in the UK for six months.
November 2004 is six months after the EU accession of the A8 countries, and is therefore the first month in watchgsish
immigrants appear.
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Table2.1 compares the frequency of unique observations with education and occupational information
in each nationality group using the first wave only, with that found by augmenting the first wave with
individuals observed in the other waves. It also compares the frequency of unique observations that
have wage information in the first wave, with that found by adding in observations with wage

i nformation only from the fsi fubho waevpeor té6 UKKD rraef
represents respondents who report being a national of one of the A8 countries, who have come to the
UK since 2004, and O6EU1506 represents responde

countries, who have come the UK in the same time period.

I n the construction of the O6Waves 1 and 5086 ani
due to the high response rate and complete set of questions in this Wave. If a respondent is absent fron
Wave 1, | usehte information from Wave 5, as although Wave 5 tends to have the lowest response
rate, 1t stildl contains earnings information.
56 sampl e. For the OAI I Wa v e s 0t ampeamp Waves 1 br5a |l s C
adding observations from Waves 2, 3 and 4, in that order, on the grounds that response rates get

progressively lower over each wave.

Table 2.1: Number of individuals from each nationality group in the sample

Education anaccupational information Wage information
Nationality Wave 1 All waves Wave 1 Waves 1 &5
UK 258,088 309,240 169,721 190,701
A8 2,987 5,174 2,193 2,940
EU15 967 1,600 654 874
Total 262,042 316,014 172,568 194,515

Source: LFS 2002011. NotesEmployed men and women, aged@4 not in fulltime education.

Thus, | increase the number of A8 respondents in the sample with education and occupational
information by 2,187 (73%) by adding in individuals found in all waves. Similarly, | increase the
number of EU15 respondents by 633 (65%) by adding in individuals from all waves, and the number
of UK respondents by 51,152 (20%). The number of each group on whom there is wage information
also increases. This strategy increases the size of the imnmsgrapte proportionally much more

than it increases the size of the native sample, because, as noted above, a higher proportion of

immigrants miss the first wave and appear in the subsequent waves.
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My strategy of constructing a cressctional sample usingsponses from all five waves of the survey
could be criticised on the grounds that the method of data collection moves freto-face interview

to telephone interview for waves two to five, which may alter the way respondents answer some
questions. Howver, there is some evidence that mode effects are less prevalent with objective
questions, such as those asked in the LFS (see, for example, NetoddhdX)11). My strategy also
precludes the use of the sample weights provided with the LFS. Howevery imiew these

disadvantages are outweighed by the benefits of having a substantially larger analytical sample.

OA8 intensived occupations

New immigrant groups are seldom evenly dispersed across different occupations, and in fact are often
concentrated ifjust a few. There are 12 occupations in my sample that have more than one hundred
A8 immigrants?® These are largely unskilled manual or service sector occupations, which might be
known in the sociological | i t er aitthatrisethey are pars e c 0
of a segmented labour market consisting of occupations that provide low wage, insecure employment
with low returns to education, to workers who may face discrimination or other obstacles in the
Opri maryo6 | ab o uhigh coacenkatidn.of AB workérs io secondary labour market
occupations would be expected for many of the same reasons that | expect to see a higher risk of over
education in this group (see the discussion of motives;Himnzons, reservation wages, gruksible
discrimination in Sectio.2.4). | expect returns to surplus education to be lower in such occupations,
since the scope for using surplus education to add productive value is particularly limited. Some of the
analysis that follows is restrictédo t hese GO0 A8 i nt e n.Bdomparésthe oumbep at i

of each nationality group in these 12 6A8 int.

20The 12 occupations are as followsAs s e mbl er s and routine operativesd, 6Constru
O0El ementary goods storage occupationsé, OEl ementary opder sonal
preparation t&adekatedHpat stbonakreservice occupationsd, O6Proce:
assistants and retail cashiersd, 6Transport drivers and oper.
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Table 2.2: Number of people in the 6A8 intensiveod

Nationality Non-A8 intensive A8 intensive Total
UK 230,633 78,607 309,240
A8 1,545 3,629 5,174
EU15 1,146 454 1,600
Total 233,324 82,690 316,014

Source: LFS. Notes: Employed men and women, age@#16ot in fulltime education. Restricted to 12 occupations with at least 100
A8 immigrants.

Table22s hows t hat 70% of the A8 i mmigrants in th
occupations, compared to 28% of EU15 immigrants, and 25% of UK nationals.

2.3.4 Measuring qualifications

Using the 0Agtmmeecdunpdteitcerdd fwdrli abl e

Over the period of interest, the LFS does not capturedtbualifications very effectively. In fact,

until 2011 allnoAUK qual i fi cati ons wer e d \which préséniseediousa s 0
difficulties in assessing rdlae labour market performance and returns to education for those educated
abroac?! This is a problem faced by all similar survéysithout the capacity to provide a list of all
potential qualifications from every possible country of origin, there istalg@ly some inaccuracy in

the classification of nenative qualifications.

The tendency in studies of i mmigrants dise ng t
educationd variable as a proxy f or ithouhamyfatdeo c at i
information on why an individual completed education at that particular age, it is very difficult to
assess quite what this age might mean for anyone, but it is especially difficult in the case of immigrants
who have studied in differemducation systems. The assumption underlying the use of this variable

is that a marginal year of education means something roughly equivalent within every country, and
indeed at every level of education within every country. The measure is therefoveexlipp allow

the comparison of 6returnsé to each year of
educated to different levels. However, the diversity of national education systems, even within the

European Union, means that that marginal géaducation can mean quite different things in different

21 A set of new variables was introduced to the LFS in the first quarter of 20drteinto capture qualificatiommined abroad more
effectively. | use these in Chapter 3.
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countries. Even the statutory minimum school leaving age varies within thenUfocus again on

this issue in Chapter 3.

Using ISCED levels

| use a novel strategy to classify educatianalt ai nment more accurately
completed fult i me educationdé to assign respondent s
Classification of Education (ISCED), a categorisation system that takes account of differences between
natonal education systems (UNESCO, 2006). The different statutory school leaving ages are not as
problematic here, as | have classified respondents according to what different school leaving ages
should in principle mean in their country of origin. Of coutbere is still room for misclassification

of respondentsd6 education | evel, pain tmec eldairclay
in years, and the fact that some students may be held back to repeétyesrapthod is by no means
equv al ent to having direct information on each
does at | east exploitmeteeludageonodmphébedat ubh

context of the relevant education syst&iable2.3 showghe results of this process.

20Grade retentiond causes measurement problems for the EU15
for example), 15% or more pupils repgatirs at secondary level (EACEA, 2011). | discuss altiemapecifications in Appendix

A.6, allowing for large amounts of measurement error in assigned ISCED level for the EU15 group.

23| use the tables in the PISA@® Technical Report (OECD, 2012649 and t he Pri mary school starti
World Developnent Indicators (World Bank, 20150 calculate the usual age at which each ISCED level is attained in each country.
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Table 2.3: ISCED level attained, based on age left fulime education, by nationality group

(column %)

Nationality
ISCED levels UK A8 EU15 Total
Never had education 0.1 0.5 0.3 0.1
Primary 0.1 1.4 0.7 0.1
Lower secondary 0.7 0.7 4.8 0.7
(Upper) secondary 58.8 34.0 23.8 58.2
Postsecondary, notertiary 13.3 16.2 3.6 13.3
Vocational tertiary 5.8 25.9 16.4 6.2
Academic tertiary 21.4 21.4 50.5 21.5
Total 100.0 100.0 100.0 100.0

Source: LFS. Notes: Employed mand women, aged 1®4, not in fulltime education. n=316,014.

23. 5 Occupation

and O0required

I classify the occupations of respondents using taei3g i t

modal ISCED level of UK nationals withineacld3i g i t

occupation

A

6 education

060Standard Oc
(SOC) reported in the LFS. | classify the entirmpke using the SOC 2000 definitions, and | use the

as t

cupat

he o1

The modal definition has been udegfjuentlyin immigrant overeducation papers (Battu and Sloane,

2004: 543; Lindley and Lenton, 2006: 5), with the aim of establishing the standard level of education

amongnative workers in each occupatiompplying this approach, the required level of education

withinevery3di gi t occupat i-soenc o nsraeriftdlit erd e drliblgfiped3digitt i ar
t he modal | SCED

occupations as

tertiaryéo.

6graduated6 if

This approach leads to a faidymplecharacterisation of theducation required for each occupation

Using only two ISCED levelsmeans that an occupatioreedhave only slightly over 50%f UK

nationals beinggraduates to be defined as a graduate occupdtlware is also likely to be some

variation in the education required for different jokghin each 2digit occupation, which is not

captured using thismeasufidle6 d evi at i on

from

t he moeduwdiomiset hod
has several disadvantages as an objective measure. As Green and Henseke (2014: 6) point out, an ide

objective measure of ovezducation would be based on direct skill use in jobs, which this measure is

not. Since it uses the observed distribution of educational attainment within each occupation, it is

sensitive to changes in the required level of educationaftn eccupation over time. The measure is

also sensitive to the level of occupational aggregation, and it implicitly assumes that all jobs within a

given occupation require the same level of education. Further, t#odf quaint between having the

O6r eqailrewel of

educat.

on

and

having

0t oo
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example, authors have often used one standard deviation from the mean level of education in an
occupation as the threshol d-edoceayt ofliueidalief BOOX 11 o n e
512).

However, he 6deviation from the modedé method is th
based on direct skill use in jobs, it does tell us whether the distribution of educational attainment within
a particuar job differs for natives and different immigrant groups. Because each respondent is assigned
an ISCED level rather than simply a duration of education, theduf poi nt bet ween
60t oo muché educati-endurtc at invwng theaqudtfication éevelyabovedtioat e r
which is most frequently observed aemowngamniadm
this chapter might therefore be best understood as a relative concept, although indirectly related to

actual skill regiirements in any given occupation.

't is possible forerduespenddemtss ngothe oé6SCEDOr de
people in the sample who would be classed as such is relatively small, and, for the purposes of this
study, +dhuec adtuenddée rar e consi dered 6ématchedd. The
interest in this study means few would be classified as wedlgrated, as such workers tend to be

ol der . For -etdhuec alke ddunderas s ume txpaienceasdaingtas ao n a |
substitute for formal education (see Graoid van den Brink 1999). In these circumstances, it is

reasonabl e to asdachtedbéat wohksesdandeopmat ched:

workers in the sample mean that this classification will not affect the results of the study.

Using this methodti i s not possible for someone in a o
educated. This will cause me to un@stimate the prevalence of owatucation, particularly among
the UK and EU15 groups. The A8 group will be largely unaffected by thig sméew in the sample
work in these occupations. Tal®el shows the numbemnd proportiorof each nationality group in

graduate and negraduate occupations.
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Table 2.4: Number of people in graduate occupations, by nationality group

Nationality Non-graduate Graduate Total
UK 250,321 58,919 309,240
(row %) (80.9 (19.1) (100.0
A8 5,018 156 5,174
(row %) (97.0 (3.0 (100.0
EU14 1,154 446 1,600
(row %) (72.) (27.9 (100.0
Total 256,493 59,521 316,014
(row %) (81.2 (18.8 (100.0

Source: LFSNotes: Men and women, aged-@8, not in fulltime education.

Thus, only 156 (3%9f A8 immigrants in the sample work in graduate occupations, while 446 (27%)

of the EU15 immigrants do so, and 58,919 (19%) of the UK nationals. When estimating the wage
associations of ovexducation, | will use only negraduate occupations, in order t@ypent higher
average wages among the O6ématchedd workers in
associations of overducation in the negraduate occupations. Since wage information is only
available for a subset of these workers in-goaduate oagpations, the sample size will be further

reduced in this part of the analysis.

2.3.6 Sample definitions

For ease of reference, Tal#lé labels the different samples used in the remainder of this study as
Samples O0A6, 06B6, 0O Casubsé bf&amplaA, avhileFamples 3 ancthp aree B
the constituent parts of Sample C. The numbers in the latter three samples are smaller than those witf
wage information seen in TabRl, as in this case only those in agraduate occupations are

considerd.

Table 2.5: Sample definitions

Sample Description n
A All occupations 316,014
B GA8 intensive' occupations only 82,690
C Non-graduate occupations, with wage information 157,194
D Non-@A8 intensive' occupations, with wage informatiol 107,818
E (A8 intensive' occupations, with wage information 49,376
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24. Is there any evidence of oveeducation?

24.1 The prevalence of oveeducation
Using the definition of O0required6é education
of overeducation among the respondents of different nationalities. F2gushows the proportion of

each nationality groupdtbatedd, 0Mataechedadl landc
intensive occupations.

Figure 2.2: Prevalence of oveeducation, by nationality group
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Source: LFS. Notes: Each proportion is a mean value, and bars re@&Xeoonfidence intervaMen and women, aged -8}, not in
full-time education. Samples A & B in Tal##&. n= 316,014 (all occupations), n= 82,690 (A8 intensive occupations).

There is a higher prevalence of oxegtucation among immigrants than among natives, with 61% of

A8 immigrants and 46% of recent EU15 immigrants eeducated, compared to 26% of UK nationals.
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The proportion of UK nationalswhoareoeducat ed i s | ower in the 06/
18%. However, restricting the sample to these occupations ddesubstantially change the

prevalence of oveeducation among either of the immigrant groups.

2.4.2 Can overeducation be explained by other observed characteristics?

Differences in the prevalence of osvanlucation between different groups of immigrants may be
associated with differences in their demographic, human capital, or occupational characteristics. For
example, if, in general, younger people face a higher fisk@-education, then an immigrant group
with a younger age profile will also face a higher risk of eaducation, independent of any immigrant
effects. Alternatively, if partime workers face a higher risk of oveducation, then an immigrant
group wit a higher proportion of patime workers will also face a higher risk of ovetucation. |

can assess the importance of such factors in explaining the prevalence-etiusation in each
immigrant group by using a probability model, which quantifieslitedihood of respondents being
classed as overducated, conditional on their observed characteristiogever, if | am correct in
thinking that the different levels of oveducation in A8 and EU15 immigrants are driven by
unobserved differences betwethe groups, as well as by possible labour market discrimination, then

such a model will not explain all of the difference in the risk of @drrcation.

Given that | have cl assi f-adkuc atl d d ,0rWleir sheaasr & r
categories, | use a probit model hefeh e mo d e | estimates the relat
educatedd compared to being 6ématchedd. Usi ng

of any individual being oveeducated can be calctdd, conditional on a vector of observed
characteristics, including their nationality group. A positive estimate indicates a higher risk-of over
education relative to the reference category, and a negative estimate indicates a lower relative risk of
overeducation.| include controls for demographic characteristics, with a gender déiamdya set of

four age dummies, for location of workplace, with dummy variables representing thee@stidnd

the O6Regionsd (those ar-east)andmuyabshardcteristics, witth dummya n d
variables forpart i me e mpl oyment, for having Osuperviso

i ntensived occupation.

24 Elsewhere in this thesis | estimate separate models for memcanen. In this chapter | include both men and women
in the same models, since although women face a higher risk eédueation in general, many of the other
characteristics which are associated with eaducation will be similar for newly arrived imgrants, whether male or
female.
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For the purposes of comparison with the results, and in order to get a sense of the avera
characteristics of each nationality group in the sample, T2bleshows the proportion in each

nationality group to which each of these control variables applies, given as percentages.

Table 2.6: Average characteristics, by nationality group (%)

Nationality group

UK A8 EU15 Total

Gender

Female 47.6 43.4 45.7 47.5
Age

16-25 13.1 32.7 22.6 13.5

26-30 10.4 32.7 27.8 10.8

31-35 11.3 15.6 19.9 11.4

36-45 24.7 10.9 19.1 24.4

46-64 40.5 8.2 10.6 39.9
Place of work

London 10.8 14.5 38.4 11.0

Southeast 13.3 10.7 15.6 13.2

Regions 76.0 74.8 46.0 75.8
Job

Parttime 22.6 10.7 17.6 22.4

Supervisor 32.8 10.1 26.4 32.4

A8 intensive occ 25.4 70.1 28.4 26.2

Source: LFS. Notes: Employed men and women, agegé416ot in fulltime education. Sample A in Tal2&5. n= 316,014.

Women tend to face a higher risk of oxagtucation than men. It has been suggested that this is because,
in a male/female relationship, the higher earnings potential of men gives them greater power in the
decision of where to locate (Frank, 1978; BattiarB8an and Sloane, 1998). This constrains the job
search of women in relationships, and increases the probability that a woman will have to accept a job
for which she is oveeducated. Discrimination against women may also be a factor (Chevalier, 2003:
517).Table2.6 shows that around 43% and 46% of the A8 and recent EU15 immigrant groups in the
sample is female, while closer to 48% of the UK nationals group is female. This is in line with the
evidence from the WRS, cited in Drinkwatdral (2009: 167)which also suggests that around 43%

of A8 workers are female. Taking account of gender should therefore increase the relative risk of over

education among both immigrant groups.

Younger workers tend to face a higher risk of eseucation than older workebecause they have

had less time to acquire information about the labour market, and may also require more labour market
experience to fill any gaps in their skills (Chevalier, 2003: 517). TaBlshows that 66% percent of

A8 immigrants in the sample&aB0 or younger, compared to 51% of recent EU15 immigrants, and
23% of UK nationals. This is in line with the evidence from the WRS, cited in Drinkefad¢r(2009:
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167). Taking account of age should therefore reduce the relative risk etdweation m both

immigrant groups, and particularly for A8 immigrants.

The theory and evidence on the link between living in an urban area and the risk-edosation is
ambiguous (for contrasting empirical results, see Chiswick and Miller, 2009, and PootllamahSti

2010), and in this case | argue that the important geographical distinction is between those working in
London and the surrounding area, and those working outside it, rather than a general rural/urban divide.
Table2.6 shows that the employment etent EU15 immigrants is very concentrated around London,
with 54% working in either the London or the South East. In contrast, only 25% of A8 immigrants
work in the same area, a similar proportion to UK natié&sounting for this geographic distribution

is likely to reduce the relative risk of oveducation for the recent EU15 immigrant group. As A8
immigrants are more dispersed, accounting for those working in and around London is not likely to

affect their relative risk of oveeducation substantially

Parttime employment is generally associated with a higher prevalence eédweation, since part

time work is not possible in all jobs, and those seeking it will therefore have limited opportunities
compared to those seeking ftithe work. Having sugrvisory responsibilities may also be associated

with a higher prevalence of oveducation, if those with more education within a given occupation
are more I|ikely to be given sucthi nree sepnopnlsa yomel ni
Osupeyr vissoponsi bilitiesd variables in my mode
decision to take pattme work, or the acceptance of supervisory responsibilities may itself reflect the
same underlying factors which produce a higher risk of-edacation. However, given that different
immigrant groups can have very different employment profiles, ignoring these factors would introduce
a risk of attributing oveeducation independently associated with these employment characteristics to
immigrantspeeific effects. | will show results of the model without these variables, so that their impact

on the estimates of interest is clear.

As noted above, 70% of A8 immigrants in the sample work in one of 12 occupations, and FAgure 2
showed that the UK workerin these occupations are less likely to be -@dercated. Accounting for
those working in these occupations is therefore likely to reduce the relative risk adfdovation
among recent EU15 immigrants, but not among A8 immigrants, the majority of wodknn these
occupations anywayince this variable is the most clearly endogenlows| introduce it to the model

last.

This is a relatively parsimonious specificati@ome studies, such as Battu and Sloane (2004), include

amuchlarger set of contlosariables when estimatingelprobability of oveieducationand | have
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experimented with including further relevant controls where they are available in the LFS (Appendix
A6 discusseresultsfor models which includadditional controls fomarriagefirm size, and working

in the public sectgr However these do nothange the results substantially.

Table2.7 shows the results of the probit model. The control variables are gradually introduced over
the columns from left to right, so that the impacéath control on the coefficients of interest is clear.

The first column shows the estimates for only the nationality groups, without any control variables,
the second column shows the estimates after introducing the gender dummy and the four age dummies
the third column shows the estimates after adding the location dummies to the equation, the fourth
column shows the estimates after adding the controls relating tdirparivork and supervisory
responsibilities, and the final column shows the estimatesiatroducing the control for working in

an 6A8 intensiveb6 occupation.

The logic behind introducing the control variables in the order is to account for the demographic
differences between the groups first, before accounting for the different geogtapsicbution of

the groups, and finally factors associated with the different occupational distribution of the groups.
The o6reference per son 6-25, kvingain Lordonmarkingduitiaed, ina ma | e

nonsupervisory role,andinangdnA8 i ntensived occupation.
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Table 2.7: Results from estimating pobit model of over-education, with increasing

control variables

Control variables

Characteristics No controls Age/gender Location Job type A8 intensive occ.
1) (2 3) (4) (5

Nationality

(REF: UK)

A8 92.8 70.3 69.9 73.0 86.6

(1.8) (1.8) (1.8) (1.8) (1.8)
EU15 54.7 36.9 289 29.9 32.0
(3.1) (3.2) (3.2) (3.2) (3.2)

Gender

Female 11.9 12.4 12.1 10.0
(0.5) (0.5) (0.5) (0.5)

Age

(REF: 1625)

26-30 0.9 -0.2 2.1 55
(0.9) (0.9) (0.9) (0.9)

3135 -18.2 -19.5 -223 -25.9
(0.9 (0.9) (0.9 (0.9

36-45 -42.2 -432 -46.1 -49.4
(0.8) (0.8) (0.8) (0.8)

46-64 -63.0 -63.7 -66.1 -69.1
(0.7) (0.7) (0.8) (0.8)

Place of work
(REF: London)

Southeast -16.6 -16.3 -14.6
(1.0) (2.0) (2.0)

Regions -296 -28.9 -257
(0.8) (0.8) (0.8)

Job

Parttime 2.6 6.8
(0.6) (0.7)

Supervisor 14.1 10.0
(0.5) (0.5)

A8 intensive occ -308
(0.6)

Constant term -65.5 -35.4 -104 -14.1 -5.4
(0.2) (0.7) (1.0 (1.0) (1.0)
n 316,014 316,014 316,014 316,014 316,014

Source: LFS. Notes: Standard errors in parentheses. Parameter estimates and SEs are multiplied by one hundred. Employed
men and women, aged-84, not in fulltime education. Sample A in Table 2he set of location variables include a missing
dummy for 325 observations.

The estimate on the A8 variable starts out much higher than that on the EU15 variable on the
left-hand side of the table, reflecting the higher prevalence ofexigration inhis group seen

in Figure2.2. The estimates for the A8 and EU15 variables fall substantially in the second
column, after taking account of age and gender. As anticipated, the sign and magnitude of the
estimates associated with the age dummies suggest that the risk-eflogatiorreduces with

age. Taking account of age therefore explains a part of theedueation seen in both of these

immigrant groups, which are both youthful relative to the UK comparison group. The higher



proportion of A8 nationals in the youngest age categasieeflected in a greater fall in the A8
estimate. The sign of the estimate on the gender dummy is positive, suggesting a higher risk of

overeducation among women, which is also consistent thélexisting evidence

The A8 estimate is stable in colurBnafter accounting for those that work in London and the
Southeast, but the EU15 estimate falls again. The sign and magnitude of the estimates
associated with the location dummies suggest that, as anticipated, working outside London and
the Soutkeast rduces the relative risk of oveducation, and that this risk is particularly high

in London. As discussed above, a much larger proportion of the EU15 group live in this area,
and hence the reduction in the relative risk of eaducation in this group &it introducing

these controls.

Job characteristics are accounted for in column 4, but both nationality estimates are stable. The
sign and magnitude of the estimates associated with the occupational dummies suggest that
those with 0s upenmonelikslyto be dveeducaded, bt patime wark has

only a smal/l positive effect. As the 6A8 int
5, the EU15 estimate is stable, but the A8 estimate rises to a level similar to that which it was
beforeintroducing controls. This reflects the fact that UK nationals in these occupations face a
lower risk of overeducation, as is clear from the sign and magnitude of the estimate associated
with the A8 intensive dummy. A8 immigrants are concentrated in thesgpations and yet

still face a much higher risk of oweducation.

Overall, it appears that much of the risk of eeducation among EU15 nationals is associated
with their relatively young age profile and the concentration of their employment in London
and the South East, but that they still face a relatively high risk ofemltgration compared to

UK nationals. Some of the risk of oveducation among A8 nationals is explained by their
particularly young age profile, but this group still faces a mughdr risk than recent EU15

immigrants or UK nationals.

In order to allow a more intuitive interpretation of the magnitude of the effects reported in
Table2.7, Table2.8 shows thenarginal effects for each variableraéan values.
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Table 2.8: Marginal eff ect for eachcharacteristic, at mean values, all controls included

Characteristics

Nationality

(REF. UK)

A8 27.6
(0.6)

EU15 10.2
(1.0)

Gender

Female 3.2
(0.2)

Age

(REE 16-25)

26-30 -18
(0.3)

3135 -8.3
(0.3)

36-45 -158
(0.3)

46-64 -22.0
(0.2)

Place of work

(REF. London

Southeast -4.6
(0.3)

Regions -8.2
(0.2)

Job

Parttime 2.2
(0.2)

Supervisor 3.2
(0.2)

A8 intensive occ -9.8
(0.2)

n 316,014

Source: LFS. Notes: Source: LHSotes: Standard errors in parentheses. Impacts and SEs are multiplied by one hundred.
Employed men and women, aged@4 not in fulltime education. Sample A in Tat#lé. The set of location variables include
a missing dummy for 325 observations.

Being an A8 immigrantincreass the probability of being oveeducated by 28 percentage
points relativeto UK nationals, holdinggeographical, occupational and demographic
characteristics constant at mean values. The magnitude of this effect is very sintikr to t
implied above in Figur.2, and this reflects that fact that taking account of observed
characteristics does not much reduce the relative risk ofemlteration for A8 immigrants
Being an EU15 immigrant increast#®e relative probability obeing ove-educated byl0
percentage points. The magnitude of this effect is much smaller than that implied irREdgure
as a fairly large portion of the elevated risk of egducation in this group can be explained
by their relative youth, and especially byithgeographical concentration in London and the
South East.
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These results are consistent with my assertion that different levels efdweation are driven
by unobserved differences between the groups, arising from distinsesaifion processes
asseiated with the institutional context of the EU accession, as well as by possible differential
labour market discrimination. However, the high level of eeducation among immigrants is
only a concern in itself if it is associated with negative outcor@e® potential negative
outcome which is relatively straightforward to observe in survey data is reduced earnings
potential. The next section investigates whether -edeication among A8 immigrants is

associated with any wage differences.

2.5. Is over-eduation associated with wage differencés

25.1 Is there any evidence of wage differences?

If over-educated workers within an occupation are more productive than matched workers, then
they may be paid higher wages. Indeed, previous empirical work suggatsthahover
educated are usually paid more than those who are matched to their jobs within the same
occupation (Piracha and Vadean, 2012: 21). However, at the same time, recent immigrants tend
to be paid less than native workers (Chiswick, 1978). Theo$itteese opposing effects varies

in different countries and with different immigrant groups. In this section | will investigate the

size of these effects for A8 and recent EU15 immigrants in the UK.

The association of overducation and wages is assedse@ based on the income information

available for a sulsection of the sample drawn fromthe LAHSh e wi del 'y used O HC
variable @verage gross hourly pay) is used. This is a derived variable, based on reported gross
weekly pay, basic usual hours, aodual hours of paid ov¢ime per week. As, by the

definitions | use here, no worker in a graduate occupation can bedwveated, | also exclude

those graduate occupations from the wage analysis. As noted above, this only excludes 3% of

the A8 immigrang in the sample, while it excludes 27% of the EU15 immigrants and 19% of

the UK nationals. The sefmployed are not asked to provide wage information, so they are
automatically excluded from this part of the analysis as well. These exclusions shouldebe bo

in mind when considering the results.
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Figure 2.3 shows kernel density estimates of the log wage distribution for each nationality
group, for all norgraduate occupations, and for A8 intensive occupafibAsross allnon
graduateoccupationsthedistribution of wages among recent EU15 immigrants is distinct from
that of UK workers, peaking at a lower point and tailing off more rapidly, until the very top of
the distribution where the highest paid EU15 workers are paid more than UK workers.
However the A8 wage distribution in negraduate occupations is clearly very different to that

of both EU15 workers and UK nationals. The peak of the distribution is in approximately the
same area of that of the EU15 immigrants, but there is a much highey @éAstimmigrants

at this point, and the distribution tails off very rapidly after this peak.

I n the 6A8 intensived occupations, by contr
groups are almost indistinguishable. The peak of the wage distrilfatit/K nationals is in a

similar place to that for the two immigrant groups, but at a lower density. The much narrower
wage distribution in the second part of Fig@r8 is characteristic of the kind of secondary

labour market occupations in which A8 Wwers are concentrated. Whether these wage
similarities remain after controlling for observed characteristics, and whether there is any

association with oveeducation, is discussed in the next section.

25Wages are adjusted for price inflation monthly using the Retail Prices Index (ONS),24it2 November 2004 as the
reference month.
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Figure 2.3: Kernel density estimates of log wagetdisution in non-graduate occupations,

by nationality group

a) All occupations

N -

Density British

Natural log of hourly wage

b) A8-intensive occupations
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15

Natural log of hourly wage

Source: LFS. Notes: Employed men and women, ageéd#t160t in fulltime education, in negraduate occupations. Sample
C and E in Tabl@.5. Sample sizes are slightly lower here as | have excluded those reporting hourly wages of less than £1.
n=156,822 (khoccupations), n= 49,243 (A8 intensive occupations).
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2.5.2 Can wage differences be explained by other observed characteristics?

In order to establish whether some part of the large discrepancy-graduate wages between

the nationality groups is preded by the differences in the prevalence of eaducation, |
estimate a novel v a f, iRagoited, amd Undele &€ u 6 ®RiU6 n § )6 Ow
equations, first used by Duncan and Hoffman (1982). This version of the equation allows for
variety in the ducational systems of different countries, and also allows forexgcation to

interact with different nationality groups in distinct ways.

The egation used here takes the form:

In(w)=a+5,A8 +b,EUL5 + bOVER +b,A8, (DVER + h.EUL5 MVER+¢X +u, (D)

wherew; represents the hourly wage of individualA8 and EU15 are dummy variables
representing each nationality gro@pyYERis a dummy variable representing oglucation,
andAS@VERandEU15@QVERare interaction terms for the joint effect of nationality aner
education.X represents a vector of control variables, including year and quarter dummies,
which are intended to take account of other factors associated with wage outcomes. As in
Figure2.3 above, wages are adjusted for price inflation monthly uki@Betail Prices Index

(ONS, 20123 with November 2004 as the reference month.

Each ofb. and b therefore represent the wage effect for matched workers of being an A8 or
recent EU15 immigrant in a negraduate occupation, as opposed to a UK nationale vk
represents the hourly wage returns to eaducation for UK nationals. The interaction terms
represent any additional effects that arise from being in a particular nationality group and being
overeducated for example, if being both an A8 and ovaerucated §) has an additional

effect beyond the sum of the effect of being A8 and the effect of beingedueated £:+55).

These interaction terms are a useful addition to the standard ORU wage equations, as they
separate out any additional differeisan wages associated with cxeelucation spefic to each

nationality group.

This specification also differs from that used in most of the immigrantenigcation literature

(see Piracha and Vadean, 2012:143 in that it estimates a rate of return to sketeof over
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education, rather than a rate of returnyéarsof overedu@tion?® The more widely used
specification constrains the wage effect of a marginal year of education to be the same
whichever country that education comes from, and at whichever level of education that
marginal year occurs. As discussed above, this apprdaes not fit comfortably with the
heterogeneity of European education systems. In my approach, the state of beedpoatzd
already takes into account different European education systems, via the ISCED classification
system discussed in Secti@rB.4.2 above, and therefore avoids the problematic notion of a
continuous rate of return to oveducation across individuals educated in different countries,

and across different levels of education within each country.

Given the strong negative associatioet ween being in an 6A8 int.
likelihood of being overeducated found in the probit model estimated above, these industries

are separated in the analysis. Tab@ compares the coefficients resulting from estimating
Equation 1 for(i) All non-graduate occupations, (ii) n@8 intensive occupations, and (iii)
A8-intensive occupations. The reference respondent is a matched UK national, and only
controls for year and quarter are included at this stage.

Table 29: Log wage equations: Mtionality and over-education, nongraduate
occupations only

() All non-graduate (i) Non A8 intensive (i) A8 intensive

Overeducated 22.0 18.9 1.3
(0.3) (0.3) (0.5)

A8 -33.5 -44.0 -14.7
(1.6) (3.4) 1.4)

EU15 -20.3 -15.3 -11.9
3.3) (5.2) 3.3)

Overeducated*A8 -13.0 0.4 3.3
(2.0) (4.0) (1.8)

Overeducated* EU15 16.4 21.9 0.7
(4.1) (6.0) (5.0)

n 157,194 107,818 49,376

Source: LFS. Notes: Men and women, ageéb46not in fulltime educatiorfable showskey coefficients from estimating
equation (1) for those in (i) All industries, (ii) N8 intensive ndustries, and (iii) A8ntensive industries.

The coef fi cA8 nitrst nosri voeNoonccupati onsd® are in

tot hose for O6AI I occupationsd then are those

26 The use of dummies in the estimation of wage effects in theemlaration literatureomes fronVerdugo and Verdugo
(1989). Battu and Sloane (2004) take a similar approach.
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separate the 6A8 intendédBveadateasupadi onsuprabir

analysis.

Tables2.10 and2.11 show the gradual introduction of contvariables into Equation 1, for
nontA8 intensive and A8 intensive occupations respectively (see Appekilior the
equivalent table for all occupations). The control variables include a full set of year and quarter
dummies, and, as in the probit modelSection2.4.2 above, controls for age and gender,
location, and job characteristics. | also include two terms which interact the gender variable
with the A8 and EU15 nationality indicators, in order to capture any additional association
between gender andages that is specific to each immigrant group. | do this because gender
potentially has a smaller effect on wages in the A8 intensive occupations, where the wage
distribution is narrower. As in the probit analysis above, | introduce the control variables
incrementally, so that it is possible to get a sense of which characteristics are contributing most
to each coefficient of interest. The first column only controls for year and quarter, the second
column controls for demographic characteristics, the #otdmn controls for location, and

the fourth column introduces controls related to occupation.
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Table 2.10: Log wage equations: NofA8 intensive occupations

Control variables

Characteristics No controls Age/gender Location Job type
1) (2 ©)] (4)
Mismatch
Overeducated 18.9 24.3 22.3 19.9
(0.3) (0.3) (0.3) (0.3)
Nationality
(REF: UK)
A8 -44.0 -39.6 -39.5 -32.7
(3.4) (3.3) 3.3) (3.1)
EU15 -15.3 -6.3 -11.9 -7.8
(5.2) (5.4) (5.3) (5.1)
Overeducated*A8 0.4 -4.4 -2.9 -2.6
(4.0) (3.8) (3.7) (3.5)
Overeducated*EU15 21.9 18.5 17.0 16.5
(6.0) (5.6) (5.5) (5.3)
Gender
Female -21.2 -20.9 -13.4
(0.3) (0.3) (0.3)
Female*A8 17.8 13.9 6.6
(3.5) (3.4) (3.3)
Female*EU15 -0.5 -1.4 -4.9
(4.8) (4.7) (4.5)
Age
(REF: 1625)
26-30 28.9 28.6 25.4
(0.6) (0.6) (0.6)
31-35 41.0 40.5 37.0
(0.6) (0.6) (0.5)
36-45 47.0 46.5 42.4
(0.5) (0.5) (0.5)
46-64 45.1 44.5 41.1
(0.5) (0.5) (0.4)

Place of work
(REF: London)

Southeast -22.0 -20.3
(0.6) (0.6)
Regions -28.1 -26.6
(0.5) (0.5)

Job
Parttime -14.9
(0.4)
Supervisor 23.2
(0.3)
Constant term 213.3 184.1 209.2 201.3
(1.2) (1.2) (1.2) (1.2)
n 107,818 107,818 107,712 107,712

Source: LFS. Notes: Source: LA$otes: Standard errors in parentheses. Coefficients and SEs are multiplied by one hundred.
Employed men and women, aged@4 not in fultltime education, in negraduate, no#\8 intensive occupations. Sample D
in Table25.
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Table 2.11: Log wage equations: A8ntensive occupations

Control variables

Characteristics No controls Age/gender Location Job type
1) (2 ©)] (4)
Mismatch
Overeducated 1.3 6.8 6.1 5.5
(0.5) (0.5) (0.5) (0.5)
Nationality
(REF: UK)
A8 -14.7 -16.7 -16.9 -16.1
1.4) (1.5) (1.5) (1.5)
EU15 -11.9 -19.8 -22.7 -19.3
(3.3) (3.9) (3.9) (3.8)
Overeducated*A8 3.3 -1.5 -11 -11
(1.8) @.7 .7 a.7)
Overeducated*EU15 0.7 -1.6 -1.8 -3.7
(5.0) (4.7) (4.7) (4.6)
Gender
Female -22.4 -22.2 -16.7
(0.3) (0.3) (0.4)
Female*A8 15.0 14.7 11.0
@.7 .7 (1.6)
Female*EU15 20.1 21.1 16.7
(4.6) (4.6) (4.5)
Age
(REF: 1625)
26-30 17.4 17.3 16.3
(0.7) (0.7) (0.7)
31-35 21.2 21.0 20.1
(0.7) (0.7) (0.7)
36-45 24.8 24.6 235
(0.5) (0.5) (0.5)
46-64 23.1 22.8 22.1
(0.5) (0.5) (0.5)

Place of work
(REF: London)

Southeast 9.1 9.1
(0.9) (0.9)
Regions -11.9 -11.7
(0.8) (0.8)

Job
Parttime -10.8
(0.4)
Supervisor 11.4
(0.4)
Constant term 184.8 176.7 188.0 187.3
(1.3) (1.3) (1.5) (1.4)
n 49,376 49,376 49,354 49,354

Source: LFS. Notes: Source: LA$otes: Standard errors in parentheses. Coefficients and SEs are multiplied by one hundred.
Employed men and women, aged@4 not in fulltime education, in negraduate, A8 intensive occupations. Sample E in
Table25.
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The coefficients on the oweducation and nationality variables in TabR$0 and2.11 can be
interpreted relative to the reference category, but to calculate the effect of nationality and over
education together, the coefficients on the nationality variables aneéedueation varides

must be summed with the coefficients on the interaction term. Also, as the dependent variable
is the natural logarithm of the hourly wage, the antilog must be taken to get a precise percentage

interpretatiort.’

Before accounting for any differences imacacteristics, in the neA8 intensive occupations
analysed in Tabl2.10, overeducated workers overall earn an average wage premium of 21%,
while the average wage penalty faced by A8 immigrants in these occupations is 36%. There
appears to be no additial effect captured by the A8*oweducated variable, so, ignoring the
small and poorly determined coefficient on the interaction term, an-eukerated A8
immigrant in one of these occupations will earn 15% less than the reference individual, a
matched UKnational. As different characteristics are accounted for in the table, the positive
return to ovefeducation remains at around 20%, becoming 22% after introducing all the
controls, while the wage penalty faced by A8 immigrants falls to 28% on averalyenost

of the fall being accounted for by demographic and occupational characteristics. Thus we see
that the positive returns to oveducation are able to compensate in part for the wage penalty
suffered by A8 immigrants in these occupations, but thatwsnalty is of such a large
magnitude that, even after controlling for the characteristics here, suckedueated

immigrants in these occupations on average still earn 6% less than matched UK nationals.

The positive returns to ow@ducated immigrantsom EU15 countries in these occupations

are able to fully compensate for the wage penalty that they face. Before introducing controls,
recent EU15 immigrants in these occupations earn 14% less than UK workers on average, but
those recent EU15 immigrantshay are overeducated earn the oveducation premium of

21%, plus an EUXSpecific wage premium for oveducated workers of 25%. Overall, over
educated recent EU15 immigrants in these occupations earn an average wage premium of 32%.
After accounting for ie characteristics above, ovetucated EU15 workers earn a wage
premium of 33% relative to matched UK nationals, with the increase being largely accounted

for by their age and gender profile.

2T The equation to apply to each coefficient to get a percentage interpretation is (100*gxpihereb is the coefficient
of interest. Where multiple coefficiengpply they must be summed before the antilog is taken (for example, the percentage
wage effect for an ovezducated EUl8nmigrant would be (100*[exggk+bs+bs)-1]).
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In the noRAS8 intensive occupations analysed in TablE), mdached A8 immigrants face an
especially large wage penalty compared to matched UK nationals. However, the strong positive
returns to oveeducation can at least partly compensate for the wage penalties that immigrants
face in the UK. For oveeducated A8 immigrants though, these strong positive returns to-over
education are still not big enough to bring their average wages up to the level of matched UK
nationals’® Furthermore, it is the results of the wage equations represented in2Tidbtbat
reflectthee x peri ence of most A8 i mmigrants in the

intensived occupations.

In contrast to the occupations analysed in T&ul®, there appear to be very low positive
returtnstoovee ducati on in the 06 A8ysddntTabidl, ane he oc c up
positive return of 6% only appears after taking account of all the observed characteristics
above. However, the wage penalty faced by A8 workers is much smaller here, at 15%, and in
fact recent EU15 immigrants pay a similanglty of 17% on average, after taking account of
observed characteristics. The control variables still generally have-detetmined influence

on wages, but the size of the effect for each variable is much smaller. Age is really the only

factor in thes industries that seems to have a large andde¢dirmined effect.

The wage effects estimated in Taldd 1 f it wel | with the idea -
occupations are part of a O6secon-ddagationdreabour
available to workers of any nationality in these occupations, but wage penalties faced by
matched and ovexducated immigrant workers are much smaller at the same time. These wage
penalties may be smaller simply because most employers are bound by the IN&tionam

Wage in the UK, so there is a o0l ower boundéd
the highest wages paid in these occupations do not rise far above the average wages earned by

immigrants.

Figure2.4 presents the implied average wage differentials from estimating Equation 1 with the

full set of controlsforno’h 8 i nt ensi ve and A8 iIintensive occ
is a matched UK national who is male, age256 living in London, workindull-time, and in
anonsupervisory role. The 6matchedd bars for
representing the O0standard6é wage pedataieddf

bars can be considered the returns to surplus edadati each group.

28 The coefficients on the female*A8 interaction terms are positive and well determinetth ifiables2.10 and2.11, which
suggestdéemaleimmigrants earning similar wages to their male counterparts. This is an interesting finding and further
investigation in this area may be fruitful.
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Figure 24(a) shows large wage penalties for both immigrant groups, partly or fully
compensated for by strong positive returns to -@ekrcation, while Figur.4(b) shows
occupations where wage penalties for A8 immigrants are lesesbuéwhere there are almost

Nno compensating returns to oveducation available.
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Figure 2.4: Implied average wage differentials, compared to matched UK nationals

a) Non-A8 intensive occupations
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Source: LFS. Notes: Each proportion is a mean value, and bars represent 95% confidence intervals. Employed men and women,
aged 1664, not in fulltime education, in negraduate occupations. Samples D & E in Tabfe Sample sizes are slightly

lower as tle equations which produced these charts include thaedulbf control variables1=107,712 (NorA8 intensive
occupations), n= 49,354 (A8 intensive occupations).
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2.6 Conclusions

In this chapterl have presented the first quantitative evidence on the prevalence and wage
associations of ovexducation among A8 immigrants in the UK. | have estimated that 61% of
A8 immigrants in the UK are ovaducated for their jobs, and that very little of thiem®
education is explained by their observed characteristics. In comparison, | have estimated that
46% of recent EU15 immigrants in the UK are egducated, and that most of this over
education is explained by their age profile and geographical distmbuthave argued that

these results are driven by unobserved differences between the groups, arising from distinct
selfselection processes associated with the institutional context of the EU accession, and that

differential labour market discriminationay also play a part.

In nongraduate occupations, | also examined the association betweerdovation and
wages, and found that overall the ceelucated tend to earn more than their peers within each
nationality group, and that in some occupationstp@srewards to oveeducation can partly

or wholly compensate the oveducated for average immigrant wage penalties. However, the
majority of A8 immigrants work in occupations where penalties for immigrant workers are less

severe, and where oveducatim is barely rewarded with higher wages at all.

The costs of immigrant oveeducation are not onlgorneby the overeducagd individual
herself In order to capture the full gains from migration, it is in the interests of the host country
to make use of thskills and qualifications of the immigrant populatiBotential productivity
gains and higher tax receipts are lost if immigrants are employed in inappropriatenges.
noted the grand scale of the A8 migration. Thesdés associated with oveducaion in this

group of immigrants are therefore largeny policy changes that would help domestic
employers recognise qualifications from this region or help new migrants adjust to the UK

labour market could therefore be beneficial.
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3. How well does theduration of schooling capture the earnings

potential of immigrants?

3.1. Introduction

The gap in earnings between immigrants and natives with similar human capital characteristics
is a key indicator of labour market integration. Such immigrant wagdti@sneould raise
concerns about labour market discrimination and present problems for social cohesion, as well
as affecting the relative fiscal contributions of immigrants and natives. This area has

consequently received a large amount of scholarly aiteatross several different countrfés.

Estimating the conditional difference between native and immtigramings is complicated

by differences in the human capital endowments of the two groups. These differences can be
qualitative as well as quantibkae. For example, one might compare the earnings of immigrants
with those of natives with similar years of schooling. However, ealthtional year of
schoolingis unlikely to confer the samacrease inearningspotential for peoplavho have

studied in diferent education systems. This is partly because the quality of education varies
internationally, but also because the skills acquired in different systems are not always optimal
for the host labour markeand because domestic employers may discrimegaéest or not
recognise the value of unfamiliar education systerhe matter is further complicated by the

fact that many immigrants hold a mixture of domestic and foreign schooling. Parallel problems

exist when comparing the value of labour market @gpee held by natives and immigrants.

Friedberg (2000) addresses these problems by allowing the returns to schooling and experience
to vary depending on where they were acquired. Using data from Israel, she shows that both
schooling and experienaquired abroad receive a much lower return in the host labour
market, and that accounting for the origin of human capital can completely explain the average
conditional wage gap between immigrants and natives. The broad character of these findings
has sice been replicatenh several studies across different countr@sa{sberg and Ragan,

2002 Basilio et al., 2014: 1112; Sanroma et al., 2009).

29 See Algaret al.(2010) for a crossountry comparison.
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The Friedberg (2000) approach improves estimates of the conditional difference in earnings by
acknowledging bterogeneity in schooling and experience, but it does not allow for systematic
differences in the earnings potential of people with the same amount of schooling and
experienceThis is an important restriction, since, at any given length of schooling, déiner
several reasons why we might expect more variation in the earnings potential of immigrants
than that of natives. For example, there are international differencé® duration and
intensity of educational programmes, amthe exent of compulsorgchooling These factors

will both produce variation in the years of schooling held by immigrantssthat necessarily

reflected in their earnings ability.

Even within education systems, we know that people with the same endowment of schooling
can difer in their earnings potentidh fact, this issue has been acknowledged by researchers
in this area for several decadégelch wa bluntabout this in thémerican Economic Review

in 1975

Frankly, | find it hard to conceive of a poorer measure of the marketable skills

a person acquires in school than the number of years he has been able to endure
a classroom environment. My only justification for using such a crude measure

is that | can fird nothing better(1975: 67)

We | ¢ h 6 sismsot the schooling measure may hestified. For example, a large
international |l iterature on Osheepskin effe
associated with attaining qualificatigncondition& on years of schooling. Further, the

possibility of grade retentionn some countries means that individuals can take a different
number of years to complete identical educational programmeké&keandGarcia 2014).

Finally, within some education stems, particularly those with separate vocational
components, people can have identical years of schooling and receive completely different
levels oftraining (see my discussion in Appendix A3)

If these origincountry and individualevel factors produng additional variation in years of

schooling mean that immigrants are more heterogeneous in their earnings potential than natives

%The O6sheepskind refers to the material from which di
include Hungerford and Solon (1987), Jaeger and Page (1996), and Park (1999). For a more recent application
of the concept, see Bitzan (2009).
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with similar years of schooling, then the conditional wage gap between immigrants and natives
will be overstatedf only sctooling is accounted foHowever, accounting fagualifications

could help with this problem. Natives with similar years of schoolamgl the same
qualification level as immigrants are more likely to provide a meaningful comparison group.
Controlling for qualiications will mitigate the effects of differences in programme length,
compulsory schooling, and grade retention, as well as aéoguiotr any effects associated

with the completion of qualificatics) or differences in the level of training disguised by
identical programme lengths.

When comparing the returns to education for immigrants from different countries, Friedberg
(2000: 235)suggests that schooling received in richer countries will be generally of better
quality, since more resources can be devoted to education in these places. She also notes that
schooling received in countries with a similar level of economic developmértemnore
appropriate for the host economy. If each year of education from these more similar economies
is valued more highly, we can expeontrolling for qualificationgo have a smaller impaonh

the conditional wage penalt¥he less similar the ecomy of the home country, the greater

will be the impact otontrolling forqualifications

In thischaptey| seek to answer three questions in particular:

1. How does theimmigrantwage gap chage afteraccounting for the origin of human
capital?
How dcesaccounting for qualificationaffect theimmigrantwage gap

3. Does accounting for qualificatioragfect theimmigrantwage gap in different ways for

those schooled in different countries?

| use unique measurasthe Labour Force Survey (LF&) show that accounting for the level

of qualification held by immigrants, as well as the source and duration of schooling, causes
conditional wage estimates to converge substantially with those of natives. This convergence
in estimated wages appears ® @reater for those educated in countries with less similar

economies.

There is a sizable and lomgtablishedieneral literature in labour economics on the estimation
of returns to education (s€ard,1999. A large part of this literature has focadson coping
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with unobservedbility differenceswhich confound the relationship between edtion and

earnings, as well as error in the measurement of educBtiomoad |l y, oO6abi l ity ©bi
to inflate estimates of the returns to education, while measurement error is expected to depress
the same estimateSome authors have found evidence suggesting that these two biases
approximately cancel each other out (for example, Bonjour.,e2@03) with the result that
estimatinga standard OLS human capital earnings funot@m produceestimatesvhich are

comparable to those from more complex models which actively seek to correct for these biases.

My objective in this chapter is not tad to the disussion othow best to account for dity

bias and measurement error, but rathenighlight the potential difficulties associated with
comparing immigrant and native education, and the implicatiorsufa@stimates of the wage
gap.My emphasis is thefere on the comparative rather than the absolute returns to education.

As far as | am aware, this is the first study on immigrant wage differentials which uses
gualificationsto address heterogeneity in the earnings potentaple with the samemount

of domesticandforeign schoolinglt combines insights from the literature on the origins of
human capital which followed Friedberg (2008rdtsberg and Ragan, 2QMRasilio et al,

2014: 1112; Sanroma et al., 2009), with a smaller literaturenomii gr ant Osheepski
(Aydemir and Skuterud, 2004; Betts and Lofstr&d@00; Ferrer and Riddell, 2008), which
examines variation in the boost in earnings assedwaith holding qualificationd expand the
internatonal scope of these literatureg presenting edence from the UK, a relatively large
immigrant receiving countryithin the European Economic Area, an international region with
almost completely unrestricted movement of lab®te literature in this area has not covered
the UK to dateThe data enhance these contributions by providing a direct survey mefsure
gualificationsandtheir origin as well asllowing me to accourfor the duration and origiof
schooling and experience.

In the next section,discuss human capital and thermings differentigland in Sectior3.3 |
describe the data and key variables. In Se@idn model immigrant wagesnd in Section

3.5 | conclude.
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3.2The immigrant earnings differential andthe returns to human capital

3.2.1 The origins of human capal
We know that the origins of human capital are important for understanding immigrant earnings.
Following Chiswick (1978), studies seekingdstimatethe immigrant earnings differential

often used a modified Mincestyle wage equation. Equation (1) isetatively flexible variant:

110 | 00 0 "OOYOD @O f OO0 f OMOD f OML T O"YD
I OYO f 000 '00Y8 DY 1 000 00Yd DY
I 00 0 'O0YBOMD 1 "O0 0D 0O0Y&OM o
(1)

where w is the wage of individual IMMIGRANT is a dummy variable equal to 1 if the
individual was born abroad, ED is years of schooling, EXP is years of potential labour market
experience, a®sidn&& Mmhi issttéampanto Zro for the native born)

If the interaction termsare uncentered); gives the averaglg wage difference between a
newly arrived immigrant and a native, where both have yesos of schoolingnd zero years
ofpat ent i al | abour , amdbe dive the returns ®ducagona re d, arfiibs
give the returns to potential labour maré&rperience.rl the absence of unobserved differences
bet ween i mmi gandbngive toeadiecatr whish,imnfigrawages converge with
those of the native born. The interaction termthe version | have presentalibw returns to
years of schoolingnd experience to vary for immigrants and natives, amdtfadratic terms
allow the returns to educatioexperienceand yearsince migration to increase or diminish

Even with the flexidity offered by the interactions t he i nt e asphee@drrangsi o n
difference between a native and an immigrant with similar human capital characteristics
depends on the assumption tha education and experience accumulated by immigrants is
comparable to that of natives. Model (1) does not allow the returns to these investments to vary
depending on their origin. However, such a restriction does not asedirdith the standard
theoretical understanding of the labour market assimilation process, whereby the wages of
immigrants converge with those of natives through a process of host country human capital
accumulation, and home country human capital adaptaiChiswick, 1978: 89903;

Skuterud and Su, 2012: 1)1Weither does this restriction fit well with what is typically
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observed in the data. Friedberg (2000) suggests a form of the immigrant wage equation which

takes account of such difficulties, sinmita equation (2§
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where donastic and foreigryears of schoolingind potential labour market experience are
separatedand the domestic terms are interacted with the immigrant dummy to allow returns to
vary for immigrants and nativé$The oOYears since migeiathis ondo t
specification, since, by constructidar natives it is zero, arfdr immigrants it is eitheexactly

equal todomestic experience, or to the sum of domestic experience and domestic education

The practice of forcing the model (1) restriction @turns to domestic and foreign human
capital has not vanished, but it is now more common to see the two components separated in
models of immigrant earnings (recent examples include Basilio et al, 2014; Sanroma et al,
2009; Clark and Lindley, 2009; ard/demir and Skuterud, 2005). The majority of #tedies

using models similar to (2)aveshown thatyears of schoolingcquired abroad attract lower
returns in the host labour market than those acquired domestically, and that years of potential
experiencen foreign labour markets seem hardly to be valued at all. This lower valuation of
human capital acquired abroad is generally attributed to international variation in the quality
of education, the suitability of skills acquired abroad for the host labmanket, and

discrimination.

3In her \ersion, Friedberg (2000) also allows for complementarities between foreign and domestic schooling
and experience.

32 The foreign education and foreign experience terms are not interacted with the immigrant dummy, since they
are zero by construction for tinative born.
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3.2.2 Qualifications and years of schooling

Although theFriedberg approach reflected in model &8presses heterogeneity in the origins

of human capital, iuses only theyearsof domestic and foreigschooling tocapture the
relationship between education amdgesHowever, as | note above, this representation does
not accord well with what we know about differences in international education systems. One
indicator that years of schooling may be failing to account for éiffegs in the true human
capital endowments of natives and immigrants is the relative dispersion of average years within
a given qualification levelFigure 3.1 shows thealispersionof years ofschooling by highest
gualification for thenativeand foreign born in my samp(egive further details on my sample

in the next section)Thedots represent the mean years of schooling at each qualification level,

and the linesepresent one standard deviation either side of the mean.

Figure3.1 showghat the dispersion of years of schoolinglisaterat every qualification level

for immigrants.For example, allowing for one standard deviation either side of the mean,
completing a UK higher degree takes between 14 and 22 years of education forldoraign

men, compared to between 14 and 20 years for UK born men. Foreign born women with no
gualifications have between 7 and 14 years of education, compared to between 10 and 11 years
for UK born womenFerrer and Riddel (2008: 194jake a similar obseniah using Canadian
data.The UK bornin my samplealso have a lower averagears of schoolinghan the foreign

born at almost every qualification level. $idecond point may be a Wpecific phenomengn

since the majoqualificationstend to be awardedtar slightly feweryears of schooling in the

UK than elsewhere, but it also reflects the more general difficulties associated with

comparisons of years of schooling acquired in different systems.
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Figure 3.1: Dispersion ofyears of schoolindy highestqualification, by gender and origin
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Source: [ES 20112014. Notes: Error bars represent one standard deviation either side of theSaraafe consists of
employed men and women, age@4 who are not in fultime education. n= 110,118 (52,669 men and&3 women).

3.2.3 Accounting for the origins of human capital andqualification s

Given the importance of the origins duman capital and qualificationsny favoured

specificdion in this chapter is model (3):
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where HIGHESTQUAL is a vector of five dummiespresenting qualification level 6 UK

hi gher degreeod,

O6For ei

gn

d e qualifecationbelow debreev e 6 ,

| evel 6, qudifircationbetow #legreé e v(ledisobiss the construction of these variables

75



in Section3.3). These terms are all interacted with the immigrant dummy, to allow their returns
to vary for natives and immigrants. People withqualificationsact as the reference group.
Note that his model includes both continuous measures of domestic and foreign education, as
wel | as dummies for highe sst oguaba the returcsatd i o n .
qualificationsafter accounting for schooling aistdoz:sblve the difference ithese returns
for i mmi gr aninevgaeas the aveaagae wage slifferebce between a newly arrived
immigrant and a native with zergears of schoolingno qualifications and zero years of
potential labour market experience.

3.2.4 A note on themodels

All three of the models | have described in Sec8@nare relatively parsimonious. The object
of estimating them is not to maximise the proportion of explained variance in wages, but rather
to see how different representations of the human cagiddwment are associated with
different estimates of immigrant and native wadesvitably, excluding otherariableswvhich
may influencebotheducation and wages raises the possibility of omitted variableaid$or

this reason | caution against tierpretation of the estimates | present as ca@idler
relevantvariablesmight include region, job tenure, or marital statiswever, stimating these
models in their simplest possible foshows the direction in which wage estimates could be
affectal by the representation of human capitad@vments, and gives some sen§¢hese
size of these effects.

The models are also sep in a slightly unusual way, in that the interaction terms are
uncentered, so the coefficients of the immigrant dummy Vasatpve the estimated wage
differential for an individual without any human capital endowment, rather than the difference
between immigrants and natives with average education and experience. | hapehset
models like this in order to make the immigr@ummy comparable across all three models,
but | should caution against hasty interpretation, since no immigrants or natives in the sample
have this profile. 1 will show wage estimates across different human capital endowments in
Section3 4.
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3.3Data

3.3.1 How do we know about the human capital characteristics of immigrants and the
native born?

To estimate these models, | use data drawn froniE&over 20112014. | create a cross
sectional sample using Wave 1 of the survey, and expand the numbdivafuals in the
sample by including observations from Wave 5 where Wave 1 has been,arssbdre wage
information has not been available in the first wdvestrict the sample to employed men and
women on whom | have wage information, who are agéddsn 16 and 64, and who are not
currently in fulttime education or seémployedl do not restrict the sample on years of stay,
although the LFS is thought to uneepresent recently arrived immigrants, since it is a

household survey and does not cos@mmunal establishments (ONS, 2011: 10).

The LFS has not captured foreigualificationsvery effectively in the past. Indeed, until

recently, norUK qualificationsat al | | evel s wequalificatidnsanslengf i ed &
the task of comparingmmigrants with similarly qualified natives wedifficult (see the
discussiornin Manacordaet al, 2006:22-24). However, in the first quarter of 2011, a new set

of questions was introduced in order to capture foregugalificationsmore effectively (see
AppendixB1).

The new qualification questions are multiple choice, but do not list most foreign secondary
level qualificatiors. |l nstead, respondents are asked if
one in the standard domestic structurgualificatios Responses are then mapped onto a single

variable which combines both domestic and foreign highesificationsnto these categories:

1. Degree or equivalent

2. Higher education below degree level
3. GCE, Alevel or equivalent

4. GCSE grades A€ or equivalent

5. Otherqualification

6. No qualification

7 . Donot know
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| use this information in combination with a question on whether the highest qualification was
attained in the UK or abroad, and a question onhigikerdegrees, to separately idegtthe

following groups by highest qualification:

No qualifications

UK qualification below degree level
Foreign qualification below degree level
UK qualification at degree level

Foreign qualification at degree levet above

o g s~ w bk

UK qualification at higher degree level

These groups all contain both UK and foreign born respondents.

The O6bel ow degree | evel 8 qualification group
0 GCEl ewvel or equi val-€artduiyaleth & C& ik dqgafifi@atidedd r A *

lose some variation by grouping these responses, but | do so because | suspect a sizable part of
this variation in the immigrant group is spurious. Giving responses that fall into any of the first

three categories would reigel a relatively advanced familiarity with the UK education system,

which some proportion of the foreign born population will not possess. Further, even for those

with a good understanding of what thegalificatoreme an i n t he UK, 6equi
ambi guous concept. For exampl e, the UK is L
compul sory schoolingé exams at age 16, i n tF

A

identify an O6equivalentd of -ledvingeamsoftemakay ot h
place at age 18. The UK also itself lacks obvious equivalents of many stguoddifidations

in other countries, particularly more advanced vocatiqoalificatiors. | therefore judge that

the assignment of immigrants to one of skeparat below degree level categories would seem

somewhat arbitrary, and many equally qualifi
category.
My o6bel ow degree | evel 6 cat e ggoalficatiandrepastedr e qui r

as O0ot lbelow degreerlegel. This seems a reasonabfimptionas a degreéevel
qualification acquiredabroad would presumably be identified as such, regardless of the

particular €lucation system in which it was earnékhis assumption is supported by the
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evidence | present in Appendix B whi ch s howsgears df schoalime rcafge 6
respondents who report each qualification, and also reports the results of robustness checks
whi ¢ h e x c bualificatiorsaitagétrer. 6

The data allow me to identify bothK and foreign born respondents who hold a higher

degree, but do not allow me to differemgighose with a foreign highdegree from those with

other foreign degrees. This means that the returns to the UK and foreign degree categories are
not strictly comparable, since the foreign degree category will also contain some unknown
proportion who holdhigherdegrees. | judge that the most important comparison ichiister

is between individuals with the same level of qualification, rather than betweeettinns to
different qualificatiors, hence my decision to include UK degrees dmgher degrees
separately?

I al s o gyeanseof schoelinga vari abl e, based on the re
completed fult i me educati ono.arri¥ed n the Ukmat age % or blder, Wwh o
adjust the variable for different school starting ages baséideamreported country of origin,
usingt he tables in World Bank (2015). I cal ci
subtracting t h &ull-td Argee  ecdauncpalt e toendd from the r
immigrants, | split both these variables into UK and foreign components based on the

respondentds reported year of arrival to th
bor n, Yearsotschplingd and experience are not possib
My i nformation on wages comes from the O6ave

calculated from the gross weekly pay reported by the respondent in their main job in the week
ending the previouSunday. Gross weekly pay is divided
regular work plus their usual paid overtime. | exclude respondents who report earning more

than £99 an hourna those who report zero wages.

When considering the wages and human ebmharacteristics of immigrants relative to

nati ves, It is worth recalling that the I mmi
33The LFS has a relatively broad definition of degiree v e | qgualification, including O6NVQ |
6Level 8 Certificated, OLevel 7 Diplomab, o6Level 7 Certi fi

60¢eh degree@2M@ONS, 2012
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generally expect that stock to be favourably-selected on labour market characteristics at
the point of entrysince the costly migration process is more appealing for those who are most
able to recoup on the labour market (see Chiswick, 1989\ ever, the degree of this self
selection will vary by origin country, and motive for migration (S#®pter 4 The stock is

also likely to be selgelected in some way on outflow, since a-nammdom subgroup of
immigrants will move home after some time or move on to other countries. Whether selection
on outflow is favourable or unfavourable is less certain (see Dustam@hWeiss, 2007). Given
favourable selectivity on inflow, one might expect immigrants to outperform comparable
natives. However, depending on the selectivity of outflow, this advantage could either be

amplified or attenuated.

3.3.2What are the human caital profiles of immigrants and the native born in the
sample?

Table3.1 gives an overview of th&ragesand human capital characteristics of the UK and
foreign born inthe sample. The first two rows show mean and median hourly wages. Foreign
born men appe to have a more positively skewed wage distribution than the UK born, earning
around 36 less at the mean, and andul3% less at the median. The distributions of female
wages for immigrants and the UK born are clastareign born women earn around 4%

at the mean and?2 less at the median. The administrative data presented by Lemos (2013:
341-342) suggest that average immigrant and native wages in the UK are closkefishR S

data suggest (with immigrants earning less than natives at the lodttbenwage distribution,

a similar amount in the middle, and more at the t@his may reflect a lower level of
accuracy in the LFS wage data, though it could also be because the data used by Lemos refer

to an earlier time periot?

34 Lemos (2013) uses the Lifetime Labour Market Database (LLMDB), which is a large random sample linked
to National Insurance records. | assume it gives a more accurate representation of the immigrant and native
wage distribubn in the UK than the LFS, but it does not contain education information, and therefore could not
be used to address the research questions in this chapter.

35The data used by Lemos (2013) only capture the first two years of the period of great clia@ge in
composition of the UK immigrant workforce which began with the EU accession of eight Central and East
European countries in 2004 (see Blanchfloaed Shadforth2009; Clark and Drinkwater, 2008). It is equally
plausible that this change in the comigioa of the immigrant workforce altered the distribution of immigrant
wages in the UK.
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Table 3.1: Wages experienceyears of schoolingand highest qualification, by gender and

origin

Men Women
UK born  Foreign born Total UK born  Foreign born Total

Wages (£/h)

Mean wage 141 13.7 14.0 11.2 11.6 11.3

Median wage 11.6 10.1 114 9.2 9.0 9.2
Potential labour market experience (mean)

UK experience 23.9 13.2 225 23.7 13.8 225

Foreign experience 0.0* 5.8 0.8 0.0* 5.4 0.7

Total 23.9 19.0 23.3 23.7 19.2 23.2
Years of schooling (mean)

Of which UK education 13.0 31 11.6 13.0 29 11.8

Of which foreign education 0.0* 11.2 15 0.0* 11.2 1.4

Total 13.0 14.3 131 13.0 14.1 13.2
Years since migration (mean) 0.0* 16.6 2.2 0.0* 17.2 2.1
Quialification(column %)

UK higher degree 8.6 10.9 8.9 9.3 10.1 9.4

Foreign degree or above 0.3 22.6 3.2 0.2 24.7 3.2

UK degree 18.9 8.7 17.6 19.8 10.1 18.6

Foreign qualification below degree levi 0.2 26.7 3.7 0.2 25.6 3.3

UK qualification below degree level 65.6 22.2 59.8 64.3 23.1 59.2

No qualifications 55 8.4 5.9 55 6.1 5.5

Mi ssing/ Don6t kno 0.9 0.4 0.8 0.8 0.3 0.7

Total 100.0 100.0 100.0 100.0 100.0 100.0
n 45,617 7,052 52,669 50,339 7,110 57,449

Source: LFS 201:2014. Sample consists of employed men and women, a§é,16ho are not in fultime educationWages
are at January 2011 prices: 110,118 (52,669 men and 57,449 wom&Ry. construction, the UK born cannot hold foreign
experience, foreigryears of schoolingor years since migration.

These relatively modest differences in unconditional average wages reflect both differences in
characteristics, and in returns to these characteri§tidswill briefly describe thedifferences

in characteristics here, before addressing returns to these characteristics in the next section.
Broadly, immigrants arkess experienced but much more highly educated than the U%orn.

The division of this education and experience into UK fameign components is shaped by

3¢ The Oaxacadlinder method is often used to decompose such wage gaps, but | have not found it the most
intuitive way to present arpanedasselativelyssmalleTreecragamapin ce t he
smalldespite the fact that immigrameseeive much lower returns to qualificatiomecause the immigrants in

the sample tend toebmuch better qualified than the native born.

37 This modest gap is at theean of the wage distribution, and there may be greater wage differences at other
points. See Dustmann, Frattini and Preston (2013).

38 Immigrant men and women are around three years younger than natives on average, which partly explains this
difference in ptential labour market experience (the other factor is that they have more years of schooling on
average, since by construction potential labour market experience is equal to age minus age comileted full
education). This does not explain the highealifjaations of immigrants.
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the fact that around a third of the immigrants in my sample arrived either before thméull
education was completer in the same year. By construction, this group cannot have foreign
labour market experience, but ynaave some UK education, and may hqlalificationsfrom

the UK or abroad.

Foreign born men have an average of ard(d less potential labour market experience than
the UK born in total, and5% of this is from abroad. In line with what we saw in Fg8.1,

they have an average 8% more years of schooling, though most of this is from abroad. In
total, over40% of foreign born men hold some kind of tertiary qualification, and around half
of these were attained abroad. This compares to B®ernf UK born men holding either a
degree ohigher degreealmost nonef which were attained abrodeéoreign born women have
around20% less labour market experience than UK born women on averagéQ@af this

is from abroad. They have an average of ardit8d more years of schooling, and neatto

of foreign born women hold some kind of tertiary qualification, with half of these attained
abroad. This compares to un@& of UK born women with either a degreehagher degree

As with UK born men, almost noative born women haveir highestqualification from

abroad.
3.4 Results

3.4.1 All immigrants and natives

Table3.2 shows the results of estimating equations (1),d89,(3) for men and womenAll
results in the table are multiplied by 10@ble 3.3ummarises the average returns to education
and experience for natives and immigrants calculated from models (1), (2), and (3).
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Table 3.2: Results from models (1), (2), and (3) (all immigrants and natives) (all

multiplied by 100)

Men Women
(1) (2) (3) (1) (2) ()
Origin
Foreian born 81.6 114.2 95.0 88.3 103.8 72.9
(7.5) (6.5) (6.7) (6.6) (5.9) (6.1)
Schooling
Years of ed 18.7 18.5
(0.5) (0.4)
Years of ed2 -0.3 -0.3
(0.0) (0.0)
Immiarant*vears of ed -8.4 -8.9
(0.9) (0.7
Immiarant*vears of ed2 0.2 0.2
(0.0) (0.0)
UK vears of efllO 187.2 111.7 184.7 106.5
(5.1) (5.2) (4.4) (4.4)
UK vears of ed20 -3.3 -2.2 -2.9 -1.9
(0.2) (0.2) (0.1) (0.1)
Foreian vears of €0 65.0 20.1 87.8 46.3
(5.2) (5.4) (4.9) (5.1)
Foreian vears of ed20 0.2 0.3 -1.1 -0.6
(0.2 (0.2) (0.2) (0.2)
Immiarant*UK vears of ed0 -107.1 -84.3 -123.5 -79.7
(7.3) (7.5) (6.8) (6.8)
Immiarant*UK vears of edd0 3.1 2.3 4.0 2.7
(0.3) (0.3) (0.3) (0.3)
Experience
Exo/100 562.0 391.3
(7.1) (6.5)
Exp2/100 -8.8 -6.1
(0.1) (0.1)
Immiarant*Exp’100 -261.9 -197.9
(21.8) (19.9)
Immiarant*Exp2100 3.4 2.6
(0.5) (0.4
UK expn/100 562.0 545.1 391.3 366.5
(7.1) (6.9) (6.5) (6.2)
UK exp2100 -8.8 -8.6 -6.1 -5.6
(0.1) (0.1) (0.1) (0.1)
Foreian exi00 153.6 139.0 55.1 87.7
(25.4) (24.6) (22.6) (21.7)
Foreian exp2L00 -3.3 -2.9 -1.3 -1.9
(0.9) (0.8) (0.8) (0.8)
Immigrant*UK exp'100 -233.9 -250.9 -34.3 -55.7
(20.7) (20.1) (19.2) (18.7)
Immigrant*UK exp2100 3.8 4.3 0.1 0.7
(0.5) (0.5) (0.5) (0.5)
Years sincemigration
YSM/100 89.7 172.7
(16.0) (15.2)
YSM2/100 -0.4 -2.0
(0.3) (0.3)
Qualifications
UK OBDL 25.3 19.9
(1.0) (0.9)
UK dearee 55.7 51.3
(1.3) (1.1)
UK higherdearee 63.4 66.3
(1.5) (1.3)
Foreian OBDL 334 26.6
(5.7) (4.9)
Foreian dearee 54.4 58.0
(4.7) (4.8)
Immiarant*UKOBLD -0.6 -5.5
(2.7 (2.8)
Immiarant*UK dearee 4.1 -3.2
(3.5) (3.3)
Immigrant*UK higher dearee 9.8 -5.6
(3.4) (3.3)
Immiarant*foreian OBDL -19.5 -21.6
(6.1) (5.5)
Immiarant*foreian dearee 10.0 -15.4
(5.5) (5.5)
Other controls Yes Yes Yes Yes Yes Yes
(Constant) -8.5 -8.5 38.8 -11.5 -(11.5) 43.7
(4.0) (4.0) (4.1) (3.5) (3.5) (3.5)
R? 255 255 30.5 23.2 23.2 29.7
Source: LFS, 201:2014. Notes: Source: LFS 202014.St andar d errors in parentheses.

employed men and women, age@4 who are notin fult i me
includesindividual dummies for each year of UK and foreign schooling between 10 and 20 years, as well as one durigdes &nd another for 20 years

education.

60t her

control so

ar &Moyetda r

dummi es

or more. The UK year of schooling dummies are also interacted with the immigrant dummy. These resultepoetedtn= 110,118 (52,669 men and 57,449

women).
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Table 3.3Summary of average returns to education and experience calculated from

models (1), (2), and (3) (all immigrants and natives) (all multiplied by 100)

Men Women

1) 2 (©)] 1) @ (©)]
Schooling
Natives
Returns to education 105 105 55 11.3 11.3 5.9
Returns to experienct 1.5 15 1.5 1.1 1.1 1.1
Immigrants
Returns to education 7.6 6.8
Returns to foreign education 7.2 2.9 6.0 3.1
Returns to UKeducation 7.6 3.1 9.3 4.9
Returns to experienct 0.5 0.3
Returns to foreign experience 0.0 0.0 -0.1 0.0
Returns to UK experience 1.0 1.0 0.8 0.8

|l should first address results associated wi
which are shown in Table 3.Zhese coefficients appear to suggest thalermmmigrant wages

rise 1% per year relative to those of natives, while female gnami wages rise by 2%.
However, since there are no controls for immigrant cohort in this model, this apparent rise in

wages over time could also represent changes in cohalityg(as noted by Borjas, 1987

The first column of Tabl&.3 shows the results from model (1), which constrains education
and experience to be worth the same regardless of whether they were accumulated domestically
or abroad. The returrte each year of schooling in this model ad86 for both native born

men and wmenat the sample meanompared t&% for foreign born men and% for foreign

born womer?® The returns to experience &% and1% for native born men and woman

the sample mearompared td% for immigrant menimmigrant women have a retuof just

0.3%to potential labour market experienédl. these differences are statistically significant at

conventional levels.

The estimated conditional earnings gap between immigrants and natives is large and positive
in this model, at around 125% for immigranén and 140% for immigrant women. As | noted

above, the immigrant dummy here gives the wage differential for an individual without any

®These returns can be calcul at etd( 2 rbXm Twklhbe DH. 2 by t a
coefficient on 3iytheacoeficientfon its sqghaoepahd Xrisghe sample mean value. For
immigrants,thie quati on i s adjusardl o take account of b
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human capital, rather than the difference between immigrants and natives with average human
capital characteristics. Naish individual exists in the sample, so it is more informative to
evaluate predicted wage differences at higher values. Since the returns to education and
experience are much lower for immigrants than natives, the initial large wage premiums for
immigrantsdiminish and turn negative as education and experience increase. For example, with
education and experience at their sample mean values, the predicted wages of male immigrants
are 29% below those of natives, and those of female immigrants are 26% lawéndke of

natives (where male sample means are 13.1 years of schooling and 23.3 years of experience,
and female sample means 13.2 and 23.2 years). These wage gaps are larger than those reported

in Table 3.1, since immigrants tend to be above the sangde on schooling.

How does the immigrant wage gap change after accounting for the origin of human capital?
The second column of Table33summariseghe results from model (2Both years of
schoolingand experience attained abroad are worth less thaa #uguired domestically, and
those acquired domestically are worth less for immigraitthe sample mean, the returns to
each year of foreign education are 5% lower than each year attained in the UK for immigrant
men, and 35% lower for immigrant womeBiompared to natives, the returns to domestic
education are about 28% lower for men and 18% lower for women. These differences are all

statistically significant at conventional levels.

The returns to potential labour market experience follow a sipaléern to tk returns to years

of schooling. At the mean level of experience, the average returns to each Yeaigof
experiencare close to zero for immigrant men, and slightly negative for immigrant women.
Compared to natives, the returns to domseskperience are around a third lower for both

immigrant men and women.

This evidence on the relative returns to domestic and foreign human capital endowments for
immigrants and nativesompkements that from several other countries, including Israel
(Friedberg, 2000: 233), Germany (Basilio et al, 201412}, and Spain (Sanroma et al., 2009:
13-14). As | noted above, the lower returns to education and experience for immigrants may
reflect that immigrants are at a disadvantage in cotggegific skills,that their education is

of a lower quality, or that they are facing labour market discrimination. The fact that even

85



domestically educated immigrants receive lower returns suggests that discrimination or other

unobserved disadvantages are likely to bectofa

Since the predicted wage gap varies over the duration of schdalsggthe results from model

(2) to plot the predicted hourly wages of three representative individuals with different
endowments of domestic and foreign education in Figiee The three different lines
represent: (a) a UK born individual with varying endowrsenit domestic education; (b) a
foreign born individual with varying endowmentsidoimestic education; and (c)aéign born
individual with varying endowments of foreign exdtion. | hold UK and foreign experience

at their sample mean hus.

The representative male immigrant with no years of schoolinguma&sarnings advantagé

124% over natives, but, as in model (1), this advantage diminishes and disappears as education
increasesFor the representative male immigrant with only domestic schogbireglicted

wages are 7% below those of the representative native at sample mean end¢2ieyesirs

of UK experience, 0.8 years of foreign experien€®y the male immigramith only foreign
schooling the expected wage gap is bigger, earning 18% less at theNuotathat in both

these cases, the mean wage penalty is substantially smaller than in model (1), where the returns
to domestic and foreign human capital are consthio be the same. This suggests that part

of the penalty observed in model (1) was attributable to the lower returns to foreign schooling

and experienc®

Female immigrants with no years of schooling and average expef@bé&eyears of UK
experience(.7 years of foreign experiendggve an earnings advantage over natives of 162%.

For the domestically educated representative immigrant, predicted wages are 3% above those
of the native at sample mean endowments, and for the foreign educated, predisscrga

1% above. For females, who faced a substantehn wage penaltyn model (1), simply
accounting for the origin of human capital has caused the sign of the mean wage differential to

change. As for men, this can be attributed to the lower retufossign human capital.

40 Many immigrants have a mixture of some UK and some overseas schooling (see Clark and Lindley, 2009).
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Figure 3.2: Predicted hourly wageby origin and years of schooling
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Source: LFS, 2012014. NotesSample consists of employed men and women, agel1&ho are not in fultime education.
Reference persohnas the sample mean years of domestic (22.5 for both men and women) and foreign (0.8 @or foen
women) potential labour market experience. n= 110,118 (52,669 men and 57,449 women).
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The third column of Table 3.summariseghe results from estimating model (3), which
includes controls for domestic and foregmalificationsas well as foyears of schoolingnd
experiencel continue to differentiate schooling and experience by origintf@dontrols for
qualificationsl use are also differentiated by origin. Any retutmsjualificationan this model

can be attributed to heterogeneity in the productive characteristics of people who hold the same

amount of schooling and experierfée.

The returns to years of schooling fall model (3), since they now represent the returns to
education within the broad qualification categories | have introduced to the Mbeekturns

to a year of domstic schooling falls by nearly hdlir native bornrmenand womenby 60%

for immigrantmen and by nearly half for immigrant women. The returns to foreign schooling
fall by the same proportion for immigrant men and woniwever, the difference in returns

to domestic and foreign education remains statistically signifidéuetproportion ofvariance
explained by the inchled independent variables alsises after including qualificdon

dummiesfrom around 25 to 30% for both men and women.

The coefficients on thegualification dummies are large and we#termined at all levels for
both menand women. Usig the results from model (3), Figure 3I3ows the association of

each qualificatiotevel with earnings for immigrants and the native born.

41 A signalling interpretation would be thiditese returns to qualificatiopsrtly reflect the productivity signal of
holding a qualification, as well as variation in actual productive characteristics. However, there is no way to
differentiate the signalling power of a qualification from its actual productive value. See WeiSkf(iro®
summary of the debate.
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Figure 3.3 Relative change in log hourly earnings associated with eagctalification level

after conditioning on years of schooling (from model 3) (all x100)
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Source: LFS 201:2014. Notes: Error bars represent 95% confidence interval. Sample consists of employed men and women,
age 1664, who are not in fultime education. n= 92,691 (44,310 mend 48,381 women).

Within the male immigrant group, there is no statistically significant difference between the
returns to any of the tertiayualificatiors, domestic or foreign, but UKualificationsbelow
degree level are worth more than their fgreequivalents. Among immigrant women, there is

no statistically significant difference between the returns to UK and foreign degrees, or
between the returns to domestic and foreggralification below degree level, but higher

degres from the UK are wortlsignificantly more than otheualifications

Some authors have dad evidence that qualificatiorsse associated with a bigger earnings

boost for immigrants than for natives, and attributed this to an immigrane ci f i ¢ 6 s hee
e f f eBetts and Lastom, 2000; Aydemir and Skuteru2Q04; Ferrer and Riddell, 2008).

Ferrer and Riddell (2008: 191) suggest that this is because foreign years of schooling may be

a less informative signal of productivity to domestic employers relative to holding a
qualificaion, that minority groups may receive greater returns to higher productivity signals,

or that productivity differences between those with and without qualifications may be greater

among immigrants. There is only weak support for this hypothesis hereafags boost
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associated with holding a higher degree from the UK is around 15% bigger for immigrant men
than for nativesimmigrant men receive substantially lower returns to forepgalifications

below degree level, but recall that only 0.2% of the bén in the sample hold such
gualificatiors, so this difference is not especially meaningfalmale immigrants earn less than
natives with foreignqualification below degree level, and foreign degrees are worth
substantially less for immigrant women thiamm the UK born, butigainthe UK comparison

group in both these instances is very small.

How dces accounting for qualificationaffect the immigrant wage gap?

Table 3.1 showed that the distntion of highest qualifications different for immigrantand

natives, and Figure 3.3 illtrates that qualificationare strongly associated with earnings
differences after accounting for schooling and experience. Givenrésdes accounting for
gualificatiors should reduce the conditional expected earngays between immigrants and

natives. In Figure 3.4, | use the results from models (2) and (3) to show the predicted % wage

gap over years of schooling, both before andraiccounting for qualificatits. As before, |

hold UK and foreign experience attheia mpl e mean values. The Or e
here has only foreign schooling, aimd the case where qualificatiorsse included, both

immigrants and natives have the sample average level of qualification.

At every point in Figure 3.4 except whehetines cross, the absolute % gap in predicted wages
between natives and immigrants is smaller in model (3), which accounts for qualiicAtion

the sample mean values of schooling and experience, the male immigrant wage penalty is 3
percentage pointsl{%) lower. For men, the change in the differential is similar across the
schooling distribution. For women, the immigrant wage premium is unchanged at the mean
after accounting for qualificatien but the differential changes substantially across the
schmling distribution. The difference is 8 percentage points (44%) lower with schooling one
standard deviation below the mean, and the 5 percentage points (46%) lower with schooling

one standard deviation above the mean.

Introducing controls for the level glalification increases the proportion of variance in wages
explained by the model, and causes immigrant and native wages to converge across the
distribution of schooling. These results are consistent with a higher degree of heterogeneity in
the productie characteristics of immigrants with the same endowment of schooling and
experience. As | have noted above, this can partly be attributed to additional variation in years
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of schooling among immigrants produced by individieakel differences associated fwit
attaining qualificatios, grade retention, and level of schooling. However, | also noted that
additional variation in years of schooling could be produced by differences associated with
broader characteristics of the education system in the immigramnt country, and | turn to

these differences in the next section.
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Figure 3.4: % Dfference with native predicted hourly earningsby years of foreign
schooling, with and without controls for qualificatiog(models 2 and 3)
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SourcelFS, 20162014. Notes: Reference person has the sample mean years of domestic (22.5 for both men and women) and
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3.4.2Variation by international origin

Table 34 shows the average @es and human capital characteristics of immigrants from five
broad regions of the worl d: the OA86 <countr
countries (for comparison, the equivalent figures are also listed for the UK*b&@madly,

those fran the Americas and the EU15 countries are paid more than the UK born on average,
those from Africa and Asia earn a similar amount on average, while A8 immigrants stand out

as having particularly low wages compared to the UK born and other groups. Thisatpou

has particularly few years potential labour market experience in the UK or abroad. The years

of schooling are similar across different immigrant groups, but the Americas, Asia, and the
EU15 countries stand out as having a high proportion of pedghedegreesThis is partly

because of the relatively high proportion of people from these countries with UK degrees.

“2The O60A80 countries are those eight that joined the E
Republic, Estoni a, Hungary, Latvi a, Lithuani a, Pol and
pre2004EU members: Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy,

Luxembourg, Netherlands, Portugal, Spain, and Sweden.
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Table 34: Wages, experienceyears of schoolingand highest qualification, by gender and

international region of origin

Men
UK A8 Africa Americas Asia EU15

Wages (£/h)

Mean wage 14.1 8.7 14.5 16.4 13.1 16.9

Median wage 11.6 75 11.6 13.7 9.7 13.4
Potential labour market experience (mean)

UK experience 23.9 55 15.5 15.8 13.6 15.7

Foreign experience 0.0* 7.6 59 5.7 5.7 4.3

Total 23.9 13.1 21.4 21.5 19.3 20.1
Years of schooling (mean)

UK education 13.0 0.3 3.3 4.6 2.8 4.7

Foreign education 0.0* 12.9 111 9.9 11.9 9.7

Total 13.0 13.1 14.3 14.5 14.8 14.4
Years since migration (mean) 0.0* 5.8 19.2 21.0 16.7 21.3
Qualification level(column %)

UK higher degree 8.6 0.8 13.5 13.0 14.4 11.8

Foreign degree or above 0.3 16.3 17.0 26.8 26.6 26.0

UK degree 18.9 0.9 14.6 11.5 8.0 9.6

Foreign qualification below degree level 0.2 59.2 23.4 17.8 20.7 16.3

UK qualification below degree level 65.6 10.7 26.4 26.4 19.9 29.4

No qudifications 55 11.7 4.9 4.2 10.0 6.4

Mi ssing/ Dono6t know 0.9 0.3 0.3 0.4 0.4 0.5

Total 0.9 0.3 100.0 100.0 100.0 100.0
N 45,617 1.185 1.275 523 2,274 1,186

Women
UK A8 Africa  Americas Asia EU15

Wages (£/h)

Mean wage 11.2 7.8 11.8 14.0 11.3 13.3

Median wage 9.2 6.8 9.6 11.6 9.1 11.3
Potentiallabour market experience (mean)

UK experience 23.7 6.3 16.0 18.7 14.1 16.3

Foreign experience 0.0* 6.8 6.2 4.8 5.7 34

Total 23.7 13.1 22.3 23.6 19.9 19.7
Years of schooling (mean)

UK education 13.0 0.4 3.6 4.2 2.8 39

Foreign education 0.0* 13.2 9.9 10.0 115 10.8

Total 13.0 13.5 134 14.2 14.3 14.7
Years since migration (mean) 0.0* 6.7 20.0 23.4 17.3 20.9
Qualification level(column %)

UK higher degree 9.3 1.7 9.3 14.7 11.4 13.7

Foreign degree or above 0.2 275 13.6 25.4 28.0 26.1

UK degree 19.8 2.6 16.0 12.6 8.9 11.6

Foreign qualification below degree level 0.2 48.0 24.2 11.3 24.7 16.1

UK qualification below degree level 64.3 8.6 31.8 31.9 21.2 27.2

No qualification 55 11.3 4.9 3.8 5.4 4.9

Mi ssing/ Dono6t know 0.8 0.4 0.2 0.3 0.4 0.4

Total 100.0 100.0 100.0 100.0 100.0 100.0
N 50,339 1,353 1,278 653 1,749 1,380

Source: LFS 201:2014. Sample consists of employed men and woags, 1664, who are not in fultime educationThe
sample is slightly smaller here because | have excluded those from outside the listed meg&inS71 (43,748 men and
53,991 women). *By construction, the UK born cannot hold foreign experience @rfgesirs of schooling

In Table3.5, | present the results of running models (2) and (3) for five broad groups of

immigrant origin (the UK born remain the reference group). Using the results from model (2),

| plot the predicted hourly wages of six remetstive individuals with different endowments

of home country education in Figudeb, holding UK and foreign experience at their sample

mean values. The different plots show the average returns to foreign educatian for

representative individuaducatd

excl

receive the returns to UK education.
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Table 35: Returns to human capital by international region of origin

(a) Men
A8 Africa Americas Asia EU15
(2 3) (2 3) (0] (©)] (2 3) (2 (3)
Origin
Foreign born 166.2 119.9 158.5 119.4 123.2 98.4 137.5 98.0 92.7 69.0
(23.7) (23.3) (12.5) (13.4) (19.6) (21.2) (9.7 9.7 (13.5) (14.6)
Schooling
UK years of eflLlO 187.2 111.7 187.2 111.7 187.2 111.7 187.2 111.7 187.2 111.7
(5.0 (5-1) (5.1) (5-1) (5.0 (6.1 (5.1) (5.1) (5.0 (5.1)
UK years of ed2.0 -3.3 -2.2 -3.3 -2.2 -3.3 -2.2 -3.3 -2.2 -3.3 -2.2
0.2) 0.2) (0.2) 0.2) 0.2) 0.2) 0.2) 0.2) 0.2) 0.2)
Foreign years of €tl0 -16.7 -12.7 55.9 11.4 86.4 41.3 34.1 -1.1 99.3 46.9
(32.4) (32.3) (10.8) (11.2) (17.4) (18.6) (9.0 9.2) (12.6) (13.7)
Foreign years of ed20 2.2 1.6 -0.5 -0.1 -0.4 0.1 1.2 11 -0.4 -0.1
1.2) 1.2) (0.4) (0.4) (0.6) (0.6) (0.3) (0.3) 0.5) (0.5)
Immigrant*UK years of ed0 -133.9 -97.7 -147.4 -120.1 -118.6 -76.8 -107.0 -80.4 -88.5 -55.9
(29.2) (29.6) (11.4) (11.8) (19.3) (19.7) (10.5) (10.7) (14.8) (15.4)
Immigrant*UK years of ed40 2.2 3.2 4.2 3.6 4.0 2.6 25 1.6 2.8 15
(3.0) (2.9) (0.5) (0.5) (0.8) (0.8) (0.5) (0.5) (0.6) (0.6)
Experience
UK exp/100 562.0 545.1 562.0 545.1 562.0 545.1 562.0 545.1 562.0 545.1
(7.0) (6.8) (7.1) (6.9) (7.0 (6.9) (7.1) (6.9) (7.1) (6.9)
UK exp2100 -8.8 -8.6 -8.8 -8.6 -8.8 -8.6 -8.8 -8.6 -8.8 -8.6
(0.1) (0.1) (0.1) (0.1) 0.1) 0.1) (0.1) (0.1) 0.1) (0.1)
Foreign exfL00 213.3 205.7 -30.0 -27.7 215.3 178.5 121.0 147.6 196.6 195.1
(57.7) (56.1) (55.5) (54.4) (101.8) (99.9) (44.8) (44.2) (68.1) (66.2)
Foreignexp2100 -6.6 -6.4 1.0 0.5 -3.5 -2.0 4.7 4.1 -1.6 -2.0
(2.0) (1.9) (1.8) (1.8) (3.3) (3.2) (1.5) (1.5) (2.3) (2.3)
Immigrant*UK exp100 -300.8 -240.9 -231.1 -243.5 -200.2 -241.5 -348.0 -281.1 -192.7 -196.7
(85.1) (84.4) (48.9) 47.7) (64.0) (63.0) (35.9) (35.1) (42.5) (41.4)
Immigrant*UK exp2100 10.8 5.3 3.1 3.7 2.8 3.9 5.7 4.9 2.9 3.2
(3.8) (3.9) (1.2 (1.1) 1.5) (1.5) (0.9) (0.9) (1.0) (0.9)
Qualificationlevel
UK QBDL 25.3 25.3 25.3 25.3 25.3
(1.0) (1.0) (1.0) (1.0) (1.0)
UK degree 55.7 55.7 55.7 55.7 55.7
(1.3) (1.3) (1.3) (1.3) (1.3)
UK higher degree 63.4 63.4 63.4 63.4 63.4
(1.4) (1.4) (1.4) (1.4) (1.4)
Foreign QBDL 33.4 33.4 334 334 334
(5.6) (5.6) (5.6) (5.6) (5.6)
Foreign degree 54.4 54.4 54.4 54.4 54.4
4.7) 4.7) 4.7) 4.7) 4.7)
Immigrant*UKQBLD -19.4 9.7 -5.0 5.1 -1.4
(6.1) (7.0) (11.7) (4.4) (6.7)
Immigrant*UK degree -34.4 15.4 -2.7 13.8 -1.4
(15.9) (7.9) (13.5) (5.9) (8.3)
Immigrant*UK higher degree 18.8 17.0 -2.1 13.6 14.3
(18.8) (8.1) (13.4) (5.3) (8.1)
Immigrant*foreign QBDL -31.1 -4.5 -18.4 -26.2 -9.8
(7.2) (9.0) (13.3) (7.0) (8.9)
Immigrant*foreign degree -35.8 22.3 4.7 111 17.9
(8.0 (8.9 (13.6) (6.5) (8.8)
Other controls Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
(Constant) -8.5 38.8 -8.5 38.8 -8.5 38.8 -8.5 38.8 -8.5 38.8
(3.9 (4.0 (3.9) (4.1) (3.9 (4.1 (4.0 (4.1) (3.9 (4.1)
R? 27.0 31.1 25.8 30.2 26.2 30.5 25.9 30.6 26.2 30.6
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(b) Women

A8 Africa Americas Asia EU15
(2 ) (2 (€)] 2 ®3) 2 ®3) (2 (€)]
Origin
Foreign born 144.9 108.4 142.8 89.3 140.5 99.2 125.2 83.2 68.0 241
(14.5) (14.4) (11.6) (12.2) (17.0) (18.4) 9.9 (10.3) (11.9) (12.6)
Schooling
UK years of efll0 184.7 106.5 184.7 106.5 184.7 106.5 184.7 106.5 184.7 106.5
(4.3) (4.3) (4.3) (4.3) 4.3 4.3 4.3 4.3 (4.3) (4.3)
UK years of ed210 -2.9 -1.9 -2.9 -1.9 -2.9 -1.9 -2.9 -1.9 -2.9 -1.9
0.1) 0.1) 0.1) 0.1) (0.1) (0.1) (0.1) (0.1) (0.1) 0.1)
Foreign years of éti0 26.1 10.9 69.8 41.0 78.8 30.5 76.6 36.6 123.9 82.9
(17.4) (17.3) (10.4) (10.6) (16.3) (16.7) (9.0 9.4) (11.3) (12.0)
Foreign years of ed20 0.0 0.1 -1.5 -1.2 -0.5 0.2 -1.1 -0.5 -1.6 -1.3
(0.6) (0.6) (0.4) (0.4) (0.6) (0.6) 0.3) 0.3) (0.4) 0.4)
Immigrant*UK years of e 0 -116.6 -74.4 -152.6 -90.2 -146.1 -87.0 -131.3 -86.7 -100.9 -54.8
(23.2) (23.3) (11.4) (11.3) (17.3) (17.1) (11.4) (11.4) (12.5) (12.4)
Immigrant*UK years of ed20 0.7 13 4.5 2.7 5.3 3.3 4.3 2.9 3.6 2.3
(2.3 (2.2) (0.5) (0.5) 0.8 0.8 0.6) 0.6) (0.6) (0.6)
Experience
UK exp/100 391.3 366.5 391.3 366.5 391.3 366.5 391.3 366.5 391.3 366.5
(6.3) (6.1) (6.3) (6.1) (6.3) (6.1) (6.3) (6.1) (6.3) (6.1)
UK exp2100 -6.1 -5.6 -6.1 -5.6 -6.1 -5.6 -6.1 -5.6 -6.1 -5.6
(0.1) (0.1) (0.1) (0.1) 0.1) 0.1) 0.1) 0.1) (0.1) (0.1)
Foreign expl00 -22.5 -22.5 -81.8 -49.7 -1.3 36.0 50.5 125.1 212.8 238.9
(45.6) (43.9) (51.6) (49.9) (81.9) (79.3) (46.6) (45.0) (63.1) (60.8)
Foreign exp2L00 0.5 0.5 3.4 3.2 2.7 1.0 -2.6 -4.3 -7.4 -7.0
(1.5) (1.5) .7) (1.6) (2.8) 2.7) (1.6) (1.6) (2.6) (2.5)
Immigrant*UK expg100 63.6 35.9 -48.9 -21.1 -208.3 -181.3 -181.2 -156.3 -25.7 -13.2
(63.7) (62.0) (47.3) (45.7) (54.8) (53.4) (39.4) (38.0) (36.6) (35.7)
Immigrant*UK exp2100 -1.0 -0.4 -1.0 -1.1 4.4 4.4 2.2 2.2 0.0 0.0
(2.1) (2.0) (1.1) (1.1) (1.2) (1.2) (1.0) 0.9) (0.9) (0.8)
Qualification level
UK QBDL 19.9 19.9 19.9 19.9 19.9
0.9) (0.9) 0.9 0.9 (0.9)
UK degree 51.3 51.3 51.3 51.3 51.3
(1.1) (1.1) (1.1) (1.1) (1.1)
UK higher degree 66.3 66.3 66.3 66.3 66.3
(1.2) 1.2) 1.2) 1.2) 1.2)
Foreign QBDL 26.6 26.6 26.6 26.6 26.6
(4.8) (4.8) (4.8) (4.8) (4.8)
Foreign degree 58.0 58.0 58.0 58.0 58.0
(4.7) (4.7) 4.7) 4.7) 4.7)
Immigrant*UKQBLD -18.6 -4.6 -12.4 -2.3 2.7
(5.7) (6.4) 9.7) (5.5) (6.4)
Immigrant*UK degree -30.6 -11.2 -3.6 5.2 6.2
(9.0 (7.2) (10.9) (6.8) (7.2)
Immigrant*UK higher degree -22.3 -0.5 -10.1 0.8 -9.6
(10.6) (7.8) (10.9) (6.5) (7.4)
Immigrant*foreign QBDL -28.3 -15.4 -20.3 -20.9 -13.9
(6.3) (8.0) (11.9) (7.2) (8.0)
Immigrant*foreign degree -42.9 -2.0 -6.4 -16.3 -2.3
(6.9) (8.5) (11.6) (7.3) (8.4)
Other controls Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
(Constant) -11.5 43.7 -11.5 43.7 -11.5 43.7 -11.5 43.7 -11.5 43.7
(3.4 (3.5) (3.4 (3.5) (3.4 (3.5) (3.4 (3.5) (3.4) (3.5)
R? 24.5 30.4 23.6 29.8 23.9 30.0 23.6 29.8 24.2 30.3

Source: LFS 201:2014. Sample consists of employed men and womenl&gé, who are not in fultime educationThe
sample is slightly smaller here because | have excluded those from outside the listed megédnS71 (43,748nen and
53,991 women).
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Figure 3.5 Predicted hourly wages by origin and years of school{ngodel 2)
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Source: LFS, 2012014. Notes: Reference person has the sample mean years of domestic (13.0 for men, 13.1
for women) and foreign (0.8 for men, 0.7 for women) potential labour market experience. Sample consists of
employed men and women, age@4 who areot in full-time education. The sample is slightly smaller here
because | have excluded those from outside the listed regions. n= 91,571 (43,748 men and 53,991 women).
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Two clear groups emerge in Figl8®, with the UK born, those from the EU15 countriesd

those from the Americas receiving higher returngdars of schoolingccumulated in their

home countries than the other groups. This is true for both men and women. Those educated in
Asia receive lower returns, and those educated in the A8 anthAfcountries receive much

lower returns tg/ears of schoolingAt the sample mean level of schooling, the representative
man educated in Asia earns 29% less than the representative native, while the A8 man earns
13% less, the African 8% less, and the redncated in the Americas earns 3% less. The EU15

immigrant earns roughly the same as the representative native.

The representative female immigrant educated in an A8 country earns 3% less at the mean, and
the representative educated in Asia earns 11%Téssother representative female immigrants

earn more than the representative native at the mean: 4% more for Africa, 7% more for the
Americas, 9% more for the EU13hese results arbroadly consistent with the idea that
education received ioountries vith more similar economies to the host countily receive

higher returs in the domestic labour market, and are consistent with results from other
immigrant host countries (Friedberg, 2000; Basilio et al, 28h#éroma et al., 2009: 1131).

Does accouring for qualifications affect the immigrant wage gap in different ways for those
schooled in different countries?

Figure 3.6shows theeturns to qualificationfr the same five groups of countries and the UK

after accounting for schooling and experierideese are derived from the results of model (3)

in Table 35.4° Returns to domestic arfdreign tertiary qualificationgre broadly similar for

the UK born and the other grou$e exceptionatase here ifreign degrees held by people

from A8 countries which receive lower returns than those from other countries, and UK
degrees held by the same group, which receive almost no returns (although only a small number
of people from A8 countries in the sample hold UK degrée)alifications below the tertig

level are not generally associated with higher earnings for the different immigrant groups.

“l't should be noted here that the 6foreign degreesd h
assimme t hat most of the O6foreign degreesd held by peopl
countries. The comparison between UK &6foreign degrees
44 These lower returns may be associated withweer degree of favourable sedélection on unobserved labour

market characteristics for individuals from the A8 countries (see the discussioapiter .
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Figure 3.6: Relative change in log hourly earnings associated with each highest

gualification compared to noqualifications (from model 3)
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(b) Women
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Source: LFS, 2012014. Sample consists of employed men and women, agé,6ho are not in fultime education. The
sample is slightly smaller here because | have excluded those from outside the listed regions. n=91,571 (43,748 men and
53,991 women).

In Figure 3.7, | show the predicted wage gap by international region of origin before and after

accounting for qualifications, with UK and foreign experience held at their sample mean
educated immigrants is reduced by controlling for qualifications. However, for both men and
larger for those educated in A8 countraéesl the other groups. This is broadly consistent with

t he

on the host labour market, and that controlling for qualifications will therefore have a bigger

hypot hesi s

t hat

effect o1 the conditional wage penalty.

t he
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values. In every group of countries, thbsolutewage gap between natives and foreign
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Figure 3.7: Returns to education by origin, with and wihout controls for qualifications
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(b) Women
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Source: LFS 201:2014. Sample consists of employed men and women, agd,18ho are not in fultime eductéon. The
sample is slightly smaller here because | have excluded those from outside the listed megéinS71 (43,748 men and
53,991 women).
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3.5Conclusion

In this chapter, | have asked how well the duration of schooling captures the earnings potential
of immigrants. | have noted that each additional year of schooling is unlikely to confer the same
increase in earnings potential for people who have studigidfénent education systems, and

that the matter is further complicated by the fact that immigrants often hold a combination of
domestic and foreign schooling. | have addressed these concerns by allowing the returns to
domestic and foreign human capitaMary, and found that returns to schooling and experience
obtained abroad were generally lower than the returns to human capital obtained domestically.
| noted that accounting for the origin of human capital allowed for some convergence in the

predicted vage gafbetween natives and immigrants.

| extended this literature by addressing heterogeneity in the earnings potential of natives and
immigrants with the same endowments of domestic and foreign schooling and experience. |
noted that there are bothdividual and countrylevel reasons why we might expect more
heterogeneity in earnings potential at any given level of schooling among immigrants than
among natives, and that this may be causing us toestenate the conditional immigrant

wage differetial. | addressed this heterogeneity by using new measures of domestic and
foreign qualifications in a large national survey, andtaaling for the qualificationsof
immigrants and natives as well as the years of schooling and experience. This prbduced t
anticipated convergence of predicted wages among immigrants and natives. | noted that this
convergence in predicted wages appears to be greater for immigrants schooled in countries

with less similar economies.

In order to judge the earnings prospedtsronigrants, their human capital characteristics, and

the potential level of labour market discrimination against them in the host economy, we need
to be careful that we are assessing their earnings in relation to those of comparable natives. |
have showrthat comparing immigrants and natives with the same duration of schooling may
produce misleading estimates, dhdtaccounting for the level of qualifications can hdlpis

chapter has also shown the great degree of variation in how foreign qualicate valued

in the UK. There have been some efforts by policymakers to improve the comparability of
international qualifications (most notably the Bologna Process in Europe), but my results here
suggest that theres still a great deal to be done in piding employers with adequate

information on the meaning and worth of qualifications from different countries.
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4.Does it matter why immigrants came here®riginal motives, the

labour market, and national identity in the UK

4.1 Introduction

The importance of the original motives for migration is often asserted in the economics of
migration literature, and rightly s&uch motives drive the process of ssdfection, which
differentiates those who migrate from those who do not on a colleofionfluential
characteristics. Among those who do migrate, original motives can also inform us about a set

of related factors that shape social and economic experiences in the host ¢tetndiyect

measures of motives have seldom been included in encpa | model s compari ng

behaviour Our analysis of immigramutcomess thereforanissing something fundamental.

A standardassertioris that those who migrated for employment purposesaairablyself

selected on labour market ability andtmation (see, for eample,Chiswick, 1999: 184)This

is an intuitive implication of the human capital analysis of the decision to move: migration is a
costly investment with uncertain returns, and as such it makes sense only for those most able
to capitdise via the labour markét. However, not every migrant isomo economicus
Employment is not always the prime motive for migration, and in some countries a majority of

immigrants arrive with other expressed intentiths.

What might we expect of those wimaigrated for norwork reasons?Although the human
capital approach leads us to anticipate that they will be less favourabbgkssifed on labour
market characteristics, we do not know exactly how different types efvodnimmigrant

will compare, orlie scale of the differences between motive groups. Those driven-wyankn
motives may bring other qualities that aid or hinder them on the labour market, and may face
other constraints. For example, they may hdifferent degrees of access to family aodial
networks, differentaspirationsfor acquiring local qualifications or the host language, and
different intentions regardirigtegrationor return migrationThey may alséace differet legal
restrictions on arrival. Anyof these factorscould prodice variation in labour market

performance, and hence have an important influendbexeconomidives of immigrantsin

45 Borjas (1987) notes that the relative income distributions of the sending and receivingesalstriaffect the
immigrant selfselection process. See Bodvarsson and Van den Berg (2088) &ir a recent summary of the
long-running debate between Chiswick and Borjas on immigrant selectivity.

46 |n the UK, nearly two thirds of lorterm immigrantsarriving in the year ending December 2013 came for
nonwork related reasons, according to Long Term Inténat Migration data (ONS, 201%c
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the first part of thischapter | examine theemployment and wagenplications of different

original motives fomwork, studentfamily, and refugee immigrants who have settled in the UK.

A less frequently noted implication of the human capital analysis is that work immigrants will
be favourably seifelected on cultural adaptability: the costs of migration are reduced by an
enhancd capacity to adapt to the host culture, and migration is more likely to be a viable
investment for those who can adapt more reddilMon-work immigrants will be less
favourably seHselected on this trait. However, as with labour market ability and atitiy,

the variation in cultural adaptability between ngark immigrant groups and the scale of the

differences is uncertain.

Culturaladaptability is more difficult to infer froraurvey datdahan labour market talenbut

oneuseful indicator is suggestéy the recent work of Manning and¥R (2010 F94F96).

Their 6cul tur al di stanced model I mplies tha
variation in uptake of the native national identity. With other factors held equal, the least
culturally adapable immigrants are the most likely to adopt the native national identity: for

them, it is a way to feel part of the host society in the absence of strong behavioural affinities.

In the second part of this chapter, | examine this hypothesis through wupbtéke British

national identity by different motive groups who have settled in thé8UK.

As well as revealing the significance of original motives, both the labour market performance

and the national affiliations of immigrants are matters of substamutddicpand policy interest

in themselves. Labour market performance determines the fiscal and labour market effects of

i mmi gration from the host countryds perspect
academic and policy debate in recent yeses Manacordet al, 2012;Dustmann and Frattini

2014 Devlin et al, 2014). National identity serves an important unifying function in
multicultural societies, and the national identities of immigrants have been atepiduring

public and politicafascinationin the UK in particular (see the discussions in Manning and

Roy, 2010: F7&74; Nandi and Platt, 2013:-&. Indeed, politicians from all three major

4" These are equivalent to what Sjaastad (19688%) and Chi swick (1978: 900n) ca
migration.

48There is also an economics of identity (see Akerlof and Kranton, 2000), but the significance of national

identity for economic outcomes has not been firmly established (Dustmann, 1996; Manning and Roy, 2010:

F77; Casey and Dustmann, 2010). THatesl concept of ethnic identity does appear to be associated with

labour market outcomes (Batttial, 2007; Battu and Zenou, 2010; Nekby and Rodin, 2007; Pendakur and

Pendakur, 2005).
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political parties in the UK have been keen to promoté#itegn civic nationalism associated
with simple identification aé B r i (ee Yberdi and Modood, 2013).

My results show that original motives are important predictors of labour market outcomes and
national identityamong immigrants inthe UKW e xami ne only O0settl ed®
define as those who have been in the UK for at least five y@arshe labour market,find

that those who originally came a®rk or student immigrants hawbe highestemployment
propensitiesand that they also earn the highest wages of the diffaretite groups. Male
family immigrants have similarly high employment propensities, but earn much less. Female
family immigrants and refugees do not do as well on the labour mdrkeing low
employment propensities, and low wag&bese differences remagfter accounting for
variationin country of origin, time spent in the UK, and other relevant demographic and
human capital characteristicBhis ranking of work, student, family and refugee immigrants

on labour market performance is broadly consistettt wkpectations based on the human
capital model of migratiorl.investigatause ofnetworks in job searchnd language ability as
possible mechanisms, but find that they explain only a modest proportion of the differences

between the motive groups.

On natonal identity, using the same sample of settled immigrants in théfund,thatrefugee

and family immigrants are the mdskely to identify asBritish, and that workand student
immigrants are the least so. These differences remain after accountipgebensively for
country of origin and other relevant factors, though country of origin remains an important
determinant. This is in line witdifferential selfselection on cultural adaptability, and the

6 cul t ur antodebof nattormalnderdit§l. suggest that these results are consistent with a

well-functioning, culturallyinclusive British national identity.

This chapter advaes the literature in three waysirgt, it provides new support for the
predictions of the human capital analysis of ntigra not only in the economic sphere, but

also in the cultural | i ves of I mmi grants. S
ocul tur al di stanced model of nati onal i dent
economic research. Finallyt examines all four major migrant motives: not only work
immigrants, who are the focus of an established literature in economics, but also family,

student, and refugee immigrants. Family immigrants and refugees have been the subject of

106



some social scientdf research, but they remain understudied in econdthi&udent
immigrants who go on to settle in the host country have largely been neglected in the scholarly
literature, despite their increasing importance for large exporters of international education
such as the UR? Crucially, | provide estimates of the scale of the conditional differences

between these motive groups, as well as the direction.

These contributions are enhanced by two features of the’'dfitst, the data allow the
construction of a lge, multinational sample of immigrants, in a relatively large immigrant
receiving country. Second, they contain a direct survey measure of original motives, rather than

records of visa category, so the mechanism behindsklttion can be explicitly adessed?

Thechapterproceeds as follows: in the next section, | describe the data and key variables, and
in Section4.3 | assess the relationship between original motives and labour market outcomes.
In Section4 .4 | address the relationship between original motiveshatidnal identityand in

Section4 .5 | conclude.

4.2 Data

4. 2.1 How do we know about i mmigrants®é origirt
national identity?

The data | use in this study corftem theLabour Force Survey (LFS) ov20102014. This

is the largest regular household survey in the UK, covering approximately 40,000 households

per calendar quarter. The LFS has a rotating panel design, and follows each household for five
successive aqrters, although in thishapterl use only individualevel information, and only

one observation per individual.

4 Family immigrants are studied by Jasso and Rosenzweig (1995)ditste(2001), Constant and

Zimmerman (2006), Aydemir (2011), and Bevelander and Pendakur (2014). Refugees are studied by Cortes

(2004), Bevelander and Pendakur (2014), Lamba (2003) and Bloch (2008).

50 Bratsberg (1995) and Rosenzweig (2008) are thelardgs c al e st udi es of oéstudent st
aware.

51 Jayaweera (2013) and Coopmral. (2014) present netechnical reports related to original motives using the

same survey data.

52 Studies using data on visa category include Hustedl. (2001) on Denmark; Aydemir (2011) on Canada;

Bevelander and Pendakur (2014) on Canada and Sweden; Constant and Zimmerman (2005) and Constant and
Zimmerman (2006) on Denmark and Germany.
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Since the first quarter of 2010, a new question in the LFS has sought to identify the main reason
that originally ledforeign-born adults tanigrate to the UK Respondentsay give any of the

following reasons

1. For employment

2. For study

3. To get married or form a civil partnership in the UK

4. As a spouse or dependent of a UK citizen or settled person

5. Asa spouse or dependent of someone coming into the UK for work or study reasons

or as a spouse or dependent of someone already in the UK
6. Seeking asylum
7. As a visitor

8. Other reasons

| use the responses to this question to classify the original mativenmigrants.

For the purposes of ththapter it is useful that the question captures expressed motives, rather
than visa category. Visa category gives a clear indication of the legal environment faced by an
immigrant, and can also provide clues@bér unobserved characteristics, but it is underlying
motives that drive thenmigrantself-selection process. It is also useful that the question allows
the identification of immigrants with different motives who came from the same country and
arrived atthe same time. Several authors have used country of origin and year of arrival to
indirectly infer refugee and economic immigrant status (Lindley, 2002; &dad, 2003;
Cortes, 2004; Kausar and Drinkwater, 2010), but this strategy has the potept@duce a

large amount of measurement error in some countries, since immignavitsg from the same
country at the same time do not always have the same original motivest(@e2013, make

this point in relation to refugees in the UK).

53 This variable is currently only available on the ONS and Governmetist®tal Service versions of the LFS.
Access to academic researchers is available via the UK Data Service Secure Lab, thooti aniyreip to the
end of 2013Questions and responses are from ONS (2014b).
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Some respaents may not give their true original intentions. This may be due either to
accidental or deliberate misreporting, and | will discuss the potential impact of this kind of
measurement error when estimating empirical models below. Respondents can alsalghose
one answer, when of course migration may be driven by a set of féftihis reduces a
potentially complex and multifaceted migration decision to a siagtver, multiple choice
guestion. My analysis is therefore likely to simplify the role of regtisomewhat, though this

weakness seems unavoidable.

To assess labour market performance, | use infitmman both employmersnd wages® The

LFS is designed to cactt information on employmeiiccording to the International Lair
Organisation (ILO) dfinition, and my use of the tertherefore corresponds toghThe wage
component ofny analysis is based on a subsample: questions on wages in the LFS are only
asked to employees (not the seffiployed), and only to those interviewed in Waves 1 or 5.
use the O6average gross hourly payd variabl e
reported by the respondent in their main job in the week ending the previous Sunday. This
value is divided by their reportedwal hours ofegular work plus their usuphid overtimeo

produce the average hourly pay figure. Comparison with administrative sources suggests that
the LFS tends to underestimate wages (see Fry and Ritchie, 2012, for a recent discussion of
measurement error in thé-S wage estimates). | exclude those who report earning more than
£99 per hour, in line with the recommendatiofshe data provider (ONS, 2014299), and

do not include any zero values.

The information | use on national identity comes from a questetrhtés beeincluded in the
LFS since 2001All adults (both native and foreigoorn) are asked the question:

How would you describe your national identity? Please choose all that°apply

Respondents are asked to choose from a list of the constituentaliaésnof the UK
(6Engl i sho, 6Scottisho, O6Wel shé, and O6Nort hi

and 0Ot her 0. I group respondents who report

54 See, for example, Gonzal&zrrer (2010), othe connections between work and family migration.

55 See Luthraet al.(2014) for a study on recent EU immigrants from Poland, which uses a more detailed
measure of original motives.

56 For descriptions of occupational distribution and dkillel by original motive, see Coopetal (2014).

57 Before 2011, the question was worded slightly differeirat do you consider your national identity to be?
Please choose as many as ag@\sS, 2010).
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any of the constituenhational identitiesof Britain.°® A proportion of respondents report

multiple national identities: if one or m®of those reported is British, then | also classify them

as holding a British national identity, alth
British and foeign national identities in Sectioh4.2 below?® Respondents resident in
Northern Ireland were not asked about their national identity until 201thesaumber of

respondentfrom this part of the UK is slightly smaller than it would otherwisé%e.

| cannot account for different respondents interpreting the national identity question in different
ways: indeed, there could be substantalationi n what i ndividual s unde
identityo. Much ha spsychelegical nweangofinaional @entityt(dee® s o c i
for example, Cinnirella, 1997; Kelmaat al, 1997; Essest al, 2001), but | do not seek to

contribute to this literature. For the purposes ofthepterit is enough to accept thariation

in the uptake of a nativeational identity can inform us about the cultural characteristics of
immigrants.This understanding of national identity is most explicitly promoted by Manning

and Roy (2010), but it is alsmnsistent with the theory and evidence elsewhere in the emergin
economics of identity literature (Akerlof and Kranton, 2000; Bettal., 2007; Georgiadis and

Manning, 2013).

Several authors have warned that the LFS question on national identity might be interpreted by
respondents as a question about citizenshipdNand Platt, 2013: 5; Manning and Roy, 2010:

F75; Georgiadis and Manning, 2013: 170), and there is a largdapvbetween responses to

the citizenship and identity questions in my analytical sangptei6d 86 ofimmigrantswho

are British citizens regt a British national identity). | take account of this in robustness checks
below, and find that controls for citizenship dtienuatemy estimates of the association
between original motives and national identi§though sizable and statistically siggant
differences remainin defence of the survey question, empirical results in the UK have been
broadly consistent regardless of the exact question on national identity (as noted by Platt, 2013:
9). It may also be the case that for some immigrargs) lgtizenship facilitates the adoption

58| do not address the relationship between British national identity and its constituent identities here, though it
is extremely topical. See Nandi and Platt (2013) for recent empirical evidence that ethnic minorities feel more
British than he ethnic majority, who tend to identify with their own country within the UK.

% The view from sociology is that assimilation into the host identity and out of home identity are two distinct
processes (see the discussion in Nandi and Platt, 2028)2%he results here are similar with or without

including those with a 6émixedd national identity as E
®®Respondents resident in Northern Ireland are also gi
identity, whichd,l icnl acsosnitfrya sats téof oar eGiNgonr t hern | ri sho i

Northern Ireland is not strictly part of Britain, but | include this identity as British, as the country is a constituent
part of the UK.

110



of a British national identity in some psychological sense, as is suggested by the refugees
interviewed in Stewart and Mulvey (2011-602 ) . These aut hors note a
official recognition of identityc onst ructi ono. This would i mpl
mechanism explaining uptake of the native national identity, as well as something potentially

confounded with it.

The inclusion of questions on labour market outcomes, original motives, antahatentity,
alongside information on a large set of demographic and human adyatakteristicsmake
the LFS uniquely appropriate for this investigation. The large saofglamigrants in the

survey is also useful for purposes of statistical inference

4.2.2 Who is included in the analytical sample?

Most i mportantly, I focus on Osettledd I mmi
country for less than five years, thus redudinhgfinal analyticalsample size byust over

20%.%1 This step is neessary in order to remove shtgtm immigrants, who are likely to have

quite distinct labour market characteristics alihgs of national affiliatiorand are therefore

not representative of the immigrants that go on to settleeitVt | alsorestrict the sample to

people who are aged between 21 and 65,vamalarrived in the UK aged 16 or over. After

these restrictions are applied, | have a full set of observations on labour market status, but |
exclude those on whom | do not have national idemtftyrmation (less than 2% of the total).

Table C1lin the Appendig o mpar es the | abour mar kigrantschar ac
(those who are within fivgears of arrival) withiésettledimmigrants (those wdnhave been in

the country for fiveyears olonger). Recent student immigrants and refugees have particularly
distinct characteristics, withfor example,fewer than 40% ofmale student inmigrants

employed, and around 25% of male refugees. These low proportiongawilf bedue to

students beingn full-time study, and teefugeeseing legally excluded from the labour market

(see mydiscussion of refugees and asylum seekelsw). My removal of those immigrants

who are in their first five years therefore allows for a fairer comparisontecbmes between

the motive groupsAs would be expected, immigrants in their first five years are also unlikely

to report a British national identity: arou3é of men and around of women do so. Such

early adoption of a British identity among immigrantay reflect existing family connections

51 Cooperet al.(2014) present demograprand labour market information by motive from the same dataset,
using population weights, and without the sample restrictions | have applied here.
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to the UK. The five year cuiff point is somewhat arbitrary, but coincides both with the
residency requirement for those applying for permanent leave to remain in the UK, and for
those who wish to acquire UK cigmship.Thefive yearexclusion will have an impact on the
sample via a selected outflow of different kinds of immigrant, which | discuss further below.

| use one observation per individual, and expand the number of individuals in the sample by
allowing this observation to come from any of the five waves of the %RSprioritise
observations that appear in Wave 1, and then those that appear in Wave 5 of the survey, as
these are the two waves of the LFS which contain wage inform@able C2 in the Appetix

shows the oO6wave originsd of t hsmpedindyviduals de mo
is increased by aroureb% by drawing observations from all waves of the survey, compared

to using the first wave alone.

Table4.1 shows the composition of the sample by mo#imdgender, after these restrictions
have been applied.

Table 4.1: Sample by motive and gender, column %

Motive Men Women Total
Employment 43.1 26.0 33.7
Study 18.2 14.7 16.3
To get married/form a civppartnership 5.3 11.4 8.7
As a spouse/dep. of a UK citizen 7.8 17.2 13.0
As a spouse/dep. of someone coming to UK 4.5 131 9.3
Seeking asylum 9.1 5.3 7.0
As a visitor 34 4.4 4.0
Other reason 6.9 6.2 6.5
Missing/No answer 1.7 1.5 1.6
Total 100.0 100.0 100.0

Source: LFS20102014 Notes: This table shows tlgtial sample by original motive and gesrd The sample consists of
12,725men andl5,665women aged 264, who were born abroad, who arrived in the UK aged 16 or older, and who have
been inthe UK for at least five years. n=2330.

This initial sample contains over 28 thousand immigrants. The largest motive group overall is
immigrants who came for employment purposes, who make up just over a third of the sample.
The next largest groups atese who came as student immigrants, and those who came as a
spouse or dependent of a UK citizen, who each make up around a sixth of the sample. The
biggest difference by gender is that a smaller proportion of women than men came seeking
employment (26%,ampared to 43% of men), and that a larger proportion of women than men

62 | use the samplexpansion method describedGhapter 2.
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came for one of the three famitye | at edTo egastonman( i ed/ form a ci
a spouse/ dependan #Asaspousa/depeldent of someorerca@ming t§ UK
(around 42%, compared to 18% of men).

| refer to those who say that they came for
who originally came to study as O0Studentd in
ORefugeeso. Gamiy-eefated nioaves swgdest the deasiori to come to the UK

was dependent goartners or relatives, mer ge t hese three groups &
immigrants] di scard those who gave teds&d ,r easnpdo ntsheesr e
losearound 10% of the sample. | do so because those who give these responses are likely to be

a very heterogeneous grouplsodiscard those who give no answer (under 2% of the total)
Thisleavesmewith our categories of immipgyéanandodtBRe k¢
The sample is thus reduced toZEBrespondents, of whom | have wage informatio®d23

| conduct most of the analysis in this chapter using this sample and subsample.

It may be helpful to clarify the | egal di st
in the UK: as | noted above, it is expressed motive rather than legal category that is of most
interest for thichaptey but in the case of refugees, legal tahakes an important difference

in regard to the | abour market. An O6Asyl um
independently, and has applied to remain in the country for humanitarian protection. Asylum
seekers are not usually allowed to workhe UK, or to claim government welfare benefits,

though they are sometimes eligible to receive stapport (see Home Office, 2068)42 Since

1999, OAsyl um seekersd have also been subje
UK A O Ref ugem®who bas sitbemarrived as part of a refugee resettlement
programme, and has therefore been recognised as a refugee by the United Migtions
Commissioner for Refugees (UNHCR9Qr is a previous asylum seeker, who has been
recognised as a refugee by tH& government. Refugees are allowed to work and claim
benefits in the UKThe majority of refugees in the sample will have been granted indefinite

leave to remain in the countfy.

63 Non-EU student and family immigrants alspigally face some initial restrictions on their employment rights

or access to benefits, although neither group are restricted as completely or for as long as asylum seekers.

84 For a discussion of the modern history of dispersal in the UK, see Bloch hunst&q2005).

85 Since August 2005, refugee status has been granted only for five years, with the expectation of a review at the
end of that period (this does not apply to refugees who have been resettled by the UNHCR) (Home Office,
2005). Since those ité sample were interviewed over 2eA@14, and those who have been in the country for

less than five years are excluded, most in the sample will not have been affected by this change.
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Il call al | i mmi grants who reporugedéssinayg c o me
include a proportion who are |l egally O0Asyl um
sense. Given that | have excluded anyone in their first five years in the country, the proportion
who are | egal l y 0 Acsbg ftelatiwelyssnalleGeleuliaet al. (2018) relpartk e | 'y
that between 2008007, around a fifth of asylum seekers had been in the country for five or

more years at the time of the decision on their legal status. Further, as the Office for National
Statistics(2007)point out, some asylum seekers live in communal accommodation that is not
covered by the LFS, while those who live in eligible households may be affected by
communication barriers or reluctance to take part in government surveys more than other

immigrant groups.

4.2.3Who is most likely to leave the country?

Thesamplel useis drawn fromt he i mmi grant o&éstockd in the U
outcomes for those immigrants who have stayed in the country, and | wilfully exclude those

who have stagd for less than five years. Many immigrants will return to their home countries

over time, and some will move on to different countries after a period in the UK. This process

will be nonrandom, and so the immigrant stock | observe will be selected avoats well

as on inflow. There is no comprehensive eadarce on the rates of immigrant outflow by

original motive, butfor immigrantsfrom outside the European Economic Area (EE#)s

possible to make some inferences about outfldws legal migratio categoryfrom

administrative data on entry visas and subsequent changes or extensions to these visas.

The UK government has published a series of reports which examine the legal trajectories of
non-EEA immigrants by original visa category (Achatal, 2010; Achatet al, 2011; Home

Office, 2013; Home Office, 20b}. For example, in the 2014 report, which examines a cohort

of immigrants who arrived in 2007, the authors find @ratund 3%6 of those with skilled

work visas remai legally in the countryafter five years, compared to 7% of those with
temporary work visas, two thirds of those with family visas, and 15% of those with student
visas (the figures are similar for other cohorts). These figures can be regarded dwlovasy;

since it is not pasble to account for those who ov&ay their visas illegally, but at least the

visa informatiorgives a sense of the relative outflow rates for-B&# immigrants in the first
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five years: family immigrants are the most likely to stawhile student imngrants are the

least likely. There is heterogeneity among work immigrants, some of whom have only
temporary visas and are unlikely to stay, while the more skilled are more likely to stay. There

are no equivalent data on outflow of refugdmg,some who & st i | | | egal 60 Asy
will have to leave the country if their application for refugee status eventually fails. However,

once legal status has been granted, refugees seem likely to stay on in the country for a
substantial period of timesince, bydefinition, a return to the homeountry is difficult or

impossible (Cortes, 2004, makes this argument in relation to refugees in the USA).

For EEA immigrants, there is no comparable information available on outflow by visa
category, since visas are noju@ed to migrate within the EEA. The Lofigerm International
Migration (LTIM) survey data (ONS, 20&¥ do cover the motive foemigrationof EEA
immigrants leaving the UK, but this does not necessaghr bny relation to the original
motive for migratim. For example, someone who came to the UK for employment purposes
could just as easily leave the country for family reasons. In general, we might expect the
outflow of EEA immigrants by motive to be similar to that of R&EEA immigrants: family
immigrans are less likely to want to leave, while work and student immigrants are more
likely.®” The lower travel and administrative costs of migration withirBB& imply that both
inflows and outflows oEEA immigrants will be greater and less selected in géiisea the
discussion oreuropearmigration costs andelf-selection inChapter 2

4.3 Do original motives matter for employment and wage®

4.3.1 How might original motives matter foremployment and wage®

Work immigrants should outperform other motive groups on the labour markeplosmeed
demographic and human characterishiase beeraccounted for. This follows from the most
straightforward human capitahalysisof migration, the logic of which dictas that people
with stronger labour marketharacteristicérom the population of a home country will find
migration a more profitable enterprise, and Wikrefore have a higher propensity to migrate.
Further, fora moveto be profitable, those who fabégher direct costs of migration must be

more favourably sel§elected than others, and have a lower propensity to return to their origin

66 See Bijwaard and van Doeselaar (2014) for evidence on the role ofeliand remarriage on the propensity

for return migration among family immigrants in the Netherlands.

5" There are a few immigrants in the sample from inside the EU who arrived as refugees, all of whom will have
arrived during World War Il, or the commungta that followed.

115



country (see Chiswick, 1999: 18B2)%8 By this reasoning, work immigrants will be the most
favourably seHselectedgroup on inflow, and the favourable characteristics of the stoek
likely to be intensified by the relatively high outflovihave noted irthe visa data cited above.
Such characteristics would be reflecteaginigheremploymentpropensityand higher wags

than other motive groups.

Student immigrants who settle in the UK are likely to be more heterogeneous in their labour
market abilities than work immigrants, since work is not the explicit motive for migration.
However, like work immigrants, students mate of their own volition, and many of those who
stay will have had posttudy work in mind when they migrated, which makes the same
favourable self-selection mechanisms at least partly applicable. To the extent that more
education tends to be accumulabsdthe more able, we can expect the gap in labour market
ability between student and work immigrants to be attenuatediever,the high rate of
outflow in this group makes it difficult to form expectations about the characteristics of the
remaining stockThose who took the prospect of remaining in the countoyaccounwhen
migrating are likely to be similar to work immigrants in their characterisiidsers will have
stayed on after studying for more idiosyncratic reasons, such as to get marndedaim
experience living abroad, and therefore give less reason to expect unusual labour market
talent®® The net effect of the immigrant outflow on the characteristics of the student immigrant
stock is therefore ambiguous.

Family immigrants are likely to perform less well on the labour market than either work or
student immigrants. The sedélection mechanism will be weaker in this grosince the
migration decision wadependent opartners or relativesnd priorities ofamily immigrants

in the host country are less likely to revolve around wdmkparticular, female family
immigrants may be more engaged with family activity and less likely to participate in the labour
market (Reimers, 1985; Duleep and Sanders, 1993)Ctark and Connolly 2001). However,
several authors have noted that family immigrants are likely to have an information advantage
over other types of migrant: family networks already in the host country can provide
information about the host society datiour market that may be unavailable to other types of
immigrant (Jasso and Rosenzweig, 1986; Aydemir, 2011 453. The existing empirical
evidence suggests that such networks tend to improve employment prospects by aiding job

68 On the selectivity of return migration, also see Constant and Massey (2002), Dustmann and Weiss (2007) and
Dustmanret al. (2011).

89 See Bijwaard and Wang (201f&r recent evidence on the factors which induce student immigrantsytorst

in the Netherlands.
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search, though themay fesult in lower quality employmer{Battu et al. 2011). We may
therefore expect to see family immigrardarning lower wageshan work or student

immigrants.

| expect refugees toavetheworstlabour markeexperiencesf any motive group, since they
haveseveral factors acting against them: the-seléction mechanism will be weakest in this
group, since migration is essentially forced. There is no reasonpwitiyties in the host
country should revolve aund work, and manynembers of this group wouldave been
excluded from the labour market for some period on arrival in country, since, as | noted above,
asylum seekers are not usually allowed to work until refugee status has been. lacted
(2008) suggests that tHegyal exclusiorcould produce laour market scarring effects. The low
proportion of settled refugees who will leave the country means that the average ability of the
stock will not be improved by a negatively selected outflow. There is some evidence that
refugees make extensive usefarhily and social networks when seeking work, but that, as
with family immigrants, thisnay lead to lowequality employmen{Bloch, 2008;Cebullaet

al., 2010). Several authors have also suggested that refugees face a particularly high level of
labour markediscrimination (Hustedt al, 2001 59, Lamba, 200346; Bloch, 2008 31).

4.3.2 Are there any differences iremployment and wage®$y original motive?

| show the proportion of immigrants employed, unemployed, and inactive in Zabkong

with median hourly wagedy gender and original motivé.In order to geta more detailed
picture ofthe factors driving noemployment! split economic inactivity into four categories:
those inactive for reasons relating to study, those havindyfamhome responsibilities, those
inactive due to poor health or disability, and those inactive for other redstimestotal figures

for the immigrant sample broadly correspond with those reported in other studies (for example,
Dustmann and Fabbri, 2008Ilganet al.2010).

®Wages are adjusted monthly for inflation using the Consumer Prices Index (ONS, 2014a), with January 2010

as the reference month.

1 Note that some respondents who are economically inactive for each of these reasons do exgiregsa d

wor k, but are not currently actively searching, so doc
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Table 4.2: Labour market status and median wages, by original motive and gender,

column % and £ per hour

Motive
Work Student Family Refugee Total
Men
Employee 69.8 69.9 613 48.4 65.9
Self-employed 189 13.9 200 163 17.8
Unemployed 4.0 5.2 6.2 13.8 5.7
Inactive (study) 0.3 5.4 1.0 1.4 1.6
Inactive (homemaker) 0.7 0.6 1.7 21 1.1
Inactive (health/disab.) 3.8 1.9 6.4 11.8 4.7
Inactive (other) 2.6 31 3.4 6.3 3.2
Total 100.0 100.0 100.0 100.0 100.0
Median hourly wage (£) 10.0 13.7 8.0 6.7 9.8
Women
Employee 722 64.6 41.7 27.3 53.7
Self-employed 8.3 8.5 5.9 2.9 6.9
Unemployed 3.9 4.8 54 10.7 5.2
Inactive (study) 0.8 6.1 1.5 4.8 2.3
Inactive (homemaker) 8.9 9.2 319 34.6 21.4
Inactive (health/disab.) 1.9 15 5.6 12.6 4.3
Inactive (other) 4.0 53 8.0 7.2 6.3
Total 100.0 100.0 100.0 100.0 100.0
Median hourly wage (£) 9.5 11.9 8.0 6.5 9.2
Source: LFS 2012014. Notes: This table shows the proportion of the sample with each labour market status, and median
hourly wages (at January 2010 prices), by original® moti ve

men andl3,762 women aged 264, who were born abroad, who arrived in the UK as adults, and who have been in the UK
for at least five years. n=259. The Omedi an hourl y wi@nmesdnd4&8dwomenmpdwerec onsi st
interviewed in Waves 1 or 5 tifie LFS, are employees, and provided wage information. 239,4

Within the sample of male immigrants, ol employment and wages are highest among
those who migrated for work, with 89% either employed oresslployed, and a median hourly
wage of £10Male student immigrants have similarly high c@aremployment rates, and the
highest median hourly wages, at just under £14. Male family immigrants are paid much less
than work or student immigrants on average, at £8 per hour, although thesyrhdaeoverall
employment ratedMale refugees have the lowest wages, at under £7, and a particularly high
rate of unemployment (at nearly 14%, compared to a sample average of 6%). AmdiogriUK

men in the same age range and time frame, 80% are employed-empédfed, 6% are

unemployed, and the median hourly wage is £11.

Within the sample of female immigrants, oxak employment is again highest among work
immigrants, with 80% either employed or sefhployed, and median hourly wages are highest
among studenimmigrants, at £12. Compared to the other motive groups, female family

immigrants and refugees have much lower rates of-aVezmployment (48% and 30%

2| have drawn these figures from the same quarters of the LFS for purposes of comparison, bttdhe di<
not feature in the main analytical samp
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respectively), and much lower median hourly wages (£8 and £7). AmorgpuiKwomen in
the same age mge and time fram&8% are employed or seifmployed, 4% are unemployed,

and the median hourly wage is £9.

It is worth noting that inactivity due to health problems or disability is particularly high among
both male and female refugees, at 12% and 13pecéisely, compared to sample averages of
5% and 4%. Bloch (2008) and Cebudiaal. (2010) also report poor health among refugees,
and both argue that it may explain some of the employment difficulties faced by this group.
Such health problems may be asated with the persecution of refugees in their home
countries, or with adjustment difficulties after migration, though they are also consistent with
lower selectivity on health (see Jastal, 2004, for a discussion of immigrant selection on

health,@ad heterogeneity in the Ohealthy immigrar

4.3.3 Are these differences in employment and wagesxplained by other observed
characteristics?

The differences apparent in Taldl2 are broadly consistent with my prior expectations about
the relatonship between original motives, employment, and wabasmay also be explained

by vaiation in other characteristic3able C3 in the Appendixshows some of the relevant
demographic and human capital characteristics. Age, location, and qualificagstaratard
variableswhich affect labour market outcomes, and on which immigrants driven by different
motives may differ. Given the factoepparentlydriving inactivity in Table4.2, | show the
proportion in fulltime education, the proportion who aregéenor joint parents of dependent
children, and the proportion who report health problems that affect either the type or amount
of paid work they undertakéalso showthe proportion of the sample froeach international
region of origin by motiveThis regional information gives a broad approximation of the
origins of people in the sample, but I will account for origins more comprehensively in the
statistical model s bel ow. Of course, a per si
labour market oicomes, but they dproxy for various potentially influential characteristics,
including ethnicity, religionandspeaking English as a first or second languagéle C3also
showsinformation onthe average age at arrival, which | return to when discussing national
identity in Sectiort 4.

" There is a clinical literature on the health of refugees: see Burnett and Peel (2001) for a short review.
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In Table C4 inthe Appendjx | show distributional i nf or mat
motive (recalling that the sample contains no one who has beée dK for fewer than five

years) This is a crucial factor in immigrant labour market assimilation: a large litenature
economics shows that labour market performance improves with years since migration
countryspecific skills are acquired, and skilattained abroad are adapted for the host
environment(for example, Chiswick, 1978; LaLonde and Topel, 1991; Clark and Lindley,
2009).

The average characteristics abnk immigrantsare similar to those for the sample as a whole
aged around 41, a third London,around40% graduates, and in the country for an average of
around 9 years. Student immigrants are better qualified than the avzeragr)ld be expected,

and a greater proportion have been in the UK for longer than the other groups. Arounfd 10% o
both male and female student immigrants are intiile educatior{this is a high proportion,
recalling that none in the sample arrived in the last five yeaashily immigrants are less well
qualified but also tend to have been in the UK for lortgen the other group#ore than a

third of refugees have no qualifications, and they tend to have been in the UK for a shorter
time. More than 15% of family immigrants are affected by wiargeding health problems, as

are more than a quarter of refugeesoukd half of work immigrants come from either the A8

or the EU15 countries, while most family immigrants and refugees come from African or Asian

countries.

Using these characteristics as control variables, alongside dummies for each original motive, |
estimate binomial probit models of immigraemployment Given gender differences in the
determinants cdmploymentl estimate the models separately for men and women. The models

take the form:

AL E@AD OO0 OO® B 1 T "YYYOOUOYOd 00 & 'YO'O'YOO'C
T OYD T YYYOOOHSYYD T "00 0 '0OH@YD T 'YO'OYOODYD

[

(1)

where EMPLOYEDis a dummy variable taking a value of 1 if individuals employed.
STUDENT FAMILY, and REFUGEEare dummy variables for each original motive group

(with work immigrants acting as the reference group). | use a linear term for years since
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mi gr at i o,andiftéractShd ¥ IM variable with each of the motive dummies, to allow
trajectories oemploynmentassimilation to vary by motive. | centre the interaction terms using
the median of YSM for each group, so the motive dummies should be interpreted as the
conditional association of the respective motive witiploymentrelative to work immigrants,

atthe median years since migration.

X represents a vector of the control variables discussed above, specifluglhest
gualification (5 dummiesin total: nongraduate, graduate, and postgraduate qualifications
attained in the UK, and negraduate and gdau at e qual i fications att a
gualificati ons 6 aparentahstatus (dummiesdonsingle parantsargl ginty )
parents, with the childless acting as the reference group), location (a dummy for those that live

in London), sudent status (a dummy for those that aretfoie students), and health (a dummy

for those with health problems affecting either the type or quantity of theskundertake |

include age and its square, to allow for employment to rise and then dealirte lifecycle’

Given the likely importance of factors relating to country of origin, | also incl@derigin

dummies: 2 dummies for the most prevalent countries of origin in the data (wkibkn

combined with the reference categargyer 75% oflte sample), plus 6 dummies for country
groups to cover the rest (060ther AB806, 60 Ot hel
EU156, 0 Bo r’APolard,she mddarigie dyntry in the data, acts as the reference
category. | also include yedummies to account for broader changes in the labour market over
20102014.The main parameter estimates i n t a,rebs &snvehichbgivebthe change

in the probit index foemploymentssociated with each original motive group, relative to work

immigrants, conditional on the included control variables.

To assess how well employment is rewarded for immigrants with different original motives, |
also estimate wage equations, including same controls as above. As before, given gender
differences in the determinants of wages, | estimate models separately for men and women.

The wage equations take the form

74 Age and YSM are highly correlated (0.74), but I include both since they have distinct implications for
immigrants on the labour market.

S Full list of origin variables: Afghanistan, Australia, Bangladesh, China, France, Germany, Ghana, India, Iran,
Iraq, Ireland, Italy, Jamaica, Kenya, Lithuania, New Zealand, Nigeria, Pakistan, Philippines, Poland, Portugal,
Romania, Slovakia, Somalia, South i&f, Spain, Sri Lanka, Turkey, United States, Zimbabwe, Other A8,

Other Africa, Other Americas, Other Asia, Other EU15, Born elsewhere.
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wherew; represents the wage of individualu; is an error term, and the other variables are
labelled as in equation (1). As witthe employmeninodels | allow the wage trajectory to vary
between groups by including interactions between each motive group and YSM (with these
i nteracti ons ¢ e, mtasthdiefdee givelthe dorditiandl assobiation between
each original motive andd) wages, at the median years singgration relative to work

immigrants.

| have mentioned above that the gelported motives of immigrants are likely to be measured
with error. However, any such error seems unlikely to be random, particularly if some
proportion of it is due to deliberate misreporting. For example, if more favourable visa
requirements lead a proportion of RBlJ immigrants to report having been family immigrants
when they really migrated primarily to work, then this error would have/stematic

component. As such, it is difficult to judge the effect of the measurement error on my estimates.

Ideally, |1 would cluster standard errors at the household level, since the characteristics of
immigrants within the same household are likely teteelated. Unfortunately, although the

LFS is a household survey, the available data do not allow individuals to be linked to
households, making clustering at this level impossible: the standard errors | present are
therefore likely to be underestimatésEstimates that are near the conventional margins of
statistical significance should be interpreted with cautibnthe absence of an appropriate

identifying instrument, | do not include controls for selection into employment in the wage

equations.

Theo |l umns | abell ed 6A6 in Table 4.3 show the
with only controls for year. The columns | al
controls have been introduced a n d t he col umns | radbes bflere d 6 Ci

interactions between each motive grodlpe and 0

®1t has not been possible to create a household identifier for the indilédhehlLFS data since the end of
2010. A lousehold version of the LFS is available, but does not contain the full set of variables required for this
analysis.
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coefficients and standard erramse multiplied by 100, anché full results are presented in
Tables C5 and C6 in the Appendix

Table 4.3: Selected rameter estimates from models oémploymentand wagesoy
gender

a) Employment

Probit models of employment

Men Women
A B C A B C
Motives
Work (REF)
Student -22.1 -7.1 -15.3 -24.2 -15.0 -18.7
(3.8) (5.2) (5.6) (3.6) (4.3) (4.5)
Family -31.9 -18.7 -24.0 -91.9 -51.6 -53.9
(3.8) (4.8) (5.2) (2.7) (3.3) (3.4)
Refugee -83.0 -53.8 -63.3 -137.6 -79.3 -87.0
(4.4) (6.2) (6.4) (5.1 (6.4) (6.6)
Yrs since migration
YSM 0.6 -0.3 -0.1 -1.8
(0.3) (0.3) (0.2) (0.3)
Student*YSM 1.6 1.7
(0.4) (0.4)
Family*YSM 1.0 2.0
(0.4) (0.3)
Refugee*YSM 3.9 4.9
(0.7) (0.8)
Other controls No Yes Yes No Yes Yes
Interactions No No Yes No No Yes
Intercept 126.9 -144.6 -118.4 93.1 -302.1 275.7
(All/100) (5.8) (27.9) (28.5) (4.8) (21.2) (21.6)
Means 83.7 83.7 83.7 60.6 60.6 60.6
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b) Wages

Log wage equations

Men Women
A B C A B C
Motives
Work
Student 15.1 -2.2 -4.2 14.8 0.0 -1.5
(2.3) (2.3) (2.4) (3.5) (2.2) (2.3)
Family -25.1 -27.0 -26.9 -13.2 -17.9 -17.2
(2.4) (2.3) (2.3) (1.9) (1.8) (1.8)
Refugee -46.0 -36.1 -36.9 -29.9 -30.2 -33.4
(3.5) (3.8) 3.9 (4.8) 4.7) (4.9
Yrs since migration
YSM 0.6 0.3 0.6 0.5
(0.1 0.2) (0.7) (0.2
Student*YSM 0.9 0.5
(0.2) (0.2)
Family*YSM 0.2 -0.1
(0.2) (0.2)
Refugee*YSM 0.9 1.3
(0.5) (0.6)
Other controls No Yes Yes No Yes Yes
Interactions No No Yes No No Yes
Intercept 240.1 78.3 86.1 225.6 75.5 78.9
(All/100) (3.6) (14.5) -(14.6) (3.5) (13.7) (13.8)
Means 2.4 2.4 2.4 2.3 2.3 2.3

Source: LFS 2012014. Notes: This table shows selected parameter estimates from models of employment and wages by
gender. Standard errors areparentheses. Coefficients artdralard errors are all multiplied by 100. THesults in columns

| abel hreftbm mddéls witlkenly controls for yearThe results in columns labellédBade from models whichlso have

controls forage, age squared, country of origin, highest qualification, location, health status, and parentahstatlemis

Il abel |I eftbm th@léls whichealso contain interactions between each original motive and years since mignation.
employmensample consists of 1197 men and 13.62women aged 264, who were born abroad, who arrived in the UK as
adults, and whdvave been in the UK for at least five years. n838, The wage equatisubsample consists of 8&men

and 4,88 women who were interviewed in Waves 1 or 5 of the LFS, are employees, and provided wage informati2®. n=9,4

Comparing columns A and B ithe probit models of employment, introducing the control
variables attenuates all of the main effects, but the signs do not change, and they remain
statistically significant at conventional levels. This suggests that the differences in employment
propensiy between the motive groups are only partially explained by the quite distinct
characteristics of the groug=sor male family immigrants and refugees, the differences become

greater again after introducing interaction terms in column C.

In the log wage agptions, introducing controbnd interactionsloes not greatly alter most of
the main effects, although the relative wage penalty faced by male refugees is attenuated, and
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the relative wage penalty faced by family immigrants is increased. The largest impact of
introducing controls is on the estimates for student immigrants: both male and female student
immigrants enjoy a large wage premium over other motive groups in Colyrbat these
effectively vanish when controlsnd interactionsire introducedn Columns B and CThis
suggests the wage advantage enjoyed by student immigrants over work immigrants is explained

by their distinctive characteristics.

For theemployment prbits with the full set of controland interactiongn ColumnC, | also
calculate the marginal impact of each different motive relative to a reference individual: a work
immigrant living in London, whee highest qualification is from abroad and is belogrele

level, who isfrom Pakistan, aged 35, in a couple, living with children, and has been in the UK
for 10 years. These are not the mean characteristtbe sample, but | choose this reference
individual since he or she could plausibly be in any ofntietive categoried. refer to these

marginal effects in the discussion that follows.

4.3.4 What do these results mean for immigrants in the labour market?

In line with my expectations, and indeed with much of the theoretical and empirical literature
in this area, both male and female work immigrants who have settled in the UK are more
economically integrated than those driven by other motives: no other motive group has a higher
condiional probability of employment drigher wagesCrucially, work immigraits are not

only strong labour market performers because of where they are from or how long they have
been in the country: the fact that they were motivated by work is associated with improved
performance independent of these and other relevant charixgefikis is consistent with
favourableself-selectionon labour market ability and motivation.

Student immigrants are not far behind work immigrantseher employment propensity or
wages, which suggests similar selectivitydeed, the wages of bothata and female student
immigrants are statistically indistinguishable from those of work immigraftér introducing
controls However,both male and femalstudent immigrants do have a lonemployment
propensity (2 percentage points lower compared t@ tteference individuafor men, 9
percentage points lowér women) This maybe due to more heterogeneity in theentions
andlabour market abilities oftesdent immigrants

Male family immigrants arealso relatively close to work immigrants on employme

propensity a male family immigrant is only percentage points less likely to be employed
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than the referencevork immigrant However, the wage penalty faced by male family
immigrants compared to work immigrants is higi%). Lower wages are consistevith the
anticipated lower degree of saklection on labour maek ability. Female family immigrants

are much less economically integrated than their male counterpartfisnthy be due to a
stronger orientation towards family activitieBhey are21 percentage points less likely to be
employed than the reference female work immigrant with identical observed characteristics
and those who are employed earn 16% less. This is in line with lower selectivity and reduced
focus on the labour market.

As expeted, efugees have the worst labour market expereatany of the motive groups,
andthe scale of disadvantage is striking: refugedsoth sexes are far behind employment
propensity and wage# male refugee 143 percentage points less likely h@ employed than

the reference individual with otherwise identical characteristics, while female refug&ss are
percentage points less likely to be employed. Male refugee employe&i¥%saless than male

work immigrants, while female refugees earn 28%s lthan female work immigrants. It is
worth reiterating that these differences are not driven by where refugees come from, how long
they have been in the UK, or any of the other characteristics included in the models (including
the high proportion with ngualifications, and the high proportion who suffer from work
impeding health problems): they are independently associated with the refugee motive. These
results are in line with weak sedélection, less focus on labour market outcomes, possible

labour maket scarringdiscriminationand a low degree of selection on outflow.

Using thepar amet er estimates for the i mpact of
interaction effects, | have also calculapeddicted probabilities of employmeandpredicted

hourly wagesover years sincenigration: these are displayed in Figures C1 and C2 in the
Appendix. They should be interpreted as probabilities for the same reference individual as the
marginal effects above, except in this case the probabilities are a&bsthegr than relative to

work immigrants. The charts extend to 30 years since migration, which would cover around
90% of the sample. All of the trajectories are statistically distinct, except the slopes for female
wor k and famil y Themdujgeg graum shewd anwrergasesin employment
propensity and wages over Oyears since migra
controls for immigrant cohort, these should not be interpreted as assimilation trajéidteses.

results support my asgion that original motives are critical for understanding immigrant

labour market behaviour. The strong performance of work immigrants, and to a lesser extent
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student and male family immigrants, contrasts with that of female family immigrants and

particdarly refugees.

Possible mechanisms: Networks and English language ability

How exactly are these different original motives affecting employment and wages? Many of
the precise mechanisms will be unobservable, but the LFS contains limited informatian on t
possible mechanisms that may give some indication: use of networks to find employment, and

English language ability.

| have noted above that family immigrants and refugees are thought to make increased use of
family and social networks to find work, aridat this has been linked to lower quality
employment in these groups. There is information in the LFS on how any respondents looking
for work are doing so (regardless of their current labour market statmsd, also on how
employed respondents found itheurrent job (this is only asked to those who got their job in

the last year}® Tables C7 and C8in the Appendix showsome of theresponseso these

guestions by gender and original motive.

When looking for work, male family immigrants and refugeestla@emost intensive users of

family and social networks, with 11% and 13% reporting that their main method of looking for

wo r k Asking friedds, relatives, colleagues or trade unions aboubjobs Howe v e r | m
work immigrants are only slightly less likeko use such networks, with just under 11%
reporting this as their main method. Among those who are asked how they found their current

job, male family immigrantsand refugees again seem the most likely to have used networks,

with 34% and 40% reportingaht t h ey f o uhhedring frlone Someone aviwo worked 6
therd. Wor k i mmigrants are slightly |l ess |ikel

reporting that they did so.

" This question isDid you do any of these things...? (1) Visit a Jobcentreidakket or Jobs and Benefits
Centres (2) Visit a Careers fiife (3) Visit a Jobclub (4) Have name on the books of a private employment
agency (5) Advertise for jobs in newspapers, journals or on the internet (6) Answer advertisements in
newspapers, journals or on the internet (7) Study situations vacant columewspapers journals, or on the
internet (8) Apply directly to employers (9) Ask friends, relatives, colleagues or trade unions about jobs (10)
Wait for the results of an application for a job (14) Do anything else to find OIS, 2014b)

"8 The questioris: Did you get the work that you are doing through...(1) Replying to a job advertisement? (2) A
JobCentre/Jobmarket or Training Employment Agency Office? (3) A Careers/Connexions Office? (4) A
JobClub? (5) A private employment agency or business? (&jridgefaom someone who worked there? (7) A
direct application? (8) Or in some other waONS,2014b).
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To estimate the wage associations of finding work through networks fferedit motive

groups,l run model (2) on the subset of the sample for whom | j@wénding information

and add a dummy equal to one if the current job was found thibleggdring from someone
whoworkedther@. T he mai n par ame tsanple aeqgualitatizely gnsilarf r o m
to those from using the full sampM/ithout introducing other controls, | find that men who
found their job in this way earn lower wages (18% lower), and that the estimated wages
penalties faced by family immigrants ardugees relative to work immigrants fall by 1 and 2
percentage points respectively when finding work in this way is accounted for. Repeating this
test using the full set of controls, the wage penalties faced by family immigrants and refugees
still fall, though by less than 1 percentage point. Among women, the effect of this dummy on
the main estimates is similar to that for men. This suggests that the association between use of
networks and wages is mostly explained by the other control variables, thaughklest

independent association remains.

Language ability islsoimportant for laboumarket success among immigrafgse Dustmann

and Fabbri, 2003), so if there were systematic variation in language ability by original motive,
this could explain some othe variation inlabour market outcomes. Some questions on
language ability are included in one quarter of the LFS every threeiysarsam able to use

the five waves of data from the third quarter of 2012 to examine the level of ability by original
motive. | apply tle same restrictions to this sampkedetailed above, but it is a distinct sample

and not all cases within it are in the main analytical sample (since the construction of the main
sample prioritises wage informatidrsee the discussion Bectiond.2.2, above)TableC9in

the Appendixshows responses to the three languaipted questions by original motive and
gender: they cover first language at home, language difficuitiesding or keeping a joland

language ifficulties in educabn.”®

In order to get a sensetbie extent to whickhese differences in language abibatg associated

with labour markebutcomes) run OLS models of log wages on the sample with language
information, with dummies for the different motive groups, &wth with and without a

d u mmy lahgoage déficultiesn finding or keeping a jaob . The main par amet
from these models are qualitatively similar to those from using the full sample, although the

small sample size does not allow for the is@hm of controls beyond dummies for international

®The guestions ar€i) Whatis your first language at home? (ii) Have you experienced any language
difficulties that have caused problems in finding or keeping a job? (iii) Have you experienced any language
difficulties that have caused problems with your educat{@S, 2014b)
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region of origin®® Without these origin controls, men who report language difficulties in
finding or keeping a job earn 37% less than those who do not, and controlling for language
difficulties reduces thearnings penalty for male refugees relative to work immigrants by
nearly 3 percentage points. For male family immigrants, the equivalent earnings penalty falls
by 1 percentage point. The size of the language penalty and the effect of accounting for

languag difficulties is similar after introducing controls for international region of origin.

The subgroup analyses | have conducted here confirm findings from elsewhere that use of
family and social networks and language difficulties are associated with |afenket
outcomes among immigrants, and there are some indications that they may help to explain
differences by original motive. However, it appears that most of the differences by original

motive are driven by unobserved characteristics.

80 Dummies for those born in Africa, the Americas, Asia, EU15 countries, and those born elsewhere, with those
born in A8 countries as the reference group.
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4.4. Do origind motives matter for national identity?

4.4.1 How might original motives matter for national identity?

Adopting a newnational identity should be much easier than relocating across international
borders. There are rfmancial or administrative costs associated with it, and no requirement

to change oneb6s behaviour in response. Howev
that they havaot taken up the national identity of their host courpgigychological location is

clearly more resistant to change tltauntry of residence.

Why might an immigrantake up a British national ident®®yThe emerging view in economics

is that adopting a new national identity is psychologically costly, and will therefore make sense
only for those who find the investment particularly rewardihgoted above that national
identity is a concept closely related to legal citizenship, and Manning and Roy (2010: F93) find
that immigrants from outside the EEA are more likely to report a Britisbrratidentity than

those from within. This may be because those from outside the EEA have much stronger
incentives to takeip legal citizenshift and this in turn leads to a stronger sense of attachment
to the host country. The same authors also finditi@igrants from Commonwealth countries

are more likely to identify with Britain than those from countries without such strong historical
links. We know fromotherempirical work that those who feel they have faced discrimination

in the host society areds likely to adopt the native national identity (Georgiadis and Manning,
2013 176 Platt, 2014: 6§ and that those who have lived for a longer time in the host country
are more likely to adopt the national identity (Dustmann, 198@5; Manning and Roy2010

F90; Platt, 2014 56).

These resultBave an intuitive appeal: adopting a Britidantity is clearly more rewarding for
thosewith legal citizenship, those who are from a Commonwealth country, andiwhodeave

lived in the couatry for a longer time. It i¢ess rewarding for those who feel they have faced
discrimindion. However, these factors do not explain one important feature of the evidence on
variation in uptake of a British national identity among immigrants: that itaset from the

most culturally distinct countries that are most likely to report feeling British.

Explaining their own empirical results on national identifgnning and Roy (2010: F9E96)
suggest thaadoption of the native national identity used asa psychological adjustment

mechanism by immigrants from countries that are more culturally distant from the host country,

81 EEA nationals are allowed access to the UK labour market, whered&E#onationals can only enjoy the
same rights by taking up an EEA citizenship.
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who aretherebyable to compensate partiallyrftheir own cultural differencesn this theory,
immigrants potentially suffer fronwb psychological losses in the host country relating to their
culture and identity: there is one loss from being culturally distinctive, and a second from
Obetrayingdé their home country by adopting
about hercultural distinctiveness by adopting the host identity, but this comes at the cost of
betraying her home identity.nbse from culturally similar countrigbereforehave little to

gain by adoptinghe host identity, andave less incentive to endure fygychological costs of
betraying their home identity. However, those from culturally very distinctive countries have

a much stronger incentive to adopt the host national identity, as a way to engage with the host

society in the absence of strong behavioaftaities.

This oO6cul tur al di st atmedradidional moton of yationad ideatibyrmassai st e n
device which unites behaviourally diverse groups in a multicultural sc@dtya national
identity is functioning well, then the most cultilly distinct immigrants will be most inclined

to adopt it: this i®ne of the factors that helps diverse societies to cohere.

What would the theorimply for the importance of original motives in determining uptake of

the native national identity? Whilailtural distance may explain much variation in uptake of

nati onal identity at a oO6country of origindo |
individuals who are more or legslturally adaptive In general, we can expect work and

student immigantsto be selselected on cultural adaptabilityt the human capital calculus,

the pychological costs of migraticare thus loweredas arghe costs of return migratiom

the o6cul tur al di stanced model , Illossiassociatedl t ur a
with behavioural differences, and makes the adoption of a native national identity less

necessary.

There islessreason to expect the sas@ectivity on cultural adaptabiligmong thosevhose

decision to migratevas largely dictated bgthers, or those whose migration was forced. For

this reason, we can expect family immigrants and refugegeneralto beless culturally

adaptive, andnore culturallydistinctfrom the hostociety than work and student immigrants.

I n the o&6cultur al di stanced theory, it i's th
national identity most rewarding, since it compensates them for the psychological loss

associated with their cultural distinctiveness.

82 See the discussion on the functions of national identity in Georgiadis and Manning (20188).67
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We have already se¢hose on work or student visdmve a higher outflow over time, which

fits with theseexpectations: those who migrated by cha@oe more able to adapt to different
environments and therefore find returning home a less costly exercise. This increased
likelihood of returning home will further reduce thgychologically costlyakeup of the native
national identity amonthe stock ofwork and student immigrants. We can also expect these
increased outflows to be particularly selected: other things equal, thusdéeave must be
disproportionately those least likely to report a British national identity. This will reinforce the
differences in national identity by original motive in the immigrant stock.

4.4.2 Are there any differences in national identity by orignal motive?

| show the proportion of immigrants reporting foreign, mixed and British national identities in

Table 44, by gender and original motive. It is worth bearing in mind that foreign and mixed
national identities are extremely rare among thelddkh. In the comparable age range and

time frame, less than 1% of Uorn men and women report axclusivelyforeign national

identity, while almost none report a mixed national identity. This is low by European standards,
considering that a proportion ofgtJK-born will be the children of immigrants. As Platt (2014

53) points out, identification as Briitish i
contrast this with Casey and Dustmanndés (201
ofimmi grants i n Germany i1identify more strongl.y

own.

Table 44 shows that, overall, around a third of settled immigrants in the UK report fealing
British, and around 60% reparhly a foreign national iderty. Within the motive groups, just
under half of refugees repastly a British national identity, along with just under half of
family immigrantsi although female family immigrants are slightly less likely to repart a
exclusivelyBritish national identy than men. Around a third of male student immigrants
reportonly a British national identity, and closer to a quarter of female student immigrants do
so. Work immigrants are the least likely to re@ortexclusivelyBritish national identity, with
around20% doing so. Work immigrants are also the least likely to report a mixed national

identity, although the proportion of any motive group doing so is relatively small.
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Table 4.4: National identity by gender andoriginal motive, row %

National identity

Foreign Mixed British Total
Men
Economic 76.0 3.6 20.4 100.0
Student 61.6 5.2 33.2 100.0
Family 44.3 6.4 49.3 100.0
Refugee 47.5 5.7 46.8 100.0
All 63.7 4.7 31.5 100.0
Women
Economic 78.7 4.2 17.1 100.0
Student 68.8 6.1 25.1 100.0
Family 50.2 6.2 43.5 100.0
Refugee 46.2 6.8 47.0 100.0
All 61.5 5.7 32.8 100.0

Source: LFS 2012014. Notes: This table shows the proportion of the sample with each national identificatoigjria
motive and gender. The sample consists ofd7lmien and 13 G2women aged 264, who were born abroad, who arrived in
the UK as adults, and who have been in the UK for at least five years96824,

4.4.3 Are these national identityoutcomesexplained by other observed characteristics?

The differences in Tablé4 are broadly in line with my prior expectations about variation in

the adoption of a British national identity by original motive. However, we know the observed
characteristics of the different motive groupsquite different recall the descriptive diatics

in Table C3 in the AppendixMany of the same characteristics that were relevant to labour
market performance are also associated with national identity. As DustmannZ299@ints

out, labour market adjustment and the adoption of a nativenahittentity appear to be parallel
processes, in that they are driven by many of the same characteristics, though they do not tend

to affect eaclother.

One additional characteristic of interest that | did not address when looking at labour market
performance is age of arrivakdopting a newational identity is likely tde a less worthwhile
investments arrival age increasélhe mean arrival age by motive varies from 23 for female
family immigrants to just over 28 for male refuge€ke sample average 27 for men and 26

for women

In order to assess the conditional importance of original motives for feelings of national
identity, | estimate binomial probit models. As before, | estimate the models separately for men
and women. The models take the saimen as model (1), except with BRITISESs the
dependent variableyhich takes a value of 1 individuali reportsa British national identity.

This is regardless of whether the individual also reports a foreign national identity, so the small

proportionwi t h 0mi xedd nati onal identities wild.l
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The control variables heiiaclude arrival age, education (as befofej ve dummi es wi |
gualificationsdéd as the reference category),
c hi | asthe reférence category), dhd same set 6 origin dummies (2 countries plus

6 country groups, and Poland as the reference category). As discussed above, this set of origin
dummies will play an important role in establishing whether original n®thae a role in
distinguishing the identities of people from within the same country or regi@se dummies

will also account for different countrpr regionlevel visa requirements. In robustness checks

below, | also include a control for legal citteship. Preparatory investigations revealed the
relationship between national identity and years since migration to be approximaialg&og
Ithereforeanc |l ude the | og of O6year s,alsrigwitmteractiogpy at i or
between thivariable and each motive group dummy (centred on the mean of the log of YSM),

as a more parsimonious alternative to multiple YSM dummies.

b:, 2, b aaidthisbcase give the change in the probit index for national identity associated

with each original rative group, relative to work immigrants, conditional on the included

control variablesThe col umns | abell ed 6A6 in Tabl e 4. F
the national identity model with no centrol s
the full set of controls have been introducedand t he col umns | abell ed

after interaction terms have been introduddte parameter estimates and their standard errors
aremultiplied by 100and the full resu$ are presented inable C10 in the Appendix
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Table 45: Selected jarameter estimates from models oBritish national identity by

gender
Probit models
Men Women
A B C A B C
Motives
Work (REF)
Student 41.0 -1.6 -4.8 30.6 1.1 -0.9
(3.2) (4.3) (4.4) (3.5) (4.4) (4.5)
Family 85.0 355 34.3 79.0 21.1 22.4
(3.2) (3.9) (6.2) (2.7) (3.4) (3.5)
Refugee 76.9 30.1 31.3 89.2 28.6 28.7
(4.2) (5.4) (10.6) (4.9) (6.1) (6.1)
Years since miaration
In_YSM 92.2 85.8 88.8 78.3
(2.8) 4.2 (2.5) 4.7
Student*In YSM 36.1 28.2
(6.6) (6.9)
Family*In YSM -14.7 6.7
(6.2) (5.3)
Refugee*In YSM 10.4 34.3
(10.6) (12.0)
Othercontrols No No Yes No Yes Yes
Interactions No No Yes No No Yes
Intercept -70.6 -405.3 -386.1 -79.6 -376.6 -350.3
(All/100) (1.9) (12.6) (14.4) (2.2) (11.6) (14.6)
Means 36.3 36.3 36.3 385 385 38,5

Source: LFS 201:2014. Notes: Thisable shows selected parameter estimates from models of British national identity by

gender. Standard errors areparentheses. Coefficients artdralard errors are all multiplied by 100. T¢émwumnslabelled

6 Adhow results from models witho control ariables. Theolumnsl a b e | Isheowl resl8 Gom models thalso have

controls for age of arrivaountry of origin,highest qualification, and parental statish e col umns Ifreambel | ed O
models which also contain interactions between eaginaiimotive and years since migratidine sample consists of 19,1

men and 13,62 women aged 264, who were born abroad, who arrived in the UK as adults, and who have been in the UK

for at least five years. n=2859.

Comparing the main effects in columns A and B for men and women in Table 4.5, introducing

the control variables causes a large drop in the parameter estimates. This suggests that a
substantial proportion of the variation in uptake of a British nationatiigas explained by

the observed characteristics in the modAléowing each original motive to interact with
Oyears since migrationd in col umnF&Estdenes not
immigrants, the differences with work immigrantésappear completelyn column B

However, for family immigrants and refugees, the effects remain positive andetetmined

after introducing controls.
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As before, | calculate the marginal impact of each different motive relative to a reference
individual who is a work immigrant, wlke highest qualification is from abroad antésow
degree levelwho isfrom Pakistan, whas in a couple witkchildren, who arrived in the UK
aged 25, anavho has been in the country for 10 yedreefer to these margat effects in the

discussion that follows.

4.4.4 What do these results mean for the national identity of immigrants?

I n Iine with my expectations based on the
refugees are the most likely to report a Bhitietional identity. Howeverhe largespositive
effectsizes are associated withtionalorigin: particularlyCommonwealth African and Asian
countries but also norCommonwealth countries (for example, Afghanistan, the Philippines,
China, Turkey, and@nalia);seeTable C10 in the Appendifor a complete lisbf estimates

These results amonsistent with the findings in Manning and Roy (20Hp)wever, original
motives remain a strong, waletermined predictor of uptake of national identity even after

thesecountry and region adrigin effects are accounted for.

Family immigrants feel the most British of any motive group: male family immigemetd 5
percentage points more likely to report a British national identity than the referemke
immigrant with identical observed characteristics, while female family immigrants8are
percentage points so. This is consistent with the propositionahmalyfimmigrantsare less
selected on cultural adaptabilitgnd that they therefore have a stronger propensity to take up
the native national identity. Recall that | have controlledpfamrental status this model, so

this is not driving the differencajthoughbeing in a couple witkhildren does seem to have a
modest but significant positive effect on tledativeprobability of reporting a British national
identity.

Refugees have similarly high conditional probabilities of reporting a British rzéidentity.

Male refugees are 12 percentage points more likely to report a British identity than the
referencevork immigrantwith identicalobservedharacteristics, while female refugees @re
percentage points so. As expected, studert workimmigrarts have lower conditional

probabilities of reporting a British national identity

| show predicted probabilities of British national identity over years since migration in Figure
C3 in the Appendix.They should be interpreted as probabilities for the sasference

individual as the marginal effects above, except in this case the probabilities are absolute rather
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than relative to work immigrantd/ost of the trajectories are similar for the different motive
groups: indeed, the slopes for male refugees amdk wmmigrants are statistically
indistinguishable, as are those for female student and refugee immigrants. As would be
expected, those who have arrived more recently are much less likely to report a British national

identity than those who have been ie ttountry for a longer time.

Giventhe relative immigrant outflows byisa categorythe effects | have reported for family
immigrants, and particularly for refugees, are likely to be underestimates. Work and student
immigrants are most likely to leave theuntry: if those who leave the country are those who
feel least British then they will leave the stock of work and student immigrants feeling more
British on average. The outflow of family immigramatsd refugees smaller, so the stock will

not be aselected on this characteristic

These results show that original motives are important for understanding immigrant uptake of
the native national identity. Family immigrants and refugees are more likely to feel Braish

work or student immigraniseven those that come from the same courangwho have been

in the country for exactly the same number of yekhg.expectations werdased on the
6cul t ur arhodetl bus thesenemmpiricabsults provide a new level of support for it:
people from culirally distant home countries are more likely to take up the native national
identity, but even when country of origin effects have been comprehensively accounted for,
family immigrants and refugees are substantially more likely to feel British than amdrk

studenimmigrants.

In order to assess whether these results are affected by respondents conflating national identity
with legal citizenship, | have run alternative versions ofntioelels of British natinal identity
presented above, including contréts legal citizenship. The most important estimates from
these models are presented in Table C11 in the Appendix. In Column A, | reproduce the results
of the model in Table 4.5 with full controls. In Column B, | show the same model with an
additional contol for legal citizenship. The legal citizenship estimate is large and well
determined, and its introduction attenuates the estimates associated with each motive group.
However, the sign of the main estimates does not change, and the differences foarfidmily
refugee immigrants remain strong and statistically significant. This means that even when
comparing only immigrants who hold legal citizenship, the higher propensity of family
immigrants and refugees to report a British national identity remainsel dlao estimated

versions of these models excluding proxy respondents, who could potentially misreport the
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national identity of the other householders for whom they are responding, but the results are

unaffected.

4.5Conclusion

In this chapter, | askedhether the original motives for migration could help us understand
variation in immigrantso6 | abour market perfo
| noted that the human capital approach provides some predictions about both labour market

abi ity and cultur al adaptability, whi ch, al o
identity proposed by Manning and Roy (2010), allow us to form expectations about such
outcomesl have shown thatriginal motivesare important fothe analysis oboth these areas

of immigrant experience.

My results provide new support for the human capital model of migration in both the economic
and cul tur al spheres, as wel |l as early &evid
national identity. Beyond ghlighting the direction of the conditional differences between

motive groups, | have also provided estimates of the scale of variation in employment

propensity, wages, and uptake of the native national identity.

| have found that, among those who havenbeethe UK for at least five yearsyork
immigrants perform exceptionally well on the labour marketh the highest employment
propensities and the highest wages, closely followed by student immigreantsly
immigrants do less well, particularly feradbmily immigrantsRefugees have extremely poor
labour market outcomes by comparison with the other motive grdwgwng thelowest
employmentpropensitiesand the lowest wages. However,turning to uptake of the native
national identity, | have found d&hfamily immigrants and refugees are the most likely to
identify as British These differences are rmmpletelyexplained by country of origjryears
since migrationage, or qualificationsThe differential levels and characteristics of immigrant
outflow by original motive are important for understanding my results, dearele offamily

and social networks in the host counatgdlanguage ability

|l have noted above t ha tondister with hatladitionaladtiondfi st an
national identity as a device which unites behaviourally diverse groups in a multicultural
society and in this respect, the UK appears to haweellfunctioning, culturallyinclusive

national identity. However, the employment and wage analysis in thisechegs shown that
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we cannot take the successful labour market integration of all immigrants for granted. While
the political appeal of promoting uptake of the native national identity among immigrants is

clear, policy makers should be wary of neglectinyyenconcrete measuresdoltivate social
and ecaomic inclusion
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5. Thesis onclusions

5.1 Contributions and limitations
In this thesis, haveexamined the labour market performance of immigrants in theusikg
the Labour Force Surveyhave alsdouched on some areas of life bagiche labour market.

| summarise my main contributions as follows:

1. | have presented the first largeale, quantitative evidence on educational mismatch
among A8 immigrants in the UK. | have demonstrated an improved thetho
categorise the educational attainment of immigrants, which takes account of
international variation in education systems. | have also introduced a novel method to
increase the crossectional sample size possible with tadour Force SurvefLFS).

2. | have advanced our understanding of immigrant wages, showing how measurement of
educational attainment makes a substantial difference to our estimates of the conditional
gap between immigrant and native earnings.

3. | have presented a novel analysis of tHati@nship between the original motives for
migration and outcomes on the labour market and in national identity. | have provided
new support for the human capital model of migration in both the economic and cultural

spheres.

My work in this thesis has stwm that the labour market performance of immigrants differs
from that of natives in several important ways: the education, experience, and qualifications of
immigrants are rewarded very differently to those of natives, and immigrants are more likely
to endup in employment which is a poor match for their education. However, not all of these
differences are due to differences in the opportunities faced by immigrants and natives on the
labour market: the two groups differ substantially in their characteyjdimth observed and
unobserved. This makes meaningful comparisons between immigrants and natives difficult.
We can try to take account of observed differences in statistical models, but the unobserved
differences remain elusive. As | showed in Chaptgr8blems with measurement can also

limit our ability to account for the observed differences.

Moreover, | have emphasised that there is substantial heterogeneity within the immigrant
population, both in observed and unobserved characteristics. | hawesl angGhapter 2 that

the differences in unobserved characteristics between A8 and EU15 immigrants araahge to
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heterogeneous motivations, legertain timehorizons, and lower reservation wages
average. | argued in Chapter 3 that the differencesnobserved characteristics between
immigrants with the same endowments of schooling and experience are attributable to variation
in international education systems and the degree of similarity been the home and host country
economies. In Chapter 4 | havegaed that the differences in unobserved characteristics
between immigrants who migrate for different reasons are due to variation in labour market
ability and motivation between motive groups, as well as variation in cultural adaptability.
Directly addressg each of these different mechanisms is a challenge for future research.

5.2 Investigating the labour market performance of immigrants, in the UK and

beyond

5.2.1 The LFS

| have noted more than once that the UK LFS is a general labour force survéyerafiore

we cannot expect it to be an infallible source for the study of immigrant labour market
performance. However, this is not to say that the existing measures used to study immigrants

in the survey cannot be improved. In the case of foreign gquadidns, | have argued in Chapter

3 that the new measures allow us to differen
whether it is at secondary or tertiary level, but not to distinguish qualifications any more finely

than that. The existingeliance on respondents to identify whether their own qualifications
from abroad are 6éequivalentdé to a particul
unsatisfactory. It relies on a level of familiarity with the current UK qualification structure
which may be unrealistic, and in any case dc
Coping with the heterogeneity of international education systems is not a straightforward
exercise for survey designers, but the objective should surely be toecipiarthe respondent

an accurate description of the actual qualification that they hold, and then to map any foreign
gualifications onto equivalent UK qualifications using some objective criteria (for example,
ISCED levels). This would seem a more semsilviy to proceed than the current set of
qguestions, which effectively ask the respondent to do this mapping of international

gualifications themselves, spontaneously, and without reference to objective criteria.

ONati onal i dent i t ysinga ssnplenquestson whiehdrequines résordentsF S u
to list the nations to which they feel affiliated. | have noted in Chapter 4 that several authors

have warned that this question may be interpreted as one about citizenship. One way to improve
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the credibilty of the measure would therefore be to require interviewers to give a clarification
that the question is about abstract affiliation rather than legal citizenship. Another possible
improvement would be to try to capture the strength of affiliation theonelgmt feels to any
particular nation, whether this be through ranking affiliations, or through a scale representing
the strength of attachment (the UK data use8llamdi and Platt, 2013ontain just such a

measure)

It would seem quite simple to makelaar ge i mpr ovement to the 06
guestion in the LFS, by allowing respondents to choose more than one answer. More than one
answer is allowed for many questions in the LFS (including the national identity question), and
allowing this forte é mot i ves for migrationdé question
migrate is almost invariably multifaceted. Respondents could also be allowed to rank answers,
which would allow researchers to see which motives were more important. One possibility is
that only one answer is allowed to the o6moti
to capture the original visa category of an immigrant. If this is the real intent of the question,

this should be specified for respondents, which would renamye ambiguity caused by
differences between the motive for migration and visa category. A question about visa category
would itself be complicated, since migrants can enter the country in one legal category, but
stay on in the country in another legal gate/ (for example, an immigrant who enters on a

study visa but stays on after studying because they got married).

5.22 The policy and research environment

The last two decades have seen an increasing number of legal and policy changes relating to
immigrants entering and staying in the UK (see Home Office, 2015). In the 1990s and early
2000s many of these changes related to asylum seekers and refugees, but from the late 2000s,
work, student, and family immigrants were also increasingly subject to nevatiegal Under

the government coalition from 2010 to 2015, this action has intensified. Given the usual delay
between a policy change and the availability of a sufficient quantity of data for analysis, there
has not yet been a great deal of quantitativearet which addresses the consequences of these

policies. This area is likely to provide fertile ground for research in the coming years.

Economics has also changed over recent decades, and my thesis is quite unfashionable in this
respect. There has beedisatinct shift away from discussing statistical associations in relation

to theory, and towards using experimental and gegserimental methods to try to causally
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identify economic relationships. This is a welcome change scientifically, but not nédgessar

one which produces an optimal distribution of economic analysis across worthy areas of
research interest. The causal approach relies on the availability of data capturing explanatory
variables which are subject to a degree of exogenous variatiom,tbitnegh direct laboratory
experimentation, or more often through some policy change or natural event. Laboratory
experimentation is not usually possible in the economics of migration, but much useful work

has been done using other sources of exogenousvat i on (cel ebrated exar
1990 paper using the Mariel boat!l i ft, and Ec
policy in Sweden). Unfortunately, opportunities to apply causal analysis are rare in many areas

of social and economilife. This discourages junior economists from addressing otherwise
compelling research questions on these topics, and on current trends there is a risk that some
areas of social scientific importance will be denied the benefits of economic analyss in th
future. This would be a loss for social science. The research agenda should continue to be led

by what is important as well as by what is causally identifiable.

| noted in the introduction to this thesis that a rising proportion of research in tleerecsof
migration deals with the implications of immigration for the material wellbeing of natives. The
appeal of research with a focus on host experiences of immigration is clear to natives
themselves, and to politicians who are elected largely by sati@vever, as social scientists,

there is a risk that these popular and political interests will guide our agendas away from the
areas of research which are most important for the purposes of human welfare. Organisations
that distribute public funds foesearch are also prone to such influences, particularly when
tasked with prioritisingesearch which draws attention outside acadeamd,this amplifies

the risk of distortion.Whatever the exact size or direction of the effects, the impact of
immigration on the economic lives of nativesligayssmall compared tthe implications for
immigrants themselves The study of i mmigrantsé own | ive

our research agendas. Thi®sis is my owrontribution.
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Appendix A: Additional material from Chapter 2

Appendix Al: Comparing the ONational.
immigrant.
The main body of thishapteru s es a 6 National ityo

respondent 6s
group that
based

woul d be

on each

for those EU15 nationals in the UK who were born outside the EU.

tyo

A

def i

r ep or tleanpares the propaation of gach nadtianality e

Table AL1: Percentage of each Onat i o nddfdranttyy
using a 6Country of Birowv®p definition
Country of birth
Nationality UK A8 EU15 Non-EU Pre2004 Total
UK 95.3 0.0 0.0 0.2 45 100.0
A8 0.2 98.7 0.0 1.1 0.0 100.0
EU15 3.8 0.1 78.9 17.2 0.0 100.0
Non-EU 3.9 0.5 1.4 94.2 0.0 100.0
Pre2004 0.0 0.0 0.0 0.0 100.0 100.0
Total 89.2 1.6 04 2.0 6.8 100.0

Source: LFS. Notes: Men and women, aged46not in fulltime education. n=328,428.
Table A1.2: Origin of EU nationals born in non-EU countries (%)

Continent ofbirth Column %
Asia 32.8
Africa 46.1
The Americas 16.9
Other 4.3
Total 100.0

Source: LFS. Notes: Men and women, aged46not in fulltime education. n=273.
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Appendix A2: National origins of A8 and EU15 immigrants

Table A2.1: National origins of A8 sample

Nationality Column %
Czech republic 3.1
Czechoslovakia 0.2
Estonia 0.5
Hungary 4.4
Latvia 4.4
Lithuania 9.7
Poland 69.8
Slovakia 7.9
Slovenia 0.1
Total 100.0
Source: LFS. Notes: Men and women, ageé46not in fulltime education. n=5,174.
Table A2.2 National origins of EU15 sample
Nationality Column %
Austria 2.1
Belgium 3.1
Denmark 2.4
Finland 1.2
France 17.1
Germany 13.1
Greece 3.6
Ireland 13.9
Italy 13.8
Luxemburg 0.1
Netherlands 5.3
Portugal 12.6
Spain 8.0
Sweden 3.8
Total 100.0

Source: LFS. Notes: Men and women, aged46not in fulltime education. n=1,600.
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Appendix A3: PISA mapping of ISCED levels to age left fultime education

Table A3.1 Mapping of ISCED to age left full-time education

ISCED levels
Nationality Primary Lower (Uppern) Post Vocational Academic
Austria 10 15 18 19 21 23
Belgium 12 15 18 18 21 23
Czech Republic 11 15 17 19 22 22
Denmark 13 16 19 19 22 24
Estonia 11 16 19 19 22 23
Finland 13 16 19 19 22 24
France 11 15 18 18 20 21
Germany 10 16 19 19 21 24
Greece 12 15 18 18 21 23
Hungary 11 15 18 19 21 24
Ireland 10 13 16 16 18 20
Italy 11 14 18 19 22 23
Latvia 10 15 18 18 23 23
Lithuania 10 15 18 18 22 23
Luxemboug 12 15 18 19 22 23
Netherlands 12 16 18 22
Poland 15 18 19 22 23
Portugal 12 15 18 18 21 23
Slovak Republic 11 15 18 18 20 24
Slovenia 10 14 17 18 21 22
Spain 11 14 16 18 19 23
Sweden 13 16 19 19 21 23
United Kingdom 11 14 17 18 20 21

Source: OECD (2012). Notes: Czechoslovakia is set equal to the Czech Republic.

A drawback of assigning |$CEE lduelas ibaded sc
is sometimes the same for different levels of qualificativith a conservative approach in

mind, | have assumed in every case that a person has achieved the lower ISCED level, if they
leave school at an age that could indicate two different ISCED levels. For example, in
Lithuania, someone leaving school at 18 doule i t her have achieved 6
0 Pesscondary noh er ti aryd educati on, but I assume
Likewise, In the Czech Republic, someone leaving education at 22 could either have achieved
6Vocational t ecr ttiearrtyibaroyrdé b 0 Abcuatd elmiassume t hey
Note that this problem does not affect Poland, which is by far the largest nationality group
within the A8 sample. | assume that assigning the lower level of education here reduces the
levelof6 o veedrucat i on6 appearing in both the EUL1S5

155



Appendix A4: Proportionover-e ducated using O6Country of

I f i mmi grants were defined by O6Country of B
proportions classed as ovatucated would not change substantially. The difference is less
than a percentage point for each group.

Figure A4.1: Proportionovere ducat ed using O6Country of birt/|
by nationality group (%)

100% -
90% -
80% -
70% -
60% -
50% -

40% -

Proportion overeducated

30% -

20% -

10% -

0% -

A8 EU15

Country group of birth

Source: LFS. Notes: Each proportion is a mean value, antEipaesent 95% confidence intervdisnployed men and women,
aged 1664, not in fulltime education. Sample A in Tal#téb, with a slightly smaller sample size due the different definitions
of the groups. n=299,255.
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Appendix A5: Additional wage equations

Table A5.1 Log wage equations: all norgraduate occupations

Control variables

Characteristics No controls Age/gender Location Job type
1) (2 ©)] (4)
Mismatch
Overeducated 22.0 27.3 25.0 21.4
(0.3) (0.3) (0.3) (0.2)
Nationality
(REF: UK)
A8 -33.5 -30.0 -29.8 -24.3
(1.6) (1.6) (1.6) (1.5)
EU15 -20.3 -19.1 -24.8 -17.9
(3.3) (3.5) (3.5) (3.3)
Overeducated*A8 -13.0 -17.3 -15.9 -13.8
(2.0) (1.8) (1.8) 1.7)
Overeducated*EU15 16.4 14.2 12.6 10.8
(4.1) (3.8) (3.8) (3.6)
Gender
Female -21.7 -21.3 -12.9
(0.2) (0.2) (0.2)
Female*A8 16.3 14.9 8.7
(1.8) a.7) (1.6)
Female*EU15 9.7 10.0 4.4
(3.7) (3.6) (3.4)
Age
(REF: 1625)
26-30 27.6 27.2 23.7
(0.5) (0.5) (0.4)
31-35 38.1 37.5 33.7
(0.5) (0.5) (0.4)
36-45 40.6 42.8 385
(0.4) (0.4) (0.4)
46-64 40.6 39.9 36.6
(0.4) (0.4) (0.3)

Place of work
(REF: London)

Southeast -21.9 -20.0
(0.5) (0.5)
Regions -28.7 -26.4
(0.4) (0.4)

Job
Parttime -16.9
(0.3)
Supervisor 24.4
(0.2)
Constant term 202.2 177.4 203.6 197.3
(0.9) (0.9) (1.0) (0.9)
n 157,194 157,194 157,066 157,066

Source: LFS. Notes: Source: LAfotes: Standard errors in parentheses. Coefficients and SEs are multiplied by one hundred.
Employed men and women, aged@4 not in fulltime education, in all negraduate occupations. Sample C in Tdbfe
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Appendix A6: Robustness checks

Including additional controls in overeducation probit models

| have noted above that some other studies use additional contrefs estimating the
probability of overeducationl re-estimatedhe probit models addingdditional controls for
relevant variables ailable in the LFS: @ummyfor whether a respondent is married, a set of
three dummiesepresenting the size of the firby which she is employec&nd a dummy
representing whether she works in the public sedibe mainmarginal effectsf interest
reportedin Table 2.8are altered byio more than one decimal plaaker introducinghese

additional controls.
Allowing for measurement error in assigning ISCED levels to EU15 nationals

As there is likely to be some measurement error caused by gradgarein the EU15 group,

| have repeated the central parts of the analysis, making the assumption that any EU15
respondent who | have aséPgmemadary, oo @ Up pery)d «
O0Vocational terti ar y 0 leftflldirmeceducatiam, hastaahievadioely at w
the 6(Upper) secondar strictassenpton, bubgivesa lbwecbaund o n .
for the proportion of oveeducation, and will highlight any potentially spurious results in the

main body of thehapter

The proportion of EU15 nationals classed as -@dercated using this more restrictive
definition falls from 46% to 42%. Repeating the probit analysis shows the increased risk of
over-education for EU15 nationals falls from 10 percentage poirfiptrycentage points, with
observed characteristics held constant (the effect is statistically well determined). My central
analysis is therefore not substantially affected by these measurement problems, though the
overeducation estimates | report for Ebhationals in the main body of tlamalysisare

potentially biased upwards.
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Appendix B: Additional material from Chapter 3

Appendix B1: LFS questions on foreignqualifications

In the first quarter of 2011, a series of questions were introduced to the LFS to capture foreign
gualifications | list these questions and the possible answers to them below. | use the responses
to question 3 bel ow t o i eseqodificationiswdmehe bkear a r e
abroad. To identify the highest qualification, | use a variable produced by the data providers
(described in the data section of Chaptgn@ich combines information on highest UK
qualificationcollected in the survewyith that on highest foreiggqualificationderived from

guestions 3, 4, and 5, below.

1. The next section is about education, learning and training. Do you have any
gualifications gained from outside of the UK?
a) Yes
b) No

2. Thinking about the qualificationsyou gained from outside of the UK (and please
exclude expiredqualifications) , di d you gain anyé
a) from school or homschooling?
b) from college or university?
c) related to work?
d) from government schemes?
e) gained in your leisure time, or by teaahiourself?
f) in some other way?

g) dondét know

3. Was your highest qualification gained in the UK, or outside of the UK?
a) In the UK
b) Outside the UK
c) Dondét know
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4. Is your highest qualification recognised in the UK? This could mean recognised

by alearning institution or an employer.

a) Yes
b) No
c) Recognition being applied for/process underway

d) Recognition not attempted

5. What type of qualification is it?
a) Degree level qualification, or higher
b) Higher qualification below degree level
c) A-level/Vocational Alevel or equivalent
d) AS-level/Vocational ASlevel or equivalent
e) International Baccalaureate
f) O-levels or equivalent
g) GCSE/Vocational GCSE or equivalent
h) Other workrelated or professional qualification
i) School Leaver€ertificate

j) Don't know

Source: OIS (2014 111-112).
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AppendixB2: Qual i fi cati on qualificatprosr i es and 6ot h
Table B2.1 shows the proportion of UK born and foreign respondents who report each level of
gualificati on ( bGighest. dogeuhataraund20% o fpreigm borntmiereréport

0 Ot Mhwealifiéatiors as their highest, compared to 8% of the UK born, and just over 15% of
foreign born women do so, compared to 6% if of the UK born. This is consistent with my
observationinthé¢ e xt t hat giving OHi gher edavadati on b
equi valent 6, -©CG&€SEeqguiadalsemt*d as ones highe:
both a fairly advanced knowledge of the UK education system, and a strong view of which UK

gualificationswer e 6éequi valentd to a particular fore

My assumpt i omualfitaotess Ablul dogber 6t o the Obel ow
i's support edyedssyfsthbobn aberagel 6fi cat bleBR2 | ev el
For both men and women, the averggars of schoolinf or p e o p | aualiicatohs 6 ot he
is 11 for the UK born and 12 for the foreign born. This compares to 16 years for most groups
completing degree levegualificationsor higher, and 17 yes for foreign born men. With this

large difference in average duration of education for individuals in these two categories, it does
not seem an unr eas onab lgealificasoasaremmdtlybelow degreat t he

level.

TableB2.3 shows the key coefficients from-ranning my preferred specification (model 3)
excluding those who report O6otheré as their
lot of degree level or highgualifications we would expect their exclusiorom the analysis

to cause a drop in the qualdidatfoit hstead)asFabB203r O b el
shows, the main effects for thegealificationsrise by around 5 percentage points. The
immigrant interaction terms also change by onevorgercentage points, but not consistently.

Thi s s ug g e guakficatiohsend todeadiva lewerdeturns than namedlifications

in the O0below degree | evel 6 category. These
qualificationsi n teHeowohlegree | evel 6 category.
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Table B2.1 Proportion reporting each qualification

Men Women

UK born Foreign born Total UK born Foreign born Total
Degree or equivalent 27.8 423 29.7 29.3 448 31.2
Higher education 9.9 8.3 9.7 11.7 111 116
GCE, Alevel or equivalent 26.9 124 25.0 20.7 11.3 195
GCSE grades AT or equivalent 20.8 85 19.1 26.2 9.9 242
Other qualifications 8.2 19.7 9.8 5.9 16.5 7.2
No qualification 5.5 8.4 59 5.5 6.1 5.5
Mi ssing/ Donét 0.9 0.4 0.8 0.8 0.3 0.7
Total 100.0 100.0 100.0 100.0 100.0 100.0

Source: LFS 201-2014. Sample consists of employed men and women, agé,18ho are not in fultime educationn=

110,118 (52,669 men and 57,449 women).

Table B22: Mean years of schoolingoy highestqualification

Men Women

UK Foreign  Total UK Foreign  Total
Higher degree 16.8 17.6 17.0 16.4 171 16.5
Degree or equivalent 15.7 16.7 15.9 155 16.0 15.6
Higher education below degree level 13.0 13.8 13.1 13.1 13.7 13.1
GCE, Alevel or equivalent 12.1 12.7 12.1 12.4 12.4 12.4
GCSE grades A or equivalent 11.4 11.7 115 11.4 115 11.4
Other qualifications 10.9 12.5 114 11.0 12.5 114
No qualification 10.6 10.2 10.5 10.5 10.2 10.5
Mi ssing/ Dondt know 114 11.3 114 115 11.6 115
Total 13.0 14.3 13.1 13.0 14.1 13.2

Source: LFS 201-2014. Sample consists of employed men and women, agé,18ho are not in fultime educationn=

110,118 (52,669 men and 57,449 women).

Table B2.3: Robustness check: key coefficients from running model (3), excluding

6 Ot hgealifiéations

Men

Original Robust

UK qualificationbelow degree level 25.3 28.4
(1.0) (1.1

Foreign qualificatiorbelow degree level 33.4 37.6
(6.7) (6.5)

Immigrant*UKQBLD -0.6 -3.0
2.7) (3.0)

Immigrant*foreign QBLD -195 -16.7
(6.1) (7.0)

Women

Original Robust
19.9 21.9
(0.9) (0.9)
26.6 32.2
(4.9) (5.5)
-5.5 -7.4
(2.8) (2.9)
-21.6 -23.1
(5.5) (6.1)

Source: LFS, 2012014. Notes: Source: LFS 202014.Other controls are as in Table 3%ample consists of employed

men and women, age ‘B3I, who are not in fult

i me

qualification. n=100,699(47,452men andb3,247women).

education,

a muhlifichtionsas aheir higheest o r t
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Appendix C: Additional material from Chapter 4

Figure C1 Predicted probabilities of employment over years since migration, by gender
and original motive

a) Men
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Source: LFS20102014. Notes: These charbow predicted probabilities calculated from probit models of employment,
including controls foage, age squared, country of origin, highest qualification, location, health status, and parentéhstatus.
reference individuak from Pakistan, with highest qualificatiorthatis from abroad and is below degree le¥asa partner
andchildren,and is 35 years old@-he sample consists of 19,Amen and 13.§2women aged 264, who were born abroad,
who arrived in the UK as adults, and who have beehdrK for at least five years. n=259.
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Figure C2: Predicted hourly wages over years since migration, by gender and original

motive

a) Men
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Source: LF20102014. Notes: These charts show predicted hourly wages calculated from wage equatiolirsy ioentrols
for age, age squared, country of origin, highest qualification, location, health status, and parentaltstataterence
individual is from Pakistan, with &ighest qualificatiorthatis from abroad and is below degree leVesa partner and
children,and is 35 years old. The samptensists o#,580 men and4,843 women who were interviewed in Waves 1 or 5 of
the LFS, are employees, and provided wage informatio®483.
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Figure C3: Predicted probabilities of reporting a Britishational identity over years since

migration, by gender and original motive

a) Men

100
95
90
85
80
75
70
65
60
55
50
45
40
35
30
25
20
15
10

Predicted probability of British national identity
(%)

5 10 15 20 25 30
Years since migration

= = WORK STUDENT — -FAMILY ——REFUGEE

b) Women
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Source: LFR20102014. Notes: These charts show predicted probabilities calculated from probit models of British national
identity, including controls fomge of arrival,country of origin,highest qualification, and parental statlibe reference
individual is from Pakistan, with &ighest qualificatiorthatis from abroad and is below degree leVesa partner and
children and arrived in the UK aged 2bhe sample consists of 19,1 men and 13,62women aged 264, who were born
abroad, who arrived in the UK as adults, and who have been in the UK for at least five yea@5=24,
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Table C1: Comparison oflabour market status amongrecent andsettledimmigrants,

by gender and original motive

Recent Settled
Emp Unemp  Inact Total Emp Unemp  Inact Total
Men
Work 91.6 6.1 2.4 100.0 88.6 4.0 7.3 100.0
Student 38.0 6.2 55.9 100.0 83.8 5.2 11.0 100.0
Family 68.9 13.4 17.8 100.0 81.3 6.2 12.5 100.0
Refugee 25.6 21.1 53.4 100.0 64.6 13.8 21.6 100.0
Total 69.9 7.4 22.7 100.0 83.7 5.7 10.6 100.0
Women
Work 83.5 6.3 10.1 100.0 80.5 3.9 15.6 100.0
Student 33.3 6.8 59.9 100.0 73.0 4.8 22.2 100.0
Family 324 10.8 56.8 100.0 47.6 54 47.0 100.0
Refugee 12.6 9.9 77.5 100.0 30.2 10.7 59.1 100.0
Total 49.2 8.3 425 100.0 60.6 5.2 34.3 100.0

Source: LFS 2012014. Notes: This table shows the proportion of peajileeach labour market status, by original motive,

gender and O6recent.®Sentdeeddt liendnd gsbatss are defined as those
recent group consists 40,797 immigrants (5,086 men and 521 wo men) , whil e the 2488ttl edd
immigrants (11,187 men and24,959women). n= 35,56.

Table C2: Wawe origins of the sample

Wave(in order of priority) Frequency Percent
1 16,012 64.2
5 5,797 23.2
2 2,016 8.1
3 894 3.6
4 240 1.0
Total 24,959 100.0

Source: LFS 2012014 Notes: This table shows th@mber angroportionof the main analytical sample drawn from each
wave of the LFSI prioritise observations that appear in Wave 1, and then those that appear in Waveshiofeeas these

are the two waves of the LFS which contain wage informafibe.sample consists @fl,197 men andl3,762 women aged
21-64, who were born abroad, who arrived in the UK as adults, and who have been in the UK for at least five ye358. n=24,
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Table C3 General demographicand human capitalcharacteristics of sample, by

gender andoriginal motive

Motive
Work Student Family Refugee Total
Men
General:
Arrival age (meah 27.8 26.4 23.9 28.2 26.9
Age (meai 40.9 395 42.6 41.4 41.0
London (%) 345 42.8 27.3 47.1 36.1
Health prob (%) 11.2 8.5 18.2 29.4 13.9
FT student (%) 1.2 10.5 2.1 4.4 3.7
Parental status (sums to 100%):
No children 49.5 53.7 37.6 44.1 47.5
Single parent 0.7 1.0 1.4 25 1.1
Couple parent 49.7 45.2 61.0 53.4 51.4
Highest qualification (sums to 100%):
No quals 14.7 2.4 21.2 32.2 15.1
UK qual below deg 51 11.7 8.2 7.3 7.3
UK 1st deg 2.0 16.7 3.9 3.8 5.5
UK high deg 4.2 36.2 3.1 3.2 105
Foreign qual below deg 42.7 15.5 411 445 37.0
Foreign deg or above 31.2 17.5 22.5 9.0 24.6
Origin (sums to 100%):
A8 born 28.9 - - - 15.3
African born 13.6 28.8 18.1 34.6 19.8
Americas born 4.6 - 9.2 - 5.4
Asian born 26.0 42.5 56.8 48.9 37.9
EU15 born 16.7 12.0 - - 12.1
Born elsewhere 10.1 7.2 7.3 15.3 9.5
Women
General:
Arrival age (meah 27.8 26.0 23.0 27.1 26.0
Age (mea 394 38.3 42.7 40.9 40.9
London (%) 33.9 45.3 32.0 55.2 36.2
Health prob (%) 9.1 9.3 21.3 34.3 16.4
FT student (%) 2.4 10.0 2.9 7.8 4.2
Parental status (sums to 100%):
No children 49.1 53.1 38.0 29.8 43.3
Single parent 10.4 10.7 9.3 35.8 115
Couple parent 40.5 36.2 52.6 34.3 45.2
Highest qualification (sums to 100%):
No quals 104 2.4 23.8 35.4 16.7
UK qual below deg 6.7 14.6 7.5 135 8.7
UK 1st deg - 16.5 3.0 - 5.2
UK high deg - 29.2 3.7 - 8.0
Foreign qual below deg 39.9 16.9 37.1 38.5 34.8
Foreign deg or above 35.0 204 24.9 7.8 26.5
Origin (sums to 100%):
A8 born 33.2 11.6 6.6 1.7 15.0
African born 13.0 20.9 16.1 54.3 18.3
Americas born 5.2 - 7.2 - 6.9
Asian born 18.6 27.3 52.8 27.0 36.8
EU15 born 21.2 20.7 - - 14.1
Born elsewhere 8.8 8.3 8.3 15.6 8.9

Source: LFS 2012014. Notes: This table shows the general demograptdchuman capitatharacteristics of sample, by
original motive and gender. The full sample consists of/lmen and 132 women aged 264, who were born abroad,
who arrived in the UK as adults, and who have been in the UK for at least five year958=28ree of these variables do
B09 @316 kN, @, BGnsotmequ) g | it fhiec adtH ecan st éh 6s
6 P a r86 (a0,520 mens18,@8ltwanwed).

not cover the whol e
22,161 (9,%7men, 1214w o0 me n ) ;

sampl e:

and

t he

sampl e
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Table C4: Distribution of years since migrationin sample by gender andoriginal

motive
Distribution
Q10 Q25 Q50 Q75 Q90 RANGE
Men
Work 5 6 9 15 27 43
Stuckent 6 8 12 21 34 41
Family 6 8 12 22 34 43
Refugee 8 9 12 16 22 39
Total 6 7 10 18 30 43
Women
Work 5 6 9 14 26 43
Stuckent 6 8 12 20 33 42
Family 6 8 13 23 34 43
Refugee 7 9 12 16 21 37
Total 6 7 11 20 32 43

Source: LFS 2012014. Notes: Thistabehows sel ected quantiles of the distributi
by original motive and gender. The sample consists oR¥Iren and 13,62 women aged 264, who were born abroad,
who arrived in the UK as adults, and who have beehdrUK for at least five years. n=2%9,

168



Table C5: Full parameter estimates from probit models of employment, by gender

Men Women

Estimate Std. Error Estimate Std. Error
Intercept -118.4 28.5 -275.7 21.6
Work REF REF
Student -15.3 5.6 -18.7 4.5
Family -24.0 5.2 -53.9 3.4
Refugee -63.3 6.4 -87.0 6.6
Aage 13.9 1.3 20.3 1.0
Age2 -0.2 0.0 -0.2 0.0
YSM -0.3 0.3 -1.8 0.3
Stu*YSM 1.6 0.4 1.7 0.4
Fam*YSM 1.0 0.4 2.0 0.3
Ref*YSM 3.9 0.7 4.9 0.8
No quals REF REF
UK qualbelow deg 43.4 8.9 73.3 6.6
UK 1st deg 285 9.6 94.6 8.3
UK high deg 57.3 8.8 95.0 7.4
For qual <deg 25.9 5.7 45.9 4.8
For qual deg or > 56.8 7.0 68.0 5.2
Missing qual info 36.3 7.0 67.0 5.9
Non-London REF REF
London 0.3 3.5 -11.2 2.7
No health problem REF REF
Health problem -112.7 4.3 -75.8 3.8
Missing health info 7.0 5.5 -10.9 4.0
Not full-time student REF REF
Full-time student -105.1 7.3 -71.4 6.1
No children REF REF
Single parent -11.8 13.9 -42.1 4.6
Coupleparent 22.7 3.7 -57.7 3.3
Missing parental status 7.0 8.6 -38.0 6.6
Poland REF
Afghanistan 4.9 15.7 -56.8 16.2
Australia -17.2 18.9 31.0 16.4
Bangladesh -36.9 11.4 -127.1 9.8
China -61.4 13.6 -51.9 9.8
France -21.4 17.1 -26.7 10.0
Germany -18.0 17.2 -12.9 9.6
Ghana -53.9 14.1 -6.2 10.7
India -19.4 8.9 -16.6 5.9
Iran -46.7 13.6 -60.1 13.0
Iraq -52.5 12.8 -115.3 175
Ireland -12.7 11.9 -2.8 8.4
Italy -39.5 145 -11.9 12.7
Jamaica -50.3 17.2 -04 13.1
Kenya -38.3 13.9 -3.5 10.9
Lithuania 45 17.1 5.9 10.5
New Zealand -22.5 23.6 -9.4 17.5
Nigeria -55.5 11.4 -10.7 9.1
Pakistan -29.1 9.3 -121.8 6.9
Philippines 26.7 18.6 37.8 9.4
Portugal -34.8 14.4 -18.0 11.2
Romania -22.6 17.1 1.0 13.4
Slovakia -37.1 19.7 -13.1 13.1
Somalia -75.2 14.3 -111.4 12.1
South Africa 9.5 13.9 5.9 9.1
Spain -44.6 18.3 -5.4 135
Sri Lanka 2.6 12.7 -41.8 9.3
Turkey -55.5 12.9 -100.3 12.0
United States 95 15.1 3.8 9.9
Zimbabwe -31.9 12.8 9.3 9.9
Other A8 -14.5 15.0 -21.3 8.9
Other Africa -51.9 9.0 -36.0 6.6
Other Americas -245 12.1 -30.2 7.6



Other Asia -44.8 9.8 -30.8 6.5

Other EU15 -26.4 13.9 -2.9 8.8
Born elsewhere -41.9 9.8 -33.2 6.9
2014.0 REF

2010.0 -5.8 8.5 -18.0 6.7
2011.0 -0.8 7.1 -5.2 55
2012.0 6.5 7.4 -9.9 5.7
2013.0 5.3 7.1 -1.2 5.4

Source: LFS 201:2014. Notes: This table shows all parameter estimates from models of empidyngender. Coefficients
and sandard errors are all multiplied by 100. T$amnple consists of 1297 men and 1362 women aged 264, who were
born abroad, who arrived in the UK as adults, and who have been in the UK for at least five yead®59n=24,
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Table C6: Full parameter estimates from wage modeldy gender

Men Women

Estimate Std. Error Estimate Std. Error
Intercept 85.1 14.6 78.9 13.8
Work REF REF
Student -4.2 24 -1.5 2.3
Family -26.9 2.3 -17.2 1.8
Refugee -36.9 3.9 -33.4 4.9
Age 4.5 0.7 4.8 0.7
Age2 0.0 0.0 -0.1 0.0
YSM 0.3 0.2 0.5 0.2
Stu*YSM 0.9 0.2 0.5 0.2
Fam*YSM 0.2 0.2 -0.1 0.2
Ref*YSM 0.9 0.5 1.3 0.6
No quals REF REF
UK qual below deg 32.0 4.4 24.8 4.4
UK 1st deg 50.8 5.0 44.6 4.8
UK high deg 67.8 4.2 55.5 4.5
For qual <deg 10.0 3.3 6.8 3.7
For qual deg or > 50.6 35 39.9 3.7
Missingqual info 22.4 4.0 14.0 4.3
Non-London REF REF
London 11.7 1.7 15.9 1.6
No health problem REF REF
Health problem -14.4 3.1 -6.4 2.8
Missing health info -1.9 2.4 -1.2 2.2
Not full-time student REF REF
Full-time student -21.4 5.0 2.9 4.3
No children REF REF
Single parent 7.1 9.7 -12.3 2.6
Couple parent 5.6 17 0.3 1.7
Missing parental status -1.2 3.8 1.8 3.7
Poland REF REF
Afghanistan 9.9 9.5 8.7 16.1
Australia 79.9 7.6 51.3 6.8
Bangladesh -10.3 5.4 -3.9 9.5
China 23.9 7.0 13.3 6.1
France 40.6 6.2 40.6 51
Germany 57.3 6.8 39.5 5.0
Ghana 14.6 6.5 2.2 6.0
India 317 3.2 25.3 3.1
Iran 20.8 7.7 23.8 9.2
Iraq 14.3 7.7 235 15.1
Ireland 58.5 5.0 455 4.2
Italy 19.9 6.4 18.2 6.4
Jamaica 20.8 9.0 21.0 7.2
Kenya 29.1 7.6 15.9 6.3
Lithuania 3.8 6.5 -4.9 5.0
New Zealand 58.0 8.9 65.6 7.5
Nigeria 15.7 5.0 21.0 5.0
Pakistan 9.2 4.2 16.1 5.6
Philippines 8.3 5.1 12.5 4.0
Portugal 3.6 6.3 4.7 6.1
Romania 17.8 9.8 8.0 8.3
Slovakia 6.0 8.5 4.4 6.6
Somalia -6.8 8.8 22.4 10.5
South Africa 51.2 8.3 42.7 6.7
Spain 18.2 5.2 8.5 6.0
Sri Lanka 55.4 4.6 50.5 4.2
Turkey 0.7 8.2 20.4 9.7
United States 59.0 6.3 52.6 5.3
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Zimbabwe 34.8 5.4 29.3 4.9

Other A8 10.1 5.9 -0.8 4.5
Other Africa 20.9 3.9 20.0 3.9
Other Americas 40.9 5.0 25.1 4.2
Other Asia 23.5 4.3 18.2 3.6
Other EU15 55.3 5.3 43.5 4.4
Born elsewhere 25.8 4.8 26.8 4.0
2014.0 REF REF

2010.0 175 4.3 17.2 4.1
2011.0 6.7 3.4 2.9 3.3
2012.0 3.8 35 1.1 3.4
2013.0 1.0 3.4 0.4 3.3

Source: LFS 201:2014. Notes: This table shows full parameter estimates from models of leg Wwagender. Coefficients
and sandard errors are all multiplied by 100. The saneplesists of 4,80 men and 4,83 women who were interviewed in
Waves 1 or 5 of the LFS, are employees, and provided wage information28=9,4
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Table C7: Main methods of seeking worlby gender and originalmotive, column %

Work Student Family Refugee  Total

Men

Ask friends, relaties, colleagueabout jobs 10.6 6.3 11.3 13.1 10.3

Studying situations vacant in newspapers or jourt 37.9 45.4 38.7 32.1 38.7

Other method 515 48.3 50.0 54.8 51.1

Total 100.0 100.0 100.0 100.0 100.0
Women

Ask friends, relaties, colleagueabout jobs 9.1 - 8.0 - 7.6

Studying situations vacant in newspapers or jourt 41.1 - 45.7 - 43.1

Other method 49.9 51.3 46.4 56.8 49.3

Total 100.0 100.0 100.0 100.0 100.0

Source: LFR20102014. Notes: This table shows main method of seeking work for the subsample that is currently seeking
employment, by original motive and gender. Respondents are included regardless of current labour market status. The sample
consists of 1,68 men andl,544 women aged 264, who were born abroad, who arrived in the UK aged 16 or older, and who

have been in the UK for at least five years. 892,Some cells are censored due to small cell size, in line with the requirements

of the data provider.

Table C8: Methods of finding current job by gender and originalmotive, column %

Work Student Family Refugee  Total

Men

Hearing from someone who worked there 28.8 21.0 34.0 395 29.2

Replying to a job advertisement 215 26.2 20.4 20.2 22.2

Other method 49.7 52.8 45.6 40.3 48.6

Total 100.0 100.0 100.0 100.0 100.0
Women

Hearing from someone who worked there 225 175 24.9 24.0 22.4

Replying to a job advertisement 29.7 33.3 24.4 26.0 28.4

Other method 47.8 49.2 50.6 50.0 49.3

Total 100.0 100.0 100.0 100.0 100.0

Source: LFS 201:2014. Notes: This table shows the method that employed respondents used to find their current job, restricted
to those who found their job in the last 12 months. Jdraple is shown by original motive and gender. The sample consists
of 1,0 men and 1,08women aged 264, who were born abroad, who arrived in the UK aged 16 or older, and who have

been in the UK for at least five years. n=21
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Table C9: Languageindicators by gender and originalmotive, %

Motive
Language measure Work  Student Family Refugee Total n
Men
Language difficulty finding or keeping a jo 145 - 20.0 - 155 1,044
Language difficulty in education 6.7 - 14.0 - 9.0 1,042
Non-English first language at home 64.3 48.9 56.4 76.9 60.6 1,732
Women
Language difficulty finding or keeping a jo 13.8 - 235 - 20.4 1,169
Language difficulty in education 8.7 - 16.2 - 14.2 1,172
Non-English first language at home 54.7 43.1 58.2 75.8 55.8 2,112

Source: LFS 2012. Notes: This table shows three language indicators, drawn from the third quarter of the LFS in 2012. A
slightly different group of respondents answered each quest@gparate sample sizes are shown in the final column on the

right. The sample is shown by original motive and genfleme cells are censored due to small cell size, in line with the
requirements of the data provider.
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Table C10Q Full Parameter estimaes from probit models of national identity by gender

Men Women

Estimate Std. Error Estimate Std. Error
Intercept -386.1 14.4 -350.3 14.6
Work REF REF
Student -4.8 4.4 -0.9 4.5
Family 34.3 3.9 22.4 3.5
Refugee 31.3 5.5 28.7 6.1
Arrival Age 0.5 0.2 0.2 0.2
In YSM 85.8 4.2 78.3 4.7
Stu*ln_YSM 36.1 6.6 28.2 6.9
Fam*In_YSM -14.7 6.2 6.7 5.3
Ref*ln_ YSM 10.4 10.6 34.3 12.0
No quals REF REF
UK qual below deg 38.1 7.8 24.5 6.4
UK 1st deg 23.8 8.8 17.4 8.0
UK high deg 31.8 7.4 21.8 7.1
For qual <deg 5.3 5.5 154 4.7
For qual deg or > 23.4 5.9 20.7 5.1
Missing qual info 27.1 5.1 20.8 4.4
No children REF REF
Single parent 28.4 13.2 9.2 4.4
Couple parent 16.0 3.0 104 3.0
Missing parental status 4.2 6.5 10.5 6.0
Poland REF REF
Afghanistan 136.5 13.7 139.1 15.2
Australia 49.2 14.7 13.6 15.6
Bangladesh 147.4 10.6 154.8 9.5
China 56.1 13.9 74.6 10.8
France -41.8 18.5 -43.9 13.2
Germany 107.8 15.7 113.8 12.9
Ghana -6.4 16.1 6.4 10.8
India 77.4 12.7 100.6 11.0
Iran 123.3 8.2 119.6 7.0
Iraq 91.2 12.9 88.4 13.5
Ireland 113.1 12.4 141.8 15.0
Italy -52.6 12.2 -48.4 10.1
Jamaica -24.0 15.6 -28.5 15.8
Kenya 151.5 14.1 135.1 11.7
Lithuania -61.1 27.7 -24.7 16.6
New Zealand 61.5 18.0 49.4 16.7
Nigeria 111.7 10.5 120.5 9.5
Pakistan 143.4 8.8 149.2 7.6
Philippines 133.2 11.4 126.4 8.6
Portugal 15.6 154 -8.8 14.3
Romania 51.2 16.3 71.2 14.1
Slovakia -43.9 44.9 33.7 15.6
Somalia 114.7 13.7 117.9 11.2
South Africa 134.2 10.2 122.7 9.0
Spain -29.4 21.3 -36.3 16.9
Sri Lanka 116.0 10.8 103.4 10.0
Turkey 825 12.0 95.1 11.4
United States 5.9 13.9 5.8 11.1
Zimbabwe 103.3 114 111.0 9.8
Other A8 -12.4 19.9 13.9 11.7
Other Africa 106.2 8.9 120.6 7.7
OtherAmericas 80.9 10.6 70.5 8.5
Other Asia 85.9 9.4 72.9 7.6
Other EU15 -20.6 14.2 -18.4 10.6
Born elsewhere 94.2 9.5 87.2 7.9

Source: LFS 2012014. Notes: This table shows full parameter estimates from models of British nations} ioleggnder.
Coefficients andtandard errors are all multiplied by 100he sample consists of 19Amen and 1362 women aged 21
64, who were born abroad, who arrived in the UK as adults, and who have been in the UK for at least five ye269. n=24,
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Table C11 Robustness check: selectedapameter estimates from probit models of

national identity by gender, with and without control for legal citizenship

Probit models

Men Women
A B A B
Citizen 168.3 167.7
(3.6) (3.1)
Motives
Work REF REF
Student -4.8 -1.2 -0.9 5.2
(4.4) (4.8) (4.5) (4.9)
Family 34.3 22.0 22.4 14.9
(6.2) (4.4) (3.5) (3.9
Refugee 31.3 16.2 28.7 23.6
(10.6) (6.2) (6.1) (6.9)
Years sincenigration
In_YSM 85.8 42.3 78.3 42.4
4.2) 4.7) 4.7) (5.2)
Student*In_YSM 36.1 11.6 28.2 9.9
(6.6) (7.2) (6.9) (7.6)
Family*In_YSM -14.7 -11.8 6.7 3.4
(6.2) (6.9) (5.3) (5.8)
Refugee*In_YSM 10.4 16.2 34.3 10.1
(10.6) (6.2) (12.0) (13.3)
Other controls Yes Yes Yes Yes
Intercept -386.1 -295.6 -350.3 -278.3
(14.4) (15.6) (14.6) (15.9)
Means 36.3 36.3 38.5 38.5

Source: LFS 201:2014. Notes: This table shows selected paranestiimates from models of British national identity by
gender. Standard errors areparentheses. Coefficients artdrsdard errors are all multiplied by 100. The columns labelled

6 Ashow results from models with contrddés origin, arrival age, highesualification, and parental status, and the columns

| ab el BhewlresdltBfiom models witin additional control for legal citizenshiphe sample consists of 19Amen and
13,762women aged 264, who were born abroad, who arrived in the UK as adults, and who have been in the UK for at least
five years. n=2459,
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