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I. Introduction

Economists have been studying the economic assiomlaf immigrants for over a quarter century
(Chiswick 1978). Despite the widespread inteneshis question, however, the vast majority of stad
have focused their attention on a single countsyally the United StatésFurther, almost all studies
restrict attention to a single dimension of immigrassimilation, typically the wages or earningthoke
immigrants who are employed. Thus, relativel\dits currently known about international differeadn
the amount of immigrant assimilation, or in foem (wages versus employment) this assimilation takes.

In this paper, we characterize both the amountfand of total earnings assimilation in three
countries—Australia, Canada, and the United Statesrg (as far as possible) identical samples and
procedures for the same period of time. We finddadifferences. Specifically, we find that new
immigrants face by far the largest wage disadvantaghe United States, but also experience bthtar
greatest rate of wage growth after arrival. Estedatage assimilation is smaller in Canada andusbty
negative in Australia, as some immigrant cohorts to thairntoy earn a positive wage premium upon
arrival, and then assimilate downwards toward#tingralian norm. On the employment dimension, we
detect assimilation in all three countries, bunhdofind large differences among countries. Ovgetiad
amount of total earnings assimilation is highesthiea United States, and the share of total earnings
assimilation attributable to wage growth is highiesthat country as well, with Australia at the @th
extreme and Canada in-between.

What might cause these dramatic international idiffees in the amount and form of immigrant
assimilation? After ruling out some obvious pokeséxplanations—for example, differences in obdae/a

immigrant characteristics and the greater predonti@af Latin American immigrants in the United

! A notable exception is Borjas (1988), who usebezatata on the same countries as we do. Unfataly because he only had access to a
single cross-section of data for Australia, he dawbt separately identify assimilation and cohffaats in that country. Miller and Neo
(2001) compare the United States and Australiagusisingle cross-section in each country.
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States—we note that the differences we documerstakengly similar to what one would predict fraam
simple model that emphasizes the effects on asgionl of two institutional features of the host otyy:

the degree of wage inequality and the generosityaime floors for the unemployed. In particuthe
observed patterns are consistent with a scenawbich Australia’s (and to a lesser extent Cangahatse
compressed wage distribution and generous incompeosu(1) force assimilation to occur along the
guantity rather than the price dimension, and €2luce the potential for immigrant wage growth after

arrival?

Il. Data
We analyze individual-level data from the 1981 2861 Australian and Canadian censuses and the
1980 and 1990 U.S. census. For each country, teeseses provide comparable cross-section data at
points in time on demographic characteristics abdt force behavior, as well as the requisite médron
on country of birth and year of arrival for foretgorn individuals (henceforth referred to as imraigs).
Having at least two cross-sections of data for eamintry is advantageous for estimating immigrant
assimilation effects, as we explain in the nextisacand the large samples of individuals avadabhl
census data produce relatively precise estimates Australian data constitute one-percent sangpkbe
population, the Canadian data are three-percerlearand the U.S. data are five-percent saniples.
The similarities between our three countries thakethem, collectively, a good “laboratory” in
which to study the determinants of immigrant askitioin are well known; they include a high level of
economic development; a common Anglo-Saxon culhgatage, language, and legal system; a definition

of citizenship that is based on country of birthr@turalization” rather than ethnicity; the feaaf being

2To our knowledge, only two other papers have adersd the interaction of national labor marketiatons and immigration. Angrist and
Kugler (2003) analyze how the impact of immigraomsatives varies with labor market flexibility. Kahn (200&ports evidence consistent
with the hypothesis that greater wage flexibilitythe U.S. labor market makes it easier for mafeigrants to find jobs, especially when the
immigrants have low skills.

3 The U.S. samples are much larger than the sarfiplmsthe other two countries. To lighten the cotapional burden, we employ 0.1-
percent (or one in a 1000) samples of U.S. natlwaisywe use the full five-percent samples of UnBnigrants, and we use the full samples of
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recently colonized by Europeans with only smallregioal populations remaining in the country; ralaly
low population densities; a long tradition of immagon; and large immigrant population shares by
international standards. As we argue below, themey basic similarities increase the likelihood tha
large differences in immigrant assimilation patserdentified here are related to current institogio
differences between the countries.

We restrict our analysis to men between the ag2s ahd 59 who are not institutional residents.
We exclude women in order to minimize biases agi$iom selective labor force participation, and we
choose this age range so as to focus on men wieoduwempleted their formal schooling and who have a
strong attachment to the labor market. By comgasirtcomes for immigrants with those for nativeewh
reside in the same destination country, nativeseare as a control for cross-country differencescial
or economic conditions or in how the census date wellected. To increase comparability of theveat
samples across countries and improve their usefsilmea control group, we exclude non-whites frem t
native (but not the immigrant) samples. In additi@sidents of the Atlantic Provinces and theificeres
are excluded from the Canadian samples, becautieglse individuals the information about country of
birth and year of immigration is not reported irffeient detail. In the U.S. samples, we exclude
individuals born in Puerto Rico and other outlyargas of the United States, because the 1980&hSus
does not provide information on year of arrival $orch individuals. Finally, because the inclusadn
immigrants who arrived as children can bias estsaf assimilation effects, we exclude all forelmgrn
individuals whose age and arrival cohort imply gogsibility that they entered the destination count

prior to age 16.

[11. Empirical Framework

As noted, a key goal of this paper is to compage¢lative importance of employment versus wage

natives and immigrants available in the Austrahad Canadian data.
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adjustments in accounting for the labor marketraggiion of immigrants to Australia, Canada, and th

United States. To do so, we start with the idgriit= pw, whereE denotes the expected earnings of an

immigrant,p is the probability that the immigrant is employaddw is the wage paid to the immigrant
when he is employed. It is perhaps most natur#hittk of p as the fraction employed in a cohort of
immigrantsw as the mean earnings of the employed members gbthort, and as the mean earnings of
all members of the cohort (including those whorereemployed and therefore have zero earninggjurin
data,E, p, andw are all measured onngeekly basis; i.e.w represents weekly earnings of persons who are
employed in the census reference weakpresents the probability of being employed dyifire reference
week, and is the average total weekly earnings of a reptasiga member of an immigrant arrival cohort
including both its employed and nonemployed members

Consider how the cohort’s earnings potential eeslover time as its members adapt to the
destination country’s labor market. To a first@rdpproximation, the above identity implies that
1) %AE = %Ap + %AW .
In percentage terms, the growth in expected easranging from immigrant assimilation is equalhie t
sum of assimilation’s impacts on employment ratebvgages. To implement equation (1) empirically, w
define assimilation as the independent effect oétilon of destination-country residence on immigran
outcomes. In other words, for each of our threst bountries, we shall ask how immigrant wage and
employment outcomes change with greater exposutataountry.

To distinguish assimilation effects from cohorteefs, we adopt the regression framework

developed by Borjas (1985, 1995). Specifically,y¢ represent the outcome for individjiaivhere the

superscripg takes on the valuégor immigrants andl for natives. Pooling data from the 1981 and 1991

censuse$jmmigrant outcomes are determined by the equation

* These are the years relevant for the AustralishGanadian census data. For the U.S. censugitetorresponding years are 1980 and
1990.



2) Y =C A+ AQ +7T, + A-T)X, By + T, X, By, + €},

where the vectdC is a set of mutually exclusive dummy variablesidging immigrant arrival cohorts,
the vectoA is a set of mutually exclusive dummy variablesaating how long an immigrant has lived in
the destination country, is a dummy variable marking observations fromi81 census, the vectdr
contains other determinants of outcomess a random error term, and the remaining paramate the
objects of estimation. This specification givesteanmigrant arrival cohort its own intercept, and
differences in these intercepts represent permaungcime differentials between cohorts. The caoeffits

of the duration of destination-country residencedues measure the effects of immigrant assimiladion
the outcome variable. In addition, the coefficseoftthe variables iX are allowed to vary across census
years, with the subscripts 81 and 91 indicatingstineey year of a particular parameter vector.

The corresponding equation for natives is
(3) y =a" +mm + A-T)X, By +T, X, By + €',
wherea" is the intercept for natives, and the arrival abhad duration of destination-country residence
variables are excluded from this equation becawsgdre not relevant for natives.

An analysis of immigrant outcomes must confroatdlassic problem of distinguishing cohort, age,
and period effects. The main identifying restantimposed in equations (2) and (3) is that théoder
effect 71 is the same for immigrants and natives, as indecdly the absence of a superscript on this
parameter. In essence, the period effect is etthfeom natives, and this information is usedientify
cohort and assimilation effects for immigrantskey assumption of this approach is that compostion
changes in the subsample of an immigrant cohogrebd—such as those caused by emigration, mortality
and labor force entry and exit—do not bias measatgdome changes. To estimate the parameters of
equations (2) and (3), we pool observations on gnamts and natives from both years of census detta i

a single regression, and then impose the resmitimplicit in these equations by introducing the
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appropriate interaction terms between nativity, 1880/91 census dummy, and the other explanatory
variables.

Equation (2) also imposes the restriction thatrtite of immigrant assimilation does not vary
across arrival cohorts. This restriction convetijesynthesizes the experiences of various arcghbrts
over the 1980s into a single assimilation profiledach outcome and country, but we obtain simelsults
from less restrictive specifications that allow foohort-specific assimilation profiles. For U.S.
immigrants, Duleep and Regets (1999) and BorjaB8(qRpPresent evidence on how assimilation patterns

differ by arrival cohort.

V. Estimation Results

In this section, we use the empirical approachdascribed to estimate the impact of assimilation
on the employment and wage opportunities of imnmtgdo Australia, Canada, and the United States.
Interpreting these estimates in the context of egugl), we then compare the relative importanice o
employment versus wage adjustments in accountirigifmigrant labor market assimilation in these¢hre
countries.
a. Employment Assimilation

Table 1 presents selected coefficients from esitig&quations (2) and (3) for employment. The
dependent variable is a dummy identifying whetherimdividual was employed during the census survey
week. The coefficients were estimated by leastasep) and robust standard errors are shown in
parentheses. In addition to the variables listedable 1, all regressions include controls for age
geographic location. Two specifications are reported for each destinapuntry. The first specification,

in the columns labeled (1), includes the independanables mentioned so far, whereas the second

5 The age variables are dummies identifying fiveryge groups from 30-34 through 55-59, with 25-88nyolds as the omitted reference
group. The geographic variables indicate regioresidence within each destination country (witthéregions defined for Australia, six
regions for Canada, and nine regions for the Urfittades) and whether the individual lives in a opttitan area. The coefficients of the
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specification, in the columns labeled (2), alsotaaa for years of schooling. Immigrants, eversthaho
migrate as adults, frequently acquire additionalcation after arriving in the destination country
(Chiswick and Miller1992; Betts and Lofstrom 200@)r this reason, we focus our discussion ontgsul
from the specification that does not control foueation, because this specification allows foraaber
notion of labor market assimilation that includas ¢ffects of post-migration investments in schmapliln
general, however, the two specifications yield Emiesults.

Table 1 reports the immigrant cohort and assirifegffects, as well as the period effects, froen th
employment regressiofisThe estimated period effects, which are the @mefits on the 1990/91 census
dummy, indicate that employment opportunities detated between 1981 and 1991 in Australia and
Canada and did not change much in the United Statgshe same decade. The immigrant arrival ¢ohor
coefficients reported in Table 1 have been norredlito represent immigrant-native employment
differentials for men who are aged 25-29 (in bgtbcifications) and who have 12 years of education i
1990/91 (in specification (2)). In addition, thediferentials pertain to immigrants from the redav
arrival cohort when they have lived in the destoratountry for five years or less. For examphe t
estimated coefficient for 1976-80 Australian imnaigis in column (1) indicates that, in their firstef
years after arriving, this cohort had an employnmate 14.5 percentage points below that of otherwis
similar natives.

That the cohort coefficients are uniformly negatiwmplies that, in all three countries, immigrants
from every arrival period initially experienced lewemployment than natives, but these employment
deficits for new immigrants are much larger in Aaba and the United States than in Canada. Within

each country, the coefficients tend to be simianagnitude for the various arrival cohorts. Timding

geographic controls are restricted to be the samarfmigrants and natives, but these coefficiemts differ across survey years. The
coefficients of the age and education variablesalogved to vary both by nativity and survey year.

% The intervals listed for immigrant arrival cohosi® those defined in the Australian and Canadida; dhe slightly different immigrant
cohorts defined in the U.S. data are as follows-1960, 1960-64, 1965-69, 1970-74, 1975-79, 19B@u8d 1985-90. The 1991 Australian
census does not distinguish 1960s arrivals frofieeammigrants, and therefore “pre-1971" is theshprecise arrival cohort that can be
defined consistently across censuses for Austratiarigrants. For Canada and the United Statesebhervimmigrants arriving during these
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suggests that, after controlling for years spemtihéidestination country, employment rates do ifterd
much across cohorts. The one important exceitrei 1986-91 cohort of Canadian immigrants, whose
employment rate is estimated to be permanentlybtiat of other Canadian arrival cohorts by attléas
percentage points.

We now turn to the assimilation effects that dre tocus of our analysis. In Table 1, the
coefficients of the “time in destination countryidmy variables indicate how employment rates change
as an immigrant cohort becomes more familiar wishnew surroundings. Australian and American
immigrants display virtually identical patternsvitnich the bulk of employment assimilation takescpla
within the first decade after arrivallin both Australia and the United States, employmetes shoot up by
10 percentage points as immigrants pass from 06511 years in the destination country, but theesaf
employment increases only modestly (2-4 percenpagets) with further exposure to the host labor
market.

Employment assimilation for Canadian immigranys;dntrast, is a much more continuous process
that takes longer to play out. For example, adgogrtb the estimates that do not control for edocat
(specification (1)), immigrant employment rategrigelative to their level during the initial fiyears of
Canadian residence) by 4 percentage points afi€y years, 6 percentage points after 11-15 years, 8
percentage points after 16-20 years, and 10 pegeipbints after more than 20 years in Canadapit@es
the fact that employment assimilation beyond ti&t flecade of residence is strongest for Canadian
immigrants, the much greater initial adjustmentéo$tralian and American immigrants result in total
employment growth, even after more than 20 yeamgssimilation, that is larger in Australia and the
United States (12-14 percentage points) than ira@a9-10 percentage points).

Finally, recall the negative cohort coefficienisatissed earlier. These coefficients indicate that

years are disaggregated into “1966-70,” “1961-@6d “pre-1961" cohorts.
" For the United States, several earlier studiestfiis same pattern of immigrant employment adjastnSee for example Chiswick, Cohen,
and Zach (1997) and Funkhouser (2000). For AuatrisicDonald and Worswick (1999b) report a simflading for unemployment: the
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upon arrival, all immigrant cohorts had employmeattes lower than those of comparable natives.
Employment growth from assimilation, however, evaltiyy erases all or most of this initial employment
deficit for every immigrant arrival cohort. Consigfor example, the 1971-75 cohort of U.S. immi¢ga
According to the specification (1) estimates thahdt control for education, during its first fiyears in
the United States this cohort had an employmeatldpercentage points below that of natives. rjfte
6-10 years of U.S. residence, however, assimilatemmows the employment gap of this cohort by 10
percentage points, and after 20 years in the UStates the cohort’s employment rate closes tanvih
percentage point of the rate for comparable natihesnigrants from other arrival cohorts and inesth
host countries display the same basic patternh Wifficient time for adjustment, male immigrans i
these three countries attain employment ratesaindlthose of natives.
b. Wage Assimilation

Table 2 presents analogous estimates for the aldagarithm of wages, our other outcome
variable. These log wage regressions are identictiucture to the employment regressions in&abl
except that now the sample is restricted to employen, and controls have been added for hours worke
during the census survey week. These controlsdekly hours of work are included so that our estés
using the available information eveekly income (for Australia) or earnings (for Canada treUnited
States) more closely approximate the effectisaunly wages (i.e., the “price” of labor) that we se@ke
coefficients of the weekly hours indicators arewakd to vary across census years but not by nativit
Because the dependent variables in Table 2 repneserinal wages, the estimated period effects {he.
coefficients on the 1990/91 census dummy) refldatever inflation occurred during the 1980s, as$ agel
the effects on real wages of any changes in ndtem@momic conditions that took place over the deca

In Table 2, the estimated coefficients of thevatrcohort dummies reveal the extent of permanent

wage differences between immigrant cohorts. Swadewlifferences are relatively modest in Austiatich

unemployment rates of immigrant men decline shaipbyh in absolute terms and relative to nativempleyment rates, during the first
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somewhat larger in Canada and the United StategeWrofiles tend to be lower for more recent atriv
cohorts, especially in Canada and the United Std&esexample, in the specification (1) regressiat
does not control for education, Canadian immigrantsving in 1986-91 have a permanent wage
disadvantage of about 30 percent relative to tipegdecessors who arrived before 1970. The
corresponding wage deficit is smaller but stilesilale for the most recent cohort of U.S. immigraifitse
pattern in Table 2 of a steady decline in wagestiocessive cohorts of male immigrants to Canada an
the United States confirms the findings of previsuglies (e.g., Baker and Benjamin (1994) and Bloom
Grenier, and Gunderson (1995) for Canada, and 8¢tf#85, 1995) and Funkhouser and Trejo (1998) for
the United States).

The estimated coefficients of the “time in dedima country” dummy variables measure wage
growth due to immigrant assimilation. Consisteithwearlier research by Borjas (1988) and McDonald
and Worswick (1999a), we find no evidence of pusitivage assimilation for Australian immigrants.
Although both Canadian and U.S. immigrants enjgnificant wage boosts arising from increased
exposure to the destination country’s labor matketmagnitude and duration of such wage assionlai
greater in the United States. For example, witlboatrolling for education, the estimates imply thages
grow by 11 percent as an immigrant cohort in Careadi@nds its time in the country from 0-5 to 11-15
years, but additional exposure to Canada beyosgthint produces little wage improvement. For U.S.
immigrants, the corresponding wage growth is 14grafter 11-15 years in the country and 24 pércen
after 20-plus years of residence. Estimates ofigrant wage assimilation and the pattern of difieess
across destination countries are similar in speatifon (2), which controls for education.

c. Total Earnings Assimilation and its Components
Given the estimates, from Tables 1 and 2, of migrant employment and wage opportunities

evolve with greater exposure to the host counte,can now implement equation (1). As discussed

decade after arrival.
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earlier, equation (1) decomposes the labor madsatralation of immigrants into employment and wage
components, where each component is simply theeptrge impact of assimilation on the relevant
outcome. The log specification of the dependemialsbe in the wage regressions implies that the
assimilation coefficients from these regression®aaly approximate percentage effects, but the
corresponding coefficients in the employment regjoes do not. We transform the estimated employmen
effects of assimilation into percentage terms bygaring these effects with the employment ratébef
most recent arrival cohort in the 1990/91 data.

For each destination country, Table 3 reportsdhalting estimates of the components of equation
(1), with standard errors in parentheses. Theptpel of Table 3 presents estimates based on the
regressions that do not control for education, eagthe bottom panel shows results from the atieena
specification that conditions on education. As priéed by equation (1), “total” immigrant earnings
growth due to assimilation is computed as the stitineoestimates of earnings growth from employment
assimilation and from wage assimilation. Theseuwtations are reported for the assimilation-induced
growth that occurs for an immigrant cohort betwiggfirst five years in the destination country aath
of the durations of residence ranging from “6-1@rgé to “more than 20 years.” Finally, in order to
highlight differences across countries in the ratnfrimmigrant labor market adjustment, Table ® als
shows the percentage of total earnings growth &issmilation that arises from employment assinoirati
rather than from wage assimilation.

Initially consider the estimates in the top pamielTable 3, which do not control for education.
Employment assimilation is an important contributommigrant earnings growth in all three courdyie
but the timing of this contribution varies. In Araia and the United States, the vast majority of
immigrant employment assimilation occurs duringftret decade after arrival, whereas employmeesrat
for Canadian immigrants rise more continuously withiation of residence. In addition, the ultimate

impact of employment assimilation is somewhat ile€3anada than in the other two countries. Afteran



12

than two decades in the destination country, enmpéoyt assimilation increases immigrant earnings by
about 17 percent in Australia and the United Statesby 13 percent in Canada. Earnings growth from
wage assimilation, on the other hand, is largeshénUnited States, sizeable in Canada, and zero or
negative in Australia. Summing together the efe¢iemployment and wage assimilation, earnings gro
with duration of residence the most for U.S. imraigs and the least for Australian immigrants. Afte
more than 20 years in the destination country,efcample, total earnings growth from immigrant
assimilation is 40 percent in the United Stategp@®ent in Canada, and 8 percent in Australia.

Finally, Table 3 quantifies thelative contributions of wage and employment assimilatociotal
immigrant earnings assimilation in these three tesusing the simple decomposition in equatign (1
The top panel of Table 3 shows that, at almostangtion of residence, the earnings growth of Cemad
immigrants derives in roughly equal parts from emgpient assimilation and from wage assimilatior. Fo
Canadian immigrants, employment and wages risbaitahe same rate with greater exposure to their
adopted country. For U.S. immigrants, however,exaggimilation proceeds continuously but employment
gains are concentrated in the first decade afterahr As a result, for the United States, thershat
immigrant earnings growth attributable to employtressimilation falls from 71 percent after 6-10rgea
of residence to 41 percent after more than 20 yefarssidence. For the first 15 years after alyiva
employment adjustments account for a larger sHan@migrant earnings growth in the United Statesith
in Canada, but the opposite pattern emerges agtahgations of residence.

The bottom panel of Table 3 reports analogousneséis that control for education. Overall, the
patterns are very similar to the top panel. Fana@a and the United States, controlling for edooati
generates somewhat lower estimates of employmemhietion and the share of total earnings growth
arising from employment assimilation, but the corgmans across countries remain as described above.
We note, however, that only for the United Stagethe share of earnings growth due to employment

assimilation estimated with much precision, soaltfh cross-country differences in our estimatekisf
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share are suggestive, they are not statisticajhjifszant.

V. Possible Explanations

One obvious factor that might explain the dramalifferences in immigrant assimilation
documented above is the marked difference in tlkeceocountry composition of immigrant flows to
Australia, Canada and the United States (Reitz ;188&col, Cobb-Clark, and Trejo 2003). In paray
Borjas (1993) and Antecol, Cobb-Clark, and Trefa0@) show that the skill deficit for U.S. immigrant
relative to Australian and Canadian immigrantsesr@imarily because the United States receivasgch m
larger share of immigrants from Latin America thdm the other two countries. Consequently, an
important concern is whether broad differencesegiian of origin drive the cross-country patterns of
immigrant assimilation that we observe.

To investigate this issue, we replicated our aswdyfor two subsamples of the immigrant
population that are fairly homogeneous in natiamgjins yet still provide sufficiently large sam@zes
for each country: only men born in Europe and angn born in Asia. The patterns for European and
Asian immigrants considered separately are sirtolénose for all source countries combined (weato n
report these results here, but they are availapten uequest). Thus it does not appear that broad
differences in region of origin, and in particullae large role of Latin American immigrants in theited
States, explain our results.

Could host-country differences in immigration pgl{(including perhaps their effects on the more
detailed national origin mix of immigrants) explaumy immigrant assimilation patterns are so diffitre
across these three countries? On the surfacemilist be an appealing explanation of at least the
differences in wage assimilation: could it be tlhe&tcause of Australian immigration policy, Ausaal
immigrants are so well “matched” to the Australialmor market that they earn as much as (or morg tha

Australian natives on arrival, making further pexg relative to natives impossible? Since a ldirgetion
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of Australian (and Canadian) immigrants are setkatethe basis of labor market qualifications, thia
potentially appealing hypothesis. However, as&o(1993) and Antecol, Cobb-Clark and Trejo (2003)
have shown, once the large share of U.S. immigfemts Latin America is controlled for, the Austiaati
and Canadian points systems have little demonstratgact on the qualifications of immigrants. ®inc
our main results continue to hold very strongly $absets of immigrants from Europe or Asia, these
“points systems” are thus unlikely to account fibtlee international differences in assimilatiorttpens
documented here. Further, a more labor-market&teimmigration policy shouldaise immigrants’
relative employment rates on arrival, and thideady not the case in Australia or Canada relatvhe
United State§.

Another possible explanation of differences in iigmant assimilation patterns is international
differences in host-country labor market institoso@ther than immigration policy. Such differences,
including unionization and income support policiesye recently been linked to international diffees
in wage inequality (DiNardo, Fortin, and Lemieux969Blau and Kahn 1996), in the manner in which
economies respond to adverse shocks to the dermanadkilled labor (Card, Kramarz, and Lemieux
1999; McDonald and Worswick 2000), in the sizehaf gender wage gap (Blau and Kahn 2000), in the
magnitude of wage losses experienced by displaocedens (Kuhn 2002), in youth unemployment (Abowd
et al. 2000), in work hours (Bell and Freeman 20diltechnical progress (Moene and Wallerstein 1997
and in the amount of labor reallocation across siries (Bertola and Rogerson 1997).

Given this extensive literature, it seems naturalsk whether a nation’s labor market institutions
might also shape the way in which new immigrantsgrate into its economy. For example, any nationa

policy or institution that effectively imposes antling wage floor, or any policy that provides in@m

8 Another possible source of bias in our resultistfzom the fact that universities in Australian@da, and the United States host a sizeable
number of foreign undergraduate and graduate stsi@éro typically return to their home countriesaftompleting their studies. Return
migration by these foreign students could causeigrant employment rates to rise sharply after aiwarcohort has spent 5-10 years in the
destination country. More generally, the presesfdemporary immigrants such as foreign studentsuiinsamples can bias estimates of
assimilation profiles, and the nature of this biaght vary across destination countries. To exptais issue, we redid our analyses after
dropping from the samples anyone currently enrdhesthool. Very little change was observed.
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support for unemployed immigrants, might “force’nmgrant assimilation to occur along the employment
rather than the wage dimension (e.g., Harris a1 970). Any institution thabmpressesa country’'s
wage distribution would operate in two distinct wayhe first of these is purely mechanical: supjlat,
over the course of his first ten years in the coyiain immigrant t@ny country advances five percentiles
in the native wage distribution. Simply becausertings of the wage “ladder” are farther apartighh
inequality countries, immigrants to those countuwelt experience greater wage growth (relative to
natives) than immigrants to other countrfieBhe second effect is behavioral: suppose thahthestment
required to rise one rung on the wage ladder (Egrning English) is equally costly in these three
countries. Then immigrants to compressed-wagetdesmvill be less inclined to make such investraent
Do the actual institutional differences acrossthitee countries studied in this paper accord with
the differences required by the above discussfooffcerning the wage-setting process, Table 4 stiwvs
well-known difference in union density between ttheted States and Canada, as well as the well-known
decline in U.S. union density between 1980 and 198MBile union density in both countries is low by
OECD standards, by the end of our sample pericoluensity in Canada was more than double that in
the United States (36 versus 16 percent). In botimtries, coverage is only marginally greater than
density, and wage bargaining is extremely decemti@dl(among 19 OECD countries, only one country
ranks lower than Canada and the United Statesrimstef bargaining centralization). Australia’s ami
membership rates are higher than both Canadathandhited States’s, but the most dramatic diffeeen
is in union coverage: in both our sample yeargyé&@ent or more of Australian workers’ wages were
determined by collective bargaining agreementsthiy, this wage-setting process is highly cerseali
and coordinated. In 1990, Australia was rankest ftied with Austria, Belgium, Finland, Norway,

Portugal, and Sweden) among 19 countries in bargagentralization by the OECH.

° For the United States, this “mechanical” effecivafge structure on the immigrant-native wage gapleen explored by Butcher and
DiNardo (2002) and Lubotsky (2001).
10 During our sample period, the dominant institutionAustralian wage-setting was the “awards” systansystem whereby unions,
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The consequences of these different wage-settsigutions for wage dispersion can be seen in
panel B of Table 4. As Blau and Kahn (1996) hangri@d, high levels of union coverage tend to be
associated with low levels of wage dispersion, #nd is certainly borne out in our data. By all
measures—the 90/10 ratio (ratio of thd"'@6 the 18' percentiles of the weekly earnings distribution),
90/50 ratio, 50/10 ratio, or the standard deviatiblog wages—Australia had the most compresse@wag
distribution in both years of our data, and thetebhiStates the most dispersed. Canada standsdometwe
these two extremes on most measures, thoughatligvith the United States on two of these measares
1990, perhaps reflecting a more severe recesstbataime. All three countries exhibit increaswmage
inequality between 1980 and 1990.

Concerning the income support available to unengaayorkers, an aggregate, comparable index
of benefit generosity computed by the OECD in Tdldbows similar overall replacement rates in Canad
and Australia, and a much lower rate in the Unisdtes. While this probably summarizes overall
generosity reasonably well, there are a numbeea$ans to suspect that these figures understate the
differences among the three countries, especisllyafects immigrants. One such difference estéke-
up rate of unemployment insurance (Ul) benefitis1990, the ratio of Ul beneficiaries to the totanber
of unemployed was 34 percent in the United St&2gercent in Australia, and 87 percent in Cartada.
Thus itis much less likely that an unemployed veoik the United States will actually receive Uhbgts
than in Australia or Canada. Second, the Austratieome support system has three features that inak
especially generous for immigrants: unlike theteahiStates and Canadian systems, eligibility doés n

require prior employment, recent immigrants areexglicitly disqualified from receiving benefitsy@

employers, and government representatives meeatdtional level to negotiate wage rates spedaflaundreds of occupations. Although
firms were free to pay above-award wages, thisrasin practice. Thus, for all intents and pugs#\ustralian wages during our sample
period were centrally administered at the occupdgwel. Statutory minimum wages were set at sinflbw) fractions of the average wage
in Canada and the United States, and they didxisitia Australia because they were supersedetidatvards system.

YOECD, 1994, Table 8.4, plus CANSIM Series v384 i@ PECD's table includes lhd welfare cases for Canada; thus we retrieved our
own beneficiary counts from Statistics Canada’s G database]. Australian figures refer to 193f.Ganada, our figures include regular
Ul beneficiaries only (thus they exclude Ul bereefir job training, maternity, sickness, etc.). nfided, Australia has only a means-tested
program—these figures refer to it. U.S. figurdeg lhose for Canada, include Ul claimants onlygtexcluding welfare). In all cases the
count of beneficiaries refers to an annual avesagek (not to the total number of persons receiliegefit at any time during the year).
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benefits do not depend on previous wages. Furibrernn Australia these benefits are payable for an
indefinite period, in contrast to maximum entitlexhperiods of a year in Canada and 26 weeks in the
United States. Overall, it thus appears that Alists income support system is the most generous t

immigrants, and both Canada and Australia arelgleaore generous than the United States.

In sum, the institutional differences summarizdubvee are consistent with the patterns of
immigrant assimilation documented in this papéne Broad institutional features of these labor metsrk
lead us to expect wages to be the primary modessifrélation in the United States, employment in
Australia, with Canada in between. Empirically fivel that employment gains explaafl of the labor
market progress experienced by Australian immigrahat the magnitude of wage assimilation is getat
in the United States, and that (for sufficientlgdgoeriods of adjustment) the share of immigrariags
growth due to wage assimilation rather than emptyrassimilation is also largest in the United &tat

A final concern with the “institutional” hypothesilescribed above is the notion that institutional
differences among these three countries causarsystally different types of immigrants to aieracted
to each country. For example, individuals withhhigarning capacities should be disproportionately
attracted to the U.S. market, where investmerdsiditional human capital are more likely to be neled.

We do not dispute this possibility; in fact wertkit is quite likely. Instead we simply notesfirthat any
self-selection of this nature thatmsluced by international institutional differences wouidhgly reinforce
the international differences in assimilation paitsehat we observe. Second, self-selection otbitaon”
or “learning ability” that is induced by internatial institutional differences can be seen as a#bgi
extension of Borjas’s (1987) argument that inteamat! differences in wage inequality should affiet
average abilityevel of immigrants. Indeed, it is exactly what we ddoexpect if host country labor

market institutions really matter.

V1. Conclusion
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In this paper we generate estimates of employ@eivage assimilation among immigrants to
Australia, Canada, and the United States usingisatteta spanning the decade of the 1980s. Whfand
total earnings assimilation is greatest in the &thiBtates and least in Australia. Further, empéym
assimilation explainall of the earnings progress experienced by Australiemigrants, whereas wage
assimilation plays the dominant role in the UniBtdtes, and Canada falls in-between.

We argue that these patterns are suggestiveasfeant of host country labor market institutions on
the immigrant assimilation process, with relativiaflexible wages and generous unemployment inggran
in countries like Australia causing assimilationdocur along the “quantity” rather than the price
dimension. Also, Australia’s relatively compresseahe distribution reduces the scope for immigrant
wage growth and might reduce incentives to makéaoal investments in human capital.

Of course, it is certainly possible that the dramatternational differences in immigrant
assimilation documented here derive from idiosysiesaof these countries other than the labor market
institutions that we emphasize. After all, withyothree countries, we have very few degrees eidoen
for discriminating among alternative hypotheseanétheless, our results strongly suggest thategreat
attention to the role of national labor marketitnsions—in particular those that influence thepeission
of wages and the incomes of the unemployed—may teefdvance our understanding of why the

immigrant assimilation process appears to opematbfferently across destination countries.



19

References

Abowd, John M., Francis Kramarz, Thomas Lemieux Bradid N. Margolis. “Minimum Wages and Youth
Employment in France and the United States”, inid&anchflower and Richard B. Freeman, edsith
Employment and Joblessness in Advanced Countries. Chicago: University of Chicago Press, 2000.

Angrist, Joshua D., and Kugler, Adriana D. “Prtitecor Counter-Productive? Labour Market Institag and the
Effect of Immigration on EU Natives.Economic Journal, June 2003, 113, pp. F302-F331.

Antecol, Heather, Deborah A. Cobb-Clark, and Staph&rejo. “Immigration Policy and the Skillslaimigrants
to Australia, Canada, and the United Statelurnal of Human Resources, Winter 2003, 38(1), pp. 192-
218.

Baker, Michael, and Benjamin, Dwayne. “The Perfange of Immigrants in the Canadian Labor Markédrirnal
of Labor Economics, July 1994, 12(3), pp. 369-405.

Bell, Linda A. and Richard B. Freeman. “The Inceatior Working Hard: Explaining Hours Worked Diféerces
between the U.S. and Germany’abour Economics 8(2) (May 2001): 181-202.

Bertola, Giuseppe and Richard Rogerson. “Institgiand Labor ReallocatiorZuropean Economic Review 41(6)
(1997): 937-957.

Betts, Julian R., and Mangus Lofstrom. “The Ediacet! Attainment of Immigrants: Trends and Implioas.” In
George J. Borjas, edssuesin the Economics of Immigration. Chicago: University of Chicago Press, 2000.

Blau, Francine D., and Lawrence M. Kahn. “Interoaél Differences in Male Wage Inequality: Instituis versus
Market Forces.Journal of Political Economy. August 1996; 104(4): 791-836.

Blau, Francine D., and Lawrence M. Kahn. “Genddfdpences in Pay"Journal of Economic Perspectives (Fall
2000): 14(4): 75-99

Bloom, David E.; Grenier, Gilles; and Gunderson,rig “The Changing Labour Market Position of Cdiaa
Immigrants.” Canadian Journal of Economics, November 1995, 28(4b), pp. 987-1005.

Borjas, George J. 1985. “Assimilation, Change€damort Quality, and the Earnings of Immigrantddurnal of
Labor Economics 3(4): 463-89.

. 1987. “Self-Selection and the Easafdmmigrants.”American Economic Review 77(4): 531-53.

. 1988nternational Differencesin the Labor Market Performance of Immigrants. Kalamazoo, Mich.:
W.E. Upjohn Institute for Employment Research.

. “Immigration Policy, National Origand Immigrant Skills: A Comparison of Canada amddhited
States.” InSmall Differences That Matter: Labor Markets and Income Maintenance in Canada and the
United Sates, edited by David Card and Richard B. Freeman c&jo: University of Chicago Press, 1993,
pp. 21-43.

. 1995. “Assimilation and Changes iha@Quality Revisited: What Happened to Immigtaainings
in the 1980s?"Journal of Labor Economics 13(2): 201-45.

“The Economic Progress of Immigrantsy”George J. Borjas, edssues in the Economics of
Immigration. Chicago: University of Chicago Press, 2000.



20

Butcher, Kristin F. and John DiNardo. “The Immigrand Native-Born Wage Distributions: Evidencariro
United States Censusedridustrial and Labor Relations Review, October 2002, 56(1), pp. 97-121.

Card, David; Kramarz, Francis; and Lemieux, Thomd&hanges in the Relative Structure of Wages and
Employment: A Comparison of the United States, @anand France.Canadian Journal of Economics,
August 1999, 32(4), pp. 843-77.

Chiswick, Barry R. 1978. “The Effect of Americaation on the Earnings of Foreign-Born Menldurnal of
Political Economy 86(5): 897-921.

Chiswick, Barry R., Yinon Cohen, and Tzippi ZacltiThe Labor Market Status of Immigrants: Effectstbé
Unemployment Rate at Arrival and Duration of Resae” Industrial and Labor Relations Review, January
1997, 50(2), pp. 289-303.

Chiswick, Barry R., and Paul W. Miller.Post-Immigration Qualifications in Australia: Determinants and
Conseguences. Canberra: Australian Government Publishing ®ern1992.

DiNardo, John, Nicole M. Fortin and Thomas Lemi€ilbabor Market Institutions and the Distribution \Wfages,
1973-1992: A Semiparametric Approadbconometrica 64(5) (September 1996): 1001-44

Duleep, Harriet Orcutt, and Mark C. Regets. “Imraigs and Human-Capital Investmenffnerican Economic
Review, May 1999, 89(2), pp. 186-91.

Funkhouser, Edward. “Convergence in Employmenéfaf Immigrants.” In George J. Borjas, édsilesin the
Economics of Immigration. Chicago: University of Chicago Press, 2000.

Funkhouser, Edward; and Trejo, Stephen J. “Labarkist Outcomes of Female Immigrants in the UnitedeS.”
In James P. Smith and Barry Edmonston, etlse Immigration Debate: Sudies on the Economic,
Demographic, and Fiscal Effectsof Immigration. Washington, DC: National Academy Press, 19982p¢-
88.

Harris, John R. and Michael P. Todaro. “Migratitimemployment & Development: A Two-Sector Analysis”
American Economic Review 60(1) (March 1970) 126-42.

Kahn, Lawrence M. “Immigration, Skills and the loatMarket: International Evidence.Journal of Population
Economics, August 2004, 17(3), pp. 501-34.

Kuhn, Peter. “Summary and Synthesis”, in P. Kudth].osing Work, Moving On: International Perspectiveson
Worker Displacement. Kalamazoo, Michigan: W. E. Upjohn Institute tBmployment Research, 2002.

Lubotsky, Darren. “The Effect of Changes in the WM&age Structure on Recent Immigrants’ Earninggidaton
University, Industrial Relations Section workingpea no. 458, September 2001.

McDonald, James T., and Christopher Worswick. #99The Earnings of Immigrant Men in Australia:
Assimilation, Cohort Effects, and Macroeconomic @itions.” Economic Record 75(228): 49-62.

. 1999b. “Immigrant Assimilation in@grlated Labour Market: Unemployment of Immigrarmrivin
Australia.” Hobart: University of Tasmania. Mimeo

. 2000. “Earnings and Employment Pritibab of Men by Education and Birth Cohort, 198@:
Evidence for the United States, Canada and Austtaliobart: University of Tasmania. Mimeo.



21

Miller, Paul and Leanne Neo. 2001. “Labor Markkixibility and Immigrant Adjustment.” Perth: Umssity of
Western Australia. Mimeo.

Moene, K.O. and M. Wallerstein. “Pay Inequalifigurnal of Labor Economics 15(3.1) (July 1997): 403-430.

OECD.The OECD Jobs Sudy: Evidenceand Explanations, Part 11, The Adjustment Potential of the Labour Market.
Paris: OECD, 1994.

OECD. Employment Outlook, 1996 and 1997

Reitz, Jeffrey G.Warmth of the Welcome: The Social Causes of Economic Success for Immigrants in Different
Nations and Cities. Boulder, Colo.: Westview Press, 1998.



22

Tablel
Employment Regressions
Assimilation, Cohort and Period Effects

Australia Canada United States
Regressor (1) (2) (1) (2) (1) (2)
Time in Destination Country:
6-10 Years 101 .099 .039 .031 .099 .100
(.029) (.029) (.016) (.016) (.006) (.006)
11-15 Years 112 120 .060 .055 113 110
(.023) (.025) (.012) (.013) (.005) (.005)
16-20 Years 121 130 .083 .070 115 113
(.027) (.029) (.017) (.019) (.007)  (.008)
More than 20 Years 126 .140 .096 .086 130 .122
(.031) (.033) (.019) (.021) (.009) (.010)
Immigrant Arrival Cohort:
Pre-1961 -.069 -.023 -.160 -.118
(.021)  (.027) (.010) (.013)
1961-65 -.060 -.014 -141 -.103
(.019) (.024) (.009) (.011)
1966-70 -.044 -011 -.147 -.107
(.016)  (.021) (.007) (.010)
Pre-1971 -.150 -.168
(.029) (.038)
1971-75 -147 -.161 -.054 -.017 =141 110
(.030) (.036) (.017)  (.020) (.007)  (.009)
1976-80 -.145 -.164 -.054 -.026 -.140 3.10
(.018) (.026) (.009) (.012) (.004) (.006)
1981-85 -.167 -172 -.065 -.037 -.146 311
(.033) (.035) (.018) (.019) (.007) (.008)
1986-91 -.125 -.140 -.130 -.110 -124 4.09
(.017) (.018) (.008) (.009) (.004) (.004)
1990/91 Census Dummy -.086 -.188 -.053 -128  008. -.017
(.010) (.019) (.004) (.007) (.006)  (.007)
R? .033 .045 .033 .059 .024 .034
Controls for Education No Yes No Yes No Yes

Note: The dependent variable is a dummy identifyimether the individual was employed during thescs survey week. The coefficients
were estimated by least squares, and robust sthedars are shown in parentheses. Data are fieri981 and 1991 Australian and
Canadian censuses and the 1980 and 1990 U.S. esndire samples include men ages 25-59, with ritesvexcluded from the native but
not the foreign-born samples. The sample sizethése regressions are 52,664 for Australia, 2990fCanada, and 432,179 for the United
States. In addition to the variables listed aballeegressions include indicators for age andyggehic location. The coefficients of the
geographic controls are restricted to be the saméfmigrants and natives, but these coefficieats differ across census years. The
coefficients of the age and education variablesalosved to vary both by nativity and census yedine reference group for the “time in
destination country” dummies is 0-5 years. Therils listed above for the immigrant arrival cdbarre those defined in the Australian and
Canadian data; the slightly different immigrant cdk defined in the U.S. data are as follows: 1960, 1960-64, 1965-69, 1970-74, 1975-
79, 1980-84, and 1985-90. The immigrant cohorffaments reported in this table have been nornealito represent immigrant-native
employment differentials for men who are aged 25%#2®oth specifications) and who have 12 yeaesioation in 1990/91 (in specification

2))-
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Assimilation, Cohort and Period Effects
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Australia Canada United States
Regressor (1) (2) (1) (2) (1) (2)
Time in Destination Country:
6-10 Years .032 .009 .046 .052 .052 .070
(.047) (.046) (.043) (.042) (.017) (.015)
11-15 Years -.063 -.086 A11 .139 144 3.18
(.037) (.039) (.028) (.031) (.011) (.012)
16-20 Years -.061 -.087 .094 115 .158 3.20
(.044) (.046) (.045)  (.047) (.018) (.018)
More than 20 Years -.090 -.120 123 .160 36.2 271
(.049) (.053) (.046) (.051) (.020) (.022)
Immigrant Arrival Cohort:
Pre-1961 -.083 -.019 -.102 -.056
(.052) (.064) (.023) (.028)
1961-65 -.109 -.042 -.135 -.082
(.047) (.057) (.020) (.024)
1966-70 -.102 -.087 -.224 -.146
(.038) (.049) (.017) (.022)
Pre-1971 -.009 .065
(.046) (.060)
1971-75 -.058 .004 -174 -.139 -.253 -.142
(.048) (.057) (.045) (.049) (.018) (.020)
1976-80 -.040 -.009 -.222 -.196 -.300 6.20
(.025) (.038) (.021) (.029) (.009) (.013)
1981-85 -.137 -.100 -.239 -.206 -.338 0.23
(.053) (.053) (.048) (.048) (.018) (.017)
1986-91 -.077 -.098 -.393 -.354 -.373 1.27
(.023) (.024) (.021) (.021) (.008) (.009)
1990/91 Census Dummy .705 .560 .510 .337 435 .354
(.016) (.031) (.009) (.018) (.013) (.016)
R? 334 .369 .148 .189 184 .288
Controls for Education No Yes No Yes No Yes

Note: The dependent variable is the natural ltigeriof weekly personal income (for Australia) orelly earnings (for Canada and the
United States). The coefficients were estimateldast squares, and robust standard errors arensh@arentheses. Data are from the 1981
and 1991 Australian and Canadian censuses an@8@eahd 1990 U.S. censuses. The samples inclygleyed men ages 25-59, with non-
whites excluded from the native but not the foredgmn samples. The sample sizes for these regnssaie 43,590 for Australia, 217,773 for
Canada, and 359,999 for the United States. Irtiaddb the variables listed above, all regressionkide indicators for age, geographic
location, and hours worked during the census sumask. The coefficients of the controls for gepia location and weekly hours of work
are restricted to be the same for immigrants atislesa but these coefficients can differ acrossusiyears. The coefficients of the age and
education variables are allowed to vary both bivitgtand census year. The reference group foftiime in destination country” dummies is
0-5 years. The intervals listed above for the igramt arrival cohorts are those defined in the rlistn and Canadian data; the slightly
different immigrant cohorts defined in the U.S.adate as follows: pre-1960, 1960-64, 1965-69, 1p¥,0975-79, 1980-84, and 1985-90.
The immigrant cohort coefficients reported in tiaisle have been normalized to represent immigratitevwage differentials for men who
are aged 25-29 (in both specifications) and who ehal2 years of education in 1990/91 (in specificati@2)).
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Table3
Components of Immigrant Earnings Growth from Assimilation
Australia Canada United States
Percent Percent Percent
Percentage Earnings Growthof Total Percentage Earnings Growthof Total Percentage Earnings Growthof Total
from Assimilation in: Due to from Assimilation in: Due to from Assimilation in: Due to
Emp Wage  Total Emp Emp Wage  Total Emp Emp Wage  Total Emp
A. Without Education Controls
Time in Destination Country:
6-10 Years 135 3.2 16.7 80.9 53 4.6 9.9 53.7 12.5 5.2 17.7 70.7
(3.9 4.7) (6.1) (23.2) (2.2) 4.3) (4.8) (25.4) (0.8) .7) (1.9 (6.9)
11-15 Years 15.0 -6.3 8.7 >100 8.2 11.1 9.31 42.5 14.3 14.4 28.7 49.9
3.1) 3.7) (4.8) (2.6) (2.8) (3.2) (7.9) (0.6) (1.2) (1.3) (2.2)
16-20 Years 16.2 -6.1 10.1 >100 11.3 9.4 20.7 54.7 14.6 15.8 30.4 48.0
(3.6) (4.4) (5.7) (2.3) (4.5) (5.1) (2r.9 (0.9) (1.8) (2.0) 3.2)
More than 20 Years 16.9 -9.0 7.9 >100 13.112.3 254 51.6 16.5 23.6 40.1 41.1
(4.1) (4.9) (6.4) (2.6) (4.6) (5.3) (1p.6 (1.1) (2.0) (2.3) (2.6)
B. With Education Controls
Time in Destination Country:
6-10 Years 13.3 0.9 14.2 93.6 4.2 5.2 9.4 449 12.7 7.0 19.7 64.4
(3.9 (4.6) (6.0) (30.5) (2.2) (4.2) (4.7) (23.7) (0.8) (1.5) 1.7) (5.1)
11-15 Years 16.1 -8.6 7.5 >100 7.5 13.9 1.42 35.1 13.9 18.3 32.2 43.2
3.3) 3.9 (5.1) (1.8) (3.1) (3.6) (7.4) (0.6) (1.2) (1.4 (2.0)
16-20 Years 17.4 -8.7 8.7 >100 9.6 115 112 45.4 14.3 20.3 34.6 41.4
(3.9 (4.6) (6.0) (2.6) 4.7) (5.4 (1p.2 (2.0) (1.8) (2.1) (2.8)
More than 20 Years 18.7 -12.0 6.7 >100 11.7 16.0 27.7 42.3 15.5 27.1 42.6 36.3
(4.4) (5.3) (6.9) (2.9) (5.1) (5.9 (9.8) (1.3) (2.2) (2.5) 2.7)

Note: These calculations are based on the emplayamel wage regressions reported in Tables 1 andtRstandard errors shown in parentheses. Thétsein panel A, which do not control for
education, derive from regression specification &bd the results in panel B, which do controldducation, derive from regression specification (Ehe estimated effects of assimilation on
immigrant employment probabilities are converted percentage terms using the employment rateergegpin Table 1) of the most recent immigrantatr€ohort in the 1990/91 data. Because the
dependent variables of the wage regressions aratural logarithms, the estimated coefficientshef ttime in destination country” dummies repregéwet percentage effects of assimilation on
immigrant wage growth. Total immigrant earningsvgth due to assimilation is the sum of the earngmgsvth from employment assimilation and the eagaigrowth from wage assimilation.
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Table 4: Ingitutional Differences Among Australia, Canada, and the United States

Australia Canada United States

A. Indicators of Union Power 1980 1990 1980 1990 1980 1990

1. Density (%) 48 41 36 36 22 16

2. Coverage (%) 88 80 37 38 26 18

3. Centralization (ranking) 3 1 17 17 17 17

4. Co-ordination 1980 (ranking) 7 5 18 17 18 17
B. Indicators of Wage Dispersion

1. 90/10 wage ratio, men 267 393 373 421 404804

2. 90/50 wage ratio, men 1.78 2.00 1.78 1.82 1.82.08

3. 50/10 wage ratio, men 1.50 1.96 2.10 2.31 2.12.31

4. Standard deviation of log wages 499 .596 .684797 775 797

C. Indicators of Income Support
1. Ul Benefit Replacement Rate Index (%) 24 26 25 28 13 13

Notes:

Rankings of bargaining centralization and co-ortioraare among 19 OECD countries; 1 is highess, allowed.

Australian wage data refer to weekly income of eypés.

Canadian and U.S. wage data refer to weekly essrihgmployees.

Ul replacement rate index is an average of replac¢mates for two earnings levels, three familyations, and three durations of unemployment, caetphy OECD.

Sour ces:
Union data from OECDEmployment Outlook, July 1997, Table 2.3.
Wage data from the 1981 and 1991 Australian andchdian censuses and the 1980 and 1990 U.S. ceSanwle is restricted to employed, white native-boem aged 25-59.

Ul replacement rate index is from OE@&mployment Outlook, July1996, Chart 2.2 (numerical rates estimatehfgraph).



