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ABSTRACT

Immigrant Labour Market Assimilation and Arrival Effects:
Evidence from the UK Labour Force Survey

We estimate models of earnings and employment outcomes for a sample of white and non-
white male immigrants drawn from the Labour Force Survey between 1993 and 2002.
Immigrants who arrived to enter the labour market are distinguished from those who arrived
to complete their education. Diverse patterns of labour market assimilation are found
depending on ethnicity and immigrant type. Whites tend to do better than non-whites and
labour market entrants do worse than education entrants. There is some evidence of
unemployment rates at time of entry to the labour market being associated with permanently
lower earnings for non-white immigrants.
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1. Introduction

The labour market performance of immigrants is i@no political and public
discourse on immigration policy in the UK. In 20&bund 8.3 percent of the UK
population were born abroad and the Treasury hHasaied that net migration
contributes 0.5% to the economic growth falRecognising the contribution that
immigrants make to the economy, the governmenthdsrsed future controlled and
selective immigration. Equally, in response tacpared public concerns about the
scale of immigration and the motivation of immigigrit has been emphasised that
immigrants should not be dependent on the stat¢he Prime Minister’s view, “All
those who come here to work and study must betatsiepport themselve$"How
immigrants fare in the labour market is importaothbfor their ability to support
themselves and for their contribution to the wideonomy, hence in this paper we
analyse the earnings and employment outcomes oigrants observed in the UK

labour market over the period 1993-2002.

We focus on two key hypotheses from the literaturbe first is that, after arrival in
the host country, immigrant labour market outcomiisadjust towards those of non-
immigrant or native workers. This view is ofterokin as the assimilation hypothesis
and has received much attention from econofhigissimilation is thought to take
place through human capital enhancement: immigegsire skills that are specific

to the destination country, including knowledgehs labour market and language

% The population figures were taken from the 200h<Des available from the Office for National
Statistics website at http://www.statistics.gov.uk.

® Prime Minister's speech to the Confederation afi@r Industry, April 27, 2004. The full text is
available at http://www.pm.gov.uk/output/Page576g.a

“ Chiswick (1978) and Borjas (1985) are classicrafees for the US while Bell (1997) examines the
UK. Antecolet al. (2003) is a recent example which takes a crosstcpperspective examining
Australia, Canada and the US.



proficiency, allowing them to improve their labauarket outcomes relative to
natives. The longer the process of assimilatikagathe less successful any cohort of

immigrants will be at any given time since arrival.

The second hypothesis we examine is the view tragst labour market outcomes
for immigrant workers are influenced by labour ner&onditions when they arrived
in the UK. Labour economists often argue thatyeexperiences of unemployment
can permanently increase an individual worker’s osunemployment and reduce
their future earnings. This is called the ‘scayritypothesis’ (see Arulamapalan

al. (2001) for a recent symposium) and may be relefa@rnmmigrants arriving in a
foreign labour market. Scarring can occur for enbar of reasons. On the supply
side, unemployment spells lead to a loss of firmmedr and general human capital.
On the demand side, where information is incompleteployers may use past
unemployment events as a signal of low productivifjis latter mechanism may be
particularly important for immigrants if employeaee relatively ignorant of the
gualifications and skills of workers arriving fromverseas. The tendency of
immigrants to cluster in particular geographic armssy also lead us to observe
effects consistent with scarring if those areagarsistently depressed and the

compensating benefits of co-ethnic proximity restgeographic mobility.

We investigate assimilation and arrival year efecting a sample of native and
immigrant workers from the UK’kabour Force Survey (LFS). The labour market
outcomes that we focus on are real weekly earrandsemployment and we divide
our sample of immigrants along two dimensions stFio account for well-

documented ethnic differences in labour market@muts, we examine white and



non-white immigrants separately. There is considierevidence that non-whites
receive differential treatment in the UK labour ketr(Blackabyet al. (2002) is a
recent example) and separating the distinct carttabs of immigrant status and
ethnicity is important. Second, and more unusually compare immigrants who
arrive in the UK to enter the labour market, haviognpleted their education at some
time in the past, with those who arrive to comptetsr education in the UK and
subsequently enter the labour market. We callftlisgroup “labour market
entrants” and the latter group “education entrantdtte that the group of education
entrants includes foreign-born children who armwth their parents as well as adults

who arrive to undertake education in the UK.

Kossoud;ji (1989) also makes the important distorctietween labour market
assimilation and pre-labour market assimilatioor the education entrants,
assimilation consists of labour market assimilatiome spent after leaving full-time
education) and pre-labour market assimilationi{gmnWK education system). Most
investigators of the assimilation hypothesis exeltrdm the estimation sample those
who arrive as children or with incomplete educatitwey therefore focus on labour
market assimilation. We explore whether, giverirtbarlier exposure to the language
and culture of the UK, such education entrants loaeomes which are closer to
their native counterparts than to those immigrarte enter the labour market
directly. Education entrants represent aroundhatieof all immigrants in our sample
- excluding them risks neglecting a potentially ortant aspect of the immigrant

experience.



Our work builds on previous UK studies which haged cross-section survey data to
paint a picture of immigrant labour market perfono& In an early paper Chiswick
(1980) used a single cross section of@eeeral Household Survey (GHS) and found
that white immigrants earned as much as their eatounterparts but that there was,
other things equal, a 25% earnings penalty forwbite immigrants. He found no
statistically significant role for years since nation, controlling for other things.
Shields and Wheatley Price (1998) also examinediregs and useldFS data from
1992-94. Like Chiswick they found earnings diffeces between white and non-
white immigrants. They also emphasised the diffeaéreturns to human capital
acquired in the home country compared to the hmsttry, with UK human capital
generally better rewarded in the UK labour markésing the same data Wheatley
Price (2001) examined the unemployment experiehgaraigrants and found that

more recent immigrants had higher unemploymensti@n earlier cohorts.

None of these studies attempts to separate thetefia labour market outcomes of
changes in the quality of immigrant cohorts frorattbf years since migration,
however this is a requirement of testing the adatian hypothesis. In this sense our
work is closer to Bell (1997) and Dustmastral. (2003) each of which used pooled
cross section data to create a ‘synthetic panethafigrant and native workers. Bell
(1997), usingGHS data from 1973-92, found substantial post-migragarnings
growth for non-white immigrants to the UK which ladelled as “strong
assimilation”. However he also found that whiterilgrants were predicted to have
higher earnings than natives immediately aftevalrian advantage which eroded
through time. He labelled this as “dis-assimilatioDustmanret al. (2003) using

LFSdata from 1992-2000 distinguished immigrants lwmeity and by region of



origin. Wages were broadly predicted to rise wiglars since migration for non-white
immigrants and for whites from the British Commomte. Wages fell, however, for
white immigrants from Ireland and Europe. Dustmeired. also examined other

labour market outcomes including employment ratesrey they found that non-white

immigrants assimilate towards native levels fromratnally inferior position.

Compared to previous work the innovative featufesun research are the following.
First, we use a larger sample of immigrants andemecent data. Second, and as far
as we are aware for the first time using UK data,nvestigate the impact of arrival
year effects on immigrant earnings and employméihiird, we make the (it turns

out) important distinction between those immigramk® arrive with their education
complete and those who enter the education syskenally we employ a semi-
parametric estimator, which places fewer restmgion the estimated assimilation

profiles than previous work.

Our findings include that:
» there exists considerable diversity in patternsnohigrant assimilation across
ethnicity and immigrant type;
» education entrants benefit from exposure to theedication system
» there are strong ethnic penalties amongst immigrant
» there is some evidence of unemployment rates atdinentry to the labour

market being associated with lower earnings forwbite immigrants.

The remainder of the paper proceeds as followsti@e2 gives an overview of the

data while section 3 describes the econometric odsth Section 4 discusses the



results pertaining to assimilation while sectiocobsiders arrival year effects.

Section 6 concludes.

2. Data

The data are drawn from thabour Force Survey (LFS), conducted by the Office for
National Statistics (ONS), and represent poolediahaross-sections over the period
1993-2002. Since 1992 th@uarterly LFS (QLFS) has a panel design where each
sampled address is interviewed for five waves.rimegvs take place at three monthly
intervals with the fifth interview taking place a&ar after the first. Each quarter,
interviews are achieved at about 59,000 addres#tbsalvout 138,000 respondents.
The response rate for the first wave of the suiseround 79 percent. Information is
collected on earnings, employment and socio-econarharacteristics such as age
and years of schooling. Between Spring 1992 andt&ih996, income questions
were asked at the respondents final interview. Agresequence, earnings information
is available from Spring 1993 (since these joineel $urvey in Spring 1992). After
Spring 1997 income questions were asked at theafird final interview. We use data
from the final quarter here. Further details oe ttampling methodology and

questionnaires are available from the ONS.

Our first labour market outcome of interest is rgadss weekly pay in main job and
we analyse male, full-time workers aged betweeari® 65 at the time of interviéw
Our second labour market outcome is whether theegurespondent was employed
for pay at the time of the interview. Again we lysa males between 16 and 65 and

employment rates are expressed relative to a deraani comprising the employed

® http://www.ons.gov.uk



and the unemployed; in other words, the self-enrgdognd inactive are excluded

from the analysis.

An important component of the analysis is the detion between those who enter the
UK having completed full-time education (labour ketrentrants) and those who
have yet to complete (education entrants). Thysires dividing the sample based on
information about the year in which individualstl&fll time education and their year
of arrival in the UK. We make the assumption #@cation is obtained in a
continuous block before labour market experien@@ued. This is the standard
assumption in the human capital literat(r.is also worth noting that we adopt
another standard convention of human capital ssudiace we do not observe panel

data or work histories, labour market ‘experieriseh fact potential experience.

Tablel provides sample means and standard deviatiors®foe key variables by
immigrant and ethnic status (white or non-whitéje also further divide our white
and non-white samples into labour market entramiiselucation entrants. The latter
of course will have some UK schooling and may heme foreign schooling, but
have no foreign labour market experience. Labaarket entrants, by contrast, will
have no UK schooling but may have foreign schoatind foreign experiente

Native born men, white and non-white, are inclufteccomparative purposes.

® All earnings data were deflated to a common y&#e also re-estimated the models using hourly
wages and obtained qualitatively similar results.

" Of course one could easily imagine an immigrantking either in the origin or destination country
for some period before undertaking education inddstination country. Without more detailed panel
or life history data it is very difficult to ascaih whether this is the case for any sample memés.
can, however, examine the age at which individlgtgull time education; if this is implausibly din
then the assumption of a single continuous perfagtiacation may well be flawed. In th&Sdata,
the proportion of such workers was relatively srhalhce we proceed to make the standard
assumption.

8 We focus on years of schooling due to the diffigin theLFS of comparing qualifications obtained
abroad with those obtained in the UK.



Comparing mean earnings, immigrants generally feteer than natives: of the four
subcategories of immigrant, only non-white labowarket entrants earn less than
white natives. White labour market entrants eaonenon average than white
education entrants, although the reverse is truadn-whites. Amongst natives,
labour market entrants and education entrantswiotes have lower weekly
earnings than whites. Comparing employment rabese is also a substantial ethnic
gap. All white workers have roughly the same emplent rate, irrespective of their
immigrant status, but those for non-whites are loleup to 15 percentage points.
Amongst non-whites, education entrants have highgsloyment rates than labour

market entrants.

For natives, mean potential labour market expeeesconsiderable larger for whites
than non-whites (non-whites are younger on averaga)st mean years of schooling
are less for whites compared to non-whites. Forigramts, white labour market
entrants have less UK labour market experiencettiginnon-white counterparts,
although their years of foreign experience and slthg are the same. For education
entrants whites have more UK potential experiemame years of UK schooling and
less years of foreign schooling compared to nortashiNot surprisingly, immigrants
who arrived with their education complete were ploie arrival than those with
education incomplete. Although for the latter whiteere younger on arrival than

non-whites.
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3. Modelling framewor k
Our investigation of immigrant labour market outesis based on the following

econometric model:

Z =1(Y)) +yCi +3S + X + ¢ i=1,...,n (2)
In equation (1)Z represents a measure of labour market statissyears since
migration,C is immigrant cohortSis survey year (year in which the individual was
observed)x is a vector of other explanatory variables inahgdhuman capital and

is an error term.

Two measures of labour market statisgre used - real weekly earnings in
logarithmic form and a discrete dependent varitditeng the value 1 if the individual
is employed and the value O if they are unemploy&f@. follow the recent literature,
particularly Dustmann and Fabbri (2003) and Antetal. (2003), in two regards.
First, given the difficulty of finding identifyingxclusion restrictions, we do not
attempt to correct for sample selection bias iheziemployment or earnings models.
Clearly this will affect the interpretation of oresults if it is thought that selection
bias is a problem. Second, in order to make coatjout of the semi-parametric
estimates more tractable, we use a linear prolbahilbdel, rather than a probit or
logit, to analyse employment status. There turigmbe little difference in the
estimated marginal effects of the explanatory e if a probit model is employed

instead.

The years since migration variaMewill capture assimilation effects - how immigrant
earnings change with length of residence in thé ¢msntry. The specification of the

functionf(Y) is discussed in the next sub-secti@his the immigrant cohort to which

11



an individual belongs (thought of here as yearoval) and captures otherwise
unobserved differences in immigrant cohort qualitgr time. It has been argued that
cohort quality changes have been important in éxiplg immigrant earnings
performance in the US and UK. For example, Bdi]&85) suggests that a secular
decline in the quality of immigrant cohorts to th8 explains the relatively poor
performance of some immigrant groups while Bellq@Pusing UK data emphasises
how the different national origin mix of immigrawaves has affected the overall
picture of immigrant earnings. We modglsing dummy variables for decade of
arrival but, since cohort effects are not cenwadur work, we do not discuss the
results in detail. It turns out that there areclear, statistically significant, patterns in

the cohort dummies in the estimated models.

In order to identify cohort and assimilation effeseparately it is necessary to have
observations at different points in time. Panehdeould be ideal however, like most
studies of immigrant earnings, we have to make itlo pooled cross section data,
sometimes called the ‘synthetic panel’ approache VfariableSreflects when the
individual was observed and captures the effeseoftilar trends on immigrant

outcomes.

The vectorx contains other worker characteristics including haroapital. We
distinguish between human capital (education anéntial experience) obtained in
the UK and that obtained before arrival in the UKalso contains marital status,

region of residence and, where appropriate, industemployment.

12



For both labour market outcome measures we estisegi@ate equations for the
following four groups: (i) white labour market eaits, (ii) non-white labour market
entrants (iii) white education entrants (iv) noni#steducation entrants. An
additional model for white natives is also estimddt@ comparison purposéslt is
worth noting that most previous studies of immigrassimilation do not estimate
separate regression models for immigrants andesabut rather pool the two groups

of workers and allow certain coefficients to vagyitmmigrant status.

3.1 Modelling Assimilation

Not all of the parameters of equation (1) can lieneded since there is perfect
multicollinearity: S= C + Y. In line with previous studies of immigrant assation
we adopt the normalisation of fixing the coeffidiem S (5 - the secular wage growth
effect) and estimating the effects@fandY freely. An estimate af can be obtained
from the sample of native workers thus the constigiequivalent to assuming that

the period effect is equal for natives and immigsan

With respect to the specification of the functf¢y), most studies impose a non-linear
functional form — a polynomial — i (Bell, 1997; Dustmanst al., 2003; Barttet al.,
2004), or divideY into categories and use dummy variables to repteéke categories
(Antecolet al., 2003). Since the shapefa$ key to the measurement of assimilation
we adopt a slightly different approach, which img@somewhat less structure on the
model. Specifically we estimate a semi-paramefision of (1) using a partially

linear model (Yatchew, 2003).

® We compare white and non-white immigrants witlite natives throughout. Given the relative sizes
of the white and non-white native samples it waulake little difference if we used all natives as th
comparison group.

13



Consider rewriting equation (1) as:

Z =wi +1(Y) + ¢ i=1,...,n (2)

where the vectow includesC, Sandx from equation (1). The functidris assumed
simply to be some smooth function of years sinogration. The data are ordered by
Y and quasi-differenced according to the formwlaf w1}/ V2. Consider the

estimated regression on differenced data

ED =(Wr, WD)_lW 'vZp (3)

whereWp is a matrix of quasi-differenced individual obssigns on the explanatory
variables (excludingy) andZp is the equivalent for the dependent variable.chedv

(2003) shows that

Z-wé, = f(Y) +s (4)

and that kernel regression methods applied torthered pairs Z; —w; ED, Yi} vield a
consistent semi-parametric estimator of the fumdtioln the empirical application,
the non-parametric estimation was done using a fdgda/Natson kernel density
estimator. We used a Gaussian kernel and begandrioandwidth chosen according
to the formulae in StataCorp. (2001, p. 167). Baerdwidth was then adjusted

(invariably upwards) to give an appropriate degregmoothing. The results were

14



not particularly sensitive to choice of kernel ftion and were qualitatively similar to

results obtained using other smoothing technidfies.

In terms of the amount of structure imposed orviage and employment profiles,
the semi-parametric estimator can be thought tfing somewhere between a
polynomial inY and modelling each year since migration with a chynvariable.

The former imposes a smooth shape on the functibis lbastrictive in the sense that
it requires symmetry around the function’s turnpmnts while the latter imposes no
smoothness on the function but may, in a finite @afbe susceptible to sampling

error.

3.2 Modelling Arrival Effects

To investigate the effect of economic conditionsrae of arrival to the UK we
replace the cohort dummies in (1) with two variabl&he first is the male
unemployment rate for the UK in the year of entrytte labour market while the
second is the rate of GDP growth. The unemploymaethas been used in a number
of studies including Chiswicét al. (1997) and Chiswick and Miller (2002) for the
US, and Aslund and Rooth (2003) for Sweden. Conadiytthis captures the essence
of the scarring hypothesis. We have also inclutiedgrowth rate to investigate
whether more general economic conditions at arheak any impact on future
earnings and employment opportunities (StewartHyaak (1984) do this for the
US). The ‘macro’ variables pertaining to the yeawhich the immigrant entered the

labour market are entered into the regression mduslis year of arrival for labour

0 One further issue with the semi-parametric apgraaises from the quasi-discrete nature of the
variableY which is measured as whole years since migrat®ince the data are to be sorted by Y,
multiple different sort orders are possible. Temome this problem we took averages over a large

15



market entrants and year left full-time educationdducation entrants. Following
Chiswicket al. (1997), we also experimented with entering anayemunemployment
or growth rate based on a 3-year moving averageereon the year of entry to the

labour market plus one.

4. Earnings and Employment Assimilation

4.1 Labour Market Entrants

Figures 1 and 2 report the earnings, employmentashilation profiles of
immigrants who arrived in the UK labour market maycompleted their education.
Figure 1 shows the age-earnings profiles implie@&tymation of equation (1)
separately on white and non-white labour marketaens, and also on a comparison
sample of white natives. The predicted profilestzsed on a “typical” worker who
enters the labour market aged 16, but who otheriaasehe mean characteristics of
his respective group. Earnings are then allowezl/tdve over the working lifetime

in accordance with the estimated semi-parametrictfan in equation (1).

In the case of earnings (Figure 1(a)), the profbesibit earnings growth as time in
the UK labour market increases for both white aod-white immigrants. The slopes
are broadly similar for the two immigrant groupsirh labour market entry to the
earnings peak is around 0.44 (0.48) log pointsvioites (non-whites). The big
difference between the immigrant groups is in titercept with whites earning
substantially more at all points on the profile.eTdverage difference between white

and non-white immigrants is 0.19 log points. Td¢osnpares to a difference in

number of sorts of the data. Experimentation ssiggkthat estimates converged after 40 replications
of the quasi-differenced regression in equation (3)

16



average earnings in the raw data between whiteanevhite natives of 0.10 log
points.

While both immigrant groups show evidence of wagengh in the UK labour

market, the assimilation hypothesis requires ttetampare immigrant earnings to
those of natives. The customary approach in teealitire is to allow the returns to
host country potential experience to vary by immigrstatus, a higher return for
immigrants being evidence of assimilation. In Feg(a) we have plotted the
predicted earnings of a comparable native workadltw a direct comparison of
earnings at each point of the working 1ife It can be seen that on entry to the labour
market both white and non-white immigrants earnartban natives however this
advantage is soon eroded. Figure 2(a) which phetslifference in log earnings
between natives and immigrants shows that natiu@regs overtake immigrant
earnings in around 4 years for non-whites. Fot@ghiimmigrant and native earnings
are close to the same level from around 15 ye#es labour market entry. We
should note that, particularly for the non-whitéss is the opposite of what the
standard view of assimilation proposes. Immigranésexpected to enter the labour

market at a lower level of earnings and to overthkd native counterparts.

Figure 1(b) plots predicted employment probabditier typical workers as described
above. Compared to earnings, we observe a quifezatit picture. Whilst white
immigrants exhibit a broadly increasing employmenatbability over time in the UK
labour market, the employment probability of nonite declines by around 7

percentage points from age 16 to 65. By the adg®pthe difference in employment

™ The native comparator has the average charaatsrigtnatives but the same level of schooling (12
years) as assumed in the immigrant profiles.

17



probabilities between these two immigrant groups ssibstantial 20 percentage
points. White natives exhibit rapidly increasimgmoyment probabilities over the
early years of work, followed by a slight declirfeeathe age of 26. Combining the
information for natives and immigrants in Figur&@P{e see that white immigrants
have an initial deterioration in their employmentimabilities, due entirely to the
strong native employment growth in the early yetndpwed by a gradual increase
over time. Non-white immigrants begin with virtlyaildentical employment
probabilities to natives but their relative emplamhprobability declines through

time.

4.2 Education Entrants
We now turn to examine the labour market assinoifatf those immigrants who
arrived in the UK to enter the education systemegias adults or as children. Here
there is no exact correspondence between years giigeation and potential UK
experience and this needs to be accounted for wkemining assimilation profiles.
After estimation of equation (1) separately onwlgte and non-white education
entrants, we consider four individual ‘types’ siamito those typical individuals used
in the preceding sub-section but differentiatedh®ir age at arrival in the UK and
their UK educational attainment. Specifically tbar types are:

* Type I: arrived aged 5, leaves education aged 16

* Type II: arrived aged 5, leaves education aged 21

* Type lll: arrived aged 16, leaves education aged 18

* Type IV: Arrived aged 18, leaves education aged 22.

18



Earnings and employment profiles are plotted fos¢hfur types in Figure 3. Figure
4 displays the earnings and employment rates vel&di white natives with equivalent

amounts of (UK) schooling.

Consider panel (a) of Figure 3 which examines easfor immigrants who entered
education on arrival. Age is measured along thiezbiotal axis and predicted
earnings profiles are plotted for each of the fiypes described above. The first
thing to notice about the earnings of educatiomaens is that compared to labour
market entrants the profile is steeper. For wintan-white) education entrants, from
entry to peak earnings is around 0.60 (0.61) Idgtpavhile for labour market
entrants the figure is 0.44 (0.48) log points. Btwer, for both white and non-white
immigrants, the benefits of UK education are cléae:individual with 16 years of

UK schooling (type 1) has the highest earningalatost every point over the

working life compared to the other education ertttgpes. Indeed, the earnings of
non-white immigrants with such a level of UK schinglare very similar to those of
comparable whites, in sharp contrast to the easnofigabour market entrants where a
substantial ethnic penalty was observed. The piedliearnings of the types with less

UK schooling are lower, particularly for the non{teghimmigrants.

Comparing immigrants and natives with the samelle/&/K schooling in Figure
4(a) makes it very clear that the returns to nomterdmmigrants of UK education are
extremely important. The types (I and Il) with m&f& schooling enjoy a premium
over natives over a substantial part of their waglife. Note also that the individual
who arrives in the UK aged 18 and leaves educati@ge 22 (type V), while

performing well relative to other non white eduoatentrants in Figure 3, actually

19



suffers the worst penalty of all, relative to whitgtives. This is because the native
comparator for this type of worker has 18 yeargéfschooling which boosts his

predicted earnings.

Panel (b) of Figure 3 plots the evolution of emph@nt probabilities for white and
non-white immigrants respectively using the founimgrant types outlined above.
For both whites and non-whites there is growthmpbyment probabilities over the
first 10 years, and this is particularly strong f@n-whites. Differences remain
between whites and non-whites, however. Afteratpe of thirty the average white
employment rate is 89% compared to 83% for nonaghiéven for those with the

highest level of UK education (type ).

Figure 4(b) completes the picture by displayingdtiterences between immigrant
and native employment rates for the education et#raFor white immigrants there is
very little difference between natives and immigsanhile for non-whites, an initial
employment deficit gradually shrinks through timehe employment deficit reaches

zero only for a type | immigrant at the very enchidf working life.

5. Arrival Year Effects

Tables 2 and 3 report the results of parametrid Egsares estimates of equation (1)
where we replace the cohort dummies with variat#électing the state of the labour
market and wider economy in the immigrant’s firgay in the British labour market.
For immigrants who arrived with their education quete this is their year of arrival
to the UK. For immigrants who arrived with theirueation incomplete this is the

year that they left full time education. We estiethsix models for each labour
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market outcome. Year of entry unemployment anavtroates were considered
singly, then jointly. The same models were theéimeged using three-period moving

averages (centred on the year after entry) of gigeeate variables.

For both earnings and employment many of the esticheoefficients are
insignificantly different from zero. The principakception is for the earnings of non-
white labour market entrants where significant niegacoefficients on
unemployment are found in all four models wherenupleyment appears. The
estimated coefficients range from —0.017 to —0.0Ld.give some idea of the
economic significance of these results, a coeffitcad —0.015 implies that a one
percentage point increase in the unemploymentoratentry to the UK labour market
is associated with a reduction in earnings of adolib%. Over the period during
which members of our sample arrived in the UK tr®derunemployment rate varied
between 1% (1943) and 22% (1932). Unemploymema@ésin the initial years of
labour market experience could therefore have atgatively significant effect on

the long-term earnings potential of non-white imrargs.

The only other significant coefficients in Table 2 aegative signs on GDP growth
rates for white labour market entrants in two medé&hese are counter-intuitive: a
one percentage point higher growth rate is asstiaith a reduction in earnings of
around 0.9%. UK growth rates over the period veneost always in the interval [-

5%, 5%).

Turning now to the linear probability models for doyment in Table 3 we observe

that for non-white labour market entrants, onlyvgtoin GDP is statistically
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significant. Non-white labour market entrants winoved in a period of economic
growth enjoy an employment premium. This is noétfor their white counterparts,
since all the arrival effects are statisticallyigmsficant. For the education entrant
immigrants, all the labour market entry variables statistically insignificant for non-
whites, although whites appear to enjoy an emplaoyrpeemium for high arrival year

unemployment rates. Again this is a counter-iniaitiesult.

In fact these unexpected coefficients are not is@nt with previous research: the
existing literature on arrival year effects and sbarring hypothesis is characterised
by somewhat mixed results. Chiswiglkal. (1997) find that arrival year
unemployment rates exhibit significantly positiveetficients in one specification of
an individual employment equation with insignifitaoefficients in other
specifications. MacDonald and Worswick (1998) fandositive impact of initial
unemployment on earnings using Australian datew&it and Hyclak (1984) and
Chiswick and Miller (2002), both for the US, obtaesults more in line with the

scarring hypothesis.

6. Discussion and Conclusions

In this paper we use Labour Force Survey data tardeat the impact of arrival year
economic conditions and assimilation on the laboarket outcomes of immigrants
to the UK. The innovative features of our work ut# the separate analysis of
immigrants who arrive in the UK to enter the labmarket from those who enter
education, the investigation of arrival year ecoimoonditions on labour market
outcomes for immigrants and the use of a semi-patigermethod to estimate

assimilation profiles. Below we summarise and asscour key results.
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As Figures 2 and 4 attest, there is considerabiersity in patterns of immigrant
earnings and employment assimilation. Depending/foich of the outcomes,
ethnicities or immigrant types is studied, therevglence of employment rates and
weekly earnings rising, falling or staying broattye same, relative to native workers,
as time in the UK labour market increases. Thebteé model of assimilation —
wherein immigrants initially experience a labourrked disadvantage which is eroded
over time — is not generally supported by thesaltges Nevertheless there is evidence
that, for some groups, labour market outcomes mgyave for immigrants faster
than for their native counterparts. Beyond the @gghb, white and non-white labour
market entrants experience rising relative earnargbthe same is true for relative
employment rates when we consider white labour etaktrants. The declining
employment probabilities experienced by non-whateolur market entrants stand in
marked contrast and may reflect the particulaohysof non-white immigration to the
UK. Many non-white immigrants to the UK were reited directly to public sector
employment in the 1950s and 1960s. We would exgq&tt immigrants to have
relatively low unemployment risk on arrival andtie next few years. As time goes
by this group would experience shocks and an ‘dxjwiim’ rate of unemployment for
those individuals, given their skills and markepogunities, would be established.
Such a view would be consistent with the declimelgtive employment rates we

observe.

Our results justify disaggregating the sample ofk®os born abroad into different

immigrant types. The labour market outcomes otatan entrants evolve in quite

different ways to those of labour market entrarihis is particularly noticeable for
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non-white immigrants where, in earnings terms deefits of high levels of UK
schooling are clear. Earnings for this group ghly educated workers can match or
exceed those of white education entrants, and chdagves. Investment in UK
human capital would seem to offer a relatively higturn to this group, and this may
be one area of the labour market where ethnic pesare not the norm. Itis also
worth noting that our measure of schooling (yearsducation) is, due to data
limitations, somewhat crude and future work couldfipably establish what types of

educational qualification underlie these high nesuior non-white immigrants.

We also investigated whether aggregate economiditoms at the time immigrants
enter the labour market can have a permanent ingpettteir labour market success.
There is some evidence that non-white immigrants arhiee in the UK at times of
high unemployment and immediately enter the lalmarket suffer an earnings
penalty compared to those who arrive in years welounemployment. Arguably,
non-white labour market entrants might be expettidze more susceptible to the
scarring effect of unemployment than other typesrwhigrant if employers have less
information about their qualifications and backgrds than they would about white
immigrants who originate in countries with educatgystems and labour markets
similar to the UK. For other immigrant groups, anemodels where we use the
growth rate as the indicator of aggregate econaanditions, the results are either
insignificant or, counter-intuitively, suggest tlzapoorer macroeconomic
environment has a permanent, positive impact onigrant outcomes. There is no
consensus in the empirical literature on the sigg or significance of immigrant
arrival effects, however this may be due to datatéitions: panel data for the UK

have been used to provide convincing evidence efnpgloyment scarring for native
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workers (Arulampalam, 2001). It is probably askabpt of our data, using a single
aggregate annual unemployment or growth rate asdgcator of individual
employment risk, to uncover scarring effects. ttmeo countries, where administrative
records allow large samples of immigrants to bdysea, important linkages between
aggregate or local labour market conditions andignamt outcomes have been

observed (Aslund and Rooth, 2003; Baathl., 2004).

Notwithstanding our previous remarks concerning-whiite education entrants, on
the whole, non-white immigrants perform consideyakbrse than white immigrants
on both indicators of labour market status. Lapggsistent ethnic penalties in
employment and earnings have been a pervasiveréeaitthe UK labour market
since the 1980s. Our results suggest that theceglap is wider for labour market
entrants than among the native born populatiordacation entrants. Non-white
labour market entrants do experience some earginygth relative to whites over
their working life, however the gap with white ingnants remains. This is likely to
reflect their lack of exposure to the UK educatsystem (or similar education
systems, as many white labour market entrantshaite experienced) and the

different occupations and industries in which theyk.

From a policy perspective the labour market matféarsmigrants are expected by the
host country to, in the Prime Minister’s words, pgport themselves”. Evidence of a
significant and persistent failure of immigrantdalb market outcomes to reach those
of natives could be used to bolster estimateseettonomic cost of immigration.
There is little evidence in our results that, takera whole, immigrants in the UK

labour market systematically fail to reach highellsvof success. Clearly there are
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caveats to this. First, we only observe those ignamts who make it to the labour
market and do not observe non-participants or tbpseating in the shadow

economy. Second, patterns of immigration are enist changing in response to
international developments and host country patitgnges, hence we should be wary
of extrapolating from what previous immigrant calsaxperienced to the
performance of future cohorts. Nevertheless, éoetktent that the large differences in
outcomes that we do observe are related more t@fmbin-white differences than to
immigrant statuper se, perhaps that the more important policy questsomow best

to reduce the detrimental labour market effectsarf-white ethnicity.
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Table 1. Sample Means of Key Variables by Immigration and Ethnic Status.
QL FS 1993-2002

Natives Immigrants: Labour Immigrants: Total
Market Entrants Education Entrants
Whites Non- Whites Non- Whites Non-
Whites Whites Whites
Mean Gross 376.28 342.66 45499 363.36 434.25 390.89 378.23
Weekly Pay (204.18) (191.55) (264.13) (234.78) (240.52) (223.19) (206.971
)
Employment 90.43 75.13 89.69 79.39 89.97 81.77 90.14
Rate (0.2898) (0.4323) (0.3041) (0.4045) (0.3005) (0.3862) (0.2981)
Arrival Age - - 26.81 26.45 6.03 11.33 17.88*
(8.000) (7.232) (6.446) (11.758)
(6.453)
UK 21.51 10.07 14.03 15.99 18.39 15.85 20.97
Experience  (12.65) (8.158) (13.363) (11.991) (11.861) (22.70)
(9.877)
Foreign - - 7.87 7.43 - - 4.01*
Experience (7.260) (6.585) (6.304)
UK 13.02 14.29 - - 11.24 8.06 12.46
Schooling (2.45) (2.860) (4.890) (5.315) (3.572)
Foreign 14.98 14.99 3.42 7.22 10.24*
Schooling - - (4.027) (3.811) (5.407) (5.807) (7.035)
N 204338 3382 4046 4115 4356 3000 223237
N for 146719 1809 2481 2185 3054 1734 157982

employed and
positive wage

Notes:. Sandard deviationsin parentheses.
* For the sample of immigrants only.
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Table2. Arrival Year Effects. Earnings

Immigrants
Labour Market Education Entrants
Entrants
White Non- White Non-
White White
Model 1
Unemployment | 0.0063 -0.0142* | 0.0033 0.0014
Rate (0.0047) (0.0063) (0.0052) (0.0051)
GDP Growth -0.0089** | 0.0050** -0.0034* -0.0013
(0.0032) (0.0022) (0.0018) (0.0037)
Model 2
Unemployment | 0.0056 -0.0139** | 0.0027 0.0013
Rate (0.0049) (0.0062) (0.0050) (0.0051)
Model 3
GDP Growth -0.0085** 0.0045* -0.0032* -0.0012
(0.0035) (0.0025) (0.0018) (0.0037)
Model 4
Unemployment 0.0056 -0.0167* 0.0046 -0.0010
Rate 3 Period MA| (0.0054) (0.0065) (0.0058) (0.0053)
GDP Growth Ratg -0.0034 -0.0003 -0.0078 -0.0046
3 Period MA (0.0063) (0.0068) (0.0048) (0.0073)
Model 5
Unemployment 0.0059 -0.0166** 0.0043 -0.0013
Rate 3 Period MA| (0.0054) (0.0065) (0.0058) (0.0053)
Model 6
GDP Growth Rate -0.0042 0.0015 -0.0076 -0.0047
3 Period MA (0.0062) (0.0066) (0.0050) (0.0072)
N 2481 2185 3054 1734
Note:
1. The table contains estimated coefficients aaddard errors based on a

parametric (quadratic) specification of equationwith cohort dummies
replaced by the aggregate-level variables.

2. * indicates statistical significance at betw&end 10% while ** indicates
significance at 5 % or lower.
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Table 3. Arrival Year Effects. Employment

Immigrants
Labour Market Education Entrants
Entrants
White Non- White Non-
White White
Model 1
Unemployment | 0.0037 -0.0029 0.0077** 0.0067*
Rate (0.0026) (0.0036) (0.0030) (0.0037)
GDP Growth -0.0016 0.0063** -0.0012 0.0003
(0.0017) (0.0024) (0.0018) (0.0028)
Model 2
Unemployment | 0.0036 -0.0024 0.0076** 0.0068*
Rate (0.0026) (0.0038) (0.0029) (0.0036)
Model 3
GDP Growth -0.0015 0.0062** -0.0008 0.0006
(0.0017) (0.0025) (0.0019) (0.0029)
Model 4
Unemployment 0.0027 -0.0066 0.0075** 0.0068*
Rate 3 Period MA| (0.0028) (0.0040) (0.0033) (0.0039)
GDP Growth Ratg -0.0030 0.0056 -0.0062 -0.0072
3 Period MA (0.0028) (0.0038) (0.0049) (0.0063)
Model 5
Unemployment 0.0032 -0.0072* 0.0076** 0.0069*
Rate 3 Period MA| (0.0028) (0.0042) (0.0034) (0.0040)
Model 6
GDP Growth Rate -0.0035 0.0064 -0.0062 -0.0073
3 Period MA (0.0028) (0.0039) (0.0053) (0.0069)
N 4046 4115 4356 3000
Note:
1. The table contains estimated coefficients aaddard errors based on a

parametric (quadratic) specification of equationwith cohort dummies
replaced by the aggregate-level variables.

2. * indicates statistical significance at betw&end 10% while ** indicates
significance at 5 % or lower.
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Figure 2. Assimilation: Labour Market Entrants.
Differ ences between |mmigrants and Natives
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Figure 3.Wage and Employment Profiles. Education Entrants
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Figure 4. Assimilation: Education Entrants.

Differ ences between |

mmigrants and Natives.
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