Settling In:
Public Policy and the Labor Market Adjustment
of New Immigrantsto Australia

Deborah A. Cobb-Clark

Social Palicy Evaluation, Analysis, and Research Centre
and Economics Program
Resear ch School of Social Sciences

December 17, 2001

Abstract:

Two separate cohorts of immigrants to Australia are compared in order to assess the
relative importance of immigrant selection criteria, labor market conditions, and income-support
policy in facilitating the labor market adjustment of new arrivals. Although these two cohorts
entered Australia only five years apart, their initial labor market outcomes varied dramatically.
The results indicate that changes in immigration policy led to increased human capital
endowments that in turn resulted in higher participation rates and reduced unemployment. At the
same time, improvement in Australian labor market conditions and changes in income-support
policy over the 1990s—which altered the returns to human capital—were instrumental in
reinforcing the effects of tighter immigrant selection criteria.  As much as half of the fall in
unemployment rates among women and one third the decline among men appears to have
occurred as the result of changes in the returns to demographic and human capital characteristics.
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1. Introduction
International migration is an increasingly important economic phenomenon. The number

of people world wide living outside their country of birth now exceeds 120 million and more
countries than ever are being classified as major suppliers or receivers of international migrants
(Stalker, 2000). In the face of such massive movements of people, policy makers around the
world are grappling with complicated issues surrounding the design and implementation of
policies to facilitate the settlement of new arrivals.

Australia is an interesting case study for assessing the capacity of policy to promote
immigrant settlement. First, Australiais a nation of immigrants. Nearly six million individuals
have migrated to Australia since the post-war migration program began in October of 1945. Of
the 18.3 million individuals enumerated in the 1996 Australian Census, 23.0 percent were
foreign born and an additional 18.6 percent were first generation Australians (DIMA, 1998).E]
Second, a new data source—the Longitudinal Survey of Immigrants to Australia (LSIA)—
provides a unique opportunity to study two separate immigration cohorts as they enter Australia
and begin looking for work. Unlike standard labor force surveys and censuses which provide
only limited information about foreign-born individuals, the LSIA was specifically designed to
enhance our understanding of the immigration and settlement process.

This paper explores the role of labor market conditions, income-support policy, and
immigrant selection criteriain promoting labor market adjustment. Two separate cohorts of new
entrants to Australia are compared. The first cohort entered as new immigrants in the early
1990s (1993-1995) while the second cohort entered in 1999-2000. Although these immigrants
arrived in Australia only five years apart on average, their early labor market experiences were

dramatically different. The employment-to-population ratio six months after migration was only



31.5 percent for the first cohort, but 47.9 percent for the second. Labor force participation also
increased between the two cohorts and the unemployment rate fell from 40.7 percent (Cohort 1)
to 17.8 percent (Cohort 2).

A number of factors may account for these differences. In particular, there was
substantial improvement in Australian labor market conditions over the latter half of the 1990s.
Additionally, Australian immigration policy moved to place a greater emphasis on productivity-
related skills in the selection process, while income-support policy was changed to exclude most
immigrants from social welfare payments for the first two years after arrival. Our interest liesin
assessing these factors relative weight in promoting the labor market performance of new
arrivals. The strategy is to use the detail of the LSIA data—in particular visa category, primary
applicant status, gender, human capital characteristics, etc.—to pin point the source of the
disparity in the labor market status and unemployment experience of the two entry cohorts. This
in turn allows us to begin to identify the most plausible explanations for the improvement.

The results indicate that the 1999 changes to Australia’s skilled immigration program
played a large part in the improvement in labor market outcomes. The cohort of individuals
entering Australia in 1999-2000 was more educated and had better English language skills than
the previous cohort. These changes in human capital endowments resulted in increased
participation rates and reduced unemployment. Furthermore, the effects of changing human
capital endowments were not uniform, but were concentrated amongst those groups most likely
to be subject to the tighter selection criteria. At the same time, it seems clear that changes in
Australian labor market conditions and income-support policy over the 1990s—which altered the

returns to human capital—were instrumental in reinforcing the effects of tighter immigrant

! In comparison, during the same period 17.4 percent of the Canadian and 9.3 percent of the U.S. population was
foreign born (OECD, 1995).



selection criteria.  Unemployment improved across the board not only for skills-based
immigrants (who were subject to the new points test), but also among family-based and to a
lesser degree humanitarian immigrants who were not. As much as half of the fal in
unemployment rates among women and one third the decline among men appears to have
occurred as the result of changes in the returns to demographic and human capital characteristics.

The next section of the paper reviews the details of changes in Australian labor market
conditions, immigrant selection criteria, and income-support policy and outlines how each would
be expected to influence the early labor market experiences of new arrivals. Section 3 provides
technical details about the LSIA data, while differences in the human capital endowments of the
two LSIA cohorts are considered in Section 4. The determinants of labor market participation
and unemployment are presented in Section 5. Subsequently, differences in labor market
outcomes are decomposed into characteristics-related and returns-to-characteristics-related
components. Finaly, adiscussion of the results and the conclusions of the analysis are presented

in Section 7.

2. Selection Criteria, Income-Support Policy, Labor Market Conditionsin Australia

For most immigrants, the success of the immigration decision often turns on a successful
transition into the receiving-country labor market. Thisis particularly true in the first stages of
immigrant settlement, but continues to be true even in later stages of family reunion and
community formation (Wooden, et al., 1994).51 In the mid-1990s, the Australian government

adopted a number of policies designed to promote the successful labor market entry of new

arrivals, and reduce the demand for taxpayer-funded income support payments.



Changes over the 1990s:

Immigrants to Australia—like those to Canada or the United States—are selected on the
basis of either labor market skills, family relationships, or out of humanitarian concerns.
Australias skilled immigration program—which is modeled closely on Canada's (Clarke,
1994)—relies on points tests as the primary mechanism for regulating the level and influencing

the characteristics of skilled migrantsE

Changes to the immigration program in the late 1990s
gave an even greater emphasis to productivity-related characteristics in the immigrant selection
process. First, the number of visas in the skill-based categories was increased from
approximately 21,000 in 1993-94 to 28,000 in 1998-99, while the number of new arrivals
holding family-based visas declined from approximately 25,500 to 21,500 (BIMPR, 1995;

DIMA, 1999).[I

Second, a limit was placed on the entry of parents, which had the effect of
reducing the average age of family-based migrants (Richardson, et al., 2001). Third, the
Department of Immigration and Multicultural Affairs (DIMA) established minimum age, skill,

and English language criteria which skill-based immigrants must meet in addition to passing the

2 See Wooden, et. d., (1994) and McDonald and Worswick, (1999), for reviews of studies comparing the labor
market status of immigrants to native-born Australians at various stages of the business cycle. Cobb-Clark (2000)
assesses the relationship between the visa category and the labor market status of immigrantsto Australia.
Australia’ s skilled immigration stream includes independent migrants without family relationships who are points
tested (Independents), migrants with pre-arranged offers of employment (Employer Nomination Scheme (ENS)),
and migrants intending to establish businesses in Australia who meet certain capital requirements (Business Skills
(BS)). The Skilled Australia-Linked (SAL) program lies between the family-based and skill-based migration
streams subjecting potential migrants to a points test which weights both skills and more distant family
relationships. Due to small sample sizes, and the similarities in the two programs, it is customary to consider BS
and ENS immigrants together.

* Overall, 69,768 settlers arrived in Australia in 1993-1994 and by 1998-99 this number had grown to 84,143. The
fall in Family Stream immigrants over this period was more than made up by a dramatic increase in the number of
New Zealand citizens (who do not require visas) entering Australia under the 1973 Trans-Tasman Travel
Arrangement. As aresult, the proportion of the overall immigration flow admitted on the basis of skills expanded
only modestly from 30.0 percent in 1993-94 to 33.2 percent in 1998-99 (BIMPR, 1995; DIMA, 1999). New
Zedland citizens are outside the sampling frame of the LSIA, however, so the expansion in skill-based
immigration is much greater in these data.



points test.EI Changes to the points test itself resulted in additional points being awarded if the
applicant’s spouse also meets the minimum age, skill and English language requirements or if
the applicant holds an Australian degree. Finally, DIMA now places greater emphasis on
personal interviews in making decisions about the applications of skill-based immigrants.

These changes in selection criteria were coupled with changes in welfare policy

Bl

tightening access to taxpayer-funded income-support programs.™ All immigrants arriving in
Australia after January 1993 have been subject to a 26-week waiting period for access to
unemployment benefits. However, many family-based immigrants in Cohort 1 would have been
entitled to income-support payments on the basis of their Australian partner’s eligibility and
Special Benefit (a discretionary payment of last resort) was not subject to any waiting period.
Since March of 1997, new arrivas—with the exception of humanitarian migrants—are
prohibited from receiving practically all income-support payments (including Special Benefit)
for the first two years after migration!EI Visa applicants are informed about the waiting period at
several stages in the application process and three in four individuals captured in the second
LSIA cohort report knowing about the ban before migration.

Improvements in overall conditions in the Australian labor market over the latter half of
the 1990s most likely reinforced the effects of these policy changes in facilitating the labor
market transition of new arrivals. Australian unemployment fell from 10.3 percent in September

of 1993 to 7.1 percent in September of 1999. The number of individuals employed full-time rose

11.3 percent while part-time employment increased 24.2 percent. As aresult, total employment

® Specifically, all applicants must be under the age of 45, be proficient in English at the vocational level, and meet
the Australian requirements for (and have recent experience in) an occupation set out on a skilled occupations list.

® This section is based on communication with the International Branch, Department of Family and Community
Services.

" Migrants in financial hardship whose circumstances have changed after arrival in Australia may still be able to
access Specia Benefit within the waiting period. In practice, however, this is very uncommon as an inability to
find employment is not considered a change in circumstances.



in the Australian labor market grew from just over 7.8 million to more than 8.9 million

el

individuals over the six year period.

Effect of Policy Changes on Labor Market Outcomes:

The Australian government’s move in 1999 to select more highly skilled immigrants
would be expected to affect the average labor market outcomes of new arrivals: first, by atering
the distribution of immigrants across visa categories and second, by increasing average skill
levels. The latter occurring as the result of a change in the points test that gave more weight to
age, English language ability, and recent experience in a skilled occupation. Note, however, that
this primarily affected those individuals actually subject to the points test—i.e., Independent and
Skilled Austraia-Linked (SAL) primary applicant@—though the additional points awarded to
applicants with spouses meeting the skill requirement would be expected to improve skills
among Independent and SAL spouses as well. In addition, Australia's points test is generally
used to select male rather than female immigrants as women are disproportionately likely to
enter as accompanying family members for whom no selection criteria apply. Only 5.4 percent
of all female immigrants to Australia in 1990-1991 entered as primary applicants in one of the
skill-based programs (Madden and Y oung, 1993)!‘"'_QI Generally speaking then, we would expect
immigration policy to affect labor market outcomes by influencing observed human capital

(1]

endowments.

8 ABS Time Series Statistics, dX for Windows, Version 3.0.

® The primary applicant is the individual upon whom the approval to migrate was based. Once the primary applicant
meets the selection criteriaand is granted a visa, dependent family members (in practice, spouses and children) are
automatically granted visas in the same category.

19\Women al'so tend to be over-represented in family classes and under-represented in skill classesin Canada and the
United States (Houstoun, et. al., 1984;UN, 1995).

1 After all, selection criteria are by their nature based on the observed characteristics of potential immigrants. An
exception is the change in policy that placed greater emphasis on the interview process. Thisis expected to result



In contrast, expanding employment and falling unemployment in the Australian labor
market over the 1990s would be expected to influence immigrant’s labor market outcomes by
shifting the wage distribution and raising the returns to market work.  Similarly, restricted
access to income-support payments after 1997 would also be expected to affect the participation
decisions and unemployment probabilities of immigrants by altering the costs and benefits of job
search. Unlike changes in selection criteria that pertained mainly to individuals in specific
immigration streams, differences in labor market conditions and income-support policy at the
time of entry would be expected to affect foreign-born individuals more broadly by atering the
returns to immigrants’ human capital endowments.

Additionally, economic models of the migration decision itself demonstrate that relative
economic conditions in sending and receiving countries generate selectivity in the characteristics
of those individuals choosing to migrate (Borjas, 1987; Jasso and Rosenzweig, 1986; Cobb-
Clark, 1993; Greenwood, et. a., 1999). Changes in the state of the Australian labor market and
in the generosity of Australian income-support policy would certainly have affected the returns
to migration and perhaps altered the selectivity of the immigrant stream—though most likely not
in the same direction. While improved labor market conditions would have raised the returns to
migration for many potential immigrants, the change in welfare policy would be expected to
result in many of those not confident of their ability to be economically independent increasingly
choosing to stay at home.EI Variation in immigrants observed characteristics are accounted for
in the analysis. However, given the cross-sectional nature of the data, it is not possible to control

for unobserved individual heterogeneity and as a result variation in the unobserved human

in increased selection on certain forms of human capital which can be observed by immigration officials, but
which are unobserved in our data.

21 related work, Greenwood, et al., 1999 conclude that the specific social programs available in the source country
are critical in shaping the decision to migrate to the United States.



capital characteristics of individuals in the two cohorts will be reflected in differences in the
returnsto related observed characteristics. Thereisin effect an omitted variables bias problem—

the magnitude and direction of which may differ between cohorts.

3. TheLongitudinal Survey of Immigrantsto Australia

The LSIA was primarily designed to study the process of immigrant settlement. More
than 300 questions about the settlement process—including labor market adjustment—are asked
in each wave of the survey. LSIA data are particularly useful for understanding the role of
selection criteria in facilitating immigrant settlement because of the availability of accurate

= In addition, primary applicants are distinguished

information about detailed visa categories.
from accompanying family members allowing the researcher to identify those individuals
meeting the selection criteria. Both are critical to the analysis at hand.

The LSIA data—LSIA1 and LSIA2—comprise two separate immigrant entry cohorts!‘l_éI
LSIA1 generalizes to those primary applicants aged 15 and older arriving in Australia over a
two-year period between September 1993 and August 1995. A total of 5192 primary applicants
and 1837 migrating-unit spouseéa were captured in the first wave of LSIAL. A further 3124
primary applicants and 1094 migrating-unit spouses were sampled in wave 1 of LSIA2. These
individuals represent the cohort of primary applicants over the age of 15 arriving between

September 1999 to August 2000. New Zealand citizens, individuals under the age of 15, and

people granted visas while in Australia are outside the scope of both LSIA1 and LSIA2.

3| nformation about visa categories comes from DIMA administrative records and not self-reports.

“For more information about the technical details of the LSIA data see, the DIMA web page
http://www.immi.gov.au/research/lsia, the technical documentation for the data, and Cobb-Clark (2001).

SFor the purposes of the LSIA, the migrating unit includes all individuals migrating to Australia as part of the same
visa application. The term “spouse” includes legal spouses, fiance(e)s, and de facto partners. In both LSIA
cohorts more than 95 percent of those migrating-unit spouses present in the household were successfully
interviewed.




Face-to-face interviews were conducted with both primary applicants and migrating-unit
spouses. The form of the questionnaire is the same for primary applicants and spouses although
primary applicants report additional information for other members of the household and for the
household as a whole. Wave 1 interviews for both LSIA1 and LSIA2 were timed to occur
approximately six months after arrival. These data form the basis of the estimation sample used

kel

in the analysis.

4. ThelLabor Market Outcomes and Human Capital Endowments of New Arrivals
Participation rates, employment to population ratios, and unemployment indicators for
both cohorts are reported separately by gender in Table 1. These results document the dramatic
improvement in immigrants early labor market outcomes over the latter half of the 1990s.
Large increases in the participation rates of immigrant women resulted in the overall labor force
participation rate increasing from 53.1 percent (Cohort 1) to 58.3 percent (Cohort 2). This
increase in participation was accompanied by rising employment and falling unemployment. Six
months after migration almost one in two (47.9 percent) immigrants entering Australia between
1999 and 2000 had found employment. In contrast, the employment-to-population ratio was less
than one in three for the cohort entering five years earlier. Furthermore, the unemployment rate
of Cohort 2 immigrants was less than half that of Cohort 1 immigrants at the same stage of the

settlement process. Finaly, even though a higher proportion of Cohort 2 immigrants reported

8 he first LSIA cohort was re-interviewed approximately 18 months (wave 2) and 42 months (wave 3) after arrival
and there are plans to re-interview the second LSIA cohort for a second time. These data are not yet available,
however, so the estimation is restricted to wave 1 data for both cohorts.

10



experiencing some unemployment since arrival (29.5 percent versus 38.6 percent), the average
length of time spent unemployed since arrival fell from 1.3to 1.0 months.EI
Tablelhere

Table 2 compares the productivity-related characteristics of the two LSIA cohorts. The
distribution of LSIA immigrants across visa categories highlights the expansion of the skilled
immigration program and the relative scaling back of the family and humanitarian streams. The
proportion of individuals entering on a skills-based visa increased from one in three (35.0
percent) in LSIA1 to one in two (49.7 percent) in LSIA2. Family Stream immigrants made up
48.5 percent of the first LSIA cohort, but only 41.4 percent of the second, while the proportion of
Humanitarian immigrants fell by aimost half over the five years separating the two entry cohorts.

Table2 here

As expected, there are large gender differences in the proportion of LSIA immigrants
who were subject to Australia’s points test. Primary applicants in the SAL and Independent
immigration programs account for approximately one third of all men in our two LSIA cohorts.
In contrast, only 9.5 percent of Cohort 1 women and 16.8 percent of Cohort 2 women entered
Australia as the primary applicant in one of the two skill-based programs subject to points
testing.

How much of the variation in the average outcomes of the two cohorts results from
differences in the distribution of immigrants across visa categories? Figures 1 — 3 document the
variation across visa categories in the participation rates and unemployment experiences of
immigrants in the two cohorts. If Cohort 1 individuals had retained their own visa-specific

outcomes, but had been distributed across the visa categories in the same manner as Cohort 2

YThis occurred even though Cohort 2 immigrants had been in Australia somewhat longer on average at the
interview date than Cohort 1 immigrants.
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individuals, their participation rate would have increased from 53.1 to 56.7 percent while their
unemployment rate would have fallen from 40.7 percent to 34.4 percent. In comparison, Cohort
2 immigrants had a participation rate of 58.2 percent and an unemployment rate of 17.8 percent
(see Table 1). Thus, while much of the increase in labor market participation can be accounted
for by changes in the distribution of individuals across visa categories, this is not true of the
unemployment rate. Even after standardizing the distribution across visa categories, the
unemployment rate of Cohort 1 immigrants would have remained twice as high as that of Cohort
2. Further evidence of this can be seen by considering Figure 2 which shows that (with the
exception of BS/ENS immigrants who experienced constant unemployment), unemployment
rates improved across the board. The fall in unemployment (from 29.1 to 10.1 percent) was
particularly impressive for Independent migrants who were subject to the new points test, but
was also evident for Family Stream and Humanitarian immigrants who were not.
Figures1l-3

Though the demographic make up—average age, gender ratio, and marital status—of the
two cohorts is much the same (see Table 2), there are striking differences in human capital
endowments. Consistent with changes in selection criteria, the cohort of individuals entering
Australiain 1999-2000 is more educated and has better English language skills than the previous
cohort. They also were more likely to have been working in a professional occupation and less
likely to have been not employed in the former home country in the year prior to immigration.
Oveadll, amost haf (45.6 percent) of Cohort 2 had recent labor market experience in a
professional occupation at the time of migration. This was true of just over one third (35.0
percent) of individualsin the first cohort. Finally, there are differences in the source countries of

the two cohorts. Cohort 2 immigrants are more likely (55.2 percent versus 48.5 percent) to come

12



from a country where English is widely spoken and with cultural traditions and institutions that

Lel

closely resemble Australia’s. These changes in human capital characteristics facilitate

employment and make the settlement process easier.

5. The Determinants of Labor Market Participation and Unemployment

There are severa methods for estimating the determinants of participation, employment,
and unempl oyment.@ln the end, the choice of the estimation strategy often depends on how one
wishes to interpret the results. This paper separately estimates the determinants of participation
and the determinants of unemployment conditional upon participation because this method
provides the more useful interpretation. This approach is completely analogous to estimating the
factors related to participation and unemployment rates and it is these outcome measures that are
of particular interest to policy makers setting selection criteriaI£| Given this, three separate labor
market outcomes are considered: 1) labor market participation—and for participants—2) current
unemployment status and 3) months spent unemployed and looking for work since migration.

This alows us to shed light on both an immigrant’s desire to work and on those factors related to

successfully finding employment.

Empirical Framework:
Immigrants are assumed to participate in the Australian labor market whenever the

returns to market work exceed the value of their time in alternative activities. Specifically, the

'8 |n this analysis source countries are divided into English proficiency groups based on the English-speaking ability
of recent immigrants to Australia (see DIMA, 1996). Group 1 includes the mainly English speaking countries
(Canada, New Zealand, United Kingdom, Ireland, United States, and South Africa). Immigrants from these
countries rate 98 percent or higher on the English proficiency index. Group 2 includes those countries with a
rating of 80 percent or higher, while Group 3 includes countries with a rating between 50 percent and 80 percent.
Countries with arating of less than 50 percent make up Group 4.

19 See Cobb-Clark (2000) for areview.

13



probability of immigrant i participating in the Australian labor market at the interview date
(approximately six months after migration) is assumed to be given by:

Pr(B, =1 =Pr(X;B; +&; >0) =d(X; B;) 1)

wherej = 1, 2 indexes cohorts, P

. =1 for labor market participants and O otherwise,&; ~ N(0,]),

and @ isthe standard normal cumulative distribution function, and f3; is a vector of parameters

to be estimated.

Conditional upon seeking market work, we consider two aternative measures of an
immigrant’s unemployment experience in the first six monthsin Australia. First, the probability
of immigrant i being unemployed at the interview date is assumed to be given by:

PrlU; =1|R, =1) =Pr(X; ¢, +w; >0|B, =1) = d(X; ;) 2
where U; =1 for those unemployed (and O otherwise), w; ~N(0,1) and ¢, is a vector of
returns. Second, the number of months (M) an immigrant spent unemployed and looking for

work between the arrival and interview datesis given by:
M; = X;9; +n; )

where 9, is avector of coefficients to be estimated and 17, ~ N(uj,of). In equations (1) — (3),

X, is a vector of human capital (education, English ability, English language background),

ij
demographic (age, marital status, children) and geographic (unemployment rat and state of
residence) variables thought to be related to the value of time in non-market activities and to

labor market productivity. Although the data do not provide a direct measure of labor market

2 This approach is also more in keeping with the spirit of the nested discrete choice models.

2 gSpecifically, Australian Bureau of Statistics (ABS) sources were used to obtain monthly unemployment rates
separately for men and women in each State or Territory. Using the month and year of interview these aggregate
unemployment rates were merged to individual LSIA records. Note that LSIA measures of unemployment differ
from standard ABS definitions.

14



experience, pre-migration occupation and employment status are included to act as controls for
the effects of labor market experience immediately prior to migration. The model also includes
controls for visa category, primary applicant status, and the number of weeks since migration.

Equation (1) was estimated for male and female immigrants aged 22 - 60 using a probit
modeI.EUsi ng the working-aged sample of labor market participants, Equation (2) was also
estimated using a probit model while equation (3) was estimated using OLS. In each case, model
1 restricts the coefficients to be the same in each cohort allowing for only a simple intercept
shift, while model 2 estimates separate slope coefficients for each cohort. The results (probit
margina effects, OLS coefficients, and standard errors) from each regression are reported in
Table 3 for women and Table 4 for men. Unfortunately, small sample sizes (particularly for
Cohort 2) preclude estimating the models separately by immigration stream.Izal

Tables3 and 4 here
The Immigration Process:

Women entering Australia in 1999-2000 have a labor force participation rate that is 7.0
percentage points higher and an unemployment rate that is 10.8 percentage points lower than
otherwise similar women migrating to Australia in the early 1990s. (See Table 3.) Cohort 2
women also spent approximately two fewer weeks unemployed in the first six months after
migration, although the difference was not significant. In contrast, there is no significant
difference in the participation or unemployment experiences of male immigrantsin the two LSIA

cohorts once differences in productivity-related characteristics are taken into account. (See

%2 All estimation was done in STATA 7.0.

% Note that for continuous variables such as age, the probit marginal effect represents the effect of an infinitesimal
change in the independent variable on the probability that an immigrant was in a specific labour market state. For
discrete variables, such as marital status, the marginal effect represents the effect of a one-unit change in the
independent variable. See the STATA manual for more details. Actual probit coefficients and robust standard
errors are available upon request.

15



Table 4.) Consistent with changes in selection criteria, it appears that for men the large decline
in the unconditional unemployment rates of new arrivals (see Table 1) between the two cohorts
may be the result of differences in human capital endowments. For women, the gap in
participation rates between the two cohorts is much the same once characteristics are controlled,
while a smaller—though still sizeable—gap in conditional unemployment rates remains. This
suggests changes in the returns to characteristics led to increased participation and reduced
unemployment for foreign-born women.

Interestingly, the gap in the participation rates of primary applicants (who are subject to
selection criteria) and spouses (who are not) fell somewhat for men (7.4 to 4.2 percentage
points). Similarly, women entering Australia as primary applicants between 1993-1995 had an
unemployment rate that was 19.2 percentage points lower and an average period of
unemployment that was one third of a month longer than women entering as spouses over the
same period. However, the participation rates and unemployment experiences of female primary
applicants were not significantly different from those of female spouses in Cohort 2. This
narrowing of the gap between individuals entering as primary applicants and those entering as
spouses is consistent with the 1999 changes in the points test which awarded extra points to those
primary applicants whose spouses also met the minimum age, language, and skill requirements.

Diversity in labor market experiences across visa categories is also informative about the
role of selection criteria in promoting labor market entry and in facilitating market employment.
Over time, participation rates of immigrants in the Independent and Skilled Australia-Linked
(SAL) streams—which are points tested—increased relative to those of immigrants in to the
Business SkillsEmployer Nomination Scheme (BS/ENS) programs. Men and women holding

SAL visas who entered Australia during the early 1990s had a participation rate that was 3.4 and

16



6.5 percentage points higher respectively than similar men and women holding BS/ENS visas.
Amongst Cohort 2 men and women these participation gaps had increased to 12.5 and 19.6
percentage points respectively. At the same time, there was also convergence in relative
unemployment experiences. For example, Independent men had a probability of being
unemployed that was 56.8 percentage points higher than BS/ENS migrants in Cohort 1, but only
13.0 percentage points higher in Cohort 2. Similarly, women holding Independent and SAL
visas had unemployment rates in Cohort 1 that were more than forty percentage points higher
than that of women with BS/ENS visas. Amongst Cohort 2 women, this difference was 21.9
percentage points for SAL immigrants and only 6.1 percentage points for Independents.
Convergence in the length of time spent unemployed and looking for work was also evident for
Cohort 2. These results are consistent with changes in the points test which increased the weight
given to skills in the selection process for Independent and SAL programs, but left the selection
process in the ENS/BS program largely unaffected.

At the same time, these patterns are even more striking for men and women in the Family
Stream who also are not subject to a points test. They too dramatically improved their labor

Bdl

market position six months after arrival relative to immigrants in the BS/ENS stream.”™ In fact,
only refugees failed to see a substantial reduction in their relative unemployment. Despite
convergence in outcomes for other Cohort 2 immigrants, Humanitarian immigrants continued to
have unemployment rates that were 76.4 and 57.8 percentage points higher than BS/ENS
immigrants. Perhaps the most striking change, however, is the deterioration in the relative

probability that Humanitarian immigrants, particularly women, are participating in the Australian

labor market. This decline (see also Figure 1) occurs athough there was little change in the
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selection process for refugees over the period and despite improvement in labor market
conditions and a tightening of access to income-support payments that would have been expected
to lead to higher participation in the labor market.lz]

Thus, differences in relative labor market outcomes between primary applicants and
Spouses across visa categories are consistent with the 1999 changes in Australian immigration
policy that gave greater weight to skills in the selection process. At the same time, the patterns
for Family Stream and Humanitarian immigrants who were not subject to substantial changes in

selection criteria suggest that changes in labor market conditions and income-support policy aso

may play an important role in producing these results.

Human Capital Characteristics:

Insight into the relative importance of the general improvement in Australian labor
market conditions may be gained by explicitly considering how the returns to labor market skills
changed between the two LSIA cohorts. Over the 1990s in Australia there was convergence in
the labor market participation rates of new arrivals with diverse English language abiliti es.@ The
participation gap between male native English speakers and otherwise similar men who speak
English badly fell from 26.9 percentage points (Cohort 1) to 14.8 percentage points (Cohort 2).
(See Table 4.) Similar results are observed for foreign-born women. There is also evidence that

the employment penalty faced by non-native English speakers in Cohort 1 disappears when we

2 Although, limitations were placed on the entry of parents reducing the average age of Family Stream immigrants
(Richardson, et al., 2001), it is unlikely that this alone would be sufficient to generate this widespread
improvement in the labor market position of working-aged adults once age is controlled in the regression.

% This decline in participation is unfortunate since previous evidence suggests that the employment of wives in
refugee families generates a substantial proportion of family income and is thus very important to the economic
well-being of the family (Cobb-Clark and Connolly, 2001).

% |ndividuals are categorized into three English language ability groups: native English speakers (those who report
speaking English “only” or “best”), non-native speakers who speak English “well” (or “very well”), and non-
native speakers who speak English “badly” (or “not at all”).
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consider Cohort 2 immigrants.  Women who entered Australiain the early 1990s and who spoke
English badly, for example, had a probability of being unemployed six months after arrival that
was 34.2 percentage points higher than women who reported that they were native English
speakers. (See Table 3.) There was no significant difference in the unemployment rates of
Cohort 2 women who did and did not speak English, however. Similar trends are observed for
men.

Changes in the pattern of relative participation rates across education categories are more
difficult to quantify, however it appears that for both men and women there was a deterioration
in the participation rates of those attending (but not completing) high school relative to those
holding a technical or trade degree. Furthermore, the gap in the participation rates of foreign-
born men enrolled and not enrolled in education was larger for Cohort 1 than Cohort 2, though
there was little change in the relative participation rates of foreign-born women. Neither pre-
migration education level nor post-migration enrollment in education are strongly related to the
unemployment experiences of labor market participants once other factors are taken into
account, however. The exception is that Cohort 1 men with some university education have a
higher probability of (and spend longer) being unemployed than similar men with technica or
trade degrees. There are similar results for women, athough the effects are not as large. In
contrast to men, women with less than ten years of education have better employment outcomes
than do women with technical and trade degrees.

Finally, labor market experiences in the twelve months prior to immigration are
important in explaining labor market outcomes shortly after arrival in Australia. Labor market
attachment in the year before migration is related to the probability that a foreign-born woman is

participating in the labor market six months after migration (particularly for Cohort 2 women),
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but is unrelated to post-migration unemployment conditional on participation. Recent
unemployment is related to higher unemployment in Australia, though only for those women
entering Australia between 1999 - 2000. Irrespective of previous occupation, Cohort 2 men who
were employed in the 12 months prior to migration have a lower probability of being
unemployed six months after arrival in Australia. In contrast, Cohort 1 men who worked in an
unskilled occupation prior to migration to Australia had a significantly higher (19.7 percentage
points) probability of being unemployed after arrival in Australia.

Thus, it seems to be the case that changes in labor market conditions and income-support
policy between the early and late 1990s served to alter the relative returns to English language
ability, education, and pre-migration labor market experience. While the employment penalty
for being a non-native English speaker fell between Cohort 1 and Cohort 2 for both men and
women, the relative returns to pre-migration labor market experience were higher for men in
Cohort 2 than in Cohort 1. Alternatively, there may be variation over time in the ability level of
individuals within skill categories that are not captured by the model and which lead to changes

in relative returns.

6. Decomposition Analysis

In this section, our focus is on decomposing relative improvements in the participation
rate and unemployment experience of new arrivals in Australia into characteristics-related and
returns-to-characteristics-related components. Generally speaking, we expect that the influence
of changes in immigration policy will operate through changes in characteristics themselves,
while labor market conditions and income-support policy work to alter the returns to

characteristics. (See Section 2.)

20



Decomposition Methodol ogy:

Let us first consider labor market participation. (The decomposition procedure for the

probability of being unemployed is analogous.) Recall that X; is a vector of demographic and

human capital characteristics influencing labor market status, while 3;is a vector of returns to

those characteristics. Let X ; capture the characteristics of a representative person of cohort jl.;I

The predicted cohort gap in the probability of participating in the Australian labor market is
given by:
f-’z - ﬁl = q)(>22ﬁ2) - ‘D(Xlﬁl) (4)

Due to the non-linearity of the cumulative normal distribution, the cohort gap in the probability

A

of participation is a non-linear function of Xj and .

; making standard decompositions

impossible. To avoid this Doiron and Riddell (1994) suggest using a linear approximation.

Specificaly,
B, — B, = (X, ,) - ¢(xlﬁl>m""’("’)(xzﬁz 2.8,) (5)

where ¢ = (N, X, 3, + N,X,8,)/(N, + N,) is simply the predicted probability of participation

for the representative members of Cohort 1 and Cohort2 weighted by the respective sample sizes

? The curvature of the norma distribution implies that using the sample means X , to characterize the

representative person results in predicted probabilities of participation that do not equal the sample averages.
Furthermore, the problem differs by LSIA cohort, leading the participation gap between Cohort 1 and Cohort 2,
for example, to be overstated for men and understated for women. Following, Doiron and Riddell (1994), | define

a representative foreign-born individual ( X ;) such that he (she) has a predicted probability of, in this case, labor
market participation equal to the cohort sample average and such that his (her) endowments are in the same
proportion as the average endowments of foreign-born men (women) in the cohort. In effect, >2j =a, X , where

a; isacohort-specific scaling factor.
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(|
N,andN,.*® By adding and subtracting

6?;(;#) X,B, from the right hand side of equation (5)

we can decompose the participation gap into returns- and characteristics-related components in

the following manner:

ﬁz - ﬁl D&E—L(;’ﬂ)[)zz(ﬁz - BAl) + BAl(XZ - )21)] (6)

The decomposition given by equation (6) is obviously not unique. To assess the robustness of
the results, two decompositions of the promotion gap are considered: the one given by equation
(6)—D' (which weights differences in characteristics by Cohort 1 returns)—and D? (which

weights differences in characteristics by Cohort 2 returns) and results from adding and

subtracting (X,,) in (5).

0P)
oy

The above procedure was also used to decompose the probability of being unemployed at
the time of interview into characteristics- and returns-related components. The decomposition of
the length of time spent unemployed and looking for work is given by:

D'=AM = >_(2(BA2 - BAl) + :él(iz - >_(1)
D*=AM = Xl(éz - BAl) + éz(iz - Xl)

(7)
Resullts:

The results of the decomposition anaysis for newly-arrived men and women are
presented in Table 5. Consider first the sources of cohort differences in labor market
participation rates. Women entering Australia between 1999 — 2000 (Cohort 2) had a labor

market participation rate six months after arrival that was 5.2 percentage points higher than

% The first term on the right hand side is the standard normal probability density function evaluated at (.
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women who entered approximately five years earlier (Cohort 1). Most if not all—i.e., between
75.4 and 111.8 percent—of this increase is due to differences in the demographic and
productivity-related characteristics of the women in the two entry cohorts. In contrast,
differences in the participation rates of foreign-born men in the two LSIA cohorts are much
smaller (0.6 percentage points) and not statistically significant. This difference appears to be
mainly due to differences in returns to characteristics rather than differences in the characteristics
themselves, though given the magnitude of the gap, this decomposition is somewhat sensitive to
model specification.
Table5Here

Perhaps the most important change in the labor market status of individuals in the two
LSIA cohorts is in the dramatic decline in the probability that an individual participating in the
Australian labor market had not found employment by the date of the first interview
(approximately six months after arrival). Women in Cohort 2 had an unemployment rate that
was 25.7 percentage points lower than women in Cohort 1, while the probability of
unemployment for foreign-born men fell by 19.7 percentage points between the two cohorts.
Approximately half (15.0 to 11.7) of the fall in unemployment among women appears due to
changes in average human capital endowments of the two entry cohorts, with the remainder (12.6
to 15.9 percentage points) occurring as the result of changes in the returns to those
characteristics. At the same time, differences in human capital endowments play alarger rolein
explaining the fall in male unemployment rates. Changes in characteristics explain amost two-
thirds of the decline in the probability of unemployment when we weight relative characteristics

by Cohort 1 returns (D) and more than explain the decline when relative characteristics are
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weighted by Cohort 2 returns (D?). Thisis not surprising given that men are disproportionately
subject to the points test (see Table 2).

Conditional on labor market participation, the average length of time new arrivals spent
unemployed and looking for work in the first six monthsin Australiafell by approximately three
weeks. Differences in demographic characteristics and human capital endowments between the
two entry cohorts are important in explaining the shorter periods of unemployment for both men
and women. Differences in characteristics explain between half and amost al of this change

depending on the decomposition method used.

7. Discussion and Conclusions

Although the two LSIA cohorts entered Australia only five years apart on average, their
early labor market experiences were dramatically different. Driven by the behavior of women,
aggregate labor market participation rates increased from 53.1 percent (Cohort 1) to 58.3 percent
(Cohort 2) and there was a spectacular fall in the unemployment rate (40.7 to 17.8 percent).

The 1999 changes to Australia’s skilled immigration program played a large part in
producing these changes. Consistent with changes in selection criteria, the cohort of individuals
entering Australia in 1999-2000 was more educated and had better English language skills than
the previous cohort. They also were more likely to have been working in a professional
occupation and less likely to have been not employed in the former home country in the year
prior to immigration. These changes in human capital endowments were instrumental in
generating the increase in participation rates. More than half of the cohort participation gap is

eliminated by standardizing the visa distribution, while the decomposition analysis suggests that
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a least three-quarters (and perhaps al) of the increase in the labor market participation of
foreign-born women can be attributed to changes in characteristics.

Furthermore, the effects of changing human capital endowments are not uniform, but are
concentrated amongst those groups most likely to be subject to the tighter selection criteria. The
narrowing of the gap between individuals entering as primary applicants and those entering as
spouses is consistent with the 1999 changes in the points test which awarded extra points to those
primary applicants whose spouses also met the minimum age, language, and skill requirements.
Men are much more likely than women to be subject to Australia's points test and there is
evidence that for them changes in human capital endowments are more important in explaining
the improvement in labor market outcomes. For example, there is no significant differencein the
participation behavior or unemployment experiences of male immigrants in the two LSIA
cohorts once differences in productivity-related characteristics are taken into account. For
women, on the other hand, the cohort gap in participation rates is much the same once
characteristics are controlled, while a smaller—though till sizeable—gap in conditional
unemployment rates remains. These gender differences are also reflected to alarge degree in the
decomposition analysis.

At the same time, it seems clear that changes in Australian labor market conditions and
income-support policy over the 1990s—which altered the returns to human capital—reinforced
the effects of tighter immigrant selection criteria. With the exception of Business Skills (BS) and
Employer Nomination Scheme (ENS) immigrants (who experienced constant unemployment
rates), relative unemployment improved across the board. The fall in unemployment was
particularly impressive for Independent migrants (from 29.1 to 10.1 percent) who were subject to

the new points test, but was aso evident for Family Stream and to a lesser degree Humanitarian
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immigrants who were not. As much as half of the fall in unemployment rates among women and
one third the decline among men appears to have occurred as the result of changes in the returns
to demographic and human capital characteristics.

One of the limitations of the cross-sectional nature of this analysis, however, is the
inability to account for unobserved individual heterogeneity. Thisis potentially quite important
as changes in the state of the Australian labor market and the generosity of Australian income-
support policy would have affected the returns to migration, altering the selectivity of the
immigrant stream. Given this, divergence in the estimated returns to characteristics for the two
cohorts may be driven to a degree by differences in unobserved heterogeneity—generated by the
migration process—that is not accounted for in the estimation process. Whether changes in labor
market conditions and income-support policy affected outcomes by altering the migration
decision of potential migrants or by atering the opportunities of immigrants already resident in

Australiaremains an interesting question for future research.
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Table 1: Labor Market Outcomes

First and Second L SIA Cohorts by Gender
(Means® and Standard Deviations)

Cohort 1 Cohort 2
Total Men Women Total Men Women
M ean Mean Mean Mean Mean M ean

Labor Market Participation Rate 0.531 0.740 0.360 0.583 0.765 0.426
(0.499) (0.439) (0.480) (0.493) (0.424) (0.495)
Employment to Population Ratio 0.315 0451 0.203 0.479 0.623 0.355
(0.465) (0.498) (0.402) (0.500) (0.485) (0.479)

Unemployment Rate 0.407 0.390 0435 0.178 0.185 0.167
(0.491) (0.488) (0.496) (0.383) (0.389) (0.373)
Months Unemployed 1333 1.729 1.006 0.981 1.164 0.824
(1.726) (1.817) (1.573) (1.628) (1.716) (1.530)
Ever Unemployed 0.295 0.355 0.245 0.386 0.470 0.313

(0.456) (0.478) (0.430) (0.487) (0.499) (0.464)

All means are in percents except months unemployed.
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Table2: Visa Status, Demographic Characteristics, and Human Capital Endowments
LSIA Immigrants by Gender and Cohort
(Means” and Standard Deviations)
Cohort 1 Cohort 2
Total Men Women Total Men Women

Visa Status:
Family-PA 0.454 (0.498) 0.381 (0.486) 0.514 (0.500) 0.399 (0.490) 0.325 (0.468) 0.463 (0.499)

Family-SP 0032 (0.175) 0.011 (0.105) 0.048 (0.215) 0.015 (0.122) 0.007 (0.085) 0.022 (0.145)

SAL-PA 0062 (0.241) 0.098 (0.298) 0.032 (0.176) 0.078 (0.268)  0.100 (0.300) 0.059 (0.236)
SAL-SP 0.039 (0.194) 0018 (0.135) 0.056 (0.230) 0.046 (0.209) 0.045 (0.206) 0.046 (0.210)
IND-PA 0135 (0.342) 0.223 (0.416) 0.063 (0.243) 0.189 (0.391) 0.280 (0.449) 0.109 (0.312)
IND-SP 0.068 (0.252) 0.022 (0.147) 0.106 (0.308) 0.108 (0.311)  0.063 (0.243) 0.147 (0.354)

BSEENSPA 0027 (0.162) 0.052 (0.221) 0.007 (0.083) 0.044 (0.206) 0.080 (0.272) 0.013 (0.115)
BSEENSSP 0019 (0.137) 0.004 (0.061) 0032 (0.176) 0.032 (0.177)  0.006 (0.077) 0.055 (0.228)
HUM.-PA 0111 (0.315) 0.161 (0.368) 0.071 (0.256) 0.057 (0.232) 0.076 (0.264) 0.041 (0.198)
HUM.-SP 0053 (0.223) 0.030 (0.170) 0.071 (0.257) 0.032 (0.177)  0.019 (0.135) 0.044 (0.205)

Time Since 19.1 (6.7) 194  (7.0) 188 (65 219 (5.2 221 (5.3 21.8 (5.2
Migration

Demogr aphic

Female 0.548 (0.498) 0.537 (0.499)

Married 0.769 (0.421) 0.747 (0.435) 0.788 (0.409) 0.792 (0.406) 0.761 (0.426) 0.818 (0.386)
Age 352 (125) 357 (12.0) 348 (1290 350 (10.5) 36.2 (10.3) 34.0 (10.5)
Education

University ~ 0.322 (0.467) 0.366 (0.482) 0.285 (0.452) 0427 (0.495) 0.465 (0.499) 0.394 (0.489)
High School  0.269 (0.443) 0.209 (0.406) 0.318 (0.466) 0.216 (0.411) 0.169 (0.375) 0.256 (0.436)
Lessthan10 0.128 (0.334) 0.090 (0.287) 0.159 (0.366) 0.079 (0.269) 0.052 (0.223) 0.102 (0.302)
Trade Degree 0.274 (0.446) 0.331 (0.471) 0.227 (0.419) 0.275 (0.447) 0.310 (0.463) 0.245 (0.430)

English Ability

Native 0.307 (0.461) 0.345 (0.475) 0.275 (0.447) 0.379 (0.485) 0.430 (0.495) 0.334 (0.472)
Englishwell 0.308 (0.462) 0.326 (0.469) 0.292 (0.455) 0.317 (0.465) 0.331 (0.471) 0.305 (0.461)
EnglishBadly 0.386 (0.487) 0.329 (0.470 0.432 (0.495) 0.304 (0.460) 0.239 (0.427) 0.360 (0.480)

LM Experiencein Home Country

Professional  0.350 (0.477) 0.416 (0.493) 0.295 (0.456) 0.456 (0.498) 0.544 (0.498) 0.380 (0.486)
Skilled 0.293 (0.455) 0.328 (0.470) 0.264 (0.441) 0.259 (0.438) 0.291 (0.454) 0.230 (0.421)
Unskilled 0.035 (0.185) 0.043 (0.204) 0.029 (0.168) 0.012 (0.109) 0.011 (0.106) 0.013 (0.111)
Not Employed 0.316 (0.465) 0.210 (0.407) 0.404 (0.491) 0.268 (0.443) 0.148 (0.355) 0.372 (0.483)

Time Unemp 0.7 (2.5) 08 (26) 0.7 (25 05 (22 06 (23 05 (21
English Language Proficiency Group®

Group 1 0.217 (0.412) 0.245 (0.430) 0.194 (0.395) 0.238 (0.426) 0.286 (0.452) 0.197 (0.398)
Group 2 0.268 (0.443) 0.257 (0.437) 0.277 (0.447) 0.314 (0.464) 0.302 (0.459) 0.324 (0.468)
Group 3 0.355 (0.479) 0.369 (0.483) 0.344 (0.475) 0.285 (0.451) 0.287 (0.452) 0.283 (0.451)
Group 4 0.160 (0.367) 0.128 (0.335) 0.186 (0.389) 0.163 (0.370) 0.126 (0.332) 0.196 (0.397)

®Means are in percents except for time since migration (weeks), age (years), and time unemployed (months).

®Group 1 includes those countries rating 98 percent or higher on the English proficiency index. Group 2 includes those
countries with a rating of 80 percent or higher, while Group 3 includes countries with a rating between 50 percent and 80
percent. Countries with arating of less than 50 percent make up Group 4 (DIMA, 1999).
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Table 3: Determinants of Labor Market Status and Unemployment Experience

(Probit Marginal Effects, OL S Coefficients, and Standard Errors)

L SIA Women by Cohort

Labor Market Participation®®

Unemployment Status™®

Weeks Unemployed Since Migration®©

Total Cohort 1 Cohort 2 Total Cohort 1 Cohort 2 Total Cohort 1 Cohott2
Cohort 2 0.070 (2.14) -0.108 (-2.19) -0.480 (-0.33)
PA Status 0.156 (4.79) 0.163 (4.10) 0.155 (2.75) -0.127 (-2.68) -0.192 (-3.04) -0.026 (-0.56)  -0.308 (-2.34) -0.346 (-2.10) -0.197 (-0.94)
Visa Status®
Family -0.087 (-2.07) -0.111 (-2.11) -0.036 (-0.50) 0.349 (5.240 0.476 (4.98) 0.097 (1.59) 1.054 (6.18) 1.130 (4.77) 0.697 (3.06)
SAL 0.107 (3.18) 0.065 (1.67) 0.196 (2.88) 0.421 (6.81) 0.461 (5.84) 0.219 (3.07) 1.390 (9.95) 1.369 (7.79) 1.221 (5.14)
Independent 0.100 (2.82) 0.103 (2.53) 0.127 (1.93) 0.298 (5.02) 0.422 (5.15) 0.061 (1.07) 0.909 (6.67) 1.084 (6.33) 0.468 (2.28)
Humanitarian -0.041 (-0.90) -0.018 (-0.35) -0.321 (-4.59) 0.637 (7.49) 0.610 (6.74) 0.578 (3.20) 2.127 (10.51) 2.054 (8.60) 1.553 (2.55)
Time Since -0.001 (-0.70) -0.001 (-0.64) 0.000 (0.03) -0.013 (-4.16) -0.012 (-2.64) -0.007 (-2.37) 0.024 (2.25) 0.025 (1.86) 0.019 (1.28)
Migration
Education®
University 0.003 (0.09) -0.006 (-0.18) -0.019 (-0.40) 0.043 (1.10) 0.082 (1.53) -0.019 (-0.51) 0.336 (3.14) 0.322 (2.56) 0.304 (1.59)
High School ~ -0.059 (-1.84) -0.051 (-1.34) -0.118 (-2.12)  -0.034 (-0.69) -0.008 (-0.12) -0.062 (-1.41)  0.152 (1.12) 0.195 (1.15) 0.168 (0.75)
LessThan10 0.058 (1.16) 0.030 (0.51) 0.101 (1.10) -0.109 (-1.57) -0.132 (-1.33) -0.114 (-2.54) -0.377 (-1.61) -0.337 (-1.21) -0.812 (-2.61)
Enrolled -0.161 (-4.47) -0.151 (-3.26) -0.186 (-3.32)  0.059 (1.12) 0.080 (1.07) 0.033 (0.65) -0.110 (-0.75) -0.001 (-0.01) -0.145 (-0.67)
English®
Well -0.063 (-1.70) -0.080 (-1.78) -0.012 (-0.19)  0.090 (1.84) 0.141 (2.10) 0.018 (0.40)  0.056 (0.37) 0.238 (1.39) -0.177 (-0.67)
Badly -0.294 (-6.86) -0.293 (-5.71) -0.291 (-3.80) 0.219 (3.10) 0.342 (3.87) -0.014 (-0.21) 0.344 (1.68) 0.626 (2.67) -0.198 (-0.53)
LM Experiencein Home County®
Prof. 0.272 (850) 0.213 (5.44) 0.397 (7.520 -0.011 (-0.21) -0.054 (-0.77) 0.033 (0.70)  -0.119 (-0.74) -0.202 (-1.11) 0.069 (0.22)
Skilled 0.222 (6.76) 0.177 (4.45) 0.326 (6.20) -0.062 (-1.26) -0.085 (-1.17) -0.006 (-0.12) -0.129 (-0.78) -0.200 (-1.09) 0.072 (0.23)
Unskilled 0.291 (4.01) 0.282 (3.25) 0.356 (2.52) -0.085 (-0.68) -0.121 (-0.74) -0.107 (-1.74)  -0.135 (-0.31) -0.133 (-0.26) -0.795 (-1.98)
TimeUnemp. 0.018 (2.98) 0.017 (2.36) 0.018 (1.95) 0.021 (2.71) 0.016 (1.60) 0.028 (3.79) 0.065 (2.85) 0.047 (1.89) 0.121 (3.18)

®Probit marginal effects are presented for participation and unemployment status. OL S coefficients are presented for time spent unemployed.

®The omitted categories are: Business Skills and Employer Nomination Scheme (BS/ENS) immigrants (visa category), trade and technical degrees (education),
native English speakers (English ability), and not employed (occupation in home country).
“Other variables in the regression include: marital status, a quadratic in age, dummy variables for the presence of children by age categories, state and territory
dummies, state- and gender-specific unemployment rates at the time of interview, and dummy variables for English proficiency group (see footnote Table 2).
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Table 4: Determinants of Labor Market Status and Unemployment Experience
LSIA Men by Cohort
(Probit Marginal Effects, OL S Coefficients, and Standard Errors)

Labor Market Participation®®

Unemployment Status™®

Weeks Unemployed Since Migration®©

Total Cohort 1 Cohort 2 Total Cohort 1 Cohort 2 Total Cohort 1 Cohott2
Cohort 2 0.007 (0.28) -0.024 (-0.52) -0.067 (-0.50)
PA Status 0.063 (2.30) 0.074 (2.21) 0.042 (0.95) 0.069 (2.00) 0.059 (1.20) 0.052 (159) 0.077 (0.62) -0.029 (-0.19) 0.171 (0.89)
Visa Status®
Family 0.043 (1.67) -0.003 (-0.10) 0.104 (3.01) 0.474 (8.42) 0551 (8.63) 0.355 (4.95) 1.665 (13.26) 1.696 (10.59) 1.492 (7.15)
SAL 0.077 (3.88) 0.034 (1.44) 0.125 (359) 0491 (9.11) 0572 (9.90) 0.308 (4.07) 1596 (17.59) 1.623 (15.56) 1.488 (8.30)
Independent 0.051 (2.02) 0.028 (1.02) 0.077 (1.77) 0.415 (7.94) 0568 (9.23) 0.130 (2.25) 1.503 (16.05) 1.742 (15.53) 1.026 (5.65)
Humanitarian -0.012 (-0.48) -0.011 (-0.37) -0.196 (-3.52) 0.743 (13.68) 0.748 (13.37) 0.764 (6.91) 2.691 (20.77) 2.784 (20.07) 2.121 (6.43)
Time Since 0.001 (1.01) 0.002 (1.36) 0.001 (0.33) -0.008 (-3.44) -0.008 (-2.83) -0.009 (-3.44) 0.046 (4.28) 0.046 (3.20) 0.030 (2.51)
Migration
Education®
University 0.052 (2.80) 0.053 (2.43) 0.023 (0.81) 0.089 (2.71) 0.136 (3.01) 0.005 (0.13) 0.232 (2.72) 0.239 (2.39) 0.203 (1.28)
High School ~ 0.023 (0.96) 0.054 (2.16) -0.095 (-2.14) 0.069 (1.64) 0.062 (1.16) 0.089 (1.79) 0.219 (1.76) 0.140 (0.96) 0.324 (1.44)
LessThan10 0.097 (4.42) 0.106 (4.15) 0.035 (0.83) 0.047 (0.78) 0.010 (0.15) 0.054 (0.53) 0.142 (0.67) -0.113 (-0.57) 0.904 (1.48)
Enrolled -0.324 (-9.55) -0.382 (-8.97) -0.217 (-4.74) 0.013 (0.33) 0.093 (1.72) -0.059 (-1.60) 0.101 (0.74) 0.357 (1.95) -0.120 (-0.63)
English®
Well -0.056 (-2.05) -0.065 (-1.99) -0.051 (-1.20) 0.047 (1.25) 0.092 (1.80) -0.009 (-0.24) 0.103 (1.01) 0.193 (1.46) -0.048 (-0.30)
Badly -0.230 (-6.43) -0.269 (-6.48) -0.148 (-2.46) 0.132 (2.45) 0.197 (2.93) -0.004 (-0.06) 0.682 (4.31) 0.702 (3.89) 0.589 (1.64)
LM Experiencein Home County®
Prof. -0.024 (-0.92) -0.020 (-0.66) -0.006 (-0.16) -0.056 (-1.22) -0.022 (-0.39) -0.144 (-2.34) 0.071 (0.54) 0.034 (0.26) 0.141 (0.50)
Skilled 0.035 (1.45) 0.043 (1.52) 0.001 (0.02) -0.015 (-0.33) 0.018 (0.32) -0.095 (-1.83) 0.040 (0.28) 0.018 (0.15) 0.078 (0.24)
Unskilled 0.045 (1.15) 0.047 (1.05) 0.036 (0.77) 0.078 (0.97) 0.197 (2.00) -0.114 (-3.11) 0.148 (0.62) 0.276 (1.14) -0.447 (-1.03)
TimeUnemp. 0.001 (0.35) 0.004 (1.09) 0.001 (0.26) -0.004 (-0.75) 0.001 (0.14) -0.012 (-1.76) 0.002 (0.11) 0.007 (0.39) 0.017 (0.47)

®Probit marginal effects are presented for participation and unemployment status. OL S coefficients are presented for time spent unemployed.
®The omitted categories are: Business Skills and Employer Nomination Scheme (BS/ENS) immigrants (visa category), trade and technical degrees (education),

native English speakers (English ability), and not employed (occupation in home country).

“Other variables in the regression include: marital status, a quadratic in age, dummy variables for the presence of children by age categories, state and territory
dummies, state- and gender-specific unemployment rates at the time of interview, and dummy variables for English proficiency group (see footnote Table 2).
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Table5: Decomposition of Cohort Gap in Labor Market Status and Unemployment

Labor Market Participation
Difference (Cohort 2 — Cohort1)
Characteristics
Returns
Approximation

Probability of Unemployment
Difference (Cohort 2 — Cohort 1)
Characteristics
Returns
Approximation

Months of Unemployment
Difference (Cohort 2 — Cohort 1)
Characteristics
Returns

Labor Market Participation
Difference (Cohort 2 — Cohort1)
Characteristics
Returns
Approximation

Probability of Unemployment
Difference (Cohort 2 — Cohort 1)
Characteristics
Returns
Approximation

Months of Unemployment
Difference (Cohort 2 — Cohort 1)
Characteristics
Returns

Experience
Women
Decomposition 1 Decomposition 2
L evel Per cent Level Percent
0.052 0.052
0.039 0.754 0.058 1.118
0.013 0.243 -0.006 -0.121
0.000 0.003 0.000 0.003
100.0 100.0
Leve Per cent Levd Percent
-0.257 -0.257
-0.150 0.582 -0.117 0.454
-0.126 0.491 -0.159 0.619
0.019 -0.073 0.019 -0.073
100.0 100.0
L evel Per cent Level Percent
-0.641 -0.641
-0.625 0.975 -0.349 0.456
-0.016 0.025 -0.292 0.544
100.0 100.0
Men

Decomposition 1

Decomposition 2

L evel Per cent
0.006
-0.010 -1.855
0.016 2.857
0.000 -0.002
100.0
L evel Per cent
-0.197
-0.125 0.638
-0.085 0.430
0.013 -0.068
100.0
Level Per cent
-0.689
-0.637 0.924
-0.052 0.076

100.0

Level Percent
0.006
-0.047 -8.489
0.052 9.491
0.000 -0.002
100.0
Level Percent
-0.197
-0.252 1.283
0.042 -0.215
0.013  -0.068
100.0
Levd Percent
-0.689
-0.385  0.558
-0.304 0442
100.0
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