
No. 29, April 2012 www.irpp.org

IRPP
Study

Ideas
Analysis
Debate
Since 1972

Canada needs a balanced approach to immigration that addresses both short-
and long-term labour market and other goals, and focuses on highly skilled
immigration.

Le Canada doit définir en matière d'immigration une approche équilibrée
englobant des objectifs à court et à long terme centrés sur le marché du travail
et privilégiant les immigrants hautement qualifiés. 

Making It in Canada
Immigration Outcomes and Policies

Garnett Picot and Arthur Sweetman



Contents

Summary 1

Résumé 2

Economic Issues Potentially Driving Change in the Immigration System 4

Recent Changes to the Immigration System 19

Policy Responses to Changing Outcomes 21

Proposed Actions 24

Appendix A: The Immigration System 30

Appendix B: Economic Integration of Immigrants 34

Acknowlegements 39

Notes 39

References 41

Other Related IRPP Publications 44

About This Study 45

The opinions expressed in this paper are those of the authors and do not necessarily reflect the views of the
IRPP or its Board of Directors.

IRPP Study is a refereed monographic series that is published irregularly throughout the year. Each study is
subject to rigorous internal and external peer review for academic soundness and policy relevance.

IRPP Study replaces IRPP Choices and IRPP Policy Matters. All IRPP publications are available for download at
irpp.org.

If you have questions about our publications, please contact irpp@irpp.org. If you would like to subscribe to our
newsletter, Thinking Ahead, please go to our Web site, at irpp.org.

ISSN 1920-9436 (Online) ISSN 1920-9428 (Print)
ISBN 978-0-88645-276-6 (Online) ISBN 978-0-88645-275-9 (Print)



IRPP Study, no. 29, April 2012 1

Summary

Over the past three decades the labour market outcomes of immigrants to Canada have

declined. Many recent arrivals have had difficulty finding employment, and earnings have

gone down, particularly among men. Research has shown that there is no single explanation

for this decline, pointing instead to a number of factors such as a shift in source countries,

weak language skills, low economic recognition of foreign work experience and the high-tech

bust of the early 2000s. In response, the Canadian government has significantly altered the

country’s immigration policy. Although labour market outcomes have improved somewhat

since the reform, the overall trend has not been reversed. Garnett Picot and Arthur Sweetman

review the existing research, discuss recent changes to immigration policy and programs, and

present a number of policy recommendations to address these challenges. 

Immigration has always attempted to fulfill multiple short-term and long-term economic

goals. The 2002 reform of the selection of immigrants under the Federal Skilled Worker

Program strengthened language and education requirements, reflecting a focus on the longer-

term potential of newcomers’ human capital. More recent policy changes — greater use of the

Temporary Foreign Worker Program, the Provincial Nominee Program and ministerial instruc-

tions — have shifted the focus toward the short term, responding to pressures to fill occupa-

tional and skill shortages. The 2002 reform led to some improvements in immigrants’

economic outcomes, and through the Provincial Nominee Program the number settling out-

side Canada’s three major cities increased. It is still too early, however, to assess the long-term

effects of more recent policy changes. The authors therefore conclude that it will be important

to evaluate their impact in order to avoid unintended results.

While working to meet short-run goals, policy-makers must also consider the long-run eco-

nomic outcomes of immigrants and their children and the broad impact of immigration on

standards of living. In contrast to adult immigrants, child immigrants and the second genera-

tion (those born in Canada) generally have quite positive educational and economic out-

comes, with one significant exception: earnings of second-generation members of

visible-minority groups are lower than might be expected in light of their high average educa-

tional levels. Unfortunately, further discussion is curtailed by the lack of research into some

economic issues, notably the impact of new immigration on the economic well-being of

Canadians. 

The authors recommend several reforms to immigration policy, including reducing immigrant

inflows during recessions, selecting younger immigrants, continuing to emphasize language

skills, placing employer-sponsored immigration within the context of the longer-term goals,

maintaining the focus on highly skilled immigrants (those in the skilled trades as well as col-

lege and university graduates) and supporting continued economic success among the chil-

dren of immigrants. 
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Résumé 

La situation des immigrants sur le marché du travail canadien s’est détériorée depuis 30 ans.

Beaucoup de nouveaux arrivants trouvent difficilement un emploi, et leurs revenus sont à la

baisse, surtout chez les hommes. Selon les recherches, ce recul s’explique par plusieurs

facteurs : les nouveaux pays d’origine des immigrants, de faibles compétences linguistiques, la

reconnaissance insuffisante de l’expérience de travail à l’étranger ainsi que l’éclatement de la

bulle technologique au début des années 2000. Le gouvernement canadien a réagi en modi -

fiant sensiblement sa politique d’immigration, ce qui a quelque peu redressé la situation sans

toutefois inverser la tendance générale. Dans cette étude, Garnett Picot et Arthur Sweetman

font le point sur les recherches existantes, analysent les modifications apportées à la politique

et aux programmes d’immigration, puis formulent des recommandations. 

Depuis toujours, l’immigration a été vue comme un moyen d’atteindre différents objectifs

économiques à court et à long terme. En 2002, la réforme du processus de sélection menée en

vertu du Programme fédéral des travailleurs qualifiés a renforcé les exigences linguistiques et

de scolarité, privilégiant ainsi les capacités et les compétences à long terme des nouveaux

arrivants. Lors de récents changements de politiques, dont témoignent le recours accru au

Programme des travailleurs étrangers temporaires, le Programme des candidats des provinces

et certaines instructions ministérielles, on a mis le cap sur les objectifs à court terme, surtout

pour faire face à la pénurie de main-d’œuvre et de travailleurs qualifiés. La réforme de 2002 a

légèrement amélioré la situation économique des immigrants, et le Programme des candidats

des provinces a favorisé l’établissement d’un plus grand nombre d’entre eux hors des trois pre-

mières villes du pays. Il est cependant trop tôt pour mesurer les effets durables de cette réo -

rientation. Ainsi, les auteurs jugent indispensable d’en faire l’évaluation continue afin d’éviter

des conséquences non souhaitées.

Tout en visant des objectifs à court terme, les décideurs doivent prendre en compte les per-

spectives économiques à long terme des immigrants et de leurs enfants ainsi que l’incidence

globale de l’immigration sur le niveau de vie canadien. Contrairement aux immigrants

adultes, les immigrants enfants et de deuxième génération (nés au Canada) affichent générale-

ment des résultats économiques et scolaires plutôt favorables, à une exception près : compte

tenu de leur scolarité de niveau moyen élevé, les revenus des membres des minorités visibles

de deuxième génération sont inférieurs à ceux auxquels on devrait s’attendre. Il existe mal-

heureusement trop peu d’études pour alimenter le débat sur certains enjeux économiques,

notamment l’incidence de l’immigration récente sur le bien-être économique des Canadiens. 

C’est dans ce contexte que les auteurs proposent les réformes suivantes : réduire l’immigration

en période de récession, sélectionner des immigrants plus jeunes, maintenir l’accent sur les

compétences linguistiques, inscrire l’immigration parrainée par les employeurs dans le cadre

d’objectifs à long terme, continuer de privilégier les immigrants hautement qualifiés (à la fois

ceux qui possèdent un métier spécialisé que ceux qui ont un diplôme d’études collégiales ou

universitaires) et soutenir la réussite économique des enfants d’immigrants. 
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C anada’s immigration system has undergone significant change over the past decade, and

that change is continuing at a rapid pace. Traditionally, there have been three main cate-

gories of immigration. Most economic class immigrants have entered through the Federal Skilled

Worker Program (FSWP) and its Quebec counterpart; they have been selected under a points sys-

tem that stresses educational attainment, English and French language skills, and work experi-

ence.1 In addition, there have always been some smaller programs under which economic

immigrants have entered. Family class is the second category, including spouses or partners, chil-

dren, parents and grandparents. A smaller share of immigrants enter as refugees, the third main

group. The selection criteria for all these categories are well documented and transparent. 

More recently, the number of paths for immigration, particularly economic immigration, has

increased. In particular, the increasing scope of the Provincial Nominee Program (PNP) and its

growing share of new immigrants have made the system more complex and the selection cri-

teria less easily understood. Also, an even newer program, the Canadian Experience Class

(CEC), is just coming into its own. The FSWP remains a mainstay of economic immigration

and was even bumped up in 2010, but its share of the economic class will likely reduce over

time to make way for the two newer immigration streams. These three programs are likely to

be the main pillars of economic immigration in the future. 

Another major change relates to temporary workers, who constitute a rising share of all immi-

gration. The pressure to bring in more temporary workers in response to labour shortages in

selected regions and occupations is likely to increase once recovery from the 2008-09 reces-

sion is well underway. 

While social, political and humanitarian motives are important drivers of immigration policy

development, this study focuses on the economic factors stimulating change in the system.

Research over the past quarter century has documented both positive and negative outcomes

for new immigrants’ economic integration, and we base our commentary on that research as

much as possible. However, there is little Canadian research regarding the economic impacts

of immigration on the economy, which limits informed discussion of this aspect of the issue. 

The study begins by outlining eight major economics-related issues that have been or, we

believe, should be motivating policy direction. Notable among these is the economic integra-

tion of immigrants and of their children. Then the study reviews and evaluates recent changes

to the immigration system. The final section makes a number of recommendations for

improvements to this multilayered and vital system.

A detailed description of the present system, including an outline of the programs included in

both the temporary and permanent components of the immigration system, is provided in
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appendix A. Appendix B examines in depth the decline in employment and earnings and the

rise in unemployment and poverty among immigrants.

Economic Issues Potentially Driving Change in the Immigration
System

A number of economic issues, listed below, either are driving the recent changes in the

immigration system or, in our view, should be driving further change. Social and politi-

cal concerns must also be considered in any system revision, but this study focuses on eight

economic issues. We elaborate on these eight points in the remainder of the study, outlining

recent research, and we conclude by presenting a number of suggestions for change.

➤ Deterioration in economic outcomes of new immigrants

This concern has been with us since the early 1990s, and is likely the major (economic)

driver of change to the system since that time.

➤ Occupational and labour shortages

Responding to short-term occupational shortages became a prominent issue in the early

and mid-2000s, largely in response to the expansion in the petroleum and mining-based

industries driven by rising commodity prices. Longer-term labour shortages are thought by

some to be a major upcoming issue, driven by the aging of the workforce, related retire-

ments and other issues related to the demographics of the baby boom.2

➤ Immigration levels and the business cycle

Prior to the 1990s, governments had a procyclical immigration policy. That is, immigration

levels were reduced in recessions when labour demand fell, and increased during economic

expansions when it rose. Since the early 1990s the Canadian government has moved away

from this policy, not reducing and at times expanding immigration levels in recessions.

Numerous economists (for example, Abbott and Beach 2011) have called for a return to the

procyclical policy since the labour market outcomes of those who arrived in the recession

of the early 1990s were quite poor. The question is not about the total number of immi-

grants admitted over a number of years, but about the distribution of arrivals across the

business cycle. More subtly, it also involves the structure of immigration across the busi-

ness cycle. Economic class immigrants tend to be more sensitive to economic conditions

(for instance, they are more likely to leave Canada if they arrived during a recession than

during a boom) than are family class immigrants.

➤ Regional distribution of immigrant settlement 

The concern with the concentration of immigration in Canada’s three major cities has

been with us for many years. The desire for a greater regional distribution of immigrants is

related to the first two issues in this list. Smaller communities argue that they need immi-

gration for economic growth and to respond to shortages, and there is also a belief in some

quarters that immigrants’ economic outcomes would improve if this occurred.
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➤ Economic outcomes of the children of immigrants

This is an issue that rarely makes a list of drivers of change in immigration policy.

However, we feel that it is one of the most important concerns to keep in mind when pro-

posing or evaluating any change to the immigration system. Such longer-run outcomes

should be of primary interest, since they likely affect the social and economic life of the

nation more than do the first four issues, which are short-run concerns.

➤ Application backlog

This is not primarily an economic issue, although it has economic implications. In particu-

lar, it is difficult for the system to respond to short-term needs given extended processing

times. This is a prominent concern to which the government is responding.

➤ Immigration levels

Informed discussions of immigration levels and their implications for future policy direc-

tions are rare in Canada. What role, if any, did immigration levels play in the deterioration

of immigrant outcomes? What levels are required to achieve the other economic goals out-

lined here? Part of the problem is the lack of research on which to base any such discussion. 

➤ Impact of Immigration on the Economic Well-Being of Canadians 

Closely related to the issue of immigration levels is the key economic goal of increasing the

standard of living of all Canadians. This goal, which is given prominence in the

Immigration and Refugee Protection Act (IRPA), has not received a lot of attention in Canada.

This is likely because, perhaps surprisingly and in contrast to research in most other devel-

oped countries, relatively little research has been done in Canada on the economic impact

of immigration. Some of the economic goals listed above are intended to, in the end,

improve living standards for all Canadians, but little is known about their direct effect and

overall impact in this area.

Deterioration in economic outcomes of new immigrants
In many immigrant-receiving countries, the labour market outcomes of all categories of new

immigrants have declined appreciably. Canada is no exception. This is probably one of

Canada’s major social policy conundrums, and it has occurred in spite of rapidly rising educa-

tional attainment among new immigrants.3

There is a large body of evidence examining how immigrants are integrating economically

(see Aydemir and Skuterud 2005; Frenette and Morissette 2005; Green and Worswick 2010;

Picot 2008; Sweetman 2010; Sweetman and Warman 2008). The research shows substantial

deterioration since the late 1970s. Details on the decline in employment and earnings and the

rise in unemployment and poverty, relative to the Canadian-born population, are provided in

appendix B. The key points can be summarized as follows:

➤ Generally speaking, economic outcomes deteriorated among cohorts entering in the 1980s

and early 1990s, improved somewhat in the boom of the late 1990s but deteriorated again
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in the early 2000s. During the recessionary period of 2008-09, recent immigrants (those

who had entered within the previous five years) again saw their economic position deterio-

rate relative to that of the Canadian-born.

➤ This deterioration is more evident in annual earnings than in employment rates.

Immigrants, particularly men, do not suffer as much from the inability to be employed as

from low earnings. More importantly, employment rates among male immigrants catch up

to those of the Canadian-born after five years in the country. Women’s employment rates

do not fare quite as well as men’s, but the gap is not as large for earnings among employed

women. 

➤ Earnings have fallen significantly, relative to those of the Canadian-born, for successive

cohorts of entering immigrants. This gap is observed both in the raw data and after statisti-

cally adjusting for differences in characteristics such as education and age. In fact, adjust-

ing for characteristics makes the magnitude of the decline appear larger. Data from the

2006 census suggest that during their first few years in the country, immigrants are earning

perhaps 60 to 70 percent as much as the Canadian-born, whereas in the late 1970s the pro-

portion was in the 85 to 90 percent range.

➤ Poverty among immigrants has closely tracked earnings trends, since earnings are the most

significant component of family income, which is used to calculate low-income rates (see

for example Picot, Hou, and Coulombe 2009). Relative (to the Canadian-born) and

absolute low-income rates rose dramatically among immigrants from 1980 to 2005 (Picot,

Lu, and Hou 2009). For example, in 1980 the low-income rate among recent immigrants

(those in Canada for five years or less) was 1.4 times that of the Canadian-born; by 2005 it

was 2.5 times as high.

➤ It is important to note that there were periods of improvement in immigrants’ economic

outcomes: most notably during the late 1990s and, for those who entered under the FSWP,

during the mid-2000s. These improvements appear to have been driven by changes in

immigrant selection policy as well as the business cycle. 

➤ During the 1990s, increasing numbers of immigrants entered in the economic class, and

the family class declined from its 1992 peak. Related to this, and as noted earlier, the edu-

cational attainment of entering immigrants rose dramatically over the 1990s (see Picot and

Hou 2010). 

➤ During the mid-2000s the earnings of those entering under the FSWP improved significant-

ly as the IRPA and the associated changes in the points system were phased in after 2002.

Notably, higher language and education requirements resulted in rising earnings (CIC

2010). 

In order to explain the deterioration in immigrants’ economic outcomes, it is necessary to

diagnose the problem. Many Canadian researchers have looked at the decline in relative entry

earnings of successive cohorts of immigrants.4 This decline is the cumulative effect of a num-

ber of factors (see Aydemir and Skuterud 2005; Green and Worswick 2010; Picot and Hou

2010; for reviews, see Picot and Sweetman 2005, Reitz 2007, and Picot 2008). We will consider

these factors in mostly chronological order. 
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First, during the early stages of the decline in the 1970s and 1980s, changing source countries

played a major role. Fewer immigrants were coming from the traditional source regions,

notably Western Europe and the United States, and more from Asian, African and Caribbean

countries. A bundle of factors that are difficult to disentangle follow from this shift, including

differences in language skills, ethnic or racial discrimination, cultural differences, and the

quality and Canadian labour market relevance of education. 

A second reason for the decline is the significant fall in the economic rate of return to pre-

immigration labour market experience. The fall occurred mainly during the 1980s and 1990s,

but the return continues to be low. In the 1970s persons who immigrated with, for instance,

20 years of labour market experience were remunerated for this experience, as were the

Canadian-born. However, the labour market now treats most new immigrants like new

entrants no matter how much foreign work experience they have. With the exception of men

from traditional source countries — who have also faced a decline in the return to pre -

immigration experience but on average still receive at least some return — the labour market

does not, on average, financially reward such experience at all. Of course, the quantity of

preimmigration experience a person has and that person’s age at immigration are closely relat-

ed concepts. An alternative interpretation of this shift is that, looking at those who arrive as

adults and holding education constant, older immigrants used to receive a premium relative

to the younger ones and that premium has disappeared (see Schaafsma and Sweetman 2001).

Part of this change may be related to baby boom demographics.

Third, and related to the second phenomenon, all new cohorts of labour market entrants,

both Canadian-born and foreign-born, have seen a decline in their inflation-adjusted earnings

at entry into the labour market, with most of this change happening in the early 1980s. This

decline coincided with an increase in labour supply because of the baby boom’s demographics

and the recession. Men were more affected than women. 

Fourth, after 2000 there was a crash in information technology industries in North America

and parts of Europe. A historically high number of entering immigrants were concentrated in

computer science and engineering disciplines during the late 1990s and early 2000s as immi-

gration responded — or overresponded — to the need for more workers during the high-tech

boom of the late 1990s. During the IT bust of the early 2000s, these immigrants were particu-

larly hard hit. Moreover, immigrants tend to have less seniority and therefore experience more

negative consequences in sector-specific downturns. This is an example of the conflict between

the frequently short-term nature of employers’ labour demands, which stimulate the immigra-

tion of an extremely large number of workers in a narrow field, and long-term national or

 governmental responsibilities, which continue with respect to those workers (who also have

important identities as permanent residents and citizens) after some of the jobs that stimulat-

ed the immigration demand no longer exist. 

Perhaps most important for current policy is a fifth factor, language skills, which appear to

have a direct effect on labour market outcomes as well as influencing the rate of return to

formal education. Immigrants with good language skills in English or French can much



IRPP Study, no. 29, April 20128

Making It in Canada: Immigration Outcomes and Policies

more easily convert their education to earnings than those without such skills. Recent

research (Bonikowska, Green, and Riddell 2009; Ferrer, Green, and Riddell 2006) has shown

that the rate of return to English and French language skills is very similar for immigrants

and the Canadian-born. Also, when language skills in English or French are accounted for,

immigrants and the Canadian-born have statistically indistinguishable rates of return to

education. Differences in language skills explain a considerable portion of the earnings gap

between immigrants and the Canadian-born. Goldmann, Sweetman and Warman (2011)

find that language ability affects the return to educational credentials, with language ability

being particularly important for those with higher levels of education.5 Overall, language

skills appear to have significant direct and indirect influences on labour market success and

are key to positive outcomes.

Much popular discussion suggests that a sixth reason for declining economic outcomes is

the difficulty immigrants face in having academic credentials recognized or in upgrading

degrees that are not equivalent to Canadian ones. Many federal and provincial government

programs for new immigrants address these issues. However, the empirical data suggest that

there has been only a modest change in the rate of return to foreign credentials in Canada

(for example, Ferrer and Riddell 2008), although there are special issues around the IT col-

lapse in the early 2000s, when the rate of return to higher education fell for many immi-

grants (Picot and Hou 2009). In general, immigrants do receive a somewhat lower rate of

return to pre-immigration education, but this has always been the case and is not a signifi-

cant source of the decline in labour market outcomes. Furthermore, credential recognition

difficulties usually occur in the professions, such as medicine, accounting or engineering.

These occupations account for a relatively small share of all immigrants to Canada. Even if

credentialing problems disappeared, concerns with low earnings among immigrants would

remain. Nevertheless, credential recognition and skill upgrading are real issues for particular

groups of immigrants, and this is an appropriate policy lever to pull to improve outcomes

even if it did not cause the decline. 

Given this body of research, Canadian policy-makers and stakeholders have put considerable

effort into improving labour market outcomes for immigrants. They have modified selection

rules, strengthened language tests, introduced new programs such as the CEC, increased the

share of immigrants in the economic class and bolstered settlement programs. While these

changes have resulted in some successes, there has not yet been a marked improvement in

outcomes, although it seems likely that current aggregate outcomes would have been even

poorer without them. Looking forward, with the IT bust and the 2008-09 recession having

passed, it is possible that immigrants’ economic outcomes will improve during the next busi-

ness cycle upswing. However, an upturn may be delayed, just as it was after the recession of

the early 1990s when, as in the most recent recession, the immigration rate was kept high by

historical standards. The increasing size of the PNP also adds uncertainty, since the implica-

tions of this program for longer-term economic outcomes are currently unknown. The pro-

gram appears to improve short-term outcomes in particular, since many immigrants have

work when they arrive because they are sponsored by employers, but it is too early to assess

longer-run effects.
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Occupational and labour shortages
The proverbial “economic pie” for all Canadians grows when new immigrants complement

the existing population. That is, they should “fill holes” in the Canadian labour market. One

of the most often-stated economic goals of permanent immigration is to fill occupational gaps

or skill shortages. Such gaps can be short-term or longer-term. Frequently the gaps are short-

term, associated with (local) business cycle peaks. This was the case with the demand for IT

professionals during the late 1990s IT boom and for workers in Alberta during the petroleum

boom of the early 2000s. 

Unfortunately, the immigration system can have difficulty responding to such gaps for a number

of reasons. Obtaining reliable information on the magnitude of occupational imbalances, in

either the short term or the longer term, is difficult. Occupational forecasting systems can provide

broad guidelines regarding shortages but cannot, generally speaking, accurately forecast future

demand for specific occupations (Freeman 2006). Information from observers on the ground

(employers and local economists) can assist with very short-run demand, but such demand can

change quickly with the business cycle; boom and bust periods are associated with commodity-

based industries in particular, where many of the shortages appear. Furthermore, neither forecast-

ing nor the “local informants” approach is capable of accounting for other labour market

adjustments that tend to reduce shortages, such as capital investments, occupational wage

increases, worker mobility, occupational mobility and training that allows existing workers to

move into the shortage occupations. Fundamentally, there is a misalignment between the respon-

sibilities of business and government. While firms can lay workers off at the end of a boom or

abandon their obligations as they go into bankruptcy, the nation cannot “lay off” new citizens.

The planning horizons and risk profiles of business and government differ dramatically. 

Given the transitory nature of many occupational shortages and the long process of admitting

immigrants to Canada, federal and provincial governments have difficulty using immigration

to meet occupational targets. Therefore, occupational points were removed from the FSWP

points system with the introduction of the IRPA in the early 2000s. Some policy-makers

believe that provincial governments, being closer to local needs, are better positioned to use

occupational targeting. But Carter, Pandey and Townsend (2010) indicate that Manitoba’s

Provincial Nominee Program, after initially attempting to target occupational shortages,

quickly moved away from doing so given their rapidly fluctuating nature. 

Nonetheless, some recent initiatives have addressed occupational shortages. Ministerial

instructions introduced in 2008 have recently restricted eligibility for economic class immigra-

tion to certain occupations.6 The PNP allows employers with skill shortages to sponsor specific

immigrants. Processing speed clearly matters, but even if the PNP and the ministerial instruc-

tions are successful in meeting short-term labour market needs (a major benefit), they do not

address the fundamental misalignment between the (frequently) short-term employment rela-

tionship and the lifetime nature of permanent residency or citizenship.

Another innovation that may alleviate occupational shortages is the CEC, introduced in 2009.

Its key objective is to facilitate and encourage the permanent immigration of temporary
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 foreign workers and international students. It is not yet known how the flow of temporary

foreign workers will evolve as a result of the incentives built into the CEC, and which groups

of workers will elect to immigrate, but this is clearly a renewed effort by the government to

identify workers who can fill gaps in the current labour market.

More broadly, some economists argue that immigration policy should not attempt to respond

to skill shortages at all (Freeman 2006; Green and Green 1999). Rather, they say, rising wages

associated with gaps in the workforce will result in productivity gains from capital investment,

more workers moving to regions where they are needed and the reversal of the decades-long

slide in the relative wages of less-skilled Canadian workers. 

Like most immigrant-receiving countries, Canada has struggled with filling occupational

shortages through immigration. The move away from this practice with IRPA a decade ago

indicated a lack of faith in occupational projections. More recently some of the ministerial ini-

tiatives and the introduction of the CEC suggest a return to this general idea, but the CEC uses

a different approach to implementation that relies on on-the-ground information and

addresses short-run shortages. (A more detailed analysis of immigration policy and labour

shortages can be found in Ferrer, Picot, and Riddell 2011.) 

Immigration levels and the business cycle
A distinct but related way to maximize the complementarity between new immigration and

the Canadian workforce is to time immigration flows to correspond to stages of the business

cycle. While such an approach necessarily entails lags, it was used in Canada from the time

immigration was reopened following the Second World War until 1990 (with exceptions such

as the 1956 Hungarian refugee movement). The idea is to cut back on immigration at points

in the business cycle when new immigrants would likely replace rather than complement

domestic labour, and to increase immigration when shortages constraining maximum output

were more likely. A change in philosophy brought this practice to an end in the early 1990s as

the focus turned to long-term economic goals: it was believed that even immigrants entering

in recessions would ultimately achieve acceptable economic outcomes and contribute to the

Canadian economy. The recession of the early 1990s was the first during which the immigra-

tion rate went up simultaneously with the unemployment rate. New immigrants in that peri-

od initially had a very difficult time in the labour market. The immigration rate was also

maintained during the most recent recession, and even increased in 2010, with the result

shown in table B3: during 2008-09, when immigration levels were maintained at a relatively

high level by historical standards, economic outcomes (employment and unemployment)

among recently entered immigrants deteriorated much more than did those of Canadian-born

workers, even after accounting for differences in characteristics that affect such outcomes.

Similarly, but at the level of a sector rather than the whole economy, the IT boom and bust of

the late 1990s and early 2000s was also a good example of a cycle when immigration was not

reduced as the demand for skills deteriorated. The number of engineers and IT professionals

entering Canada rose dramatically in response to the late 1990s boom, but with the bust in

the early 2000s these workers saw their earnings drop precipitously (Picot and Hou 2009); the
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situation was compounded by the large numbers of IT professionals continuing to arrive.

More generally, Aydemir and Robinson (2008) show that return and onward migration (that

is, the emigration of recent immigrants) has a cyclical pattern, with immigrants who land in

relatively strong labour markets being more likely to stay. Also, Beach, Green and Worswick

(2011) point out that a stronger labour market is associated with higher skill levels among

new immigrants. It is worth noting that those most affected by the arrival of new immigrants

are the workers already in Canada who are most similar to the new arrivals — those who are

substitutes rather than complements in the labour market — and these tend to be the immi-

grants who arrived just a bit earlier. 

Regional distribution of immigrant settlement 
An IRPP study by Carter, Pandey and Townsend (2010) on the Manitoba PNP, which was

designed in part to increase the share of immigrants settling in Manitoba, suggests that it did

achieve this goal. The immigration rate in Manitoba rose from 2.6 immigrants per 1,000 popula-

tion before the program to 9.3 by 2008. The short-term retention rate in the province also rose. 

During the 1980s, 1990s and 2000s, the vast majority of entering immigrants settled in

Toronto, Vancouver or Montreal. For example, 77 percent of immigrants entering Canada in

2001 moved to one of these cities. This share declined to 72 percent in 2005 and further to 63

percent in 2010. This decline is related to the implementation of the PNP (CIC 2012). There are

of course numerous reasons why immigrants move to the largest cities. Labour market informa-

tion is key; job growth has been higher in the larger cities than in the rest of the country; and

wages tend to be higher in these cities (although so is the cost of living). Once started, these

immigration patterns became self-perpetuating: a network of kin and friends attracts more new-

comers because of the social and economic support that it provides. Interestingly, Hou (2007)

concludes that it is not the overall size of the immigrant community in a city that serves as the

major draw for new immigrants, but rather whether they have friends or family in the commu-

nity. This distinction is important for the discussion at hand, since it means that smaller

 communities can build on family and friendship ties to attract and retain new immigrants. 

Before the PNP was established, smaller communities and provinces argued that the concen-

tration of immigrants in the big three cities impaired their own economic growth and con-

tributed to their falling share of the population. They sought a larger share of entering

immigrants in the belief that immigration contributes to rising living standards, is needed to

fill occupational shortages and is becoming the major source of population growth. 

There was also concern in some quarters that the infrastructure required to socially, economi-

cally and educationally integrate immigrants and their families was under considerable strain

in the larger cities, and a belief that some dispersion of immigrants would improve integra-

tion. In particular, the deterioration in economic outcomes might be arrested by settling more

immigrants in smaller cities and communities, where the labour supply has not increased to

the same extent and competition for jobs is less. But Warman and Worswick (2004) found that

there is little difference among the eight largest cities in the earnings of entering immigrants

relative to the Canadian-born and in the relative earnings trajectory of immigrants over time.
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They also found little evidence that economic assimilation or integration is superior in the

smaller census metropolitan areas compared with the three largest cities. They do find that

relative economic outcomes of entering immigrants tended to be better in rural areas than in

urban areas.7

Bernard (2008) accounts for differences in characteristics and similarly concludes that, relative

to the earnings of the Canadian-born, wages of immigrants are superior in rural and smaller

communities compared with the three large urban areas. However, this finding has more to do

with the wages of the Canadian-born than with those of immigrants. Workers in smaller and

rural areas earn considerably less, on average, than those in large cities. The gap in wages

between immigrants and the Canadian-born in rural and smaller communities is explained to

a large extent by the lower wages of the Canadian-born in these communities, not by the

higher wages of immigrants. Plausibly, smaller communities are more affected by secondary

domestic migration following job loss. Immigrants in rural areas may be more likely to depart

following job loss, whereas locally born residents are more likely to stay. These questions

remain open.

Economic outcomes of the children of immigrants
The educational and economic outcomes of the children of immigrants (the second generation)

are rarely mentioned as issues to which immigration policy should respond, but we feel that

their success or failure is one of the most important concerns.8 As many European nations have

learned, much to their chagrin, ignoring the effect of immigration policy on the outcomes of

the second generation can have undesirable long-term impacts (see Heath, Rothon, and

Kilpi 2008 for a review). In the United States, second-generation outcomes are generally

favourable by international standards, but that country is also likely facing declining education-

al and labour market outcomes among its second-generation immigrants. The role of low-skilled

illegal migrants is also an important issue in the US context since these relatively numerous resi-

dents have less education and their children may have more limited educational opportunities

(see Picot and Hou 2010 and Aydemir and Sweetman 2008 for Canada-US comparisons).

Canada has been fortunate to have experienced very positive educational and economic out-

comes among the children of immigrants — among the best in the Western world. While fea-

tures of Canada’s educational system and the social and policy context within which

second-generation integration takes place have contributed to this success, so too have the

characteristics of immigrants entering Canada as determined by immigration policy, especially

immigrant parents’ educational attainment, residential location of immigrant families, source

region and immigrant families’ aspirations for educational attainment. Research has found

that these characteristics are important explanations of why the children of immigrants suc-

ceed, at least in educational attainment, more than the children of the Canadian-born (for lit-

erature reviews see Picot and Hou 2010, and Picot and Hou forthcoming). 

Since it takes some time for children to enter the labour market, the research summarized

below covers the children of immigrants who entered Canada mainly before the 1980s. Later

arrivals have experienced falling economic outcomes, and there is some concern that outcomes
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for their children are in jeopardy. However, we believe that, if anything, second-generation

outcomes in Canada will improve, not deteriorate, in comparison with those of the third-plus

generation (that is, Canadians whose parents or earlier ancestors were born here). 

Educational outcomes
Second-generation Canadians have a significantly higher level of educational attainment than

third-plus-generation Canadians. According to the 2006 census, 36 percent of the children of

immigrants aged 25 to 34 held degrees, compared with 24 percent of the third-plus generation.

Furthermore, children with two immigrant parents have more education than those with only

one immigrant parent (Hum and Simpson 2007; Aydemir and Sweetman 2008). This higher

achievement level is most noticeable among second-generation members of visible-minority

groups (Boyd 2002; Aydemir and Sweetman 2008). There is significant variation among nation-

alities, with the Chinese, Indian and African second generations registering the highest educa-

tional attainment (table 1; Abada, Hou, and Ram 2008). However, very few nationalities among

second-generation Canadians register lower educational levels than the third-plus generation, at

least when measured by the share of children who attend university. A smaller share of children

in the second generation than in the third-plus generation attend colleges, but overall, a higher

share acquire some form of post-secondary education. As compared with the third-plus genera-

tion, the focus of the second generation is on university rather than college and the trades. 

Recent research has revealed a number of reasons why the second generation is better educat-

ed than the third-plus generation. Immigrants to Canada are more highly educated than the

population as a whole. Early research sug-

gested that this higher education among

immigrant parents accounted for about half

of the second generation’s educational edge

over the third-plus generation (Boyd 2002;

Aydemir and Sweetman 2008). More recent

research suggests that higher parental edu-

cation may work through other variables,

such as higher aspirations for educational

attainment, and that once one controls for

such aspirations, the effect of parental edu-

cation is much reduced (Childs, Finnie, and

Mueller 2010; Picot and Hou, forthcoming;

Finnie and Mueller 2010). Location of resi-

dence is important, as the second genera-

tion lives disproportionately in large urban

areas, where educational attainment is

higher. “Ethnic capital” (the tendency of

young members of an ethnic group to have

advantages associated with more highly

educated role models in the group, more

group economic resources and useful

Table 1: Proportion of second generation1 who have a 
university degree, by source region of immigrant parents 

Second generation 
with a university 

degree

Africa 50.1
Caribbean 27.8
Latin America 23.3
China 62.4
Philippines 33.0
India 50.1
West Asia, Middle East 41.1
Other Asia 44.8
United States 35.1
United Kingdom 33.3
Germany 33.0
Italy 31.4
Portugal 17.4
Netherlands 30.0
Other Northern and Western Europe 36.8
Eastern Europe 41.1
Other Europe 34.5
Other countries 33.0
Children of Canadian-born parents 23.8

Source: Calculations by the authors based on data from Abada, Hou, and Ram
(2008) and Statistics Canada, 2006 Census.
Note: Totals may not add up to 100 because of rounding.
1 Aged 25 to 34.
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 networks) plays a role, accounting for perhaps one-quarter of the gap (Abada, Hou, and Ram

2008). Even second-generation students who performed relatively poorly in secondary school

are highly likely to continue to the post-secondary level, usually university (Picot and Hou,

forthcoming). This pattern is particularly evident among Asian-background families. 

Nevertheless, much of the educational attainment gap persists even after one has adjusted the

data for all of these effects. This points to some unmeasured factor, perhaps cultural, driving

second-generation educational attainment, especially among those with Chinese and Indian

immigrant parents, two of the larger immigrant groups in Canada in recent decades.

Aydemir, Chen and Corak (2009) find that immigrant family income has little to do with the

educational attainment of second-generation children. This is important, as there is some con-

cern that the decline in earnings among immigrant families entering Canada since the 1980s

might harm the educational attainment of their children in the future. However, since par-

ents’ education is a stronger predictor of the educational attainment of their children than is

income, and since the educational attainment of immigrants has risen dramatically since the

1980s, it seems likely that educational outcomes will rise, not fall, among the second genera-

tion of recent immigrants.

Economic outcomes
One would expect labour market outcomes to reflect the significant educational advantage

held by the second generation over the third-plus generation in Canada, and, in the aggre-

gate, they do. Unadjusted (raw) employment and unemployment data suggest that, on aver-

age, the children of immigrants are doing as well as, or better than, the children of

Canadian-born parents (table 2). The employment rates of children of immigrants and those

of the third-plus generation are similar. As well, unemployment rates are lower among the

children of immigrants than among the third-plus generation. And the occupational data

reflect the second generation’s educational attainment and focus on university. Second-

 generation members who are employed are more likely to be in professional occupations and

less likely to be in blue-collar occupations than the third-plus generation. About 30 percent of

 second-generation workers were in professional and related occupations in 2006, compared

with one-quarter of the third-plus generation (Picot and Hou, forthcoming).

Furthermore, in the unadjusted (raw) data, earnings of the second generation among the

employed are, on average, 9 to 13 percent higher than earnings of the third-plus generation

(Aydemir, Chen, and Corak 2009; Hum and Simpson 2007; Aydemir and Sweetman 2008).

However, these data mask important differences within subgroups of the second generation.

Unemployment data suggest greater employment difficulties among second-generation mem-

bers of a visible-minority group. Unadjusted unemployment rates are higher among Asians,

Blacks and “other” visible-minority groups than among White third-plus-generation mem-

bers, or even among their third-plus-generation visible-minority counterparts (table 2).

Members of second-generation visible-minority groups earn less, on average, than White third-

plus-generation members, accounting for background differences. Picot and Hou (2010) use
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2006 census data to focus on the earnings gap for a number of visible-minority groups.

Consistent with the research mentioned in the previous paragraph, they find that, for the

entire relevant male population, second-generation men have weekly earnings 5.6 percent

higher than those of the third-plus generation, with controls for age only (table 3). However,

this wage gap is driven entirely by White second-generation Canadian men, who have an 8.5

percent lead over their third-plus-generation counterparts. Visible-minority men are 4.9 percent

behind, in spite of the fact that they have higher educational attainment than White second-

and third-generation Canadians. In addition, there is significant variation among visible-

minority groups: Blacks have the largest gap (21 percent behind), whereas Chinese men have a

lead among these groups. This result adjusts the data for age differences only. But there are

other important differences between groups: after adjustments for personal and job-related

characteristics, the data show that second-generation visible-minority members earn 4.9 to 13.5

percent less, depending upon the group, than White third-plus-generation workers.

A similar phenomenon is observed by Aydemir and Sweetman (2008) for the second generation

overall. Comparisons using only age and sex groups showed second-generation Canadians hav-

ing higher earnings than the third-plus generation, but once statistical controls for education

and geographic location are employed, the gaps are eliminated or reversed. Second-generation

Table 2: Employment and unemployment rates of second- and third-and-higher-generation Canadians according to various
characteristics,1 by generation and gender, 2006 (percent)

Total Men Women

Third- Third- Third-
Second plus Second plus Second plus

generation generation generation generation generation generation

Employment rate
Total 82.9 82.9 87.0 86.9 78.7 79.0
Educational attainment

Less than a high school diploma 69.9 66.9 76.4 74.7 60.3 56.8
High school graduates 81.5 82.4 86.4 87.1 75.6 76.9
Some post-secondary education 85.1 87.2 89.4 90.7 81.7 84.6
University degree 85.3 89.9 89.0 92.9 82.1 87.4

Visible-minority status
White 84.1 82.9 88.4 87.0 79.9 79.0
Black 75.6 73.7 77.9 78.5 73.3 69.5
Asian 76.1 82.8 79.5 86.0 72.7 79.5
Other visible minorities 72.2 77.1 76.5 79.0 67.8 75.5

Unemployment rate
Total 4.4 4.9 4.2 5.0 4.7 4.8
Educational attainment

Less than a high school diploma 7.3 9.0 6.8 8.9 8.2 9.3
High school graduates 4.9 5.3 4.7 5.4 5.2 5.3
Some post-secondary education 4.1 3.9 3.7 3.8 4.4 4.0
University degree 3.5 2.8 3.1 2.5 3.9 3.1

Visible-minority status
White 4.1 4.9 3.8 5.0 4.3 4.7
Black 9.2 8.6 9.0 8.8 9.3 8.5
Asian 5.4 4.6 5.1 5.0 5.7 4.1
Other visible minorities 8.6 4.5 8.4 4.7 8.8 4.4

Source: Picot and Hou (2010) based on data from the Census.
Note: Totals may not add up to 100 because of rounding.
1 Aged 25 to 54.
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Canadians appear to receive a slightly lower earnings premium for their educational attainment

and urban character. However, the magnitude of these gaps is not enormous for most groups

either conditional on characteristics (where they are negative) or unconditionally (where they

are positive) — especially when compared with the enormous deficit among first-generation

immigrants. Overall, the children of immigrants have very strong labour market outcomes. 

It may be that economic integration is a multigenerational process. The earnings gap for visi-

ble minorities (relative to White third-plus-generation Canadians) is reduced across genera-

tions; it is greatest among the arriving immigrants, decreases with the second generation and

falls even more among the third (Skuterud 2010; Dicks and Sweetman 1999). This pattern may

be related to a long-term acculturation process and adaptation within the receiving society. 

Application backlog
Although it has varied in scale, an application backlog has long existed. In recent years

Canada has received on the order of 450,000 applications each year in all categories, granted

250,000 admissions and observed approximately 100,000 unsuccessful files, leaving an excess

of 100,000 applications per year to be added to the backlog. These backed-up applications are

far from homogeneous. Even though modern technology is allowing a move away from a

scattered system, where queues were handled by local embassies or processing centres, to cen-

tralized application processing that is mostly located in Canada, there remain many distinct

queues. Various classes are processed with different priorities (for example, spouses and PNP

nominees have priority), and ministerial instructions have also prioritized (and then repriori-

tized) certain applications within the FSWP. 

Table 3: Gap in weekly wages between second-generation and third-plus-generation visible minorities and Whites,
 controlling for various characteristics, 2005

Difference (in log points)

Column 3 Column 4 Column 5
Column 1 Column 2 plus plus part- plus

Age, plus plus language, and full-time occupation,
Controlling for: age squared education location marital status status industry

Men
Second-generation (all) 5.6 0.6 – 5.4 – 3.0 – 1.6 – 1.1
Second-generation White 8.5 4.3 – 1.8 – 0.4 0.1 0.5
Second-generation visible-minority – 4.9 – 13.0 – 19.8 – 12.2 – 9.5 – 8.6

Black – 21.2 – 24.1 – 29.7 –25.4 – 17.7 – 13.5
Chinese 4.1 – 7.9 – 15.7 – 9.5 – 4.5 – 4.9
Indian 0.8 – 9.2 – 16.9 – 12.6 – 6.7 – 8.6
Other visible-minority – 8.6 – 14.2 – 20.2 – 15.7 – 10.7 – 8.7

Women
Second-generation (all) 14.1 6.9 – 1.6 – 0.5 0.9 0.4
Second-generation White 13.7 7.7 – 0.3 0.7 1.7 1.7
Second-generation visible-minority 15.8 4.4 – 7.1 – 5.7 – 2.7 – 5.2

Black 6.1 – 1.0 – 13.0 –12.6 – 7.9 – 10.0
Chinese 24.7 8.8 – 3.1 – 0.7 1.1 – 2.3
Indian 19.0 4.7 – 6.9 – 4.9 – 2.3 – 5.7
Other visible-minority 11.3 3.8 – 6.8 – 5.2 – 2.4 – 3.5

Source: Picot and Hou (2010). 
Note: Coefficients from ordinary least squares regression with log weekly wages as the dependent variable.
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While there is little research on this topic since data are not available, it seems plausible that

better management of the application backlog could lead to improvements in economic out-

comes associated with immigration by increasing flexibility in selection. Crucially, the exis-

tence of a backlog prevents the selection system from operating nimbly. If there is any value

in addressing short-term skill shortages, then processing times in at least the FSWP and the

PNP need to be kept quite short. 

Apart from improving the queue for management purposes, there are several important eco-

nomic issues regarding the backlog that are not well understood. In particular, the length of

time in the application queue may affect immigrants’ labour market outcomes after they do

arrive. Also worth considering is the cost to Canada’s reputation of discouraging immigrants

who have options among a variety of receiving nations.

Immigration levels
What is the appropriate level of immigration to achieve economic goals? There is virtually

no research in Canada asking whether immigration levels or the contribution of immigra-

tion to labour supply played a role in the decline in immigrants’ economic outcomes, par-

ticularly among the highly educated. Some argue that the decline itself is sufficient

evidence to demonstrate that levels were (and are) too high. But many factors other than

labour supply may explain the decline. Researchers have been able to account for virtually

the entire decline in immigrants’ earnings at entry without resorting to labour supply

explanations. 

However, research about the IT bust did demonstrate that a mismatch in occupational supply

and demand lowers immigrants’ economic outcomes disproportionately. When demand was

high in the late 1990s, employers may have ignored the language skills and the educational

quality of prospective employees and may have accepted workers who were not ideally

matched to job openings. But when demand fell in the early 2000s, earnings among immi-

grant IT workers fell much more than among their Canadian-born counterparts. This observa-

tion fits with the evidence indicating that immigrants are harder hit during a recession, when

demand falls (or labour supply is high). Such processes could have occurred among immi-

grants as a whole, resulting in declining earnings. At present there is little research about this

issue one way or the other.

Determining appropriate levels for the future is even more challenging than pinpointing the

effect of labour supply in the past. Observers such as the Conference Board of Canada (2007)

have been issuing highly publicized warnings of a looming broad-based labour shortage asso-

ciated with the aging of the workforce and increased retirements. Some are calling for

increased immigration levels in response (Conference Board 2007). But others are skeptical

that such a shortage will develop (Freeman 2006), in part because of the inability of forecast-

ers to adequately take into account the various forms of adjustment that will take place. The

forecasts that do exist put the labour shortages a decade or more away. These forecasts, even if

they prove to be reliable, are not particularly compelling evidence on which to base adjust-

ments to current immigration levels. 
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Further, a distinction needs to be made between increasing immigration levels and targeting a

demographic shortage. To date, the age profile of immigrants has accentuated rather than alle-

viated the demographic bulge of Canada’s baby boom. As surveyed in Sweetman and Warman

(2008), increasing immigration levels while maintaining the current selection policy would

have little effect on overall population aging. 

Impact of immigration on the economic well-being of Canadians
Closely related to the issue of immigration levels is the aggregate economic effect of immigra-

tion. Does immigration increase the economic well-being of Canadians? This question is fre-

quently addressed by measuring (inflation-adjusted) GDP per capita, although many studies

also look at the labour market impacts of immigration.9 There is little Canadian evidence on

the subject, even though it is one of the most important questions in the immigration domain. 

Overall, inferences based primarily on research in other countries suggest that immigration

results in a very small change in GDP per capita, and although some studies do observe a neg-

ative impact, any change is probably positive. For example, Ottaviano and Peri (2008, forth-

coming) suggest that the typical American-born worker in the United States gains about 0.6

percent in GDP per capita because of the cumulative total of immigration between 1990 and

2006; a relatively small gain, but not a loss. However, such a conclusion may or may not apply

to Canada, since the types of immigrants entering the two countries are very different

(Canada has put more emphasis on high skills) and the economies diverge on a number of

other dimensions (such as social and health policy). Furthermore, the benefits can be very

heterogeneously distributed and subgroups may face substantial gains or losses. 

While there is little direct research on the overall impact of Canadian immigration, a few

research papers have been produced recently. One approach focuses on the labour market and

seeks to establish whether new immigration affects the wages of the existing population.

Aydemir and Borjas (2007) apply a consistent methodology to Canada, the United States and

Mexico using census data, although there is some debate about the structure of the model they

employ. They find that Canada’s emphasis on skills has reduced income inequality in the coun-

try by slightly reducing the wages of high-skilled workers relative to those with fewer skills. They

observe the opposite occurring in the United States (where immigrants are primarily low-skilled,

so that the wages of low-skilled workers are bid down, increasing income inequality). Mexico, in

contrast, experienced net emigration with departures among the domestic mid-skill-level work-

ers being the most likely. This was associated with relative wage increases for this group. 

Closely related research by Tu (2010) looks at Canada using census data and a similar method-

ology, but with the modification that he compares across distinct geographical regions. In

some specifications Tu finds negligible effects of immigration on the earnings of the domestic

workforce, and in others small and positive effects. However, when he, like Aydemir and

Borjas, looks at the nationwide picture, he also finds small negative impacts on earnings. This

difference in outcomes — depending upon whether one divides the country into regions or

cities or looks at the nation as a whole — is similar to that observed across studies in the

United States.10
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Dungan, Fang and Gunderson (2010) use a different approach that introduces immigration into a

macroeconomic model of the Canadian economy. Predicting the outcomes if 100,000 immigrants

more than the current level were to arrive each year from 2012 to 2021, they trace out the simu-

lated results for that 10-year period.11 Using parameters that describe the current Canadian situa-

tion, they observe that this increase in immigration would be associated with an increase in

inflation-adjusted GDP of 2.3 percent. However, the additional immigration would increase the

population by 2.6 percent, so GDP per capita would decline slightly. Unemployment would not

be affected, and government fiscal balances would increase slightly. If the parameters are changed

so that new immigrants do not have earnings levels at entry that are lower than those of their

Canadian-born counterparts, real GDP per capita increases. However, to provide some context, in

the modern era for which data are available, immigrant earnings at entry have never been equal

to those of comparable Canadian-born workers, even in decades where immigrants had the best

outcomes on record. This result is, nevertheless, useful in that it points out the economy-wide

importance of public policy aimed at improving new immigrants’ labour market outcomes.12

Overall, evidence on the economic impact of immigration in Canada is best viewed as prelimi-

nary. It suggests that immigration has a very modest impact on measures such as GDP per

capita and the government’s balance sheet, although whether it is positive, negative or zero is

open for debate, with most observers favouring “small positive.” This conclusion is consistent

with an older literature, surveyed by the Macdonald Commission and the Economic Council

of Canada, and discussed in Sweetman and Warman (2008). However, it also seems clear that

the nature of the impact depends upon the structure and operation of the immigration selec-

tion and settlement services systems. 

Recent Changes to the Immigration System 

C hanges made by Citizenship and Immigration Canada (CIC) to the immigrant selection

process in the early 1990s increased the average educational level among immigrants,

grew the share of skilled immigrants admitted through the economic class, and raised the

number of IT workers and engineers coming to Canada. Research suggests that these changes

did improve wage levels among entering immigrants in the late 1990s (Picot and Hou 2010). 

Since that earlier set of revisions, there have been several more changes to Canada’s immi-

grant selection system. The more important ones include the following: 

➤ the introduction of the Immigration and Refugee Protection Act in 2002, designed in part to

improve immigrants’ economic outcomes as well as the long-term human capital of the

labour force, and hence economic growth;

➤ the expansion and development of the Temporary Foreign Worker Program (TFWP; see

appendix A), designed to alleviate perceived short-term occupational shortages; 

➤ the introduction of the Canadian Experience Class for permanent immigration in 2009,

designed to both alleviate occupational shortages and improve short-term economic out-

comes of immigrants; 

➤ the initiation of the Provincial Nominee Program and its expansion over the past decade; 

➤ recent changes in the manner in which language fluency, where relevant, is evaluated; and 
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➤ the issuance since 2008 of ministerial instructions, which have been used to provide more

control over the number of immigrants entering Canada in particular occupations and to

reduce the application backlog.

The IRPA was phased in over the early to mid-2000s, since immigrants were admitted under the

rules in operation when they applied and there was a substantial application backlog. One of the

key features was a modification of the points system for principal applicants under the Federal

Skilled Workers Program. A recent CIC evaluation (2010) convincingly concludes that the IRPA

improved labour market outcomes, particularly with its increased emphasis both on knowing one

of Canada’s official languages well and on education. The evaluation also observes that pre -

immigration offers of employment are predictors of good short-term labour market outcomes. The

economic outcomes of spouses are also likely to be positively affected by improvements to the

FSWP, since the better the qualifications of the principle applicants in terms of education, language

skills, and so on,  the better the outcomes of the spouse (Sweetman and Warman, 2010c). This

probably stems from the tendency of “like to marry like.” 

The Canadian Experience Class allows some skilled temporary foreign workers and former inter-

national students to apply to become permanent residents (see Sweetman and Warman 2010a;

Warman 2010). By attracting those who have already (presumably) experienced success in the

Canadian labour market and whose skills are in demand, by imposing a language test and (for

former foreign students) by ensuring that education has been in Canadian institutions, the pro-

gram aims to alleviate difficulties that many recent immigrants have experienced in transferring

their preimmigration human capital.13 It is too soon to evaluate this program, however.

Many observers argue that French or English skills are directly essential to labour market suc-

cess in Canada and also indirectly affect the transfer of other skills and educational credentials

to the Canadian context. (See especially Ferrer, Green, and Riddell 2006; Goldmann, Sweetman,

and Warman 2011.) A relevant recent change was to require formal language testing for all new

immigrants entering under the CEC.14 The CEC language assessment tool is the same as that for

the FSWP, but the test scores are applied differently. The CEC sets a high benchmark in a single

official language that is an absolute requirement; for the FSWP, medium scores in both official

languages may be acceptable, or low points in language can be offset by high points in other

categories. These are very important differences that may have an impact on labour market

outcomes; however, it is too early for empirical analysis. 

The framework for the ministerial instructions provided in the 2008 budget constitutes the most

important recent innovation. As of fall 2011, CIC has issued four sets of instructions that have

significantly changed immigration policy. These apply mainly, but not exclusively, to the FSWP.

First, although occupational points had been eliminated with the introduction of the IRPA, the

ministerial instructions reintroduced occupation as an element of selection but with a new

approach. Before the IRPA, occupation was simply an element in the points system; today occu-

pation is a preliminary screen. Unless they have Canadian job offers in hand, new applicants

who do not qualify for the posted list of occupations in demand are not eligible for processing;

their files are returned and their application fees refunded. In contrast to the pre-IRPA system,
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under the new approach there is no fixed timetable for updating the list of approved occupa-

tions. The new approach is thus not attempting to respond to very short-run fluctuations in

demand. One apparent rationale for the initial brief list was to limit applications and reduce the

backlog, but this tactic did not work as expected; the posted list of occupations stimulated appli-

cations instead since it was taken to be signalling strong demand in the listed areas. Subsequent

instructions therefore imposed and then reduced caps (quotas) for each of the occupations for

which applications are permitted. Only 1,000, and then 500, persons were permitted in each cat-

egory in each year, and the process was first come, first served. The caps were intended primarily

to manage or reduce the massive backlog by discouraging applicants, but they may have benefi-

cial economic implications as well: by (eventually) eliminating the backlog, the selection system

will be able to respond more quickly to changing conditions and new information. 

Policy Responses to Changing Outcomes 

T he immigration system has responded to many of the issues outlined in this study:

notably the deterioration in economic outcomes of immigrants, short-term and longer-

term occupational and labour shortages, and the regional distribution of immigrant settle-

ment. The application backlog is so far being addressed primarily through ministerial

instructions. Policy has not responded to the lack of connection between immigration levels

and the business cycle, and it does not typically explicitly consider the economic outcomes of

the children of immigrants.

Some advances have been made in the three areas where program changes have been focused. The

shift toward more highly educated immigrants in the economic class improved outcomes in the

late 1990s, and the IRPA changes of the mid-2000s significantly enhanced the economic outcomes

of immigrants entering under the FSWP. Introducing the CEC and changing language testing also

aimed to serve this purpose, at least in part, and it seems credible that these changes will be suc-

cessful. Second, a smaller proportion of immigrants now settle in the three largest cities than in the

1990s, thanks in part to the Provincial Nominee Program. And finally, although there is no con-

crete evidence of which we are aware, it is likely that the rise in temporary workers in skilled trades

entering under the TFWP in the early 2000s in particular did help alleviate short-term occupational

shortages in some industries and regions. (The impact on the wages or employment rates of

Canadian workers is also yet to be studied.) Similarly, the occupational restrictions and quicker pro-

cessing time for selected new applicants brought about by the ministerial instructions focus the

FSWP on serving short-term needs, thereby also improving labour market outcomes. 

However, this does not mean that Canada has achieved the optimal policy orientation. In par-

ticular, immigrant economic outcomes remain an area of concern in Canada as well as in most

Western immigrant-receiving countries. Relative to those of the Canadian-born, the earnings

levels of recent immigrants remain far below levels among those entering before the 1980s. 

A key goal going forward will be getting the right balance between what are now the three

major legs of the newly reconstructed economic class: the FSWP, the CEC and the PNP.

Ministerial instructions are also useful tools for adjusting the system on an ongoing basis in a

timely manner, but gaining experience with and feedback on their operation will be important. 
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Canadian Experience Class
Selection under the CEC is on a pass/fail basis, which contrasts sharply with the points system

in the FSWP. The differing approaches highlight that there are alternative ways to understand

and measure “high skills.” Defining and evaluating such skills in a points system is transpar-

ent and in some sense equitable, but it is not straightforward. Implicit predictions of long-run

labour market success are not always accurate; and, more fundamentally, nominally similar

attributes for which the same points are awarded may not be very similar in practice. For

example, the existing points system treats all bachelor’s degrees — regardless of, for example,

field of study and university — as equivalent, whereas the labour market treats these educa-

tional qualifications as varying and rewards them accordingly. In a system based on present-

ing credentials, detecting fraud is also an ongoing struggle. By comparison, the CEC defines

high skill based on the nature of employment actually obtained in Canada — that is, by suc-

cess in obtaining and retaining “high skill” employment — and also imposes a language test,

which is crucial to employment flexibility in a dynamic labour market. Of course, this

approach also has its problems, since evaluating the occupational status of a job is notoriously

difficult. Therefore fraud may also be a complication in this context. 

Operating both approaches in parallel has substantial appeal since they address somewhat dif-

ferent markets in terms of both the supply of potential immigrants and the demand for specif-

ic skills by employers. Over time, comparisons between the two will be fruitful in promoting

incremental improvements on both sides. 

Provincial Nominee Program
The first province to use the Provincial Nominee Program was Manitoba. It has since expand-

ed to all provinces and territories except Nunavut, which relies on the federal system, and

Quebec, which has its own economic class selection system. These programs effectively permit

provincial and territorial governments to operate their own immigrant selection systems.

Inasmuch as provinces are “closer to the ground” and able to identify and recruit immigrants

who are better fits for local needs than those selected by the federal government, and inas-

much as they are able to retain such immigrants, the overarching program has merit. On the

other hand, if provincial entry standards are lower than those of the federal government, and

especially if immigrants are not retained locally, then the PNPs can become a national gate-

way, bringing immigrants into the Canadian labour market as a whole. Pandey and Townsend

(2011) explore this issue, as well as looking at immigration rates across provinces. They find,

as did a CIC (2012) evaluation, that the PNPs have been successful in increasing immigration

rates to smaller provinces. Regarding retention rates, CIC (2012) found significant provincial

variation. Among provincial nominees entering between 2000 and 2008, only 56 percent of

those going to the Atlantic provinces were still in the province of entry in 2008, compared

with 95 percent in Alberta and British Columbia.15 Such variation is related at least in part to

economic outcomes, which were better in the West than in the Atlantic provinces. Clearly,

these are important issues that need more attention as these programs age and expand.

Regular monitoring of longer-term retention rates would be especially valuable. In fact, CIC

would do well to include provincial retention rates for 1, 5 and eventually 10 years after

immigration in its annual Facts and Figures publication.



23IRPP Study, no. 29, April 2012

Making It in Canada: Immigration Outcomes and Policies

An often-stated concern (for example, Alboim 2010) is that the criteria governing the selection

of immigrants in some of the PNP entry streams are not stated precisely and transparently.

Such uncertainty makes the application process for prospective immigrants more difficult, and

keeping track of the various selection rules increases the value of immigration consultants and

lawyers since the process has become so much more complex. 

The CIC evaluation (2012) concluded that short-term economic outcomes overall were quite posi-

tive, although there was tremendous variation by province. About 80 percent of the immigrants

entering under the PNP were employed at some time during their first year in Canada, but this rate

varied from 50 to 75 percent in the Atlantic provinces to around 95 percent in the western

provinces. Average earnings after one year also varied tremendously, from $23,000 to $47,000 in

the Atlantic provinces to $70,000 to $80,000 in British Columbia and Alberta.16 Among immigrants

entering between 2000 and 2007, earnings and employment rates during the first year were higher

for PNP participants than for their FSWP counterparts. While employment rates remained margin-

ally higher among the provincial nominees over the longer term (five years), earnings equalized

around the third year, and after five years the federal skilled workers were earning $2,000 to $7,000

more annually. This highlights the importance of measuring both short-run and longer-run — ide-

ally after 10 or 15 years — outcomes. It is also worth noting that the PNP has had priority process-

ing since its inception; since the FSWP has not historically had such prioritization, this affects the

interpretation of comparisons of the short-run outcomes of the PNP and the FSWP. 

CIC’s PNP evaluation noted two issues of relevance to this discussion. The first relates to language

requirements, an important component of successful social and economic integration. While the

FSWP and the CEC have explicit and fairly strenuous language requirements, the evaluation noted

that there is no consistent standard in the PNPs regarding language ability. The second relates to

meeting skill shortages. Meeting labour market needs and skill shortages were the two program

objectives most often cited by provincial officials. However, only one province had a formal evi-

dence-based labour market strategy that linked labour market shortages to immigration levels.

Most relied on dialogue with employers, industry associations, regulatory bodies and chambers of

commerce. The CIC evaluation found that labour shortages were not well documented in most of

the provinces. As we note elsewhere, obtaining relevant and useful information on either short-run

or long-run general labour market or skill shortages is very difficult. When interviewed, however,

employers tended to state that the program had assisted them with their labour market shortages.

One important question going forward is the scalability of the provincial nominee programs — to

what degree they can be expanded. There are two dimensions to the question. First, provinces

may have limited capacity to attract and retain immigrants; second, it might well be that only the

first immigrants arriving under these programs have excellent outcomes, since the initial open-

ings that a province fills are quite valuable (so-called “low-hanging fruit”). Over time, the high-

value gaps in the market that the province is able to identify may decline in number. The PNP

may be overexpanding or expanding too quickly. There is some indication to this effect in the

study of the Manitoba program by Carter, Pandey and Townsend (2010). Moreover, since the PNP

continues to evolve very quickly, it is not yet possible to evaluate medium-term outcomes for

those who entered under the program. There is nevertheless a need to proceed with caution. 
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Ministerial instructions
Ministerial instructions are intended to serve a dual purpose: reducing the number of

applications and hence the backlog; and targeting immigration toward particular occu-

pations. The pre-IRPA legislation did not relieve occupational shortages well for a num-

ber of reasons (see Ferrer, Picot, and Riddell 2011), including very long processing times.

Ministerial instructions now provide for priority processing of applicants in selected

occupations. This measure is a novel approach for Canada, since it addresses not only

entry criteria but also processing priority or speed. The success of this new management

tool is yet to be determined, but it holds promise for meeting targeted labour market

needs.17

The second and third sets of ministerial instructions imposed and then reduced caps on each

occupational category, thereby limiting the number of applications for admission that would

be accepted each year. These caps were imposed to deal with not only the existing backlog but

also the large excess in annual applications over acceptances. 

When the IRPA was introduced, the intention was to manage the backlog in the FSWP by

adjusting the minimum points required for entry. Most people would agree that it is unfair to

change the points threshold for a particular application after it is submitted. But with appro-

priate advance notice, the points cut-off could be adjusted annually for each coming year

(much like the exercise at present where the Minister tables annual target admission levels in

Parliament). However, this measure was never implemented, and the caps set by ministerial

instructions are the new backlog management tool. 

Although a cap may be an important backstop, and it certainly limits the number of appli-

cations, it is not necessarily the best first-line response since it does nothing to remedy the

drop in labour market outcomes of new immigrants. Raising the points threshold would

address this issue by producing better-qualified applicants. Sweetman and Warman (2009)

show that labour market outcomes improve as points totals rise past the cut-off and that

there is no rationale for the current threshold as opposed to a higher one. Further, the

weight given to the various elements of the points system and the way the elements are

selected are not optimal and should be evaluated and revised from time to time. In particu-

lar, adjusting the points assigned for age would be useful given Canada’s demographics and

impending baby boom retirements. 

Governments should not address the backlog in isolation from other important immigration

policy issues. That said, adjusting the FSWP points threshold on an annual basis has the

potential to address two issues simultaneously. It would also be a return to what was originally

envisioned for the IRPA.

Proposed Actions 

I mmigration policy is clearly a very complex topic, and thus far we have surveyed the

research and context, discussed some ongoing challenges and pointed to a few possible

future directions. Here we build on this foundation to outline other key recommendations.
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Increasing research 
The shortage of research and informed discussion on immigration levels and the effect of

immigration on Canadians’ living standards was pointed out earlier. These are difficult areas

of research, and that fact no doubt explains to a considerable extent the present shortfall.

Nonetheless, these two issues are key parts of immigration policy and should be addressed

directly in the research and policy communities.

Returning to procyclical immigration levels
Research reviewed earlier showed that during recessions, economic outcomes deteriorate more

among recent immigrants than among the Canadian-born. Reducing immigrant inflows in

recessions or shortly thereafter restricts labour supply in a period when labour demand is falling.

It also helps prevent longer-run economic “scarring” that can occur when new labour market

entrants are unable to obtain jobs or are unable to practise their skills over a long period. 

Reimplementing the procyclical policy on immigration levels of the type that was in place

in Canada until the early 1990s would probably improve immigrant economic outcomes.

Longer-run immigration targets would replace annual targets. Ideally, such targets would

cover not any predetermined time span but the flexibly defined length of a business cycle,

as was done historically. Beyond adjusting total immigration levels to the business cycle, it

is also feasible to adjust the composition of the flow to the business cycle. Family class

immigration, which is less sensitive to the business cycle and includes persons who should

be admitted for noneconomic reasons, could increase in relative terms in recessions and

decline in booms, while the various elements of overall economic class immigration do the

opposite. These shifts would smooth the administrative burden across the business cycle.

Any such changes over the business cycle or changes in the size of the family class in gener-

al would primarily affect parents and grandparents since spouses and partners are given pro-

cessing priority. Some might argue that it is too difficult to alter flows quickly enough to

keep targets in line with the economic indicators, which also lag behind the facts they

measure. But even before computerization-aided data collection and communication, this

approach was successfully undertaken. 

Focusing on younger immigrants and population demographics 
Research indicates that a decline in the value of foreign work experience was one of the

major causes of the deterioration in immigrants’ economic outcomes. Put another way,

adult immigrants who are younger when they arrive, on average, do better economically

than those who arrive at older ages (Schaafsma and Sweetman 2001). Children and young

adults are also more likely to obtain Canadian education or accreditation, thereby further

improving their outcomes. Boulet and Boudarbat (2010) look at the interaction of age on

arrival and Canadian education, finding independent positive effects on employment for

each. Furthermore, although immigration cannot on its own prevent a rising old-age

dependency ratio as the number of retirees increases relative to the working-age popula-

tion, a focus on immigrants born in the trough between the baby boom and the baby

boom echo (between the mid-1960s and the mid-1980s) can move the dependency ratio in

the right direction.18
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In practice, the two goals of reducing the dependency ratio and focusing on younger workers

may at times be in conflict, since selecting “young” people born at the peak of the baby boom

echo would achieve the second goal, but not the first.19 Although Canada already missed key

opportunities when these two goals were aligned, an increased focus on attracting immigrants

of specific desirable ages — through changes to the points system in the FSWP and to the

selection systems of the PNP and the CEC — would assist in meeting economic goals related

to immigrant outcomes and the dependency ratio. Where there is a conflict between demo-

graphic and age criteria, targeting younger immigrants rather than those who would reduce

the dependency ratio is probably the primary concern, with a larger economic effect. 

Continuing the focus on language ability
Differences in French or English language ability between immigrants and the Canadian-born

are another major explanation of the gap in wages between the two groups. One earlier paper

found differences in language skills in English or French accounted for more than half of this

gap (Bonikowska, Green, and Riddell 2009). Language skills have a strong influence on the

value of formal education and probably other forms of human capital as well. The lack of

strong skills in a Canadian official language can prevent a newcomer from converting educa-

tion, in part or in full, into earnings; and high-level language skills can increase the value of

highly skilled human capital — in the extreme, giving it some value when it would otherwise

have none — in the Canadian labour market. Higher levels of language or literacy skills are

required for persons with higher levels of education or who are working in more complex occu-

pations. A continued focus on language ability is essential to improving economic outcomes. 

CIC has moved to implement language tests for principal applicants in the FSWP and the CEC.

Language ability is a criterion in some of the PNP streams, although, as noted in the CIC evalu-

ation (2012), there is no consistent language requirement in the PNPs of various provinces and

territories, as would be desirable. Given the central role of language for the economic outcomes

under discussion, and the increased importance of the PNP, improved outcomes are likely to

follow from minimum national standards for the PNP. (This idea could be extended to other

characteristics but seems most crucial for language.) This need not imply a simple single thresh-

old; instead, standards could be flexibly related to education and/or occupation and recognize

that entry into certain occupations and the use of more advanced educational credentials have

higher language requirements. Of course, such policies would affect both who migrates and the

premigration skill accumulation of those who might wish to migrate. 

Including employer sponsorship in selection processes 
Research such as the IRPA evaluation (CIC 2010) demonstrates that immigrants who are spon-

sored by an employer and have a job waiting for them do better economically, at least in the

short run — as one would expect. This relationship justifies the current use of adaptability

points for arranged employment in the FSWP’s points system. Increasing the use of employer

nominee programs, such as some streams of the PNP, can assist with short-run outcomes.

Employers possess knowledge of the local and immediate labour requirements that is difficult

to generate centrally. To ensure that such input is consistent with longer-run goals, however,

the use of employer nominations should be embedded within a set of criteria that will
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 regulate educational and skill levels as well as the number of applicants chosen and possibly

other characteristics. Such an approach would ensure that the types of immigrants selected to

achieve short-run goals (such as filling labour shortages within particular regions or occupa-

tions) are also consistent with the longer-run goals that have been in place in Canada for

some time. Further, there should be a counterbalance to employer nomination, perhaps simi-

lar to the current system’s labour market opinions (LMOs), both to ensure that employers are

not simply driving wages (and employment standards) toward the global minimum and to

avoid fraud. 

Implementing a program of evaluations
It is not yet possible to evaluate the effect of many of the recent changes on immigrants’

economic integration. An evaluation of the relatively short-run outcomes associated with

the PNP has recently been completed, but the PNP is expanding and evolving at such a

rapid rate that ongoing short-run evaluation is required. Evaluations of the success of minis-

terial instructions and the CEC in achieving their goals will also be important for policy

development. Most importantly, an evaluation program should not stop with research on

the short-run outcomes of the programs and their participants. While early evidence on

program achievements is important, it is the longer-run outcomes that really matter. This

suggests an ongoing program of monitoring and evaluation that would also provide feed-

back to improve the day-to-day management of the system, which is increasingly decen -

tralized with the PNP. Implementing research on perhaps the most important economic

goal, increasing GDP per capita, about which little is known in Canada, would also aid in

policy development.

Maintaining the focus on highly skilled immigrants and longer-run goals
The question of meeting specific occupational shortages, either short-run or long-run, through

immigration policy has been debated for decades. Policy practitioners in Canada have vacillat-

ed between enthusiasm for it and dismissal of it as an approach that does not work. Other

countries have had similar experiences. Generally speaking, economists are sometimes enthusi-

astic about the theoretical prospect of finding complementarities, but less so regarding the pos-

sibility of success in practice. Green and Green (1999) conclude that there are better ways to

respond to occupational shortages than through immigration. Freeman (2006) concludes that

the necessary information on which to base program changes is not available. Occupational

forecasting is simply not sufficiently reliable. The CIC evaluation (2012) of the PNPs also notes

the difficulty that provinces have generating the information needed to adequately assess even

short-run labour or skill shortages. Only one province had a systematic method of generating

such information. Most relied on ad hoc discussions with employers, regulatory bodies, cham-

bers of commerce and other groups. The evaluation concluded that labour shortages were not

well documented in most provinces; it is a very difficult task. 

Meeting specific occupational shortages may be difficult, but more general human capital

considerations deserve a place in immigration selection policy, particularly when consider-

ing longer-run outcomes. During much of the decade prior to the most recent changes,

Canada focused on longer-run nation-building goals exemplified by the “human capital”
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approach to immigration. Under the human capital model, the goal of meeting specific

occupational shortages is replaced by the selection of more highly skilled and educated

immigrants, including those in the trades and with post-secondary education, because their

enhanced ability to adjust to changing labour market circumstances should result in better

outcomes in the longer run. The more recent changes in the immigration system have

moved us toward a shorter-run perspective. Many immigrants selected under the PNP and

the TFWP are chosen to fill perceived short-run gaps in the labour market. Such shortages

are often identified by employers, who, by the very nature of their needs, will tend to focus

on the present and very near future. 

While short-run needs obviously have a place in immigration policy, it is the long run that

really matters. European guest-worker programs were set up to fill short-run requirements, but

the long-run result has been less than favourable, with the children of lower-skilled immi-

grants having considerable difficulty successfully integrating into the labour market. In the

United States, it seems likely that the educational and labour market outcomes of the children

of immigrants as a group will not be strong over the coming decades. This likely result is large-

ly related to American immigration policy and how it was implemented (Aydemir and

Sweetman 2008; Picot and Hou 2010). 

Of course, new immigrants get to the long run through the short run, and good labour market out-

comes in the short term may be quite important for long-term success. But short-term decisions

need to be made with a view to the full life cycle and even to intergenerational consequences.

Looking to the very long run, Canada is among the world leaders in the successful educational and

economic outcomes of the children of immigrants, with obvious economic and social benefits.

Ensuring that this success is in no way placed in jeopardy by changes to the selection system should

be a high priority. Hence, even short-run requirements should be evaluated with the longer term in

mind. In this context, continuing to focus on high-skilled immigrants in the economic class —

workers in skilled trades, medical technologists and those with similar occupation-specific skill sets,

as well as immigrants with post-secondary and professional education — has numerous advan-

tages.20 The evidence to support this view includes the following:

➤ Labour supply and demand projections (HRSDC 2010), inasmuch as these have predictive

power (and they may not), suggest that the jobs of the future will largely require post-

 secondary education, at university, at college or in skilled trades. Concurrently, immigrants

need English or French language skills to support the use of their educational credentials in

the Canadian labour market.

➤ The relative wages of highly educated workers (as compared with those of high school grad-

uates) have been rising in Canada since the 1980s, while those of less-educated workers

have been falling (Boudarbat, Lemieux, and Riddell 2010). This suggests that relative

demand for the highly educated (including some skilled trades) has been rising. Bringing in

greater numbers of less-educated and lower-skilled workers in this environment would risk

suppressing wages at the bottom of the wage distribution even further than has already

occurred over the past 30 years.
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➤ Higher educational attainment among immigrants leads to better longer-run educational

outcomes for their children, the second generation. This promotes better employment out-

comes for the second generation, which in turn promotes higher educational attainment

among the overall Canadian population, which is important for economic growth and

international competitiveness. 

➤ With higher earnings and lower poverty rates, the more highly educated immigrants are

less likely to be a fiscal drain and more likely to generate a net fiscal contribution (see

Ostrovsky 2012). 

➤ Less-skilled immigrants, especially those with poor language skills, may find themselves in

difficulty in the long term if the labour market requires adjustments after structural or busi-

ness cycle changes. Since there may be considerable change over immigrants’ working lives

in Canada, it is necessary to consider how they will cope with such change, and not just

whether they are good matches for the first available jobs.

Tempering the evidence in favour of the highly skilled, one caveat to an overly strong focus

on highly educated immigration should be borne in mind. A rapid increase in the supply of

highly educated labour, through either the education system or immigration, could suppress

wages and increase underemployment among highly educated workers. Aydemir and Borjas

(2007) suggest that wage suppression occurred from 1980 to 2000 in Canada as a result of the

increase in the supply of university-educated labour through immigration; wages among hold-

ers of bachelor’s degrees fell by 5.8 percent over the period. This result would have the effect

of suppressing the rise in wage inequality as well. However, the methodological challenges in

estimating this effect are significant, and further research is likely required to confirm such a

finding. Keeping a close eye on the potential labour market effects of the composition of

immigration is warranted.

Understanding the relationship between the short run and the longer run is important.

However, because short-run outcomes are by definition more immediately evident, and

because it is difficult to know precisely the determinants of longer-term outcomes, the latter

are often given less consideration. As the pendulum swings, longer-term goals should not be

overlooked since it is the full set of costs and benefits going forward that matters. 
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Appendix A: The Immigration System 
Canada has one of the largest immigration programs per capita among developed countries.

For example, as seen in figure A1, Canada currently receives twice as many immigrants as the

United States, proportionately, and this remains true even counting estimates of US illegal

immigrant flows. Since the Second World War the average difference has been a factor of

three. Even the controversial and massive US regularization of its accumulated stock of illegal

immigrants in the late 1980s and early 1990s produced immigration rates lower than Canada’s

annual admissions.

One aspect of having such a large immi-

gration program is that Canada has a high-

ly structured immigration selection system

by international standards. The federal

government manages the process for

immigrants who intend to reside outside

of Quebec, with that province managing

the system for economic class immigrants

who intend to reside there. This discussion

focuses on the federal system, but the sta-

tistics presented include immigrants to

Quebec. It is our view that the successful

operation of a large immigration system

requires high-quality and vigilant manage-

ment. It also requires well-informed input

from diverse stakeholders within our socie-

ty based on impartial and credible evi-

dence, which motivates this study. 

Permanent immigration 
Permanent immigrants are categorized into three major streams: the economic class, the fami-

ly class and refugees. Each of these has various subcategories. A full listing of the categories

along with the number of immigrants in each in 2011 is in table A1. 

Economic class immigrants, comprising principal applicants and their spouses and depen-

dants, make up two-thirds of the flow. Overall, approximately 60 percent of the economic

class are spouses and dependants. They are not evaluated by the points system or other crite-

ria, which apply only to principal applicants.21

A significant redistribution of economic immigrants is occurring, and these shifts are turning the

spotlight onto two newer programs under which immigrants are entering Canada. In 2011 the

older Federal Skilled Worker Program (FSWP) comprised not only the bulk of the economic class

but more than 35 percent of all immigration (down from 42 percent in 2010); but its share of new

immigrants is expected to shrink while the number of immigrants in the Canadian Experience

Class (CEC), which is only in its third year of operation, and the Provincial Nominee Program
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(PNP) is expected to rise.22 Programs for entrepreneurs, self-employed persons, investors and live-

in caregivers are each modest in size (though cumulatively quite important) and tightly focused,

and while some are usefully being reformed, none is likely to grow appreciably. 

The PNP allows provinces and territories other than Quebec a route by which they can select

new immigrants, who are then given priority processing. This program has grown significant-

ly in recent years, and there is provincial pressure for it to continue to do so. Its cluster of

provincial programs is extremely diverse; Carter, Pandey and Townsend (2010) report more

than 60 separate entry streams. Although categorized in the economic class by the federal gov-

ernment, these provincial programs include family reunification streams in addition to eco-

nomic ones. If historical definitions were applied consistently, this implies that the economic

class immigration total is probably slightly overstated and the family class one understated in

official statistics such as those in table A1. 

Table A1: Immigration to Canada, by immigration class, 2011

Proportion of Proportion of 
Class n permanent residents immigration class

Economic class
Canadian Experience Class

Principal applicant 3,973 1.6 2.5
Spouses and dependants  2,049 0.8 1.3

Federal Skilled Worker Class/Quebec Skilled Worker Progam
Principal applicant 36,770 14.8 23.6
Spouses and dependants 51,991 20.9 33.3

Entrepreneurs
Principal applicant 184 0.1 0.1
Spouses and dependants 522 0.2 0.3

Self-employed
Principal applicant 113 0.0 0.1
Spouses and dependants 236 0.1 0.2

Investors
Principal applicant 2,991 1.2 1.9
Spouses and dependants 7,603 3.1 4.9

Provincial Nominee Program
Principal applicant 15,290 6.1 9.8
Spouses and dependants 23,112 9.3 14.8

Live-in caregivers
Principal applicant 5,032 2.0 3.2
Spouses and dependants 6,211 2.5 4.0

Subtotal 156,077 62.8 100.0
Family class 

Spouses and partners 38,514 15.5 68.3
Sons and daughters 2,739 1.1 4.9
Parents and grandparents 14,072 5.7 24.9
Other 1,094 0.4 1.9

Subtotal 56,419 22.7 100.0
Refugees

Government-assisted refugees 7,365 3.0 26.4
Privately sponsored refugees 5,564 2.2 20.0
Refugees landed in Canada 10,741 4.3 38.6
Refugee dependants 4,182 1.7 15.0

Subtotal 27,852 11.2 100.0
Other 8,312 3.3 100.0
Total 248,660 n/a n/a

Source: Citizenship and Immigration Canada Preliminary Tables — Permanent and temporary residents, 2011 (http://www.cic.gc.ca/english/resources/
statistics/facts2011-preliminary/index.asp, accessed March 7, 2012).
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Family class immigration comprises four

subcategories, and as seen in table A1 the

largest of these is spouses and partners of

Canadian permanent residents. Refugees

also comprise four distinct subcategories.

Each of these classes is sometimes treated

as homogeneous, but that is true neither of

their administrative processing nor, as seen

in Sweetman and Warman (2012), of their

labour market outcomes. 

Figure A2 depicts the number of immigrants

by category since 1985. The most obvious

trend is the very substantial increase, with-

out even a pause during recessions, in eco-

nomic class immigration. After a spike in the

early 1990s, family class immigration and

refugee arrivals have been roughly constant. 

Temporary migration 
Flows of temporary residents to Canada are also important. As seen in figure A3, the

Temporary Foreign Worker Program (TFWP) has experienced a substantial increase starting

in the early 2000s. During the recent recession, the number entering levelled off but did not

decrease appreciably. Firms and governments have clearly come to rely on temporary for-

eign workers, even in a time of increased unemployment for Canadians. A recession-related

decline was observed in some subprograms of the TFWP, notably in the Pilot Project for

Occupations Requiring Lower Levels of Formal Training (NOC C and D), which was used to

respond to the increased demand for

workers in Alberta and other provinces in

the mid-2000s.23 This decline was partly

offset by an increase in the number of

youths on exchange programs entering

with work permits.24 The number of enter-

ing foreign students was also unaffected

by the recession.

General descriptions of Canada’s tempo-

rary foreign worker programs from an eco-

nomic perspective can be found in

Sweetman and Warman (2006, 2010a).

There is not a single program, but a set of

quite distinct programs with a variety of

purposes. Some are very clearly “tempo-

rary” in the sense that they are not routes
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Figure A2: Number of new permanent residents, by immigra-
tion class, 1985-2010

Source: Citizenship and Immigration Canada (2011).
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to permanent residency, whereas others explicitly allow or facilitate a transition to permanent

resident status, especially via the CEC and the Live-in Caregiver Program. 

In some cases, for temporary workers to be granted a work permit, they must first receive a job

offer; Human Resources and Skills Development Canada (HRSDC) must then provide a labour

market opinion indicating that no Canadian is able to take the job at the going wage rate and

working conditions. If executed well, this framework protects the local workforce from foreign

competition that might bid down wages and increase unemployment. However, the lack of an

appreciable decline in the number of temporary foreign workers during the recent recession

raises questions about how effectively the system is run. Related questions regarding the

impact of the TFWP’s structure and increased scale of operation on growth rates of standards

of living and productivity for Canadian residents, and especially recent immigrants, are also

yet to be addressed. These issues should, however, be high on the agenda of both HRSDC and

Citizenship and Immigration Canada. HRSDC also has some responsibility to ensure that the

occupational standards and wages provided are appropriate, although in practice this task is

primarily carried out by provincial ministries of labour, which also have responsibility in this

area. There is also some controversy about how well both of these functions are executed (see

Nakache and Kinoshita 2010).25
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Appendix B: Economic Integration of Immigrants
Employment and unemployment

L ittle research exists on the trends in employment and unemployment among successive

groups of entering immigrants. The focus has been almost exclusively on their earnings.

In addition to a brief review of earnings, we therefore provide data from censuses since the

1970s focusing on the unemployment and employment rates for immigrants relative to rates

for the Canadian-born.26

For men, labour market outcomes at entry to Canada as measured by the relative employment

and unemployment rates deteriorated from the 1970s to the early 1990s, and then rebounded

to some extent, as seen in tables B1 and B2. But, importantly, immigrant men’s employment

Table B1: Absolute immigrant1 unemployment rate and unemployment rate relative to that of the Canadian-born, by entering
cohort, gender and years in Canada, 1976-2005

a) Absolute unemployment rate

Years in Canada

≤ 5 6-10 11-15 16-20 > 20

Women
1976-80 8.3 10.4 9.8 8.6 4.6
1981-85 13.8 12.6 10.3 6.1 4.4
1986-90 16.8 13.3 7.0 5.8
1991-95 18.8 8.7 7.1
1996-2000 13.6 8.2
2001-05 12.9
Men
1976-80 4.3 7.0 8.1 7.1 4.3
1981-85 10.4 10.1 8.3 4.9 3.9
1986-90 15.3 10.4 5.7 4.6
1991-95 14.5 6.8 4.9
1996-2000 9.9 5.5
2001-05 8.4

b) Unemployment rate relative to that of the Canadian-born

≤ 5 6-10 11-15 16-20 > 20

Women
1976-80 1.15 1.05 1.10 1.08 0.82
1981-85 1.40 1.40 1.30 1.08 0.90
1986-90 1.87 1.68 1.24 1.17
1991-95 2.37 1.54 1.45
1996-2000 2.42 1.66
2001-05 2.62
Men
1976-80 0.84 0.85 0.92 0.82 0.67
1981-85 1.27 1.14 0.96 0.77 0.75
1986-90 1.73 1.20 0.89 0.88
1991-95 1.68 1.06 0.95
1996-2000 1.55 1.05
2001-05 1.60

Source: Picot and Sweetman (2011a).
1 Aged 25-64.
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rates catch up after about five years and then surpass those of the Canadian-born. The results

for women track those of men, with some exceptions. Relative to those of the Canadian-born,

immigrants’ employment rates are lower and unemployment rates higher. Perhaps most sig-

nificantly, the relatively quick catch-up in employment rates that is seen among men is not

observed for women. 

On the employment front, therefore, despite some bumps, the picture appears to be quite pos-

itive in the sense that male immigrants attain employment parity with the Canadian-born

after approximately five years. However, this simple analysis includes no statistical controls

for characteristics, and employment need not be full-time nor in an optimal occupation.

Occupational and employment integration of new immigrations is addressed by Goldmann,

Sweetman and Warman (2011). They find that new immigrants’ occupational status increases

Table B2: Absolute immigrant1 employment rate and employment rate relative to that of the Canadian-born, by entering
cohort, gender and years in Canada, 1976-2005

a) Absolute employment rate

Years in Canada

≤ 5 6-10 11-15 16-20 > 20

Women
1976-80 56.9 63.8 69.8 70.0 66.0
1981-85 55.1 64.0 65.6 72.5 67.4
1986-90 56.8 60.3 70.0 72.9
1991-95 48.8 63.5 69.1
1996-2000 54.4 65.8
2001-05 57.4
Men
1976-80 88.6 87.7 86.4 83.3 80.6
1981-85 80.3 83.2 81.8 85.5 80.5
1986-90 74.0 78.1 84.4 85.8
1991-95 68.8 80.9 84.1
1996-2000 75.6 83.9
2001-05 79.5

b) Employment rate relative to that of the Canadian-born

≤ 5 6-10 11-15 16-20 > 20

Women
1976-80 1.09 1.11 1.08 1.05 0.94
1981-85 0.96 0.99 0.98 1.03 0.93
1986-90 0.88 0.90 0.99 1.01
1991-95 0.73 0.90 0.95
1996-2000 0.77 0.91
2001-05 0.79
Men
1976-80 1.03 1.06 1.06 1.05 0.99
1981-85 0.97 1.02 1.03 1.05 0.99
1986-90 0.91 0.98 1.04 1.05
1991-95 0.87 1.00 1.03
1996-2000 0.93 1.03
2001-05 0.97

Source: Picot and Sweetman (2011a).
1 Aged 25-64.
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and moves toward that of the Canadian-born relatively rapidly after immigration, although

their data extend only four years from landing so only a short-term comparison is possible.

Interestingly, there is a substantial gap, on average, between immigrants’ preimmigration

occupational experience and the intended occupation declared in the immigration process.

Many immigrants aspire to upgrade their occupational status upon immigration, but in prac-

tice preimmigration occupations are a more important determinant of postimmigration occu-

pational attainment than are immigrants’ intentions.

Impact of the recent recession
Immigrants are often harder hit during economic downturns than their Canadian-born coun-

terparts. Such a pattern was observed in the early-1990s recession (Aydemir 2003). Immigrants

entering the country just before a recession may be particularly vulnerable economically.

Employment and unemployment rates from the Labour Force Survey suggest that this was the

case during the 2008-09 recession in Canada. Most of the rise in unemployment and decline

in employment in the Canadian economy occurred between mid-2008 and mid-2009.

Between August-to-October 2008 and the same three-month period in 2009, the unemploy-

ment rate of Canadian-born men rose by 2.1 percentage points (table B3), while among recent

male immigrants it increased by 5.2 percentage points. Of course, people of various ages, edu-

cation and residential locations are affected differently by economic downturns, and these

characteristics could account for different employment and unemployment rates between

immigrants and the Canadian-born. However, after the data were adjusted through regression

analysis for these characteristics, the results were very similar (table B3); the unemployment

rate rose 2.0 percentage points among the Canadian-born and 5.9 percentage points among

recent immigrants. Employment rates among men display a similar pattern, falling much

more among recent immigrants than among the Canadian-born.

Table B3: Change in employment and unemployment rates of the Canadian-born and recent immigrants, by gender, 2008-
091 (percentage points)

Change adjusted for
age, education and 

Actual change location of residence

Men
Unemployment rate

Canadian-born + 2.1 + 2.0
Recent immigrants2 + 5.2* + 5.9*

Employment rate
Canadian-born – 2.4 – 2.1
Recent immigrants – 9.1* – 9.8*

Women
Unemployment rate

Canadian-born + 1.0 + 1.0
Recent immigrants + 1.8 + 2.0

Employment rate
Canadian-born – 1.0 – 0.8
Recent immigrants – 0.3 – 0.6

Source: Statistics Canada, Labour Force Survey; calculations by authors.
1 August to October.
2 In Canada five years or less.
*p < 0.05.
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Little decline in the employment rate, or rise in the unemployment rate, is observed among

women, whether immigrant or Canadian-born. This is likely because the recent recession was

largely a male-dominated event. Industries that mostly employ men were disproportionately

affected by the downturn. 

Annual earnings and low-income rates 
Turning next to annual earnings among immigrants aged 16 to 64 with full-time jobs (figure

B1) the trend over time is less encouraging than the trends for employment.27 While immi-

grants are able to obtain employment relatively rapidly, the quality of that employment at

entry has deteriorated appreciably over the last few decades. 

In empirical analyses, a distinction must be

made between comparisons of earnings

that take into account the characteristics of

individuals and those that do not.

Generally, compared with the Canadian-

born, immigrants have poorer outcomes,

and the decline is greater when characteris-

tics such as education and location of resi-

dence are taken into account. This is

because immigrants report higher levels of

educational attainment and tend to live in

urban areas where earnings are higher.

Without controlling for such characteris-

tics, the earnings of male entering immi-

grants during their first five years in

Canada were 90 percent of those of the

Canadian-born in the late 1970s, but the

proportion fell to 72 percent among those

entering in the early 2000s. After 11 to 15

years in Canada, the earnings of immi-

grants entering in the late 1970s had caught up to those of their Canadian counterparts, while

those entering in the early 1990s earned only 80 percent as much as the Canadian-born.

Statistical or econometric techniques can be used to take into account, for example, the

increasing educational advantage that immigrants have over their Canadian-born counter-

parts. Once these and other similar changes are accounted for, the picture looks worse. When

male immigrants are compared with the Canadian-born with similar characteristics (such as

education, age and marital status), as seen in figure B1, the cohort entering during the late

1970s had annual earnings that were roughly 85 percent of those of their Canadian-born

counterparts during the first five years in Canada (more specifically, the log of the ratio of

immigrant to Canadian-born earnings was 0.85). Among the entering cohort of men of the

early 1990s, this figure had fallen to 60 percent. This is a dramatic decline.
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Figure B1: Earnings1 of immigrants compared with those of
comparable Canadian-born, full-time, full-year male workers,2

by years since immigration, 1975-2004

Source: Census of Population.
1 Predicted values based on a model.
2 Aged 16 to 64.
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There was improvement during the late 1990s, but this was followed by deterioration again in

the early 2000s. And while there is some indication that the growth rate of earnings in the

years immediately after immigration has increased among more recent entering cohorts, they

may not catch up to their domestically born counterparts during their working lifetime.

Similar trends are observed for women. 

The declines in employment and earnings were accompanied by a rise in the low-income rate

(figure B2). In 1980 the pretax and posttransfer low-income rate calculated using Statistics

Canada’s low-income cut-off was roughly the same among both immigrants and the

Canadian-born, at around 17 percent.28 Abstracting from the obvious variation due to the

business cycle, the low-income rate rose among immigrants while falling among the

Canadian-born over the subsequent quarter century. By 2005 the rate was 22 percent among

immigrants and 13 percent among the Canadian-born.

The increase in the low-income rate was

particularly pronounced among recent

arrivals, as noted by Picot, Lu and Hou

(2009). Between 1980 and 2005 the rate fell

by 4 percentage points among the

Canadian-born, while rising 4.6 points

among immigrants. Among immigrants

who had been in Canada for less than 5

years, as well as those in Canada for 11 to

15 years, the rate rose by 11.4 points.

Immigrants in Canada for more than 20

years resembled the Canadian-born, as

their rate fell 3.4 percentage points. In

addition, the low-income rate increased lit-

tle among immigrants from the traditional

source regions (such as Western Europe and

the United States); the majority of the

increase was concentrated among immi-

grants from the newer source regions (such as China, India, other Asian nations and Africa). 
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Notes
1 Since 1978 Quebec has had its own admission system for

immigrants under the Cullen-Couture Agreement for those
who declare an intention to reside there, and since 1991
Quebec has had sole responsibility for the skilled worker
class (Grenier 2003). Our tables and figures combine the
Federal Skilled Worker Program and the Quebec Skilled
Worker Program to provide a picture of the total immigra-
tion flows to Canada. 

2 It is useful to distinguish between occupational (or skill) and
labour shortages. Even when there is no labour shortage – that
is, the number of unemployed or underemployed Canadian
residents looking for jobs is more than sufficient for the num-
ber of job openings – there may be an occupational or skill
shortage if available workers do not have appropriate training
or skills for the jobs that are open. Domestic skill shortages are
transitory when education or training programs are available
and wages go up because of the shortage, but governments
may view the adjustment time for the domestic labour force as
excessive and may decide to fill the gap through immigration.
This, of course, affects domestic workers’ and institutions’ edu-
cation and training decisions, and may have an impact on
workers’ wage or earnings growth and geographic mobility. 

3 In 1980, 10 percent of entering immigrants aged 16 to 64
had a university degree. By 1990, the proportion was 18 per-
cent, and it skyrocketed during the 1990s to 44 percent by
2000, where it has more or less remained. 

4 Differences that are sometimes unnoticed, but are extremely
important, exist between definitions of the variables and the
samples employed for analysis in various studies. These ana-
lytical choices drive differences in results, but with appropri-
ate interpretation the variety of approaches paints a fuller
picture than would otherwise exist. Two particular choices are
probably most important. First, the choice of the outcome
variable is relevant. For example, some research defines earn-
ings to include only wage and salary income (that is, employ-
ment income), whereas other research studies the sum of
employment and self-employment income. Since immigrants
are more likely to be self-employed, this difference is not
innocuous. In other situations researchers look at income
from a variety of additional sources, including social transfers
such as unemployment insurance and/or investment income.
Clearly, readers need to be conscious of these analytical
choices in interpreting results and reconciling them across
studies. 

Second, there are substantial differences in the sam-
ples selected for analysis in various studies. Some focus on
workers who have substantial labour force attachment: for
example, full-time full-year workers with some minimum
number of weeks of work. In other studies, those with any
employment income, for instance, are included in the sam-
ple for analysis; yet other researchers draw an even broader
sample and include all individuals in a relevant age group
regardless of labour force status and assign zero dollars, or
one dollar, of income to individuals who are not employed. 

There is no “right” or “wrong” approach, but it is
important to ensure that the substantive policy question
being considered matches up with the analytical choice
made. For example, if the policy question concerns the
entire flow of immigrants, then it is probably not sensible to
focus only on the employment earnings of full-time full-
year workers, since this group, with this measure of labour
market success, is not representative.

5 They also find, perhaps surprisingly, that the language skills
of new immigrants do not affect the rate of return to their
preimmigration experience, which is important since the
loss of the value of preimmigration experience is one of the
central determinants of the decline in immigrant labour
market outcomes. In contrast, the same language skills do

make it easier for immigrants to get work in Canada that
matches their occupation in their home countries. 

6 Ministerial instructions are a new management tool intro-
duced in the 2008 federal budget, which amended the IRPA.
That budget established a new framework allowing for occa-
sional specific directives, and ministerial instructions have
been used to, for example, set application criteria and pro-
cessing priority. 

7 However, personal characteristics related to employment,
wage and productivity outcomes differ between immigrants
and the Canadian-born, and, as the authors acknowledge,
these were not taken into account.

8 Here the term “second generation” refers to children born
in Canada with at least one immigrant parent. Note that
immigrants who arrive as children, sometimes called the
“1.5 generation,” are more like second-generation than first-
generation immigrants. On average they have excellent
labour market outcomes. 

9 In popular discussion, aggregate GDP growth is sometimes
confused with GDP growth per capita, but it is important to
keep the two distinct. For immigration to be beneficial for
the current population, GDP must increase proportionately
more than the population does following the arrival of new
immigrants. Of course, GDP is a very limited measure of
welfare, but for most of the points made here the actual sta-
tistics employed to measure welfare are not material. 

10 There is a debate about whether it is appropriate to take dis-
tinct measurements in different regions or cities independ-
ently, or whether there are “ripple effects” from migration
in one location to others so that the appropriate unit of
analysis is the nation. Overall, however, while the results
sometimes differ in direction, the average effects do not dif-
fer in magnitude. All are small, sometimes not statistically
different from zero. However, the effects measured for par-
ticular subgroups of the population sometimes diverge sub-
stantially from the average.

11 This implies that new, mostly prime-age immigrants are fol-
lowed only in their taxpaying working lives and not in their
benefit-receiving retirement years. The results cannot, there-
fore, be thought of as a long-run equilibrium.

12 For broader summaries of this topic see Green and Green
(1999), Sweetman and Warman (2008), and their citations.
In the international context a recent synthesis of applied
research focusing on a particular moderate-size economy –
New Zealand — is Hodgson and Poot (2010). In the UK, the
House of Lords Select Committee on Economic Affairs
released a report in 2008, and Dustmann et al. (2006) look
at local labour market effects.

13 Temporary foreign workers are required to have 24 months of
work over the 36 months before making an application, and
foreign students must have 12 months of work experience
following a minimum two-year post-secondary degree. The
work needs to be in either managerial or professional occupa-
tions (NOC O or A) or technical occupations and skilled
trades (NOC B). Minimum language criteria are also enforced.

14 Previously, the evidence that a candidate for immigration
could present to demonstrate language ability included this
test but also other documentation that did not provide a
comparable and reliable assessment of actual language ability. 

15 These retention rates may not be comparable, since we do
not know how long immigrants who enter under the PNP
program and who are  still in Canada in 2008 have actually
been in Canada. The “years in Canada” of PNP entrants in
Alberta/BC and those in the Atlantic provinces may differ.
Since “years in Canada” affects the retention rate, differ-
ences between provinces could render the comparison of
retention rates less than perfect.

16 Again there may be difficulties in these comparisons. Earnings
may vary depending upon the year of entry and economic
conditions at the time, and the CIC evaluation does not indi-
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cate the year of entry of provincial nominees by province. We
simply know that they entered sometime between 2000 and
2007. Variation among provinces in the year of entry could
render the comparison less than exact. Also, since the cost of
living varies by province and urban/rural status, gaps in wages
do not necessarily reflect gaps in standards of living. 

17 For those in the queue, priority processing is, however,
problematic since continuously prioritizing new groups
means reducing the processing speed of earlier (potentially
previously prioritized) groups. Each new ministerial
instruction reduces the processing priority of existing
applications.  

18 Although the old-age dependency ratio is set to start rising
more steeply in the near future, Canada is now experiencing
a “golden age” in terms of the total dependency ratio, since
the young-age dependency ratio has declined from what it
was in previous decades. The total dependency ratio is now
near its historic minimum. 

19 Another relevant and potentially conflicting issue is that the
cohort born at the peak of the baby boom echo is currently
entering the labour market in the wake of a significant
recession and may therefore have a very difficult time; in
addition, the number of immigrants admitted rose in 2010
(see table A1) even though the country was still recovering
from a recession. 

20 Those with skilled trades qualifications might flow primarily
through the CEC, since the current FSWP makes it difficult
for them to enter, and measuring their skills using a points
system might be difficult.

21 However, some points may be allocated to the principal
applicant for the spouse’s characteristics. 

22 These trends can be observed by comparing the 2010 levels
with the targets for 2011 and 2012. About 120,000 immi-
grants entered Canada under the FSWP in 2010 (the target
range was 66,750 to 71,400); the target range for 2011 was
only 47,000 to 47,400, and that for 2012 is 55,000 to
57,000. The PNP welcomed 36,000 immigrants in 2010, and
in both 2011 and 2012 the targets are 42,000 to 45,000.
Similarly, about 4,000 entered under the CEC in 2010, and
the 2011 and 2012 targets are 6,000 to 7,000.

23 The number of entries into Canada in this program rose
from 2,300 in 2002 to 25,700 in 2008, declining to 14,900
in 2010.

24 This number rose from 3,500 in 2008 to over 7,000 in 2010. 

25 Although some of the TFWP details have varied over time, in
broad terms it has the following subcategories. First, the
Seasonal Agricultural Worker Program (SAWP), established in
1966, covers workers from Caribbean countries and Mexico.
Second, workers in the Live-in Caregiver Program look after
children and elderly or disabled persons. Unlike the SAWP,
this program may be a bridge to permanent status and citi-
zenship. Third is the Pilot Project for Occupations Requiring
Lower Levels of Formal Training (NOC C and D); fourth’s the
Federal Skilled Worker Program. The latter has added advan-
tages such as spousal work permits. And fifth, there is also a
diverse array of “other” programs and “nonprogram” tempo-
rary foreign workers, since a large number do not fall into
the first four categories. Foreign residents in a wide variety of
occupations do not need a work permit, and some occupa-
tions require a work permit but not a labour market opinion
(LMO). Also, under trade agreements such as the North
American Free Trade Agreement, business visitors require nei-
ther an LMO nor a work permit and, in fact, they are not
always registered and their numbers are not fully known.
While some categories face tight restrictions, other tempo-
rary residents — for example, spouses of temporary foreign
workers in the high skill program or spouses of foreign stu-
dents here for at least six months — can work without occu-
pational restrictions. High-skilled temporary foreign work in
Canada has clearly grown, largely because of changes to gov-
ernment policy and practice that have reduced the cost to
employers. Whether this is beneficial for the standard of liv-
ing of Canadians as a whole is not known, although there
are clearly some Canadians who benefit. This growth is likely
to continue since any such legal work in a high-skilled occu-

pation has taken on a new value to potential permanent
migrants with the introduction of the Canadian Experience
Class. 

26 Relative measures are more useful than the rates themselves,
since they implicitly control for business cycle fluctuations
by using the Canadian-born rates as benchmarks, although
immigrants may be somewhat more sensitive to the busi-
ness cycle. It also controls for any policy changes in the
same way for both groups. Some of this material can also be
found in Picot and Sweetman (2011a,b). 

27 Annual earnings are the product of hours of work and the
average hourly wage, and are sensitive to changes in both.

28 Transfers include such items as employment insurance or
social assistance benefits, the GST rebate and the national
child tax benefit. 
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