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Abstract

What are the migration policy lessons that can be learned from the Spanish case?
Unlike countries with a large tradition of receiving immigrants, in Spain having a
high-school degree does not give immigrants an advantage in terms wage or
occupational assimilation (relative to their native counterparts). This paper discusses
the potential explanations behind this result and analyzes the consequences of this
result in terms of migration policy recommendations.
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Introduction

Much of the literature on immigrants’ assimilation has focused on countries with a
long tradition of receiving immigrants'. Most of these studies find that after an initial
adaptation period, immigrants’ earnings and employment choices converge towards
those of similar natives. Moreover, the evidence shows that assimilation is directly
related with immigrants’ skill level. In contrast, not much is known on how immigrants
adjust to an economy with little experience as a host country. Nonetheless understand-
ing immigrants’ assimilation process in such circumstances can be of most policy rele-
vance, especially in the midst of the new immigration flows towards countries other
than the most traditional countries receiving immigrants. Indeed Southern European
countries have recently experienced a preponderance of migrants in their territory
(Reher and Silvestre, 2009).

In this paper, we propose to use Spain as a quite unique experience to analyze such
issues as the country experienced an unprecedented immigration boom in a short
period of time—with immigrants representing from 1% of the population in 1990 to
12% in 2009. Given the impressive inflow of immigrants that Spain has experienced in
the last ten years (on average, an annual flow of immigrants of 500,000 per year), the
assimilation process of immigrants is an important issue not only for economic, but
also for social reasons. Moreover, the experience of Spain ought to be of interest to
policymakers of other Southern European countries that share common cultural affin-
ities (such as, the strong family-orientated values associated with a low degree of
individualization—Flaquer, 2000); similar socio-economic circumstances (such as, rigid

labor and financial markets, important underground economy, low productivity
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growth, and excessive borrowing —Garicano, 2008; Andrés, 2009; de la Rica, 2009; Estrada
et al.,, 2009; and Cufat and Garicano, 2009); welfare commonalities (such as, the mix of
universalistic health-care and education systems with professional pension schemes, the
high degree of institutional fragmentation, and the lack of an explicit family policy as evi-
denced by a very limited number of family-friendly social provisions—Guillén, 1997;
Ferrera, 1996; Rodriguez-Planas, 2012); and a recent preponderance of illegal migration
and weak governmental capacity to regulate immigrants’ inflows—Castles and Miller,
2003; Arango, 2004; Solé, 2004; Martin et al., 2006).

Unlike the findings from countries with a long tradition of receiving immigrants
(summarized in Section 2), Section 3 of this paper presents evidence that skilled immi-
grants in Spain do not assimilate as well as low-skilled ones. It is important to note that
we are not the first to find evidence that in Spain the recent wave of immigrants has
suffered from over-education. One of the first studies to explore this question is that of
Amuedo-Dorantes and de la Rica, 2007. Using 2001 decennial Population Census data,
these authors find evidence of immigrants’ progressive employment and occupational
mobility as their residence in Spain increases. Unfortunately, due to data limitations,
their analysis focuses on immigrants who arrived during the second half of the 1990s
and, therefore, misses most of the massive recent inflow of immigrants® Using cross-
sectional data from the 1996 to 2005 Spanish Labor Force Survey, Fernindez and
Ortega 2008, find that although the Spanish labor market is able to absorb immigrants
within 5 years after arrival, it does so at the expense of allocating them in fixed-term
contract jobs for which they are over-qualified. Similarly, Sanrom4 et al. 2009, find that
non-EU15 immigrants in Spain suffer over-education, in both incidence and intensity,
and that the process of assimilation is very low. Using panel data from Social Security
records, Izquierdo et al., 2009, find that, despite a sizeable and significant wage gap re-
duction between legal immigrant men working in wage and salary jobs in the formal
sector and their native counterparts within the 5 years after arrival to Spain, full assimi-
lation of wages does not take place as a 15 percentage points wage differential remains.
The novelty of the current paper is that by doing the analysis by skill level an interest-
ing new insight emerges, namely that having a high-school degree does not give immi-
grants an advantage in terms occupational or wage assimilation (relative to their native
counterparts). After exploring the potential reasons behind this result in Section 4, this
paper concludes with a discussion of the policy consequences for the Spanish case.

Skilled versus unskilled migration?

Many countries prioritize skill-based immigration because much evidence shows that
the migrant-native wage gap is smallest for the highest skilled workers upon arrival and
convergence increases with immigrants' educational level. Similarly, studies analyzing
the occupational adaptation of immigrants usually finds that assimilation is directly
related with immigrants’ skill level.

For instance, in the 1980s and early 1990s in Canada where the immigration point
system was used to select migrants based on their education and experience, Green,
1999, finds that male immigrants undergo a rapid adjustment within the first 3 years
after arrival, moving first into and then out of non-employment and less skilled jobs
and toward the more skilled occupations indicated in their original intentions during
the skill assessment. While Green finds little evidence of immigrant men being
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underrepresented in more skilled occupations relative to native-born workers with
similar education and experience characteristics; he does find that those male immi-
grants who did not undergo a skill assessment when they entered Canada or were not
fluent in English or French were much more likely to be in low-skilled occupations and
to be less mobile over time (relative to their native counterparts)®.

Similarly, Borjas, 1992, examines data on several immigrant attributes, including oc-
cupation in the United States using the 1940, 1960, 1970, and 1980 Censuses. He finds
that, in the 1970 Census, immigrants arriving in the previous 5 years were more likely
to be in managerial and professional, service, and laborer jobs relative to the native
born, and that they were under-represented in "precision production, craft and repair"
jobs and in the primary sector. However, he finds that, by 1980, the most recent immi-
grants were no longer over-represented in managerial and professional jobs but instead
they were slightly over-represented in primary and farming jobs. Similar results have
been found by Card and Dinardo, 2000; and Card, 2005. These authors explain that this
shift in the composition of immigrants is to a large extent explained by US immigration
policy, which went from establishing national origin quotas with a strong bias in favor
of Northern Europeans prior to 1965, to establishing preferences for people with family
members already in the country®.

Overall research from countries with a long tradition of receiving migrants finds that
assimilation is directly related with immigrants’ skill level. Bauer and Zimmermann,
1999, find that migrants with higher skill levels face sharper deteriorations in their rela-
tive labor market position at the time of immigration to Germany, but are also able to
reach their original occupational status much faster than low-skilled immigrants. Re-
cently, Toussaint-Comean 2006, has analyzed the occupational assimilation of Hispanic
immigrants in the US using panel data and has found that the degree of assimilation is
higher for those with at least some college education—while for those with a high-
school degree or less convergence is modest at most.

A related issue in this literature is the imperfect portability of human capital
(acquired abroad) and the relevance of the national origin of an individual’s education
and experience in determining the individual’s value in the labor market. Using data
from Israel, Friedberg, 2000, demonstrates that the most important factor determining
the gap in the standard human-capital-corrected earnings of immigrants and natives is
the source of their human capital. She finds that human capital is imperfectly portable,
and that the national origin of an individual’s education and experience is a crucial de-
terminant of her value in the labor market. Similarly, Greenand Worswick, 2002, find
zero returns to foreign experience for recent immigrant cohorts but show that, in
Canada’s case, this is a change from the early 1980s when immigrants earned returns to
foreign experience that were similar to what the native born were earning for domestic-
ally acquired experience. Again, much of this change over time is related to changes in
the source country composition of the inflow. More recently, similar results are found
for immigrant women in Canada (Wanner and Ambrose, 2003) and the United States
(Ozden and Neagu 2007). Moving to Europe, Hartog and Zorlu, 2009, recently found
that higher education acquired at home for refugees in The Netherlands did not gener-
ally pay off during the first five years in the Dutch labor market. In Spain, Sanroma
et al. 2009, analyze the difference in returns to human capital acquired abroad for both
immigrant men and women and find that the degree of transferability depends on the
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geographic origin, as transferability is greater for countries that are highly developed or
have a similar culture or language, and lower for developing and those with more dis-
tant cultures.

While most of the assimilation literature focuses on males, papers on women
migrants are relatively scarce. One of the reasons for this is that most of the analysis
on assimilation does not study joint labor market participation and performance deci-
sions, even though the participation decision is endogenous. Ozden and Neagu 2007,
are among the few papers to address this issue by analyzing jointly immigrant women’s
participation and performance in the U.S. labor market. Overall, most of the assimila-
tion results found for men hold for immigrant women—Schoeni, 1998; Cobb-Clark,
1993; and Ozden and Neagu 2007. However, as Boyd 1984, 1992, explains, immigrant
women face entry into a labor market that penalizes them twice because of their immi-
grant status and their gender. In addition, this author points out that, with the demands
placed on women for work in the home, employment in the labor market represents a
double burden that may prevent many immigrant women from learning the language
of the host country, and hence condemning them to the ethnic employment niches. As
such, Lindley, et al., 2006, find that women born overseas who arrived as adults to the
UK were 16 percentage points less likely to be employed than their native counterparts
even 5 years after arrival.

An interesting pattern of “family investment strategy” among low-skilled European
women immigrating to Canada prior to 1973 and among women immigrating in the
US seems to emerge. Indeed, several authors have found that, in those countries, the
earnings of immigrant women are higher than those of native women around the time
of migration in the U.S and Canada—Long, 1980; Beach and Worswick, 1993; Baker
and Benjamin, 1994 and Baker and Benjamin, 1997; Wanner and Ambrose, 2003; and
Ozden and Neagu 2007. These authors suggest that these immigrant women work
harder than their native counterparts to help their families become established in the
host country and to assist their husbands in obtaining language skills and credentials
before they themselves entered the host country labor market.

The Spanish case

At least four reasons explain the Spanish immigration boom, which changed the
composition of migrants in Spain over time, with EU-15 migrants losing weight
over South Americans and migrants from the EU-enlargement countries. First,
Spanish booming economy and the social promotion—in the form of increased
education levels and higher labor force participation—of its national (especially fe-
male) population generated a demand for foreign workers (Carrasco et al. 2008a,
b; and Farré et al, 2011). Second, its physical proximity to northern Africa and
Eastern Europe places Spain close to countries that supply immigrants. Third, its
shared language and historical pass with Latin Americans facilitates the social and
cultural assimilation of immigrants from this continent, as illustrated by the fact
that close to 50% of the immigrants are from Latin America. Finally, Spanish
weak governmental capacity to regulate immigrants’ inflows and several generous
amnesties that have granted legal residence to illegal immigrants have de facto
converted Spain in an immigrant friendly country (Dolado and Vézquez, 2007;
Izquierdo et al., 2009, among others).
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Spain has not had an active policy of attracting immigrants. As early as 1985, Spain
imposed severe restrictions on non-European Union foreigners who wanted to establish
Spanish residency and citizenship®. Beginning 1993, further tightening took place with
tougher restrictions on work and residency permit renewals and the implementation of
immigration quotas system, which limited the entry of foreigners to about 30,000
immigrants per year. At the turn of the century, Spain updated its immigration legisla-
tion and assimilated it to that of other European countries. However, the free-entrance
of foreigners as tourists together with a lax implementation of immigration laws and
several generous amnesties that have granted legal residence to illegal immigrants
(1985, 1991, 1996, 2000, 2001, and 2005) have converted Spain in an attractive destin-
ation for immigrants. In fact, the most common way of obtaining legal status in Spain
during the past two decades has been through amnesties. Most frequently immigrants
arrived in Spain either illegally or as tourists, and they were subsequently granted legal
status through the multiple amnesties —see Amuedo-Dorantes and de la Rica, 2005,
2007, Dolado and Vézquez 2007, and Izquierdo et al., 2009°. Between 1985 and 1991,
as many as 150,000 immigrants regularized their status; between 1996 and 2001, a total
of 400,000 immigrants did the same; and in the last amnesty, that of 2005, as many as
550,000 immigrants got their residence permits.

Occupational assimilation analysis by skill level
Using cross-sectional data from second quarter of the Spanish Labor Force Survey
(LES) from the years 2000 to 2008 and focusing on individuals between 19 and 65 years
old, we first analyze the occupational assimilation of immigrants using a synthetic co-
hort analysis as in Green 1999”%. Immigrants are defined as foreign-born workers who
do not have the Spanish nationality. One of the strength of the LES is that it is sup-
posed to include both legal and illegal immigrants, in contrast with alternative datasets
that only cover legal ones, such as the data from data from Social Security Records or
the Wage Survey Structure. That said, the potential under-reporting of illegal immi-
grants is likely (as the LFS is voluntary, in contrast with the Census, which is
mandatory) especially before an amnesty. Similarly, return migration related (or not) to
an amnesty may also be worrisome, as both return migration and under-reporting of
immigrants may generate deterministic biases in our analysis. Sensitivity analysis sug-
gest that amnesties ought not to be a major concern in our analysis—similar results are
found by Amuedo-Dorantes and de la Rica, 2007; and Ferndndez and Ortega 2008°.
Figure 1 shows the occupational distribution changes with time since arrival in
Spain for a given cohort of migrants relative to observationally equivalent natives.
More specifically it plots the net assimilation effect, which compares the changes
in the different occupational choices over time for a given immigrant (synthetic)
cohort to the changes for comparable natives, assuming that immigrants and
natives experience change in the economy in the same way. Panel A shows the
analysis for males and by education level, and panel B for females'® '*. The occu-
pational choices are the following five choices: "Not working", "Non-qualified",
"Qualified blue-collar”, "Other white-collar" and "Professional” occupations. Our
methodological approach captures the participation decision by including the “Not
working” category, which includes both the unemployed and persons out of the
labor force, as one of the possible occupational choices. This approach resembles
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Figure 1 Change in Occupational Predicted Probabilities with Time in Spain (Net of Changes
Observed in Native Population). A: Males by Educational Level (LFS 2000-2008), B: Females by
Educational Level (LFS 2000-2008).

that of Lindley et al, 2006, who use a behavioral model for the choice of whether to take
paid work for ethnic women in the United Kingdom'>.

A positive estimate implies that there is an over-representation for a particular cohort of
immigrants in a given occupation category compared to that same cohort k years earlier
(net of the changes that have occurred within that same period among the natives). For in-
stance, in the top LHS panel of Figure 1A, the sixth bar height in the “blue-collar” category
indicates that immigrant men without a high-school degree who arrived in Spain in 2002
are 13 percentage points more likely to hold a job in a “qualified blue-collar” occupation in
2008 than in 2002 when they first arrived, relative to the change observed over the same
period in the same occupational category among their natives counterparts. The main find-
ings are summarized below.

For immigrant men without a high-school degree, the patterns observed in the “non-
qualified” and “qualified blue-collar” categories in the top LHS chart of Figure 1A suggest
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an assimilation effect as recently arrived immigrants adjust to the new economy. Within the
first few years after arrival, immigrants without a high-school degree first move from “not
working” to “non-qualified” jobs (as shown by the positive estimates for the “non-qualified”
category and the negative estimates for the "non-working" category). However, after 3 to 4
years after arrival, they begin to shift out of “non-qualified” jobs towards “qualified blue-
collar” occupations.

A very similar assimilation pattern is observed for male workers with a high-school
degree (as shown in the top RHS chart of Figure 1A). The differences across these two
education groups are practically inexistent, suggesting that having a high-school degree
does not give immigrants an advantage in terms of the process of assimilation in Spain
nor the occupations where they end up working in'?.

The assimilation pattern of low-skilled female immigrants--shown in Figure 1B—is
similar to that of men as they also move from the “not working” categories into the
“non-qualified” category during the first years after arrival. And we also observe some
“catching up” into the “other white-collar” category for these women.

Moving now to higher-skill workers, it comes as a surprise that the pattern of occupa-
tional assimilation of immigrant men with vocational training is strikingly similar to the pat-
tern observed for immigrant men with no high-school degree--shown in the bottom LHS
panel of Figure 1A. Immigrant men with vocational training shift into “non-qualified” occu-
pations during the first couple of years after arrival, and it is not until the third year after ar-
rival that they move into “qualified blue-collar” occupations. A similar pattern is observed
for immigrant men with a college degree, although their speed of assimilation towards
“qualified blue-collar” jobs takes place right at arrival and is faster as time in the host
country increases'?,

For immigrant women having a vocational degree or a university degree seems to help in
that some assimilation towards the “other-white collar” occupations seems to take place 3
years after arrival. However, the persistent large flows out of “non work” into “non-qualified”
occupations (even after 5 years in the host country) reflects that many of these low-skilled
immigrant women are relegated to domestic services or nursing-home care (Farré et al,
2011). Finally, some evidence of “family investment strategy” is observed among immigrant
women in Spain as they are much more likely to be working than their native counterparts.
The only exception to this is for women immigrant with a university degree who are over-
represented in the non-working category.

There are very few differences in the assimilation process of Latin American and
Eastern Europeans immigrants (estimates shown in Alcobendas et al., 2012), suggesting
that language has little effect in terms of speeding assimilations. Perhaps worth high-
lighting is that African high-school dropouts' shift out of the “non-qualified” category
and into the “qualified blue-collar” category takes longer than that observed for other
immigrants without a college degree.

Caveats from our labor force survey analysis

At least two concerns emerge. First, our estimates may be biased due to the cross-
sectional nature of our data. Estimates from cross-sectional data may be biased if
the quality of the different cohorts of immigrants changes over time. Even if the
quality of the different cohorts does not change, synthetic cohort estimates may be
biased if there is selective permanent out-migration and selective back-and-forth
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migration between the immigrants’ host and home country. For example, several
authors have found that a failure to adjust for emigration leads to an overestimation
of the wage assimilation among migrants who actually remain in the country as the
low-earnings immigrants are more likely to emigrate than high-earning ones—Edin
et al, 2000; and Lubotsky, 2007. Although Constant and Massey, 2002, and
Izquierdo et al,, 2009, do not find evidence that cross-sectional data overestimates
wage assimilation in Germany and Spain, respectively.

Second, occupational assimilation is not as standard in the literature as wage assimi-
lation. Thus, it would be interesting to explore whether the earlier results suggesting
that a high-school degree does not do much in terms migrants' occupational assimila-
tion in Spain also holds when instead of occupational assimilation we study wage as-
similation. As information on wages is not available in the Spanish LFS, we use the
longitudinal Social Security data from the 2008 wave of the Continuous Sample of
Working Histories (hereafter CSWH) to analyze wage assimilation between immigrants
and similar natives by skill-level in the next sub-section.

Wage assimilation analysis by skill level

We follow Izquierdo et al., 2009, and restrict our sample to wage and salary workers
who work full-time. As these authors do, we focus on men because we are concerned
of potential sample selection bias among (native) women as they are more likely to
move in and out of the labor market, and therefore may be lost in the CSWH'®. An im-
migrant is a person who does not have Spanish nationality.

The paper uses daily wages that are computed as the ratio between monthly earnings
and the days worked in a particular month. Experience is measured as years after the
first entry in the labor market. We also estimate potential experience abroad for immi-
grants by removing from the age of entry in Spain, the potential age of entry in the
labor market in the origin country, where potential age of entry in the labor market in
the country of origin is 16 if the person does not have a university degree and 22 if the
person has a university degree. For natives, the age of entry in Spain is the age of the
person at the moment of the first Social Security contribution.

The only variable recording education in the CSWH comes from the Spanish Munici-
pal Registry of Inhabitants and was last updated in 1996, which leads to important
underestimates of true education—especially for natives relative to immigrants as the
latter are much more likely to have registered their education in a later date. Because
of this we use the CSWH’s own classification of skills required to perform their job--
assuming that if the immigrant (or native) has a job requiring a college degree, the em-
ployer has recognized such degree. Thus, the analysis is done separately for three differ-
ent sub-populations: (1) those working in low-skilled jobs (not requiring a high-school
degree); (2) those working in medium-skilled jobs (requiring a high-school degree); and
(3) those working in high-skilled jobs (requiring a university degree)'®. The major dif-
ference between this dataset and the LFS is that now only individuals working in the
formal sector and for a wage and salary job are included in the analysis.

Table 1 shows unconditional median daily wage differentials between migrants and
natives by skill level as a function of the time spent in Spain by migrants. Since the
average migrant entered in Spain at age 25 to 30 years old and with 12 years of experi-
ence, a comparable native at t =0 is someone with 12 years of experience. We choose
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Table 1 Median wages, males by educational level, 2008 MCVL

Spaniards no UE-15

1979-1982 1991-1995 2001-2005

€/day €/day Differential €/day Differential
High school drop outs
0 45,7 296 —35,3% 334 —26,9%
1 47,6 30,5 —36,0% 349 —26,6%
2 48,5 311 —35,8% 36,3 —25.2%
3 494 31,7 —-35,7% 37,0 —-252%
4 494 32,7 —-33,8% 38,1 —22,9%
5 50,6 33,7 -33,3%
6 514 350 -32,0%
7 52,3 349 -33,3%
8 536 36,0 —-32,9%
9 54,8 374 -31,7%
10 553 375 -32,2%
High school graduates
0 5242 320 —38,88% 334 —-36,19%
1 54,64 31,7 —41,97% 354 —35,29%
2 5597 319 —42,98% 371 -33,71%
3 57,83 33,1 —42,80% 378 —34,60%
4 60,88 357 -41,31% 39,2 —35,66%
5 64,58 34,2 —47,03%
6 6541 364 —44,39%
7 67,32 352 —47,65%
8 68,95 375 —45,61%
9 69,79 40,0 —42,74%
10 71,23 389 —45,45%
University degree
0 62,3 36,57 —41,28% 328 —47,27%
1 67,2 37,22 —44,63% 357 —46,89%
2 75.2 38,48 —48,85% 370 -50,79%
3 820 31,44 —61,65% 39,1 —52,34%
4 880 34,28 —61,03% 424 —-51,83%
5 88,5 47,51 —46,29%
6 89,5 43,09 -51,85%
7 92,1 47,18 —48,75%
8 95,6 40,86 —57,24%
9 95,5 4245 —55,54%
10 94,2 46,90 -50,21%

the generation of natives who entered the Social Security records between 1979 and

1982 to have a relatively long labor market history to look at. Focusing first on natives,

we observe that there are returns to education at labor market entry. For instance,

when they first enter the labor market natives working in jobs requiring no high-school

degree earn 15 percent lower wages than those working in jobs requiring a high-school

degree, and these workers earn 19 percent less than those working in jobs requiring a

college degree. Moreover, natives’ returns to education grow faster the higher their

human capital. Natives working in jobs requiring no degree see their wages increase by

Page 9 of 20
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21 percent over a decade, compared to the 36 percent increase experienced by those in
jobs requiring a high-school degree, or the 51 percent increase experienced by those in
jobs requiring a college degree.

Focusing now on the wage penalty immigrants face at arrival (relative to similar
natives), we observe that the initial penalty that migrants face increases with skill
level. Estimates from column 3 reveal that while low-skilled migrants arriving in the
1991-1995 earn 35 percent lower wages than similar natives at arrival, medium- and
high-skilled migrants earn 39 and 41 percent lower wages than their native counter-
parts, respectively. Similar findings emerge for the cohort of migrants arriving in the
2001-2005 period. At arrival, low-skilled migrants earn 27 percent lower wages than
similar natives, while medium- and high-skilled migrants earn 36 and 47 percent
lower wages than their native counterparts. Moreover, estimates from Table 1 also
reveal that the immigrant wage penalty only decreases over time for low-skilled
migrants. In contrast, it increases with time in Spain for medium- and high-skilled
migrants. For instance among high-skilled migrants arriving in the 1991-1995 period
see their median wage penalty increased from 41 percent in 1991 to 50 percent ten
year later.

Table 2 presents estimates from a log wage equation that controls for experience in
Spain and abroad, immigrant dummy, years since migration and its squared, and region
dummies. As identification of this equation is not possible because of confounding
effects between experience (which is much correlated with age), birth cohorts and time
effects (Deaton and Paxson, 1994), we restrict time-dependent shocks to be identical to
the NAIRU (see Beaudry and Lemieux, 1999, and Izquierdo et al., 2009).

The analysis is done for the three different groups of workers, based on their skill
level. The immigrant dummy shows the wage differential between immigrants and their
native counterparts at arrival. Upon arrival, we observe that the wage differential is lar-
ger the higher the skill-level required for a job. For example, we observe that, at arrival,
low-skilled immigrants earn 24 percentage points lower wages than their native coun-
terparts. In contrast, medium- and high-skilled immigrants earn 36 and 41 percentage
points lower wages than their native counterparts, respectively.

The coefficients from the “years since arrival” dummies show how the immigrant-
natives wage differential decreases over time. After 10 years in the country, the wage
gap has narrowed by 12 percentage points for low-skilled workers and 14 percentage
points for medium-skilled workers. While there is practically no difference in wage as-
similation between low- and medium-skilled workers over time, high-skilled workers
experience a higher wage convergence as their wage gap narrows 27 percentage points
after a decade in the country. In addition, we find that full assimilation does not occur,
as in Izquierdo et al. 2009, as a 12 percentage points wage differential remains for
workers in jobs requiring no degree, 22 percentage points remains for workers in jobs
requiring a high-school degree and 14 percentage points remain for workers in jobs re-
quiring a college degree. After the first ten years in the country, the coefficients on the
“years since migration” dummies either remain constant (for high-skilled workers) or
begin to decrease (for medium- and low-skilled ones).

The coefficients on the cohort of arrival dummies also reveal an interesting result.
There has been a quality upgrade since 1996 among low-skilled immigrant workers,
but a quality downgrade among the high-skilled immigrant cohorts arriving from 1991
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Table 2 Wage equation estimations at percentile 50 males by education level,
longitudinal 2008 MCVL

High school dropouts High school graduates University
Birth cohort < =1934 0.1717%% 0.359*** 0.039
(0.031) (0.050) (0.030)
Birth cohort 1935-1944 0.1771%%* 0.142%%* 0.082%**
(0.008) (0.014) (0.007)
Birth cohort 1945-1954 0.333%%* 0.234%%* 0.177%%*
(0.003) (0.005) (0.002)
Birth cohort 1955-1964 0.174%** 0.084*** 0.168***
(0.002) (0.003) (0.001)
Birth cohort 1965-1974 0.046*** 0.012%** 0.113%%*
(0.001) (0.002) (0.001)
Nairu —0.034*** —0.014*** —0.005***
(0.000) (0.001) (0.000)
Total experience 0.067*** 0.057%** 0.095%**
(0.001) (0.002) (0.001)
Total experience2 —0.008*** —0.004*** —0.006***
(0.000) (0.000) (0.000)
Total experience3 0.000%** 0.000*** 0.000%**
(0.000) (0.000) (0.000)
Total experience4 —0.000*** —0.000%** —0.000***
(0.000) (0.000) (0.000)
non EU-15 —0.236*** —0.362%** —0.408***
(0.019) (0.053) (0.022)
Years since migration 1_2 0.046%** 0.064%** 0.088%**
(0.007) (0.013) (0.008)
Years since migration 3_4 0.088*** 0.103%** 0.152%**
(0.007) (0.015) (0.009)
Years since migration 5_6 0.074%** 0.097%** 0.194%**
(0.009) (0.018) (0.011)
Years since migration 7_8 0.109%** 0.1271%%* 0.207%**
(0.011) (0.022) (0.014)
Years since migration 9_10 0.119%** 0.144%** 0.271%**
(0.016) (0.033) (0.020)
Years since migration 11_12 0.0971%** 0.1711%* 0.272%**
(0.022) (0.048) (0.026)
More than 13 years since 0.058*** 0.107** 0.268***
migration (0.021) (0.048) (0.022)
Experience abroad from 5-9 —0.092%** -0.058 —0.121%*
(0.007) (0.037) (0.008)
Experience abroad from 10-14 —0.123%** —0.125%** —0.203***
(0.006) (0.037) (0.009)
Experience abroad, from 15-19 —0.179*** —0.235%** —0.186***
(0.007) (0.037) (0.010)
More than 25 years of —0.215%** —0.302%** —0.262%**
experience abroad (0.009) (0.039) (0.014)
Arrival 1983-1985 —0.034 -0.133 —0.449***

(0.048) 0.115) (0.063)
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Table 2 Wage equation estimations at percentile 50 males by education level,
longitudinal 2008 MCVL (Continued)

Arrival 1986-1990 0.025 -0.077 0.333%**
(0.024) (0.049) (0.024)
Arrival 1991-1995 -0.023 —0.144%%* —0.167***
(0.020) (0.0471) (0.021)
Arrival 1996-2000 0.042** -0.029 —0.165%**
(0.018) (0.037) (0.020)
Arrival 2001-2005 0.052%** —0.005 —0.14717%%%
(0.018) (0.036) (0.020)
Arrival >2005 0.112%%* 0.038 —-0.002
(0.020) (0.039) (0.021)
Constant 8.668%** 8.438*** 8.473%**
(0.004) (0.007) (0.004)
R2 0,0342 0,0637 0,1074
Sample size 2,158,016 844,580 343,590

Note: Dependent variable: logarithm of daily wages. Regressions are estimated pooling natives and immigrants coming
from countries outside the EU-15. In addition, regressions include experience in Spain and abroad, the NAIRU (HP filter
on the original unemployment) and region dummies. See Appendix Table A.1 for complete list of coefficients. Restricting
time effects to certain macroeconomic variables has been widely used in the literature (see Beaudry and Lemieux, 1999).
*% <001, * p<0.05 *p<0.1.

to 2005 in Spain. No changes in cohort quality are observed among medium-skilled
workers, except for the 1991-1995 cohort, which was of higher quality.

Figure 2 plots the immigrants-natives wage differential for a representative cohort of
workers born between 1975 and 1984. Immigrants in Figure 2 arrived in Spain between
1996 and 2000 and had less than five years of experience abroad.

Figure 2 shows that at arrival high-skilled migrants earn 50 percentage points less
than similar natives and that this differential decreases 40 percent to 30 percentage
points ten year later. Among medium-skilled workers, the differential upon arrival is 45
percentage points and it decreases 22 percent to 35 percentage points a decade later.
Among low-skilled workers, the differential upon arrival is the smallest (21 percentage
points) and it drops 33 percent to 14 percentage points ten years later. Thus, although
the rate at which the gap narrows is greatest for the college educated, because the wage
gap upon arrival is larger the higher the skill required, ten years after arrival lower
skilled immigrants are faring relatively better than higher skilled ones when compared
to similar natives. Moreover, it is also interesting to note that, for this cohort, the rate
of convergence is lower for medium- than low-skilled workers, suggesting that having a
high-school degree does not buy migrants much in terms of wage assimilation (relative

to their native counterparts) in Spain.

Possible explanations for the Spanish results

We find, on average, practically no difference in wage assimilation between immigrants
in jobs requiring a high-school degree and those that do not. Similarly, we find that
having a high-school degree does not give immigrants an advantage in terms of which
occupations they work upon arrival or later on (relative to their native counterparts).
These findings contrasts with those from countries with dense migratory traditions. In
this section, we discuss possible explanations for these results and contrast them with

what is known about immigrants’ assimilation in Spain.
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Figure 2 Native-Immigrants Wage Differentials, Males by Educational Level, 2008 MCVL.

The first explanation for these results is that the assimilation process of immigrants
reflects the structural nature of the Spanish economic growth in the last decade, com-
bined with the weak governmental capacity of regulate immigrant inflows. For the last
decade, Spain has generated a much higher proportion of low-qualified jobs in the con-
struction sectors, food preparation and serving, and domestic services. Given that

immigrants’ reservation wage is much lower than that of natives—no matter their

Page 13 of 20
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educational level, especially if they are illegal immigrants, as most of them are when
they first enter the country—, and that most of them come to Spain to work, it ought
not to be a surprise that they present high levels of segregation in these four low-
skilled sectors, as several authors have found (Sanromad et al. 2009; and Gonzdlez and
Ortega, 2010). According to the skill-job matching theory, if most immigrants end up
in these low-skilled occupations, it is unclear whether their human capital would be
useful as it is often tied to a particular occupation and its transferability across occupa-
tions is limited. In addition, because little or no on-the-job training takes place in these
very-low-qualified jobs, it is unclear that higher educated immigrants permanently
working in such jobs would assimilate faster than the rest of immigrants. This is so, be-
cause assimilation requires learning, and this is not automatically given through an
educational degree. Moreover, upward occupational assimilation is likely to be difficult
as long as immigrants’ status remains illegal (or working in the informal sector).

On the other hand, if the transferability of human capital acquired abroad is imper-
fectly portable, the higher the homeland education the greater the gap between the na-
tive and the immigrant’s human capital, making assimilation more difficult among the
more educated immigrants'’. As human capital acquired abroad becomes more port-
able (because of its proximity), we ought to expect that this lack of convergence be-
tween immigrants and natives with a university degree fades away.

Alternatively, in an economy with a segmented labor market and with a large infor-
mal sector, such as the Spanish economy, one would also expect for immigrants to as-
similate faster if they are low-skilled'®. Under such view, workers with little access to
the primary labor market enter the secondary sector (or the informal sector) while
queuing for good wage and salary jobs in the formal sector. Since more vulnerable
groups of native workers, such as low-skilled workers, youth, and women, tend to be
concentrated in the secondary labor market and the informal sector—Kahn, 2007; and
Estrada et al., 2009, among others—, converging towards their occupational distribution
ought to be relatively easier for low-skilled immigrants than the convergence process of
high-skilled immigrants towards the occupational distribution of high-skilled natives,
who are likely to be concentrated in the primary labor market. Indeed, Fernandez and
Ortega, 2008, do find that the incidence of temporary contracts is much higher for
newly arrived male immigrants than for comparable natives, while it is very similar for
newly arrived female immigrants and their native counterparts.

An alternative and complementary explanation for this result is the need for certifica-
tion. Several occupations that require high levels of education also require certification
in the destination country. This is clearly the case in the Spanish labor market, and not
only for architects, physicians, or lawyers, but also for electricians, plumbers, and the
like. While certification may have a basis in country specific required skills, it also may
have elements of discrimination and job protection.

Yet another explanation is that immigrants may affect the labor market decisions of
natives with different skills through the presence of complementarities. In Spain, Farré
et al, 2011, find an important positive effect of immigration on the labor supply of
highly skilled native women. In particular, these authors find that the recent immigra-
tion flow can account for one third of the increase in the employment rate of college-
educated women during the last decade. The explanation for this positive effect is that
immigration has increased the local supply and decrease the price of market-provided
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services that are close substitutes with housework (such as cleaning, cooking or child
and elderly care). As a result, women who can afford to purchase these services may be
able to shift time from housework toward market work.

Similarly our findings are consistent with a shift towards less manual jobs among the
native male population compared to a shift in the opposite direction for male immi-
grants, providing some evidence that these two populations have become more comple-
mentary over time. Several recent papers have highlighted that native and immigrant
workers of similar educational attainment specialize in different occupations and there-
fore do not compete for the same jobs, explaining the small effect the inflows of immi-
grants on the wages of the less-educated natives in the U.S. (Ottaviano and Peri, 2006)
as well as in Spain (Carrasco et al., 2008b). For instance, Peri and Sparber, 2008, find
evidence of imperfect substitutability between natives and immigrants of similar educa-
tional attainment in the U.S. Dustmann, et al. 2008, also show that natives and immi-
grants in the U.K. of comparable skills do not compete for the same jobs, and Carrasco
et al., 2008b, and Amuedo-Dorantes and de la Rica, 2011, find evidence of immigrants
and natives being imperfect substitutes within skill categories in Spain. Perhaps more
importantly, Amuedo-Dorantes and de la Rica, 2011, find that the impact of immigra-
tion on the relative task supply of natives is twice as great in Spain as in the United
States. Moreover, these authors find that foreign-born workers only seem to have a sig-
nificant impact on the employment pattern of native workers of the same sex. More
precisely, foreign-born male (female) workers do not appear to be perfect substitutes of
similarly skilled native male (female) workers, which may help explain the null or small
impacts of immigration on native employment and wages. Instead, immigration appears
to have affected the task specialization and occupational distribution of natives of the
same gender.

Finally, prejudicial attitudes leading to discriminatory behavior could also produce
lower labor market attainments for member of visible minority groups, if such discrim-
ination takes the form of refusing to hire members of the minority group for certain
occupations for which they are qualified to work in. Since the degree of prejudice is
assumed to be a function of social and cultural distance, this view would predict that
economic discrimination would increase as a function of distance.

Consequences and policy recommendations
The study of the assimilation process of recently arrived immigrants in Spain by skill
level reveals two interesting novel results. First, using LES data, we find that upon ar-
rival all immigrants--including those with a college degree--are over-represented in the
“non-qualified” category, which includes jobs such as, janitors, entry position in con-
struction work, non-qualified laborers, among others. After 3 to 4 years after arrival,
immigrants begin to shift out of “non-qualified” jobs towards “qualified blue-collar”
occupations (for males) and "white-collar" occupations (for females). However, we find that
having a high-school degree does not give immigrants an advantage in terms of which
occupations they work upon arrival or later on (relative to their native counterparts).
Second, using an alternative longitudinal data set from Social Security records, we
analyze immigrants' wage assimilation (relative to similar natives) by skill-level. And we
find that, upon arrival, the wage differential is larger the higher the skill-level required for a
job. For example, we observe that, at arrival, low-skilled immigrants earn 24 percentage
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points lower wages than their native counterparts. In contrast, medium- and high-skilled
immigrants earn 36 and 41 percentage points lower wages than their native counterparts,
respectively. Moreover, we find that although wage assimilation (compared to similar
natives) is largest for immigrants in jobs requiring a college degree, there is practically no
difference in wage assimilation between immigrants in jobs requiring a high-school degree
and those that do not. Finally, we find that 10 years upon entry the formal labor market,
full assimilation of wages does not take place as a 12 percentage points wage differential
remains for workers in jobs requiring no degree, 22 percentage points remains for workers
in jobs requiring a high-school degree and 14 percentage points remain for workers in jobs
requiring a college degree.

As we have explained, it is likely that the weak governmental capacity to regulate im-
migrant inflows combined with the construction, tourism, and personal services growth
experienced by Spanish economy in the last decade explains the over-representation of
immigrants in low-qualified occupations (regardless of their educational level) and the
lack of upward occupational mobility. In addition, the large informal sector, the striking
segmentation of the Spanish labor market, the need for certification, the imperfect
transferability of human capital acquired abroad, and discrimination are likely to be
part of the story to a certain extent. Unfortunately, while a combination of the above
explanations may apply, without further data, we cannot differentiate between these
explanations and their relative importance.

Regardless of the explanation, several policy implications emerge. First, there is an ur-
gent need to properly design immigration policies such that they improve the selection
of immigrants who best match Spanish labor market conditions to avoid waste and ero-
sion of human capital. Moreover, it is most important to regulate these immigration
policies and insure that they are correctly implemented. Within this context, the pro-
motion of circular migration schemes, which allow the systematic and regular move-
ment of migrants typically seeking work between their homelands and foreign
countries, might be particularly useful especially among low-skilled workers. According
to Constant et al. 2011, circular migration is widely perceived as a potential “win-win-
win situation” that can help to relax the potential social tension from migration for at
least the following three reasons. First, circular migrants take advantage of better em-
ployment and payment opportunities in the host country; they optimize and re-
optimize their income, savings and assets strategies, and thus improve their economic,
social and personal situation at each stage. Second, for receiving countries circular mi-
gration is desirable because it may help to plug labor market shortages by matching ex-
cessive labor demand in host countries and excessive labor supply in sending countries.
And third, sending countries benefit from remittances sent by migrants abroad, and if
the better skilled return, they are highly valuable since they transfer knowledge
acquired abroad and bring back new ideas. As the German guests workers experience
from the late 1950s and 1960s and the Bracero US program for Mexicans during the
early 1960s have shown, immigration restrictions and enforced return migration often
result in an unintended increase of (illegal) immigrants. In contrast, free mobility and
the option to return to the hosting country would encourage circularity because immi-
grants who belong to these programs can return to the host country whenever desired,
they can search for and accept the best jobs offered — in the home or the host country
(Constant et al. 2011).
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Second, the legalization process of those illegal immigrants already in the country must
be clarified as their illegal status puts them in the most vulnerable situations and precludes
them from equity and anti-bias rights. Third, governments at all levels must be actively
involved in assisting immigrants to interpret their foreign credentials for employers, edu-
cating employers about immigrants’ potential value in the Spanish labor market, and facili-
tating the acquisition of Spanish credentials among immigrants lacking them. This implies
accelerating the process for converting foreign credentials into their Spanish equivalent. It
also implies improving the information on which credentials and from which universities
and colleges abroad are equivalent to Spanish degrees and which are not (that is, establish-
ing some type of ranking). Fourth, employment equity policies and anti-bias legislation are
key tools to reduce prejudice and shift values'®. Most of these efforts ought to be empha-
sized for immigrant women, as they seem to suffer greater segregation into the bad and
precarious jobs (and practically experience no upward mobility). Moreover, the fact that
many employment decisions of migrant women are strongly influenced by personal, cul-
tural and social preferences need to be carefully taken into account in the design of such
policies. Fifth, policy proposals aiming at reducing the informal sector and adding labor
market flexibility, on the one hand, and changing the structural nature of the Spanish econ-
omy, on the other, will most likely enhance an efficient allocation of labor, and improve
economic growth, respectively.

Endnotes

! Countries with a long tradition of receiving immigrants include: Australia (Chiswick
and Miller, 1995); Canada (Baker and Benjamin, 1994; and Hum and Simpson, 2000,
Hum and Simpson, 2004); Germany (Schmidt, 1992; and Constant and Massey, 2005);
Israel (Flug, et al., 1992; Friedberg, 2001; and Eckstein and Weiss, 2004, among others);
and the United States ( see Card, 2005 for literature review).

% As we explain later, because the ethnic composition of immigrants has shifted dras-
tically over the last decade in Spain, their findings are not necessarily transferable to
the current situation.

? Green (1999) excludes women from his analysis.

* A similar finding is observed in Sweden (Duvander, 2001).

® To have the legal status, immigrants were required to acquire a work and residency
permit that restricted them to work in a particular activity and geographic area only for
a year. In addition, immigrants were not granted any social benefit despite paying social
security taxes when employed.

® For instance in the 2000 amnesty to become legal aliens, immigrants had to provide
proof of one of the following: (i) residence since June 1st, 1999; (ii) having held a work
permit any time during the three-year period preceding February 1st, 2000; (iii) being
denied asylum before February 2000; (iv) having applied for any type of residence per-
mit before March 30th, 2000; or (v) family ties to legal residents or to individuals in
any of the previous categories.

" We exclude younger individuals because we want to focus on individuals who are
likely headed for the labor force in the near future and to avoid issues of non-
comparability of the experiences of young immigrants who received part of their basic
education in Spain and those who arrived at older ages. This restriction criteria is com-
mon in the literature, see Boyd, 1985; Kossoudji, 1989; and Green, 1999, among others.
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8 As the vast majority of immigrant flows has taken place from the late nineties onwards,
the immigrant samples are restricted to those entering in 1990 and after (as in Amuedo-
Dorantes and de la Rica, 2007, and Gonzalez and Ortega, 2008, among others).

? Results available from the author upon request.

19 For native-born individuals, the person is living in Madrid, aged 35 to 39 years old,
currently married. For immigrants, that person is from Latin America and arrived in
Spain in 2002.

"' We ran separate multinomial logit models (MNL) for immigrants and natives be-
cause many studies have pointed out the importance of taking into account differences
between immigrants and natives in their returns to human capital, and labor market
experience (Friedberg, 2001; and Fernidndez and Ortega, 2009). The MNL model per-
mits estimation of the effects of various characteristics of an individual on his choice
from among a set of alternatives that do not have a natural ordering, occupations in
this case. Notice that the MNL approach is not uncommon when analyzing a model of
occupational choice (see Green, 1999, Weiss et al., 2003; Wanner and Ambrose, 2003;
among others). Further details on the sample used and the methodology can be found
in Alcobendas et al., 2012.

2 Unfortunately our data do not identify in which country the educational degree
was obtained, precluding us from such type of analysis. Nonetheless, Sanromd et al.
2009, estimate that immigrants in Spain acquire the bulk of their human capital in
their home country (10.95 of their 11.1 years of education, on average, corresponds
to their home country), and they find that only 5.5% of immigrants get some school-
ing in Spain.

13 While high-school dropout natives have a fitted probability of being in either cat-
egory of about 8% and 9%, respectively; for high-school graduates these fitted probabil-
ities increase to 13% and 16%, respectively.

!* Notice that the flow out of the “professional” category reflects natives moving in
towards that category over time.

1> Spanish female participation is in the order of 65 percent but drops to 15-20 per-
cent after the birth of the first child. In contrast with other countries, this low partici-
pation rate among Spanish mothers does not increase as the youngest child ages
(Nollenberger and Rodriguez-Planas, 2012).

16 As immigrants have a higher probability of being over-qualified for their jobs than
natives, our estimates will be a lower bound on over-education.

17Borjas, 1999, develops a human capital model in which the extent to which high-
skilled immigrants improve their occupational profile is theoretically ambiguous be-
cause the benefits from greater “complementarity” between pre- and post-migration
human capital may be diluted by the “opportunity costs” of human capital investments
through forgone earnings.

"8The informal sector represents up one fourth of the GDP. Moreover, while two
thirds of the jobs in the formal sector are permanent with high-productivity growth,
good benefits and chances of promotion; as many as one third of them are temporary
jobs with little productivity, high turnover, no benefits or training (see Segura et al.,
1991, among others).

¥Darity and Mason 1998, have shown that in the US anti-discrimination laws have
played an important role in reducing discriminatory practices.
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