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ABSTRACT

Immigrants’ Assimilation Process in a Segmented Labor Market

While much of the literature on immigrants’ assimilation has focused on countries with a large
tradition of receiving immigrants and with flexible labor markets, very little is known on how
immigrants adjust to other types of host economies. With its severe dual labor market, and an
unprecedented immigration boom, Spain presents a perfect natural experiment to analyze
immigrations’ assimilation process. Using data from the 2000 to 2008 Spanish Labor Force
Survey, we find that immigrants are more occupationally mobile than natives, and that much
of this greater flexibility is explained by immigrants’ assimilation process soon after arrival.
However, we find little evidence of convergence, especially among women and high skilled
immigrants. This suggests that instead of integrating, immigrants are occupationally
segregating, implying that there is both imperfect substitutability and underutilization of
immigrants’ human capital.
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l. Introduction

Much of the literature on immigrants’ assimilation f@sused on countries with
a long tradition of receiving immigrants, such as Austrélihiswick and Miller, 1995),
Canada (Baker and Benjamin, 1994; and Hum and Simpson, 2000, 2@d#)ary
(Pischke, 1993; Schmidt, 1992; and Constant and Massey, 2005), (Bagatallo,
1979; Flug, Kasir and Ofer, 1992; Friedberg, 2001; and Eckstein amss 2904,
among others), and the United States (Chiswick, 1978; Bdrgs&§; Friedberg, 1993;
LaLonde and Topel, 1992; Borjas, 1995;; Hu, 2000; Lubotsky, 2000;epudand
Dowhan, 2002; Duleep and Regets, 2002; Card, 2005; and Blau and2R@inamong
others). In addition, despite the well known instdoél and labor market differences
existing across these countries, these economiessesgpreelatively flexible labor
markets, in sharp contrast with the segmented labdtatsafound in southern European
countries, transition economies or developing countridost of these studies find that
after an initial adaptation period due to lack of knowledgénan to locate job offers
(Chiswick, 1986; Manning, 2003; and Frijteatsal, 2005) and once offers are located,
difficulties in gaining recognition for credentials acqdiia the source country (Green,
1995), immigrants’ earnings converge towards those of natiVéisat is still an open
debate in this literature is whether and to what extdhtonvergence takes place—see
Card, 2005; or Fernandez and Ortega, 2008, for a thorough discasdioese issues.

In contrast, not much is known on how immigrants adjpisin economy with
little experience as a host country and in which itsotamarket presents a strong
dualism. Understanding immigrants’ assimilation processich circumstances can be
of most policy relevance, especially in the midsthaf hew immigration flows towards

the fast growing developing economfesAs Hatton and Williamson (2005) highlight

! Recent evidence indicates that South-South migratiasuats for half of all migration from the South:
According to Ratha and Shaw (2007)or®e of the largest migration corridors are in the South. After the



changes in the direction of world-migration trends dods a more South-South
direction are likely to create new problems for newhdustrial economies.
Unfortunately, lack of good data in developing countriesii®&and Shaw, 2007) makes
this analysis difficult to undertaKe.

In this paper, we propose to use Spain as a “perfectiralagxperiment to
analyze such issues as the country experienced an uth@néee immigration boom in a
short period of time—with immigrants representing from 1Pthe population in 1990
to 12% in 2009—3,and presents an extreme case of labor market dualisn-atvigast
one third of its labor force in the secondary laborkefor the last two decadés.
While it is true that, currently, the Spanish economyeds in many ways from a
developing economy; its social, political and econontigasion three decades ago was
not that different from the present situation of maagtérn European countries or other
developing countries, implying that much can be learnetardeveloping world from
the Spanish experience. In addition, in spite of jisctacular changes, Spain still
suffers from serious problems similar to those expeedrby emerging countries, such
as, a low productivity growth, excessive borrowing, stragmlities in its labor market
and financial and banking systems (Andrés, 2009; Garicano, 20@8RiEa, 2009).

The contribution of this paper is to provide new evidencd@n immigrants

adjust to a host country with strongly segmentedrlabarkets. More specifically, we

Mexico-United States corridor, the next three largest aremedtid to be Russia-Ukraine, Ukraine-
Russia, and Bangladesh-India. Many of these large migration corridoesged due to the partitioning
of countries. When such corridors are excluded, the largest @éthaining corridors are not all South-
North—some are North-North, others South-South. India, Russia, and Saothate well-known as
receiving countries in the South.”

2 To our knowledge Gindling, 2009, is the first one to anatymeimpact of immigrants from one
developing country (Nicaragua) to another one (Costa Ritajaddition, several studies have studied
rural-urban migration in urban China (Wu and Li, 199ény, 1996; Knight et al., 1999; Meng, 2000;
and Meng and Zhang, 2001). Finally, there is some resesrdhe impact of emigration from a
developing country on the labor market of the migrant sgndountry (for example, Aydemir and
Borjas, 2007 and Hanson, 2008).

% Since early 2000s, the average annual flow of immigian8pain has been around 500,000 per year,
representing an increase of 75% of he population ovepénitd.

* With the current crisis, the proportion of workershwiixed-term contracts has gone down to 25% for
the first time since 1989.



use data on the recent immigration wave in Spain to c@mmpae occupational

distribution of immigrants to that of native-born Sgads, and in particular with

native-born Spaniards with similar observable charsties. In addition, we examine
how the occupational distribution of immigrants has chdnggh time spent in Spain.

All along, we pay special attention on possible hetaretyg effects, that is, we explore
whether and to what extent the assimilation procéssmigrants varies by gender,
education level, or continent of origin. The paper provit®s evidence on the extent
the immigrant resource is underutilized in Spain, and imgrowe understanding of the
recent wave of immigrants’ adaptation process. Therpap®ludes with explanations
for the empirical results and some policy implicasiofor countries with severe
segmented labor markets.

While much of the literature on immigrants’ assimilatimcuses on earnings
assimilation, such an approach offers a limited and amestsional view of the
adaptation process of the newly arrived, or as Card (2005)tpt@n the question of
immigrant assimilation, ... a narrow focus on immigrant earnings is misplaceA
richer and alternative measure of assimilation tbatveys both labor market adaptation
and socioeconomic status attainment is provided by observiagotcupational
distribution of immigrants relative to that of nativas time in the host country
increases. In addition, as Green (1999) explailrfofmation on the occupational
distribution of immigrants and how it changes with time in a host econocepisal to
understanding how immigrants affect economic growth and how they adjustast a
country both in economic and social terms.”

To conduct our analysis, we estimate separate multalologit models of

occupational choice for immigrants and native-born iidials pooling cross-sectional

® Unfortunately, no earnings data is available inSpanish Labor Force Survey. While earnings data are
available for Spain in alternative data sets, theirfas¢he current analysis is not without problems (as
discussed in more detail in the data section).



data from the 2000 to 2008 Spanish Labor Force Survey. Our mibdetupational
selection relates selection to observable charabtsrsuch as age, sex, education level,
and place of residence. In addition, for immigranesdbcupational choice is related to
region of birth as well as to year of arrival in SpaMle follow the synthetic cohort
analysis proposed by Borjas (1985, 1995) in the immigrant earlitexggure and track
specific immigrant waves across a succession of @ed®ns. In this manner, we are
able to disentangle the cohort effect from the asatiuit effect

Our analysis highlights three important results. Fingt, find that immigrants
are more occupationally mobile than natives. Mosttlo$ greater flexibility is
explained by immigrants’ assimilation process soon aftewal to the host country:
Just after arrival, immigrants enter occupations belaoir tbkill level and then move
towards higher skilled occupations. However, our secondinfinaghdicates that
convergence does not occur: Immigrants are underutiliz&pamn as they segregate
into low-skilled occupations (compared to natives withmilsir observable
characteristics). Third, we find that, among male imamgg, assimilation is strongest
the lower the education level.

This paper is more closely related to the following papetkat they also study
the assimilation process of the recent wave of immigran Spain. To our knowledge,
one of the first studies to explore this question & tf Amuedo-Dorantes and de la
Rica, 2007. Using 2001 decennial Population Census data, thesafitdogvidence of
immigrants’ progressive employment and occupational mokalgytheir residence in
Spain increases. Unfortunately, due to data limitatidhsir analysis focuses on
immigrants who arrived during the second half of the 199@stherefore, misses most

of the massive recent inflow of immigrants. Moreowgken that they only have a

® Green (1999) has applied this framework to analyze inamtgt occupational mobility relative to
natives.



single cross-section, they are unable to followsyrehetic cohort analysis proposed by
Borjas and used in this paper.When expanding the analysis to the beginning of the
21% century, the evidence on immigrants’ assimilatioroisewhat mixed. On the one
hand, using cross-sectional data from the 1996 to 2005 Spanish Eatoer Survey,
Fernandez and Ortega, 2008, find that although the Spanish rab&et is able to
absorb immigrants within five years after arrival, it sle® at the expense of allocating
them in temporary jobs for which they are overqualifie®n the other hand, using
recently available panel data from social security msolzquierdoet al, 2009, find
that, despite a sizeable and significant wage gap reducgbmeen immigrants and
natives within the first five years after arrival to Bpdull assimilation of wages does
not take place. Finally, as highlighted by Bentaditaal, 2008, the Spanish experience
is comparable to the Israeli one in the steady flod.2% per year over the 1992-2000
period. However, it differs in that the immigrationlsoael has been heavily subsidized
by its government through the offer of vocational trairpnggrams or public housing.
The structure of our paper is as follows. Section 2 pregéet motivation and
several theoretical considerations. Section 3 preséim¢ Spanish institutional
background, the data, and descriptive statistics. Settomtains the main results. The

paper concludes with a discussion in Section 5.

Il. Motivation and Theoretical Considerations
To understand immigrants’ contribution to a host counitryis key to analyze

immigrants’ education or skill composition at arrivelative to that of the receiving

" Amuedo-Dorantes and de la Rica, 2007, restrict theiysisaio immigrants who arrived between 1996
and 2000, and assume that the quality of immigrant cohorts thisers-year period has remained
unchanged.

8 Fernandez and Ortega, 2008, use the following four measuigsmigrants’ success in the Spanish
labor market: (1) the labor force participation rd®),the unemployment rate, (3) a statistical measure of
over-education that considers that a worker is overeduedted his/her level of education is above the
mean plus one standard deviation of their occupatiortabogy, and (4) the incidence of temporary
contracts.



economy, and how this immigrants’ skill compositiorries to that of natives over
time. As Dustmanet als (2005) discussion of the underlying theoretical analykis o
the labor market effects of immigration emphasizethere are no effects of
immigration to be expected on labor market outcomes of residentsiifjiation does
not affect the skill composition of the resident labor force andhjifital supply is
perfectly elasti¢. Only if immigrants’ inflows change the skill comptsin of the
native labor force, disequilibrium between supply of dachand for different types of
labor at existing wages and output levels will occur aadl lto short-run changes on
wages and employment of natives as the economy ntovasew equilibrium. The
authors highlight that whether the economic theoryiptedbng-run effects depends on
the assumptions being made on the flexibility of thepoumix or the closed ness to
international trade.

Clearly, immigrants can change the skill compositionhef host country’s resident
labor force through three different mechanisms: (1)dwriy different skills from those
of natives at arrival, (2) by how they assimilateérle host country during the first years
after arrival, and (3) by whether they adapt differetalyhe economy than natives. For
instance, even in the hypothetical case in which immigrhats the same skills as
natives at arrival to the host country, their lackondwledge on how to find job offers
or the difficulties in getting their credentials recogdiz®uld well generate a transitory
disequilibrium in which recently arrived highly qualifiednmgrants would compete for
low-skill jobs while building up knowledge of the host coyigtlabor market, so that,
with time, they could find jobs that matched their Iskil This is the well known
assimilation process most immigrants initially go tlgh when they first arrive to a
country, and in and by itself such process can generatérsinodisequilibrium in

certain types of labor markets. Alternatively, ewadter immigrants have assimilated,



they may well react differently from natives to econc changes. This may occur
because immigrants may well be less geographically attiattan the native labor
force, have different taste or preferences towardswordifferent types of work, or
may care less (or differently) about socio-economiatus of certain jobs or
occupations.

Clearly, the country’s immigration policy plays a keyler in determining the
occupational distribution of immigrants at arrival. Haestance, early research on US
immigrants, which used data on immigrants who had maintigred the US prior to the
1965 Immigration Act, finds that most immigrants werenborEurope and Canada and
were more likely to be in managerial and professioselyice and laborer jobs relative
to native born, and were under-represented in “pretigi@duction, craft and repair”
jobs and in the agricultural sector. In contrast, aede based on more recent
immigrants, that is, those arriving by the 1980s and aftere more likely to come
from Mexico, Central America and Asia, to have lowweerage schooling than natives,
and to be no longer over-represented in managerial arespi@mnal jobs, but instead
show a slight over-representation in primary and farrjobg (Chiswick, 1978; Borjas,
1992; Carckt al, 2000; and Card, 2005). This shift in the composition of imamigy is
to a large extent explained by US immigration policy, Wwhigent from establishing
national origin quotas with a strong bias in favor ofthem Europeans prior to 1965,
to establishing preferences for people with family memiad¢mrsady in the country.
Similarly, Green (1999) finds that immigrants who arrivaedCanada in the 1970s,
when Canada’s immigration system gave priority to imnmggavho entered via the
“independent” class and who were assessed based on asgming system whereby
potential immigrants were ranked on the basis of s&ifited characteristics or wealth,

tended to be more concentrated in the higher skillewisecelative to the native born



and less concentrated in more traditional sectors. ddewy this over-representation in
the skilled occupations declined across subsequent entoytspheflecting Canadian
immigration policy’s shift away from a selective systéowards a system that gives
priority to close relatives of those immigrants adhgdn the country and that does not
assess immigrants on personal skill-related charatitsti Similarly, Sweden has also
seen the ethnic (and skill composition) of its immigsactiange with the nature of its
immigration (Duvander, 2001). As the Swedish immigratumiicy changed from
focusing on labor market immigration in the 1960s, wheorlalemand was high, to
refugee and family immigration in the 1970s and onwardetheic composition of its
immigrants has changed from being to a large extent Finnigheii960s, to Iranian,
Chilean, and Polish. In contrast, in Australia, whienenigration policy based on a
points system began in the early 1990s and was reinforced in d@®dater by
tightening the selection criteria, the evidence suggéstisthere was a stronger self-
selection among prospective migrants leading to highertygaald better employability
for the later waves of migration (Cobb-Clark, 2000, 2003h&udsonet al, 2001,
2002; Chiswick and Miller, 2006; and Thapa and Ggrgens, 2006). &igntWorld
War II, the UK immigration policy initially favored Gomonwealth citizens over
others. However, in the early 1970s, the UK shiftedniimigration policy towards a
preference for European citizens and tightened entryiatéshs to citizens of former
colonies. This change in immigration policy led to a cleaingthe national-origin mix
of immigrants, which had a significant impact on thdl-sltiaracteristics of the different
cohorts of immigrants, increasing the skill endowmeihthe successive cohorts of

immigrants (Bell, 19979.

°® The strong link between skill characteristics and cguofr origin has been highlited by many
researchers, Borjas, 1985 and 1995, among others.



Regardless of their initial ethnic-mix and occupationatrdiution, the evidence
shows that immigrants go through a similar assimilapattern in the first couple of
years after arrival in which they initially face a per of non-employment or
employment in low skill jobs as they learn how the hamintry’s labor market works.
As immigrants spend time in the host country and gradwsdbyire this country-
specific knowledge, their labor market performance nmagrove relative to that of
their native counterparts (for Canada, see Richmon aldakk, 1980; Boyd, 1985;
Green, 1999; for Israel, see Flegal, 1992; Cohen and Eckstein, 2002; and for the
United States, see Chiswick 1978b; Jasso and Rosenzweig, B688s, 1992).
However, full convergence of immigrants’ occupationatribbution towards that of
natives may not necessarily occur. First, if the tgt8 immigration policy has
imposed restrictions on immigrants’ entry that matamigrants’ skills to host country
labor demand needs, new immigrants will have an occupatiistabution that reflects
the highest demand growth sectors more than will theilwlison of the native born.
Second, although some convergence may occur over timeplet® assimilation is
unlikely to take place if native-born new labor marketrams move towards sectors
less saturated by immigrants. In addition, once asaiom of immigrants has taken
place, it is likely that immigrants end up being more octopally mobile than natives
and that they adapt differently to economic shocks thatives (as found by Green,
1991; Barthet al, 2004 and 2006; and Dustmagiral, 2009).

Alternative theoretical models are useful to understdedchannels that explain
immigrants’ assimilation process after arrival inte host-country. In the remainder of
this section, we discuss two alternative theorief @istinct predictions: human capital

theory and segmented labor markets.
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Human Capital Theory. Eckstein and Weiss (2004) develop a human capital model
in which different skills are rewarded differently afffelient occupations, and that
describes the investment decisions of immigrants and satiVee added value of this
model is that there is an explicit introduction ofrae-since-arrival effect on prices of
skills that influence the immigrants’ investment decismocess. The acquisition of
new skills requires some sacrifice of current earningdhe investment decisions
interact with the changes in the market value of the gremt’'s skills and together
determine his earnings growth. In particular, rising prioesmported skills provide an
added incentive for investment because the sacrificaroént earnings is low relative
to the growth in future earnings capacity. In their moidemigrants fully assimilate if
the prices of imported skills converge to the same @&cthat obtained by natives for
locally produced skills, because increasing prices on fitegohuman capital imply
higher investment by immigrants. However, if importedisiate of lower quality and
so their long-run prices falls short of the value loé focally acquired skills, then
earnings of immigrants may never catch up with thoseabives. Such a model
suggests that assimilation or convergence ought to beresasong higher educated
immigrants and those coming from countries with highengatibility of the human
capital received abroad with the skill requirementghefhost-country labor market as it
ought to be easier for those with higher schooling ttdhuyp the host country’s labor
market specific human capital because of the greateplementarity between pre- and
post-migration human capitdl.

Segmented Labor Markets.According to the dualistic view, the labor market is
segmented by two types of jobs: those inghmary sector, characterized by jobs with

high-productivity growth and good benefits and chances of giomand those in the

1% 1n this model, transitions up the occupational scalererogenously and are fully anticipated. Cohen
and Eckstein (2002) estimate a structural model in whichpational switches and investment decisions
are jointly determined and find similar predictions.

11



secondary or informasector, where less productive jobs with little or mmdfits are

found. Under such view, individuals working in the secondaastor are frequently
seen as the disadvantaged segment of the labor fattened out of salaried
employment (Fajnzylber and Montes Rojas, 2006). In othedsyavorkers with little

access to the primary labor market enter the secorsetyr while queuing for wage
and salary jobs. Since more vulnerable groups of nativkers such as low-skilled
workers, youth, and women, tend to be concentrated irsebendary labor market
(Kahn, 2007), converging towards their occupational distobubdiught to be relatively
easier for low-skill natives than the convergence poadshigh-skilled immigrants
towards the occupational distribution of high-skill nsateatives, who are likely to be
concentrated in the primary labor market.

In the remainder of the paper, we will first discuss ®wanish institutional
background, key to understanding immigrants’ assimilatiorcgg® Then we will
provide descriptive evidence that immigrants are more odoupdly mobile than
natives.  Subsequently, we will analyze how the occupdtiahstributions of
immigrants differ to that of observationally equivalenatives as time in the country
increases. We shall conclude with a discussion omalige theoretical explanations

for our findings.

[l Background and Data
l1l.1. Economic and Institutional Background
In mid-1970s Spain had very high firing costs inherited from ta@d® regime.
To reduce them, fixed-term labor contracts were introducel 984, with the objective
of adding flexibility and promoting employment in a rigidda market with stringent

employment protection legislation and high levels of unegipkent. The policy

12



backfired, and fixed-term employment soared, promptly regclone third of the
Spanish labor force, and creating a dual labor market wittkers with fixed-term
contracts holding unstable, low protected and poorly paid jbde workers with
indefinite contracts enjoyed protection and presumably alpoehiwages—Seguret
al., 1991; Bentolila and Dolado, 1994; Jimeno and Toharia, 1993 akiera002; and
de la Rica, 2004. The reforms of 1994 and 1997 aimed to enleenaed of permanent
contracts and reduce its cost. However, both refon@ee quite unsuccessful at
reducing the share of temporary contracts in the l&rae—see Kugleet al., 2005,
and Doladcet al, 2002.

In the last decade, the immigrant population in Spain hasedo While, as
recently as a decade ago, immigrants made up less thar @86 population, they are
now over 12%. Most of this massive inflow of immigramés taken place after the turn
of the new century. Several factors explain this rap@nge. First, Spanish booming
economy and the social promotion—in the form of incréasducation levels and
higher labor force participation—of its national (espiy female) population
generated a demand for foreign workers (Carras@, 2008 a; Dominget al, 2006;
and Gil and Domingo, 2007). Second, its physical proximity to northern Africa and
eastern Europe places Spain close to countries that sippligrants:? Third, its
shared language and historical pass with Latin Americariitdtes the social and
cultural assimilation of immigrants from this contiheas illustrated by the fact that
close to 50% of the immigrants are from Latin Americkinally, the progressive
culture of post-Franco Spain has also contributed toe&s& immigrants’ social

acceptance (New York Times, 2008).

™ In contrast with northern European countries, thénagef national working-age population does not
explain the arrival of large number of immigrants in 8g&iomingoet al, 2006).
1217% and 34% of the immigrants in Spain come from AfriwBurope, respectively.

13



Spain has not had an active policy of attracting immigga As early as 1985,
Spain imposed severe restrictions on non-European Unmeigfers who wanted to
establish Spanish residency and citizenshiBeginning 1993, further tightening took
place with tougher restrictions on work and residency persmewals and the
implementation of immigration quotas system, which kaithe entry of foreigners to
about 30,000 immigrants per year. At the turn of the centBpain updated its
immigration legislation and assimilated it to that dfestEuropean countries.

However, the free-entrance of foreigners as tourisigether with a lax
implementation of immigration laws and several genesugesties that have granted
legal residence to illegal immigrants (1985, 1991, 1996, 2000, 2001, and 20@%)eh
facto converted Spain in an immigrant friendly country (Doleand Vazquez, 2007;
Izquierdoet al, 2009, among others). In fact, the most common Wapiaining legal
status in Spain during the past two decades has been througistiamneMost
frequently immigrants arrived in Spain either illegally as tourists, and they were
subsequently granted legal status through the multiple aresdisat have been granted
since the mid-1980s—see Amuedo-Dorantes and de la Rica, 2005, ad0Bplado
and Vazquez, 2007 Between 1985 and 1991, as many as 150,000 immigrants
regularized their status; between 1996 and 2001, a total of 400,8@@ramts did the
same; and in the last amnesty, that of 2005, as many as 53@@@frants got their
residence permits.

While it is true that our data may under-represent illagjans, the fact that we

pool LFS years from 2000 to 2008 minimizes the potential btas¢snay rise from the

13 To have the legal status, immigrants were requiredctpiee a work and residency permit that
restricted them to work in a particular activity and geplgia area only for a year. In addition,
immigrants were not granted any social benefit degpiging social security taxes when employed.

14 For instance in the 2000 amnesty to become legal aliansgrants had to provide proof of one of the
following: (i) residence since Jun& 1.999; (i) having held a work permit any time during thee-year
period preceding February,12000; (iii) being denied asylum before February 2000; (iv)rigapplied
for any type of residence permit before March,32000; or (v) family ties to legal residents or to
individuals in any of the previous categories.

14



successive amnesties because most undocumented immigrants sample with at
least one year of residence are likely to have Hegalized. Therefore, although
amnesties may affect in some ways the estimatdseofdar prior to the amnesty for the
recently arrived immigrants, subsequently these indivicheal® no reason to misreport
their date of arrival once they are legal aliens. threason, and given that we focus
on year-to-year differences in assimilation rates,de@ not think that amnesties ought to
be a major concern in our analysis—similar argumergsevpresented in Amuedo-

Dorantes and de la Rica, 2007.

[1l.2. Data and Descriptive Statistics

Our analysis is based on data from second quarter @ghrish Labor Force
Survey (LFS) from the years 2000 to 2008The Spanish LFS gathers information on
demographic characteristics (such as, age, years of emtyaarital status, and region
of residence), and employment characteristics (suclaak status, occupation, and
industry)*® In addition, for immigrants—defined as foreign-born kess who do not
have the Spanish nationality, the LFS collects infaionaon the number of years of
residence in Spain and the country of birth.

The native-born samples are random samples of rmatt$emales aged 20 to 64 at
the time of the relevant LFS. The immigrant sangaasists of all immigrants in the
relevant LFS who entered Spain after January 1, 1990, agexc 20 to 64 at their time
of arrival, and are under age 65 at the time of trevagit LFS. Analysis is restricted to
immigrants aged 20 to 64 at time of arrival to concentratendividuals who were

likely headed for the labor force in the near future andavoid issues of non-

15 As is common practice in the research using this datasebnly use the second quarter to avoid

repeated observations. The LFS is carried out everyequam a sample of around 60,000 households.
Each quarter, one sixth of the sample is renewed. Hewéhe dataset does not include a variable that
allows identification of individuals along the six coosgve interviews.

16 Unfortunately, the EPA does not gather workers’ egminformation.

15



comparability of the experiences of young immigrant® \wceived part of their basic
education in Spain and those who arrived at older Hg@he samples are restricted to
individuals under age 65 in the LFS year to avoid compdinatinvolving retirement
decisions. The immigrant samples are restricted teetlamtering in 1990 and after
because the vast majority of immigrant flows has tgkaoe from the late mid-nineties
onwards:®

Table 1 displays personal and demographic descriptivietgtatfor natives and
immigrants for each of the LFS years (descriptiveisdted by gender, continent of
origin, and cohort of arrival can be found in Tables &l A.2 in the Appendix). The
major difference between the two population groups isitligrants are younger than
natives'® In addition, we observe that there are educationrdifees across the two
groups®® Within the native population, there has clearly berinarease of workers’
investment in human capital, as the fraction of nativéh a college degree, vocational
training, or a high-school diploma has increased okerrine years under analysis.
Although a similar trend is observed for immigrants wéhks than a college degree
(with the share of those with vocational trainingr@asing the most), the share of
immigrants with a college degree has decreased over-ttiomm £2% to 17%.
Comparing immigrants and natives in our sample, we obs#¥ateimmigrants are

slightly more educated than natives (especially inettudier surveysj: Finally, it is

Y This restriction criteria is common in the litena, see Boyd, 1985; Kossoudji, 1989; and Green, 1999,
among others.

18 Again this is a common restriction in the Spanishrditere, see Amuedo-Dorantes and de la Rica.,
2007, and Gonzalez and Ortega, 2008, among others.

9 One exception is in the range between 20 and 24 years otde wie observe that there are more
natives than immigrants. This is an artifact of hdwe sample of immigrants was selected as we
restricted immigrants to be 20 years old or oldereatithe of arrival.

2 Throughout the analysis we consider four education teté@-school dropouts; individuals with a
high-school degree; individuals with some college educatisocational training (they may have a trade
certificate, but no college degree); and individuals withgieted university studies.

2 Although much of this result is due to the fact thatrestricted the sample of immigrants to those
arriving after 1990, we are not the first ones to finak the level of education of immigrants is not that
different from that of natives (Dolado and Vazquez, 2007).
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noteworthy to highlight the change in the continent afiarof immigrants over the last
decade. While in the early 2000s, immigrants came from Euipea and Latin

America in similar proportions; by the 2008 LFS, the weigh immigrants from

Europe and Africa has been reduced drastically, represeotiyg12% and 17%,
respectively, and giving room to a large inflow of immigrandsn Latin America.

Table 2 presents the occupational distributions at eR&hfor the native born and
for immigrants from each of the entering cohortshe Toccupations are grouped into
five categories as follows: “Professionals”, which includanagers, engineers, social
scientists, teachers, health occupations, and artdyetOwhite-collar” occupations,
which include clerical, sales, and service occupations; ‘fgdl blue-collar”
occupations, which cover qualified workers in agriculture #mel fishing industry,
handcraft workers, mining and construction technical workénon-qualified”
occupations, which include jobs such as janitors, or non tuehliéborers; and “Not
working”, which includes both the unemployed and personsobtite labor forcé?
The latter category is included because, as argued by Greenitli9%h important part
of immigrant adaptation and will likely vary betweemnnigrants and native born.

There are at least five striking differences in theant and type of change within
the immigrant and native-born distributions across LFE&ry. First, while both
population groups have shown a clear tendency of movingfotite “not working”
category over the 2000-2008 period, the change has been cabbid&rger for
immigrants arriving after 1999, with reductions of 20 to 28 pe¢acgnpoints, versus
the—by no means negligible—reduction of 11 percentage pekjsrienced by the

native-born cohort® This shift out of the “not working” category for bothpudation

22 Notice that the self-employed are included in our sample.

% Such reductions are not observed for the cohort agrivi 2001 and are considerably smaller for the
cohort 2002. This is probably explained by the fact that,tdube 2001 crisis, immigrants entering
during 2001 and 2002 did so with favorable job perspective, feecteel by the lower fraction of
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groups reflects the Spanish economic growth over the pender analysis. However,
the fact that this trend is stronger for some, butatiptohorts of immigrants, added to
the observation that frequently the earlier cohohisws a movement similar or even
smaller to that of the native population seems to stiggaspart of what is going on is
the assimilation of the immigrants. Second, thedref this movement out of the “not
working” category has also differed across the two pojpulst For the native-born
population, the tendency has been gradual over the nine wduales for the immigrants
most of the shift out of this category has occurred withe first two to three years
after arrival to Spain, reflecting the initial assmtibn process that this population
experiences.

Third, the destination of these individuals has alsocedff for the two groups.
While the native-born population have seen an increateeifprofessional’, and, to a
lesser extent, the “other white-collar” categorie® itlnmigrant population has mainly
moved into the “blue-collar” and, to a lesser extendhéo white-collar” categories.
Among immigrants arrived within the last decade, there isremd out of the
“professional” category. Fourth, there is clearly a gmeduidity of the immigrant
distribution relative to that of the natives, as salveohorts of immigrants experience
changes within an occupational category of up to 17 perceptages over the decade,
while no native born category changes by more than geptage points. This greater
fluidity of the immigrant distribution may well refle@ greater ability to adjust to
economic changes.

Finally, when comparing the occupational distributions é&arlier cohort of

immigrants with those of the native born, we find thra¢r-time natives have increased

immigrants from these cohorts “not working” comparedhe other cohorts. The reductions are also
smaller for the most recent cohorts, that is, thesswing in the last three years. The data suggests tha
the smaller reductions are most likely a consequenchesketimmigrants still assimilating to the new
country.
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their likelihood of being in the “professional’ categorgnd “other white-collar”
category compared to immigrants from the 1990s. In aentrthe immigrant
population is relatively more concentrated in “blue-cblland “non-qualified”
occupations. This seems to suggest that there has lsbd#htawards less manual jobs
among the native population compared to a shift in the ompabiection for
immigrants, providing some evidence that these two popnfatiave become more
complementary over time. Several recent papers hayldighted that native and
immigrant workers of similar educational attainment speeian different occupations
and therefore do not compete for the same jobs, exmdgihe small effect the inflows

of immigrants on the wages of the less-educated nativee U.S. (Ottaviano and Peri,
2006) as well as in Spain (Carrastal, 2008b). For instance, Peri and Sparber, 2008,
find evidence of imperfect substitutability between nati@ad immigrants of similar
educational attainment in the U.S. Dustmagtnal. 2008, also show that natives and
immigrants in the U.K. of comparable skills do not corapfeir the same jobs, and
Carrasccet al, 2008b, and Amuedo and de la Rica, 2009, find evidence of immigrants

and natives being imperfect substitutes within skill aatieg in Spairt’

V. Methodology
Tables 1 and 2 indicate that the immigrants’ occupdtidisé&ribution changes
more over time than does the native-born distributibnwhat follows, we explore the
reasons for these differences. More specificallyis iunclear whether immigrants’
relative greater occupational mobility compared to tladive born is due to: (1)

observable differences between immigrants and nat{@simmigrants’ assimilation

#Carrasceet al, 2008b, use data from the Spanish Structure of EarningsySafwehich two waves
(1995 and 2002) were available when their paper was wri@aty the latter wave has information on
worker’s nationality. Amuedo and de la Rica, 2009, usdetAA 1999-2007 and focus on low-skilled
workers (with at most a high-school degree). Their amabn substitutability of natives and immigrants
is brief and descriptive, and not the focus of their paper.
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process to a new economy—the assimilation effec{3pdifferences in occupational
skills across successive cohorts of immigrants—the-iiveriant cohort effect®

To study the importance of these alternative explanatin the Spanish case of
the beginning of the 21century, we pool data from all LFS surveys and estiraate
multinomial logit (MNL) model of occupational seleaticeparately over each of the
immigrant and native-born samples. The MNL model perestimation of the effects
of various characteristics of an individual on his cadiom among a set of alternatives
that do not have a natural ordering, occupations in #sie’€

The MNL can be rationalized using an index model in whichuhee of a

particular occupational choice is represented by:

|4y = X Bl + €l (1)

cti ctif~ct

wherej indexes the alternative,indexes the entry cohort of the immigrantndexes

the LFS year, and indexes the individual,X_  is a vector of person-specific

characteristics 3. is a parameter vector that varies by alternative ar®l yefar, &/ is

cti

an error term. The probability that individuafrom cohortc chooses alternativein

>  forallk# j.

cti cti

periodt is the probability that

Assuming ¢! follows an independent extreme value distribution, #wulting

cti

specification for the choice probabilities will be a Miodel with cohort-specific year

% An alternative reason might be differences in readiipeconomic change between immigrants and
natives after accounting for assimilation and time-irave cohort effects. Despite the newly received
academic attention of this reason (see Battal, 2004 and 2006, and Dustmaginal., 2009), exploring

its relevance in the context of this paper proved urtiEasiue to data limitations, as we only have LFS
data from 2000 to 2008, which barely covers a whole busineks cigplorative analysis with the data
at hand indicated that such differences were negligitiee time period under analysis. Further research
exploiting the current crisis is likely to lead to diffet results. While this is of great interest, islie
beyond the point of this paper.

ZWhile the MNL has the disadvantage that the relative odd$0osing any one option over another is
unrelated to the introduction of further options, we are lgnabestimate the multinomial probit (MNP),
which allows relaxation of the independence assumptierause individuals are observed making only
one occupational choice, and therefore a correlatatnixrcannot be estimated with these data.
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of arrival dummies and LFS-year dummies. Estimating ftlewing equation for
immigrants,
I:)c{i = Xcti cjti +£cjti (2)
we obtain estimates of the fitted probabilities of clmgpsalternativg for immigrants:
Isc{i = X chti ©))
For native-born individuals, a similar index model iedidut omitting the

region of birth dummy variables and year of entry ctldommy variables, as

explained below. Estimating the following equations fative-born individuals,

PJ = Xtiﬁtij +£tg (4)

nti

we obtain estimates of the fitted probabilities of clgpsalternativg for natives:
P = X, ] (5)

The variables used to explain choices among thegeatitees include sex, age,
education, marital status, and LFS-year dummies. Irtiadda set of location dummy
variables are included because immigrants tend to exhifstraht location patterns
from the native born. For immigrants, a secondofetariables is also used. These
include: (1) a set of dummy variables corresponding to themegf birth to pick up
differences in assimilation that might be relatedegional characteristics, and (2) year
of entry cohort-dummy variables.

Comparison of the fitted probabilities between a remtesge immigrant
(equation 3) and a representative national (equation 5) wiithilar observable
characteristics of choosing alternatjvat a given LFS survey ye#&ras reflected by
equation 6 below—, provides some insight into whetherrtimigrant resource is being

underutilized in the sense of being found in lower skilldas jior the same education
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level than the native born and into the effects béracteristics that are used in
immigrant selection.

(Pl = Pa) (6)
We shall estimate these differences in fitted probaslibetween a representative
immigrant and national as time in the country incredseshe immigrant, obtaining a
cross-sectional measure of assimilatiéh. While these cross-sectional estimates will
inform us on the assimilation process of a represgatammigrant, they will also
reflect the immigrants’ time-invariant cohort effectdahow this cohort experiences
changes in the economy (relative to natives).

To isolate the assimilation effect, we shall compgheesame cohort across LFS
years (using again the native born as a comparison groliminage the effects due to
changes in the economy). As such, comparisons offitieel probabilities for a
representative immigrant from coharof choosing alternativebetween LFS yedrand
LFS year (t-k) normalized by the changes observed in the fitted probesbilit

experienced by a representative native over the samepieriod yields:
(Pc{i - ch(t—k)i ) - (Pnjn - Pnj(t—k)i) (7)
, Which is an estimate of theet assimilation effeGt assuming that immigrants and

natives experience change in the economy in theesaay and that X is common

vector across timé&

27 Observing how these differences vary as immigraitts in Spain increases delivers, in essence, the
same analysis presented in Amuedo-Dorantes and de laZRi@a, where they use the 2001 Census to
estimate immigrants’ assimilation relative to nesiv The authors acknowledge that, because they only
have a single cross-section, their estimates wilbilased if the quality of immigrants across cohorts
changes. However, they argue that the quality of immigraerisss cohorts has remained unchanged
over their sample period as they only focus on immigrahtshave arrived within the last 5 years.

2 While this may seem a reasonable assumption ghante are only analyzing a period of nine years,
several authors have found evidence against this fddkhand Germany (see for instance Dustmahn
al., 2009). In our exploratory work, we have examined whetheretwere trends in unobservable
differences across cohorts, by comparing the fitted ghitibes for a representative immigrant from
different cohorts observed at the same number of efées arrival in Spain, again normalizing for
changes experienced by the native born over the samepéirisel. Any observed differences in these
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V. Empirical Results
V.1. Are Immigrants Underutilized in Spain?

In this section, we explore whether immigrants are undieged in Spain by
comparing the occupational distribution of immigrants tat tlof their native
counterparts. In addition, we analyze how this nativeigrant differential evolves
with immigrants’ time in the host country. For simfy of exposure, we plot
differences in fitted probabilities of choosing alteivetoccupations between natives
and immigrants as immigrants’ time in Spain increasesguaré€s 1.A through 1.D. The
estimates from these Figures are obtained by subtratingrobability that a native-
born worker of a given type chooses a particular ocaupdtom the probability that an
immigrant of the same type chooses the same occupati@ach LFS survey (as
indicated by equation 6 above). Since these estimatesatoulated at different years
after arrival in Spain, they represent a cross-sectioredsure of assimilation. All
differences are statistically significant from zetdhe 5% level.

The analysis is done for the following types of workefsr native-born
individuals, the type 1 person is a male living in Madrid,dag8® to 39 years old,
currently married, without a high-school degree. Famignants, that person is from
Latin America and arrived in Spain in 208722 Type 2 is the same as type 1 but with a
high-school degree. Type 3 is the same as type 1 butvaatdtional training or some
college. Type 4 is the same as type 1 but with a uniyettsgree. Type 5 is the same

as type 4 but comes from the EU15. Type 6 is the samgas3 but comes from all

estimates would either reveal that there were unoldedifferences across the different cohort of
workers or that immigrants and natives reacted differéatgconomic change. Perhaps not surprisingly,
given the short period horizon, we did not find evidenamajor differences.

2 Plots of these differences for all the other cahams well as the fitted probabilities for the diéier

types of natives and immigrants are available fromab#nors upon request. The overall pattern is
similar across different cohorts.
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European countries, excluding those from the E2J18nd Type 7 is the same as type
1 but comes from Africd> Types 1 through 4 are displayed in Figure 1.A and types 5,
3, 6 and 7 are displayed in Figure £°CFigures 1.B and 1.D report results for women.
A positive estimate implies that immigrants are onegresented in a given category
relative to natives with similar observable charastes. For instance, in the top LHS
panel of Figure 1.A, the first bar height in the “nonidieal” category indicates that
immigrant males without a high-school degree who arrive®pain in 2002 are 15
percentage points more likely to hold a job in a “non-@edli occupation in 2002 than
their natives counterpart. The results are summariedmwband clearly show that
immigrants are underutilized in Spain and that they seesegoegate into low-skilled
occupationg?

Compared to natives, immigrants tend to concentrate in the “noralgfied”
category, regardless of their education, sex, age, and of time hia tountry.
Compared to natives, immigrants are over-representdeeifhon-qualified” category.
With the exception of immigrants from EU15—shown in the kS chart of Figure
1.C—, this is true across LFS survey years, for all tygfeworkers, and it does not
seem to change much with time spent in the countrylyimg that full assimilation
does not occur). Moreover, this relative over-repregemt of immigrants in “non-
gualified” jobs (regardless of their education, sex and agayge, representing a hefty
10 to 20 percentage-points difference or more for males also quite striking that,

for males, the native/immigrant’s differential doeg ohange with worker’s education

30 While we would have liked to identify eastern Europeaomfother Europeans, this is not possible
with the Spanish LFS.

31 When deciding on the types by continent of origin, weddetto choose types based on the average
education level for that group, as opposed to holding educatiostant across different origins. The
reason being that in this paper we focus on how immigr@sgimilate in Spain, as opposed to analyzing
whether immigrants of different origins with identicélservable characteristics assimilate differently.

32 Note that type 3 is represented twice.

3 Although not shown, the analysis was also done faigint type who was the same as type 3 but aged
25 years old instead. Whenever appropriate we includeethsts in the text. Estimates are available
from the authors upon request.
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level—as shown in Figure 1.A. For female workers, tifferdince between immigrants
and natives is even larger (between the two and foutrsdigge) and, in contrast with
the findings from males, the gap between natives andgrants is considerably larger
for lower-skilled workers—as shown in Figure 1.B.

Compared to natives, immigrants without a college degree are under
represented in the “not working” category—if not immediately aftarrival, within
two to three years. Moreover, this under-representatioor@ases at two to three after
arrival in Spain. This pattern is observed both for males andnédes, and clearly
suggests that low-skilled immigrants come to Spain to woBRar high-school dropout
immigrants, there is an initial under-representationthe “not working” category
relative to their native counterparts, and this underesgmtation increases after two or
three years in the country. The only exception toghtsern is for African immigrants,
for which we observe that right after arrival they &eavily over-represented in the
“non working” category (as shown in the bottom RHS cladriFigure 1.C). This
sizeable difference of about 10 percentage points desreassiderable after African
immigrants have been in the country for three to feeary. For immigrants with a
high-school degree or trade certificate, an under-reptasen in the “not working”
category relative to their native counterparts arigestb three years after arriving in
the country. In contrast, for immigrants with a cgledegree, we observe an initial
over-representation in the “not-working” category comgdoetheir native counterparts
hovering 5 percentage points for males and 10 percentage fayifiésnales. Two or
three years after arrival this over-representation alege immigrants in the “not
working” category looses relevance.

There is some evidence of convergence between low-skilleé mahigrants

and natives in “blue-collar” occupations around three to five yeaafter arrival in
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Spain. For low-skilled male immigrants (that is, thosehwé high-school degree or
less), there is an initial under-representation in “thlee-collar” category relative to
their native counterparts that decreases with timehénhost country, and seems to
disappear three (five) years after arrival for highesthgraduates (high-school
dropouts)—as shown in the top charts of Figure 1.A. W®Mee for high-school
graduates, after five years in Spain, they are over-repted in this category relative to
their native counterparts, suggesting that there maypie sonvergence between low-
skilled immigrants and natives around three to five y@dter arrival in Spain. There is
again a clear exception to this pattern for immigraramfAfrica—bottom RHS chart
of Figure 1.C. In this case, although the under-reprasamtaf African immigrants in
this category decreases with time in the host courtrypes not vanish even after 6
years in the countri/

High-skilled male immigrants seem to segregate into “qualified blualar”
jobs and “non-qualified” jobs—shown in bottom two chars of Figure 1.Relative to
natives, male immigrants with a trade certificate aver-represented in the “blue-
collar” and “non-qualified” categories and under-represkimethe “professional” and
“other white-collar” categories. There is no apparemndr suggesting some
convergence over time. The findings for young male wasrkath a trade certificate
(not shown) or male immigrants with a college degree\ary similar. The major
difference is the relative concentration in the défg categories for the most educated
type. For instance, compared to natives they are uergeesented in the “professional”
category and slightly over-represented in the “othbitexcollar” category. The fact
that the relative differences between immigrants aatd/és are not reduced over time

seems to suggest that there is little convergence witlsgtoup.

34 This non-convergence holds for cohorts who have beeget in the country.
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Female immigrants seem to segregate into “non-qualified” jobs—as shamvn
Figure 1.B. Relative to natives, immigrant women with a trade dedi€ or less are
over-represented in the “non-qualified” category and unel@resented in the
“professional” and “other white-collar” categories. the case of women with a college
degree, they seem to segregate into “non-qualified” jolak “ather white-collar”
occupations relative to their native counterparts. Adhere does not seem to be an
apparent trend suggesting some convergence over time.

Coming from (mainly) Spanish speaking countries facilitates tbenvergence
between female immigrants and nativeBor males, the language advantage has only
a marginal effect on the type of occupational choic&hile the charts in Figure 1.D
show that coming from Latin America reduces the fesidited probabilities of being
in “non-qualified” and “other white-collar” categories agVe to immigrants from
Europe (excluding the EU15), suggesting that coming from Spanishirspeakintries
facilitates the assimilation process women, no sagbrovement is observed among
males. Figure 1.C shows that the differences in therei@mbmigrants occupational
fitted distribution between Latino immigrants and théturopean counterparts
(excluding the EU15 members) is merely a shift in theridigion between “other
white-collar” and “blue-collar” occupations. Latino matamigrants are less under-
represented in the former category, whereas Europeangiamts are more over-

represented in the latter category.

V.2. What Is the Net Assimilation Effect of Immigrants inSpain?
In what follows, we address the following question: BRagiven cohort, how
does the occupational distribution change with time singeaain Spain? In essence,

this is equivalent to analyze the net assimilation gffedich compares the change
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observed in the fitted probabilities experienced by saot®rt of immigrants at
different points after arrival to the host countret(rof the changes observed in the
native population over the same time period)—as showrgbgt®n 7 above. Figures
2.A through 2.D show the change in occupational distribdtomhe different types, as
their time in Spain increases. In this case, a peséstimate implies that there is an
over-representation for a particular cohort of immnggan a given occupation category
compared to that same cohdriears earlier (net of the changes that have occurred
within that same period among the natives). For instamcthe top LHS panel of
Figure 2.A, the sixth bar height in the “blue-collardtegory indicates that male
immigrants without a college degree who arrived in Spai@d02 are 13 percentage
points more likely to hold a job in a “blue-collar’ agaation in 2008 than in 2002 when
they first arrived, relative to the change observed dlve same period in the same
occupational category among their natives counterparts. fifidiags are summarized
below:

For male immigrants without high-school degree, the patterns alied in the
“non-qualified” and “blue-collar” categories clearly suggest an assimilah effect as
recently arrived immigrants adjust to the new economWithin the first few years
after arrival, they first move to “non-qualified” joljas shown by the positive estimates
for the “non-qualified” category). However, within augde of years after arrival, they
begin to shift out of “non-qualified” jobs and “not workingategory towards “blue-
collar” occupations. Notice that the move into “bludlar” occupations occurs around
the second and third year after arrival in Spain. Thitepais also observed for the
case of African male immigrants for whom there isleéar movement out of the “not

working” category into the “non-qualified” category over fitst year after arrival and
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the “qualified blue-collar’ category thereafter (as shawrthe RHS bottom chart of
Figure 2.C).

Perhaps surprisingly, a very similar assimilation patisrobserved for male
workers with a high-school degree (as shown in the top &td8 of Figure 2.A). The
differences across these two education groups are gctieexistent, suggesting that
having a high-school degree does not give immigrants an adpam terms of the
process of assimilation in Spain nor the occupationsrevtieey end up working in.
Moreover, given that the odds of being in the “professiband “other white-collar’
categories increases with the possession of a higiobaegree for native®, this
finding suggest thahe assimilation process is strongest the lower the educagwel
of immigrants, as those with a higher skills segregate in @me occupations as
those with lower skills.

This finding is confirmed when observing the change in thedipted
occupational distribution of immigrants with vocatioriedining or a college degree
(bottom charts of Figure 2.A). In contrast with theules found for high-school
dropouts, no such assimilation seems to take place amgingkilled male immigrants.
College male immigrants move from the “professionategary to “blue-collar” and
“non-qualified” categories within the first couple of yeafter arrival and into “blue-
collar” occupations thereafter. Notice that the flowt of the “professional” category
most likely reflects some returned migration. Simylafior male immigrants with
vocational training, we observe a shift from “professiom@ad “other white collar”
occupations into “non-qualified” during the first few yeaafter arrival and into

“qualified blue-collar” occupations thereatfter.

35 While high-school dropout natives have a fitted probtilf being in either category of about 8% and
9%, respectively; for high-school graduates these fipeobabilities increase to 13% and 16%,
respectively.
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The assimilation pattern of low-skilled female immigrants reNgthat they are
in a more vulnerable situation than their male counterparts, @&s catching up seems
to take place. The top two charts of Figure 2.B show that low-sHillemale
immigrants move from the “not working” and “other whdaeHlar” categories into the
“non-qualified” category during the first years after\ati However, in contrast with
the “catching up” observed among low-skilled male immigramtke “qualified blue-
collar” category, no “catching up” takes place for lowllskli women in the “other
white-collar” category. The pattern for African fematemigrants is similar, although
intensified as the shift is merely from the “not wowKi category into the “non-
gualified” category (as shown in the bottom RHS chaFRiglre 2.D).

While education among high-skilled female immigrants seems &phtheir
assimilation process a bit, they are far from converging to theative counterparts,
as observed earlier for skilled male immigrantRight after arrival, female immigrants
with a trade certificate or a college degree shift duthe “professional” and “other
white collar” categories into “non-qualified” occupationsHowever, very soon
thereafter, the flow goes from “not working” and “prafesal” categories into “non-
qualified” occupations and (within three years after alyir@to “other white-collar”

occupations.

VI. Discussion and Further Research

From our empirical investigation the following three fimgs stand out: First,
immigrants in Spain are more occupationally mobile thaivemt Most of this greater
flexibility is explained by immigrants’ assimilation pr@sesoon after arrival to the host
country: Just after arrival, immigrants enter occupestibelow their skill level and then

move towards higher skilled occupations. However, ounrsgdinding indicates that
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convergence does not occur: Immigrants are underutiliz&pain as they segregate
into low-skilled occupations (compared to natives withmilsir observable
characteristics). Third, we find that, among male imamgg, assimilation is strongest
the lower the education level.

The first two findings imply that, within the same slghioup, immigrants and
natives may not be perfect substitutes, as recently foyrathers—see Ottaviano and
Peri, 2006, and Card and Shleifer, 2009 for the US; Manaocetrdd, 2006, and
Dustmanret al, 2009, for the UK; D’Amurkt al, 2008, for Germany; and Carraseo
al., 2008b, and Amuedo and de la Rica, 2009, for Spain. In addiiorfinding that
assimilation is strongest the lower the education léwelmale immigrants provides
evidence consistent with segmented labor markets, ggetgehe human capital theory.
In an economy with a dual labor market, immigrantsnaitstie better if they are low-
skilled. This occurs because native low-skilled worlees more likely to work in the
secondary market, which is of easier access to immgréatilitating the convergence
between immigrants and their native counterparts. 8hwealinterpret the lack of this
finding among female immigrants as evidence against the ldbat market theory?
Not necessarily. The fact that immigrant women amthér marginalized seems to
indicate that in a segmented labor market, new “undeseti of workers may appear
among the most vulnerable individuals—Fernandez-KranRalliguez-Planas, 2009,
also find that the dual structure of the Spanish labokehaurther aggravates the
situation of the most vulnerable workers in the seconlddor market.

Much of this imperfect substitutability between natiaesl immigrants in Spain
might be explained by the segmentation of the labarket, which, if true, leads to

major concerns on potential efficiency losses far 8panish economy. Important

% Amuedo and de la Rica, 2009, explore the reasons forntipierfect substitution among low-skilled
workers and find evidence that low-skilled natives relotafebs with a lower content of manual tasks.
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topics for further research include the following two questi What are the
consequences for the Spanish economic growth of undangilthis large inflow of
high-skilled immigrants? And second, now that a magession is taking place, what
are the social, economic, and welfare consequencesvoighso many immigrants in
the most vulnerable jobs, and therefore those maadylio suffer from job destruction?
Policy proposals aiming at adding labor market flexibibtyd eliminating rigid and

dual labor market structures will most likely enhance aniefft allocation of labor.

However, what seems more policy concerning is to understenreasons for the imperfect substitution
among high-skilled workers as these may be the soumsoabmic inefficiencies.
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Table 1
Descriptive Statistics

NATIVES FOREIGNERS
LFS Year

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Males 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.51 0.50 0.48 0.48 0.51 0.49 0.50 0.51 0.50 0.50 0.50 0.51
Married 0.64 0.63 0.63 0.62 0.62 0.62 0.61 0.60 0.60 0.60 0.69 0.66 0.63 0.56 0.61 0.63 0.61 0.59 0.59 0.60
Household head 0.37 0.37 0.37 0.38 0.38 0.39 0.40 0.42 0.43 0.43 0.38 0.43 0.40 0.42 0.41 0.44 0.43 0.43 0.43 0.44
Number of years in
the country 430 4.00 3.07 3.20 3.24 3.73 4.38 4.60 4.88 5.29
College degree 0.15 0.16 0.16 0.17 0.17 0.18 0.20 0.20 0.20 0.21 0.26 0.22 0.24 0.23 0.21 0.21 0.20 0.18 0.17 0.17
Some college
(vocational
training) 0.25 0.26 0.27 0.27 0.27 0.28 0.30 0.30 0.31 0.31 0.25 0.29 0.33 0.34 0.35 0.37 0.40 0.42 0.42 0.41
High-school
graduate 0.24 0.22 0.23 0.24 0.25 0.25 0.25 0.26 0.26 0.26 0.17 0.14 0.17 0.16 0.15 0.15 0.15 0.15 0.16 0.17
High-school
dropout 0.36 0.36 0.34 0.32 0.30 0.29 0.26 0.25 0.23 0.23 0.32 0.35 0.26 0.27 0.30 0.26 0.26 0.25 0.26 0.26
Employed 0.58 0.60 0.62 0.62 0.63 0.64 0.66 0.68 0.69 0.69 0.63 0.62 0.69 0.71 0.69 0.71 0.75 0.75 0.73 0.71
20-24 YEARS 0.13 0.13 0.13 0.12 0.12 0.11 0.10 0.10 0.10 0.09 0.03 0.04 0.08 0.07 0.05 0.04 0.03 0.04 0.04 0.04
25-29 YEARS 0.13 0.13 0.13 0.13 0.13 0.13 0.13 0.12 0.12 0.11 0.20 0.18 0.21 0.21 0.21 0.21 0.21 0.20 0.20 0.18
30-34 YEARS 0.13 0.13 0.13 0.13 0.13 0.13 0.13 0.13 0.13 0.13 0.24 0.23 0.21 0.21 0.25 0.23 0.22 0.23 0.24 0.25
35-39 YEARS 0.12 0.13 0.13 0.13 0.13 0.13 0.13 0.13 0.13 0.13 0.19 0.17 0.18 0.19 0.17 0.20 0.20 0.20 0.19 0.19
40-44 YEARS 0.11 o0.12 0.12 0.12 0.12 0.12 0.12 0.12 0.13 0.13 0.09 0.13 0.13 0.13 0.13 0.13 0.13 0.13 0.14 0.14
45-49 YEARS 0.10 o0.10 0.10 0.11 0.11 0.11 0.11 0.11 0.12 0.12 0.09 0.09 0.08 0.08 0.08 0.07 0.10 0.09 0.08 0.09
50-54 YEARS 0.10 o0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.11 0.05 0.05 0.05 0.05 0.06 0.06 0.06 0.06 0.06 0.06
55-59 YEARS 0.08 0.08 0.09 0.09 0.09 0.09 0.10 0.10 0.10 0.10 0.04 0.04 0.03 0.03 0.03 0.03 0.03 0.03 0.03 o0.03
60-64 YEARS 0.08 0.08 0.08 0.08 0.08 0.08 0.08 0.09 0.09 0.09 0.07 0.05 0.03 0.03 0.02 0.02 0.02 0.02 0.02 0.02
Number of
observations 116119 107616 103173 101808 103277 102625 89925 93037 95077 95013 609 773 1147 1579 2252 2838 2931 3968 4968 5544
Population
(in thousands) 23890 24041 24151 24316 24432 24500 24586 24659 24712 24730 266 445 733 1038 1438 1906 2197 2603 3065 3408
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Table 1 Continued
Descriptive Statistics

LFS Year

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Continent of origin
From EU15 0.29 0.28 0.21 0.17 0.14 0.13 0.11 0.11 0.11 0.10
From Europe
(excluding
EU15) 0.06 0.08 0.14 0.16 0.20 0.20 0.23 0.21 0.23 0.24
From
AFRICA 0.25 0.27 0.21 0.16 0.18 0.16 0.15 0.17 0.17 0.17
From Latin
America 0.31 0.31 0.39 0.47 0.46 0.47 0.47 0.48 0.46 0.44
Other origin 0.09 0.05 0.05 0.03 0.03 0.03 0.03 0.02 0.03 0.04
Year of arrival
1990-94 0.46 0.30 0.17 0.14 0.10 0.09 0.07 0.05 0.05 0.04
1995-98 0.45 0.40 0.24 0.19 0.14 0.09 0.10 0.09 0.07 0.05
1999 0.09 0.12 0.14 0.11 0.08 0.08 0.08 0.04 0.04 0.04
2000 0.18 0.18 0.17 0.16 0.15 0.15 0.13 0.09 0.09
2001 0.27 0.14 0.20 0.18 0.16 0.15 0.13 0.09
2002 0.25 0.14 0.17 0.16 0.14 0.14 0.14
2003 0.18 0.12 0.13 0.13 0.11 0.10
2004 0.11 0.11 0.10 0.11 0.11
2005 0.05 0.10 0.09 0.10
2006 0.07 0.10 0.08
2007 0.07 0.10
2008 0.06
Number of
observations 609 773 1147 1579 2252 2838 2931 3968 4968 5544
Population
(in thousands) 266 445 733 1038 1438 1906 2197 2603 3065 3408
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Table 2.A

Natives occupational distribution, by LFS

2000 2001 2002 2003 2004 2005 2006 2007 2008
EPA year
Not working 0,40 0,38 0,38 0,37 0,36 0,34 0,32 0,31 0,31
Professional 0,18 0,19 0,19 0,20 0,21 0,22 0,23 0,25 0,25
Other White- 0,15 0,15 0,15 0,16 0,15 0,16 0,17 0,17 0,17
collar
Blue-collar 0,20 0,20 0,20 0,20 0,20 0,20 0,20 0,19 0,19
Non Qualified 0,08 0,08 0,08 0,08 0,08 0,08 0,08 0,08 0,08
Table 2.B
Immigrants occupational distribution, by LFS
EPA year 2000 2001 2002 2003 2004 2005 2006 2007 2008
Year of arrival: 1990-1994
Not working 0,38 0,31 0,27 0,30 0,29 0,27 0,26 0.34 0,32
Professional 0,20 0,23 0,23 0,21 0,22 0,24 0,15 0.22 0,23
Other White 0,15 0,14 0,16 0,12 0,09 0,09 0,12 0.12 0,11
Blue Collar 0,13 0,17 0,18 0,23 0,24 0,19 0,27 0.19 0,20
Non Qualified 0,14 0,16 0,16 0,14 0,15 0,21 0,19 0.13 0,14
Year of arrival: 1995-1998
Not working 0,33 0,30 0,32 0,29 0,32 0,31 0,30 0,26 0,32
Professional 0,10 0,17 0,14 0,09 0,20 0,17 0,15 0,16 0,14
Other White 0,18 0,19 0,23 0,14 0,12 0,16 0,17 0,12 0,13
Blue Collar 0,18 0,15 0,12 0,20 0,15 0,17 0,18 0,20 0,20
Non Qualified 0,21 0,19 0,20 0,27 0,21 0,18 0,21 0,25 0,22
Year of arrival: 1999
Not working 0,35 0,39 0,28 0,28 0,26 0,25 0,23 0,25 0,30
Professional 0,18 0,11 0,05 0,07 0,09 0,08 0,08 0,08 0,14
Other White 0,16 0,09 0,16 0,09 0,09 0,14 0,19 0,18 0,16
Blue Collar 0,05 0,19 0,26 0,21 0,22 0,26 0,25 0,26 0,22
Non Qualified 0,26 0,22 0,26 0,34 0,34 0,27 0,25 0,23 0,18
Year of arrival: 2000
Not working 0,51 0,32 0,23 0,21 0,22 0,20 0,19 0,20 0,27
Professional 0,09 0,07 0,05 0,11 0,07 0,04 0,06 0,08 0,08
Other White 0,12 0,15 0,18 0,17 0,16 0,18 0,19 0,17 0,17
Blue Collar 0,08 0,13 0,23 0,18 0,23 0,28 0,27 0,27 0,29
Non Qualified 0,20 0,34 0,31 0,33 0,32 0,29 0,28 0,27 0,20
Year of arrival: 2001
Not working 0,26 0,27 0,25 0,20 0,19 0,19 0,24 0,24
Professional 0,14 0,09 0,08 0,07 0,07 0,08 0,07 0,07
Other White 0,12 0,14 0,16 0,15 0,22 0,17 0,16 0,16
Blue Collar 0,16 0,12 0,20 0,27 0,21 0,27 0,24 0,26
Non Qualified 0,32 0,39 0,32 0,32 0,31 0,28 0,29 0,26
Year of arrival: 2002
Not working 0,35 0,30 0,27 0,25 0,23 0,18 0,23
Professional 0,12 0,04 0,06 0,06 0,06 0,06 0,07
Other White 0,16 0,16 0,16 0,16 0,17 0,18 0,15
Blue Collar 0,11 0,17 0,18 0,19 0,22 0,27 0,27
Non Qualified 0,26 0,33 0,32 0,33 0,32 0,32 0,27
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Table 2.B Continued
Immigrants occupational distribution, by LFS

EPA year 2000 2001 2002 2003 2004 2005 2006 2007 2008
Year of arrival: 2003

Not working 0,49 0,41 0,21 0,23 0,24 0,26

Professional 0,08 0,10 0,08 0,07 0,07 0,07

Other White 0,08 0,10 0,15 0,18 0,16 0,17

Blue Collar 0,12 0,15 0,17 0,20 0,24 0,25

Non Qualified 0,23 0,23 0,38 0,32 0,28 0,26

Year of arrival: 2004

Not working 0,43 0,31 0,23 0,25 0,25
Professional 0,13 0,10 0,07 0,07 0,07
Other White 0,08 0,14 0,18 0,19 0,21
Blue Collar 0,11 0,17 0,20 0,21 0,21
Non Qualified 0,25 0,29 0,32 0,27 0,25
Year of arrival: 2005
Not working 0,37 0,32 0,30 0,26
Professional 0,07 0,07 0,06 0,05
Other White 0,13 0,15 0,19 0,19
Blue Collar 0,18 0,12 0,14 0,23
Non Qualified 0,25 0,34 0,31 0,26
Year of arrival: 2006
Not working 0,42 0,34 0,35
Professional 0,07 0,05 0,06
Other White 0,13 0,14 0,13
Blue Collar 0,16 0,16 0,22
Non Qualified 0,23 0,31 0,24
Year of arrival: 2007
Not working 0,43 0,38
Professional 0,05 0,07
Other White 0,11 0,15
Blue Collar 0,14 0,16
Non Qualified 0,28 0,24
Year of arrival: 2008
Not working 0,45
Professional 0,06
Other White 0,13
Blue Collar 0,10
Non Qualified 0,26
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Figure 1.A : Differences in Occupational Predicted Probaifities between Immigrants and Natives, by Time in Spain
Males by Level of Schooling

High-school dropout males, 2002 cohort High-school graduate males, 2002 cohort
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Figure 1.B : Differences in Occupational Predicted Probalbties between Immigrants and Natives, by Time in Spain
Females by Level of Schooling

High-school dropout females, 2002 cohort
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Figure 1.C : Differences in Occupational Predicted Probalbties between Immigrants and Natives, by Time in Spain
Males by Continent of Origin
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2002 cohort
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Figure 1.D : Differences in Occupational Predicted Probalbties between Immigrants and Natives, by Time in Spain
Females by Continent of Origin
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Figure 2.A: Change in Occupational Predicted Probabilitiesvith Time in Spain (Net of Changes Observed in Native Popation)

Males by Level of Schooling
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Figure 2.B : Change in Occupational Predicted Probabilitiesvith Time in Spain (Net of Changes Observed in Native Popation)
Females by Level of Schooling
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Figure 2.C : Change in Occupational Predicted Probabilitiesvith Time in Spain (Net of Changes Observed in Native Popaition)
Males by Continent of Origin
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Figure 2.D : Change in Occupational Predicted Probabilitiesvith Time in Spain (Net of Changes Observed in Native Popation)

Females by Continent of Origin
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Table A.1

Educational Attainment of Natives and Immigrants in the 1999-2008 ES

Immigrants
All Natives All In Spain
Highest education Since 1990-1995 Since 1996-2001 Since 2002
High-school dropouts 29.02 29.19 26.59 33.12 18.83 24.28
High-school graduates 24.08 24.67 15.64 13.34 37.65 15.91
Some college (including28.89 28.19 38.77 30.14 15.89 41.61
vocational training)
College degree or more 18.02 17.95 18.99 23.40 27.63 18.2
Sample sizes 1.0e+06 1.0e+06 2.7e+04 2862 1.1e+04 1.3e+04
Men
High-school dropouts 28.06 28.02 28.71 36.68 29.85 25.60
High-school graduates 25.40 26.08 15.69 14.30 15.85 15.89
Some college (including29.81 29.21 38.27 26.98 37.02 42.32
vocational training)
College degree or more 16.73 16.69 17.32 22.05 17.28 16.19
Sample sizes 5.1e+05 4.9e+05 1.3e+04 1581 5595 5749
Women
High-school dropouts 29.98 30.36 24.45 28.67 25.19 23.09
High-school graduates 22.76 23.26 15.59 12.13 15.94 15.93
Some college (including27.96 27.17 39.28 34.09 38.34 40.96
vocational training)
College degree or more 19.31 19.21 20.68 25.10 20.52 20.01
Sample sizes 5.3e+05 5.1e+05 1.4e+04 1281 5421 6982




Table A.2
Educational Attainment of Natives and Immigrants in the 19992008 LFS, by Origin

EU15
All In Spain
Highest education Since Since  Since
1990- 1996- 2002
1995 2001
High-school dropouts .1086 .123 .1016 1072
High-school graduates .1539 1673 .1518 .1476
Some college (including vocational training) .3519 .3486  .3408 .3664
College degree or more .3856 3611  .4059 .3788
Sample sizes 3287 878 1328 1081
Latin America
High-school dropouts 2214 .2208 .2186 .2238
High-school graduates .1807 .1406  .1858 .1799
Some college (including vocational training) 4275 .3835 .4331 4266
College degree or more .1703 2552 .1624 .1697
Sample sizes 1.2e+04 558 5069 6217
Eastern Europe

High-school dropouts .1528 .0735 .1345 1701
High-school graduates .1228 .0585 .1092 .1362
Some college (including vocational training) 5251 5749 5173 .5258
College degree or more .1993 2931  .239 .1679
Sample sizes 5794 245 2003 3546

Africa
High-school dropouts .6213 6723  .6352 5718
High-school graduates 1373 1118 .1498 .1339
Some college (including vocational training) 1725 1555  .1523 2114
College degree or more .069 .0605 .0628 .0829
Sample sizes 4911 984 2292 1635
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