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Abstract:

Résumé:

This study addresses the question of whether immigrants in
general and relatively recent cohorts of immigrants in particu-
lar use the unemployment insurance program more extensively
than native-born Canadians. For analytical purposes two
databases — microdata from the 1981 and 1991 censuses —
are merged. Multivariate logit regression analysis shows that
after all factors are controlled for, immigrants in general had a
lower probability of using UI than Canadians. When immigrants
are disaggregated by cohort, econometric tests show that the
cohort effects apparent in the raw data are not statistically sig-
nificant. All immigrants in general also received smaller
amounts of Ul dollar benefits than native-born Canadians.

La présente étude vise 4 déterminer si les immigrants en géné-
ral et les cohortes d’immigrants récemment arrivés au pays en
particulier ont recours a 'assurance-chémage plus fréquemment
que les Canadiens de naissance. Deux bases de données ont été
fusionnées aux fins d’analyse, soit les microdonnées des recen-
sements de 1981 et 1991. L’analyse de régression logit 4 plu-
sieurs variables montre qu'une fois tenu compte de tous les
facteurs, les immigrants en général ont moins de chances d’avoir
recours a I'assurance-chémage que les Canadiens. Lorsque les
immigrants sont séparés en cohortes, les tests économétriques
montrent que les effets par cohorte apparents dans les données
brutes ne sont pas significatifs. De fagon générale, tous les im-
migrants regoivent également moins en prestations d’assurance-
chémage que les Canadiens de naissance.
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B Although a great deal of research material is now avail-
able on how Canadian immigrants have affected the labor market
and on the earnings of domestic workers, relatively little is known
about these two groups’ usage of the Unemployment Insurance (UI)
program. (For reviews of research on Canadian immigration, see
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DeVoretz, 1995, and Samuel, 1995.) If immigrants make greater use
of social programs such as social assistance or Ul than do native-
born Canadians, they might be imposing a special burden on the
economy. In the current fiscal climate, this has often surfaced as a
source of public concern.

During the 1980s and the early part of the 1990s, the percentage of
new immigrants who were admitted under the “independent” class,
and hence were screened through labor market criteria, declined
substantially. Correspondingly, the percentage of new immigrants
who were admitted under the “family class” and as refugees, and
hence were not required to meet these criteria increased (see Roy,
1997). There is a general perception that immigrants as a group,
and the more recent immigrants in particular, have been experienc-
ing special labor market adjustment difficulties and consequently
might have become more dependent upon social programs (for in-
stance, see DeVoretz, 1995). However, hard empirical evidence con-
cerning this proposition has to date been scarce.

The present study was conducted as part of an evaluation of the
regular Ul program (sickness, maternity benefits, etc., under Ul are
not covered here). This short study is not an evaluation of the mam-
moth Ul program; neither does it pretend to be an evaluation of the
immigration program and policy. It focuses on program use by a
specific labor force group that accounts for over 55% of annual labor
force growth in Canada. Needless to say, an analysis of program
use by different groups of users is an important part of evaluation
(for patterns of use of the Ul program identified by other attributes
such as industry and regions, and the implications of these, see Corak
and Pyper, 1994).1

LITERATURE REVIEW

Several American empirical studies have examined the usage of
transfer programs (mainly social assistance) by immigrants to the
U.S., employing single cross-sectional data (Blau, 1984; Tienda &
Jensen, 1986). A more recent study by Borjas and Trejo (1991) points
out the deficiencies of using a single cross-sectional database to draw
inferences about the relative propensities to use the welfare system
of immigrants and the native born.

In the Canadian context, one study (Baker & Benjamin, 1995b), us-
ing the 1986 and 1991 Survey of Consumer Finances, found that
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immigrant men had lower participation rates in social assistance
and UL In another study the same authors (Baker & Benjamin,
1995a) examined the participation of immigrant women in welfare
as well as Ul They used the same databases for this analysis as for
the preceding one. This study reported that immigrant women also
had lower participation rates in Ul than native-born women.

The purpose of this study is to provide an analysis of whether immi-
grants in general use the unemployment insurance program more
extensively than do the native-born Canadians. The study also fo-
cuses on whether recent immigrant cohorts in particular are more
dependent on the UI system than earlier cohorts. If the findings
show that recent immigrant cohorts use the Ul system more than
earlier ones, after all factors have been taken into account, this would
demonstrate that recent immigrants have been experiencing some
special labor market adjustment problems. This evidence would,
however, be only partial, as there is some interaction between Ul
and welfare — some go on welfare before becoming eligible for Ul
and others after exhausting their Ul benefits (see Wong, 1994 for
an analysis of interaction and overlap between Ul and welfare for
job losers in general).

The present study provides an additional line of evidence on use of
the Ul system by immigrants and complements the findings by Baker
and Benjamin (1995b), who utilized a data set different from the
one used in this study.

DATA AND DESCRIPTIVE ANALYSIS

For analytical purposes two databases have been merged: the Pub-
lic Use Sample Tapes of the 1981 and 1991 censuses. These are
microdata, and the unit of observation is the individual. Such data
are equivalent to constructing a pseudo-longitudinal database. For
technical reasons, two cross-sectional data points are required to be
able to distinguish between and estimate separately what are de-
scribed as the “assimilation” and “cohort” effects on Ul usage by
immigrants (see discussion below).

Samples selected consisted of native-born Canadians and immigrants
(identified as being foreign born and by their year of immigration to
Canada) between 15 and 64 years of age and who had reported five
or more weeks of work in the reference year.
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In the sample selection process some problems were encountered
with regard to the Atlantic provinces. Data on year of arrival of im-
migrants to the Atlantic region were limited. For this reason, the
Atlantic provinces were excluded from this study.2

The immigrant samples, with both sexes combined, were 42,915 and
12,699 from the 1991 and 1981 censuses respectively. Immigrants
accounted for about 10% of the total sample (combined samples of
immigrants and native-born Canadians) from the 1991 census and
5.3% of the total sample from the 1981 census (for details, see Roy,
1998).

Incidence of Ul Usage

Table 1 presents the incidence of Ul usage for Canadians and for
different immigrant cohorts.

For 1990 (reference year for the 1991 census), the incidence of Ul
usage (both sexes combined) was lower among immigrants than
Canadians by 1.4 percentage points (16.1 versus 17.5% respectively).
This was also true for 1980, and the differential was larger (11.7 for
Canadians versus 9.3 for immigrants).

Table 1

Incidence of Ul Usage by immigrants and Native-born Canadians, By Gender
(Percentage who used Ul program)

Both sexes Men Women

1990 1980 1990 1980 1990 1980
Native born 175 1.7 17.2 117 17.7 11.8
Immigrant cohorts (all) 16.1 9.3 15.4 8.1 168 109
1MM86-91 18.1 na 18.1 na 18.2 na
{IMM81-85 17.9 na 16.2 na 19.8 na
IMM76-80 15.1 8.8 14.0 74 16.3 10.9
iMM71-75 138 10.0 135 89 14.1 11.3

Note. From 1981 and 1991 censuses of Canada. The respondent was asked whether he/she
had received any Ul benefits during the reference year. To illustrate, during the reference year

1990, 16.1% of immigrants received Ul benefits, as compared with 17.5% of native-born Cana-
dians.
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It is also evident that the incidence of Ul usage increased substan-
tially between 1980 and 1990 for both native-born Canadians and
immigrants. The number of Canadians using the Ul program in-
creased from 11.7% to 17.5% (an increase of 5.8 points); the increase
was larger in the case of immigrants (6.8 points). Between 1980 and
1990 propensity to use the Ul program increased both in the cases
of Canadians and immigrants in general, but it was more pronounced

for immigrants. This result is described later in this study as the
“period effect.”

Immigrants gradually assimilate into the host country’s social frame-
work, cultural milieu, and economy. Research on the process of ad-
aptation of immigrants to the Canadian labor market has reported
that with increasing years of residence in Canada the labor market
performance and earnings of immigrants improve (see, e.g., Bloom
& Gunderson, 1991). This result, which would tend to reduce their
dependence on transfer payments, is described as the “assimilation
effect.” There is some evidence of this assimilation effect on immi-
grants’ use of Ul in the raw data presented. For example, immigrants
who had lived in Canada for only 1 to 5 years (IMM86-91) had a Ul
usage rate of 18.1% in 1990, but those who had lived in Canada for
15 to 20 years (IMM71-75) had a much lower rate of 13.8%.

Relatively recent immigrants used the Ul system substantially more
than immigrants of older vintage. For instance, the incidence of par-

Table 2

Mean Ul income (If Positive Ul Income Received) in Current Dollars Received
by Immigrants and Native-born Canadians, By Gender

Both sexes Men Women

1990 1980 1990 1980 1990 1980
Native born 3873 1887 4370 2,056 3,297 1,646
Immigrant cohorts (all) 3,657 1,640 3,955 1,449 3,354 1,843
iIMM86-91 3,579 na 3,877 na 3,231 na
IMM81-85 3,640 na 3,951 na 3,359 na
IMM76-80 3683 1,579 3,948 1,789 3,430 1,400
IMM71-75 3,705 1,673 4014 1870 3,366 1,449

Note. From 1981 and 1991 censuses of Canada. Compiled from income sources reported. To
illustrate, during the reference year 1930 immigrants on average received $3,657, as com-
pared with $3,873 in the case of native-born Canadians.
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ticipation in Ul among immigrants arriving in Canada between 1986
and 1991 (IMMB86-91) was 18.1% in 1990, whereas only 8.8% of im-
migrants who arrived between 1976 and 1980 received Ul benefits
in 1980. Note that in both cases the number of years since immigra-
tion is being kept constant in this comparison, at one to five years.
A similar conclusion emerges when IMM81-85 and IMM71-75 are
compared. Only 10% of immigrants who arrived between 1971 and
1975 received Ul in 1980, whereas a substantially larger proportion
(17.9%) of immigrants who arrived between 1981and 1985 received
Ul in 1990. Here again, time since immigration is kept unchanged
at five to ten years. These data thus suggest that there was an in-
crease over time in the propensity of immigrants of a given vintage
to use UI, and thus suggest the presence of what has been described
as the “cohort effect.”

These cohort effects can be observed separately in the male as well
as female groups. In both cases there have been increases in pro-

pensity to use Ul over time, though the increase is yielded by differ-
ent measures.

Women immigrants generally show a slightly higher incidence of
UI usage than men; otherwise the trends encountered are similar
to those shown by men. According to the 1991 census (not shown
here; for details see Roy, 1998), within the sample of Canadians those
belonging to the youth group (15-24 years) are the largest users of
Ul (17.2% as compared with 16.0% for prime age workers). Within
the immigrant group, on the other hand, younger workers make less
use of Ul than the prime age group. Also, according to the 1991 cen-
sus, within the Canadian-born group the incidence of usage of Ul is
higher than the national average (17.5%) in Quebec and B.C., and
is lower in Ontario and the three Prairie provinces. Within the im-
migrant group, despite some minor differences, usage of Ul by prov-
ince is similar to the pattern of usage by Canadian-born workers.
By source country, again using the 1991 census data, immigrants
from the Middle East, western Asia, and South Asia used the Ul
program in larger numbers than did those from the U.S., Europe,
and East and Southeast Asia.

UT Benefit Dollars

Immigrants received a smaller average amount of Ul benefits than
Canadians, although the difference is not substantial (see Table 2).
The smaller amount of Ul benefits received by immigrants may be
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due to the fact that they had lower average insurable earnings than
Canadians or they had worked a smaller number of weeks in the
qualifying period, or both.

By immigrant cohort, the findings are somewhat challenging, and
not straightforward as in the case of incidence of usage. Among im-
migrants who received Ul benefits at all, those of older vintage re-
ceived slightly larger UI benefits than more recent immigrants.
Several factors may be responsible for the observed fact that immi-
grants of older vintage make more intensive use of the Ul system.
Is it possible that as time in Canada increases, they learn more about
the parameters of the Ul system and tend to stay longer on UI?
Certainly, with a longer stay in Canada more of them become eligi-
ble to receive UI. With a longer stay in Canada their earnings level
also increases; because the amount of Ul benefits received depends
upon wage rate, immigrants of older vintage hence receive more Ul
dollars. The foregoing requires a more refined empirical analysis
(see logit analysis reported below).

Both native-born men and immigrant men received larger Ul ben-
efits than the comparable women. This may be due to the fact that
men have higher average earnings as well as more weeks of work in
the UI qualifying period than women.

In recent years there has been a significant increase in the number
of refugee claimants in Canada. On arrival, they usually become
candidates for social assistance. However, after they are given work
permits pending a decision on their claim, refugee claimants can
use the Ul program once they become eligible for Ul benefits.3 Cen-
sus data do not permit a precise identification of this category. In
the census data there is an omnibus category under “immigration
status indicator” called “non-permanent residents.” A non-perma-
nent resident has been defined as a person who is in Canada on a
student authorization, employment authorization, or minister’s per-
mit or who is a refugee claimant. An examination of 1991 census
data (without applying the selection criteria for the regression analy-
sis sample) showed that the incidence of usage of UI by non-perma-
nent residents was the same as that of immigrants and slightly lower
than that of native-born Canadians (12.7% for non-permanent resi-
dents, 12.6% for immigrants, and 15.6% for Canadians).

In public debates, questions often arise whether immigrants who
are visible minorities use social programs more than other immi-
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grants. According to the 1991 census, which enables us to identify
some visible minority groups,4 8.8% of the sample belonged to a vis-
ible minority group. A simple cross-tabulation of the data (again
without applying the sample selection criteria discussed above)
showed that the proportion of visible minorities who received Ul
benefits was not higher than that of immigrants.

The following major findings emerge from a descriptive analysis of
the data:

1. Overall, immigrants make less use of UI than native-born
Canadians. Within the immigrant group, relatively recent
immigrants use the Ul program more extensively than the

immigrant group as a whole, as well as more than native-
born Canadians.

2. In terms of the amount of UI benefits received, immigrants
on average received a smaller amount than Canadians.
Among immigrant cohorts, however, immigrants of older
vintage used the Ul program more extensively and received
a larger amount of Ul benefits on average than all immi-
grants as a group.

ANALYTICAL FRAMEWORK

The raw data thus indicate that a smaller proportion of immigrants
than of native-born Canadians use the Ul program. Most policy
makers feel tempted to draw inferences from these raw data, which
might often be misleading (see Borjas and Trejo, 1991). For a more
robust conclusion, a variety of factors would have to be controlled
for and an econometric analysis is needed. For instance, the demo-
graphic characteristics such as age, sex, level of education, and re-
gion of residence determine the employment and unemployment
patterns of both immigrants and others and thus their probability
of using Ul In addition, labor market conditions and Ul eligibility
are important determinants of the probability of using Ul for na-
tive-born Canadians as well as immigrants.

Assimilation and Cohort Effects

In the present context, the cohort effect is defined as an increase or
decrease in the propensity of immigrants of a given vintage to use
Ul, holding the years of residence in Canada unchanged. The as-
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similation effect, on the other hand, means gradual convergence of
immigrants’ behavior pattern with that of the population of the host
country. When applied to an earnings profile, for example, the as-
similation effect means that if immigrants start out at a lower level
than Canadians, their earnings would increase with years of resi-
dence in Canada and may eventually catch up to the level of those
born in Canada.5 If, on the other hand, immigrants start out with
higher earnings than the Canadian-born population, we would ex-
pect a decline with years of residence in Canada.

Note that Ul regulations are the same for immigrants as for Cana-
dians. For information on the coverage and eligibility and entitle-
ment criteria of Ul benefits and changes made in the Ul program
from time to time, a variety of diverse sources are available; these
are not discussed here. The assimilation effect may be pulling the
propensity to use Ul in two different directions. In order to qualify
for and receive Ul, an immigrant must be unemployed. The greater
the job instability, the greater would be the use of UI during inter-
ruptions of employment. With longer years since immigration (YSM),
the labor market performance of immigrants is expected to improve,
and thus the need to use the Ul program is likely to decrease. On
the other hand, to qualify for Ul the immigrant must accumulate
the prescribed minimum number of weeks of work during the quali-
fying period (52 weeks prior to applying for UI). With longer YSM,
more immigrants are likely to qualify for Ul. Thus the net assimila-
tion impact could be either to increase or to decrease the use of UI.

Several authors (Blau, 1984; Tienda & Jensen, 1986) used a single
cross-sectional database to conclude that immigrants were less de-
pendent upon social assistance than native-born Americans. In more
recent literature on the subject, the question has been raised whether
estimates of assimilation effects can be retrieved from a single cross-
sectional database. Years since immigration to Canada and year of
arrival have a one-to-one relationship in a single cross-section. There-
fore, if there are cohort effects correlated with the year of arrival,
they cannot with a cross-sectional database be disentangled from
the independent effects of assimilation. To disentangle them, we need
a longitudinal database or at least two cross-sections, so that we
can observe each cohort at different points of the assimilation pro-
file — that is, the same cohorts with different YSM. (For a more
detailed discussion see Borjas and Trejo, 1991.) Because there are
no updated longitudinal data for Canada that are suitable for con-

ducting this analysis, the analysis is carried out by pooling two cross-
sections.b
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Multivariate Logit Regression Model

The following specification is used for estimating the multivariate
logit regression model:

log [ P;/ (1-Py)]]
=X; o+ ZB¢ Ci + v1 YSM; + v2 YSM; 2 + T + ¢ (1)

where:

P

YSM =

probability of the individual’s receiving UI; this is 1 if the
individual received Ul and 0 otherwise.

standard demographic and human capital control variables
and includes age, sex, level of education, marital status,
region of residence, whether resident of a census metro-
politan area, and so on. It also includes some proxy vari-
ables for Ul eligibility. Region variables would serve as a
proxy for variations in UT eligibility by region. In addition,
it is important to take into account the fact that self-em-
ployed workers as well as a large segment of part-time

workers are excluded from Ul coverage and are not eligi-
ble for UI benefits.

a set of dummy variables for immigrant cohorts, such as
IMM?71-75. For native-born Canadians these dummy vari-
ables are set equal to 0. The associated regression coeffi-
cients can thus be interpreted in a relative sense:
probability of an immigrant cohort’s receiving Ul relative
to the Canadian born.

years since immigration. This is set equal to zero for na-
tive-born Canadians. With this specification, the estimated
probabilities can be interpreted in a relative sense, that is,
immigrants relative to native-born Canadians. YSM square
captures any nonlinearities.

a dummy variable to capture the period effect on the prob-
ability of receiving Ul It is set equal to 1 if the individual
is from the 1991 census and 0 otherwise.

The interpretation of estimated coefficients and some hypotheses re-
lating to the variables included in Equation (1) are discussed below.?
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The coefficient on age is expected to be positive, reflecting that as
individuals advance in age, they accumulate more skills and work
experience and their employment stability improves. This would tend
to reduce their probability of receiving UL. However, it may also have
the opposite effect: Their work history improves and more of them

become eligible for UI as they accumulate more qualifying weeks of
work.

Level of education is expected to have a negative impact on the prob-
ability of using UI, other things being equal, as higher education
and skill level is associated with greater employment stability.

Marital status of the household head has usually been reported as
encouraging more intensive job search efforts and therefore lower
dependence on Ul (or welfare). These coefficients on C measure the
cohort effects after the effects of the relevant demographic and eco-
nomic variables have been factored out. These coefficients show the
probability of UI usage by an immigrant cohort (who arrived during
1971-75, for instance), relative to Canadian-born workers. The co-
efficients on years since immigration measure the effect of “assimi-
lation” on immigrants’ usage of Ul, as age is controlled for in the
vector of variables X. As was noted above, the effect of assimilation
on Ul usage may be both positive and negative. The coefficient on T
captures the period effect and is a measure of structural changes in
the labor market and Ul parameter changes between 1981 and 1991
affecting the probability of usage of UL. Equation (1) imposes the
restriction that the period effect on Ul usage experienced by immi-
grants is identical to the period effect for native-born Canadians.
Without this assumption, the variables representing the number of
years of residence in Canada, the year of immigration, and the
dummy variable for the census year would be perfectly collinear.

EMPIRICAL FINDINGS
Probability of Using Ul

As already noted, several control variables were incorporated in the
regression model. The parameter estimates and variables that are
of main interest in the present study are those relating to Ul usage.
The signs of demographic variables were usually in the expected
direction. There were, however, some exceptions. Self-employment
status, introduced to reflect the fact that self-employed persons are
not eligible for UI, was positive and significant (wrong sign) and
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was dropped from the final runs. The coefficient on part-time em-
ployment as a proxy for eligibility for UI, however, was negative as
expected. Second, the education variable (total years of schooling)
also had a wrong sign (positive) in the Ul usage equation. Use of
several alternative specifications did not alter the result. The rea-
son for this is not entirely clear. One possible explanation is that,
although higher education level improves employment stability and
thus reduces the need for Ul, it also moves workers from occupa-
tions without Ul coverage to ones with coverage.

The coefficients for dummy variables relating to weeks of employ-
ment to capture eligibility for UI claim were also in the right direc-
tion, that is, those who had more weeks of employment also had a
higher probability of receiving Ul benefits.8 Note also that the pa-
rameter estimates were highly sensitive to the addition of demo-
graphic variables.

Table 3 presents the estimates of probability of immigrants receiv-
ing Ul relative to native-born Canadians.® Other things being the

Table 3

Probability of Immigrants Using Unemployment Insurance Program
(Percentage)

Variable Derivative x100
1991* 6.8

Age* 0.6

Age squared” -0.0009
Years since immigration* 1.2
Years since immigration squared* -1.4
Females* 0.04
Immigrants* -6.2

Note. Pooled observations from 1991 and 1981 censuses using logit estimation procedure.
The raw probability coefficients were used to estimate the derivative, dP/dX, where P is the
probability and X is the variable. The derivative gives a measure of the marginal impact of a
change in X on the probability of using Ul. Derivative dP/dX for each of the variables was
obtained by using the formula P (1-P}xQ, where P is the mean probability for the sample and Q
is the raw probability coefficient. The derivatives were multiplied by 100 to convert them to
percentage points. The mean probability of receiving Ul benefits was 15.3% for the entire sam-
ple of native-born Canadians and all immigrant cohorts. Other control variables incorporated
included marital status, education, region, residence in a census metropolitan area, weeks worked
in the reference year, whether worked part-time, and whether self-employed.

* p<0.05.
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same, the results show that the probability of UI use by Canadians
as well as immigrants was 6.8% higher in 1991 than in 1981. As
already noted, the unemployment rate was higher in 1991 than in
1981 (10.4 and 7.6% respectively). Due to the specification used in
the empirical model, it has to be assumed that an increase in unem-
ployment rate affects immigrants in the same way it does the na-
tive born (Borjas & Trejo, 1991, p. 202), although some researchers
have reported differential impacts on immigrants and native born

of changes in the aggregate unemployment rate (Chiswick, 1995;
Roy, 1997).

The period variable also captures changes in Ul regulations between
1981 and 1991 (for a review of changes in the Ul program during
this period, see Wong and Roy, 1992).

Immigrants in general had a 6.2% lower probability of using UI than
native-born Canadians. Every year of stay in Canada since immi-
gration tended to increase the probability of using UI by 1.2% but at
a reduced rate. Thus the length of stay in Canada had a positive
assimilation effect on use of the Ul program by immigrants.10 Fe-
males had a slightly higher probability of use than males.

This finding of a positive assimilation effect on Ul usage by immi-
grants was also reported in another Canadian study (Baker &
Benjamin, 1995a). The estimate of the assimilation effect obtained
in this study is higher than the one reported by the Baker and
Benjamin study. The latter focused on immigrant women and used
data from the Surveys of Consumer Finance. The authors attrib-
uted the increased participation of immigrants in the UI program
to “increased program knowledge”: with a longer stay in the coun-
try, immigrants become more and more aware of the parameters of
the Ul program and make use of the system more extensively. The
same reasoning seems to apply to the present analysis. (For a de-
tailed analysis of learning effects on program participation, see
Lemieux and MacLeod, 1994.)

Table 4 shows the estimates for immigrants disaggregated by im-
migrant cohort. The major finding in this table is that all immi-
grant cohorts had a lower probability of using UI relative to
native-born Canadians, consistent with the finding emphasized in
the preceding table. Second, relatively recent immigrants (IMM86-
91, for instance) had a higher probability of using Ul than immi-
grants of older vintage. However, econometric tests did not confirm
that the differences were statistically significant.11
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Ul Benefit Dollars Received

Table 5 presents regression results relating to the amount of Ul
benefits received by immigrants. On average, all workers who re-
ceived UI benefits at all received $1,977.40 more in UI benefits in
current dollars in 1991 than in 1981. Age had a positive effect on
amount of Ul benefits received, which is consistent with the hypoth-
esis that as age increases (which serves as a proxy for work experi-
ence) the number of weeks of employment increases, and thus the
eligibility for Ul as well as the number of weeks one can draw Ul
increases. This tends to increase the amount of UI benefits. Females
received $865.80 less in UT benefits than males.

Amount of UT benefits received by immigrants increases with increas-
ing number of years spent in Canada, reflecting the positive assimi-
lation effect on Ul usage. Thus the longer immigrants stay in Canada,

Table 4

Regression Analysis of Probability of Using Unemployment Insurance
Program By immigrant Cohort (Percentage)

Variable Derivative x 100
1991* 57
Age” 04
Age squared -0.007
Years since immigration* 1.0
Years since immigration squared” 0.4
Females 0.2
IMM71-75 741
IMM76-80 -14
IMM81-85 5.4
IMM86-91 2.2

Note. Pooled observations from 1991 and 1981 censuses using logit estimation procedure.
The raw probability coefficients were used to estimate the derivative, dP/dX, where P is the
probability and X is the variable. The derivative gives a measure of the marginal impact of a
change in X on the probability of using Ul. Derivative dP/dX for each of the variables was
obtained by using the formula P (1-P)xQ, where P is the mean probability for the sample and Q
is the raw probability coefficient. The derivatives were multiplied by 100 to convert them to
percentage points. The mean probability of receiving Ul benefits was 15.3% for the entire sam-
ple of native-born Canadians and all immigrant cohorts. Other control variables incorporated
included marital status, education, region, residence in a census metropolitan area, weeks worked
in the reference year, whether worked part-time, and whether self-employed.

* p<0.05.
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the more intensively they use Ul, and this is consistent with the find-
ing that length of stay has a positive effect on use of UI.

All immigrant cohorts received smaller amounts of Ul dollar ben-
efits than native-born Canadians. Among immigrant cohorts, how-
ever, no definite pattern emerges, and the differences are very small
in dollar values and not statistically significant. Evaluating at the
mean value of the amount of UI benefits received by the entire sam-
ple, immigrant cohort IMM86-91 received 10.9% less than native-
born Canadians. The comparable figures for IMM81-85, IMM76-80,

and IMM71-75 are, respectively, 10.3, 10.3, and 11.5% less than
Canadians.

Several researchers have reported that the “quality of immigrants’
labor market skills [as tracked by earnings performance] declined
following changes in Canada’s immigration policies” that led to a
sharp increase in the percentage of immigrants admitted on the basis
of family ties (Bloom & Gunderson, 1991, p. 341; and, more gener-
ally, DeVoretz, 1995). The present study does not address the issue
of changing skills of immigrants. To the extent that a labor force
group’s use of the Ul program for income support can be related to

Table 5

Regression Analysis of the Amount of Ul Benefits Received By Immigrants
(in current dollars)

1991* 1,977.4
Age’* 108.8
Age squared -12
Years since immigration” 26.6
Years since immigration squared* -09
Females* -865.8
IMM71-75 -3795
IMM76-80 -341.4
IMM81-85 -341.1
IMM886-91 -359.3
Mean of Ul benefits received 3,303

Source. Pooled observations from 1991 and 1981 censuses using OLS; the coefficients have
the usual interpretation. Other variables incorporated included marital status, education, re-
gions, residence in a census metropolitan area, weeks worked in the reference year, whether
worked part-time, and whether self-employed.

*p<0.05.
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labor market adjustment difficulties (admittedly, the relation may
not be very close), this study provides no strong evidence to suggest
that labor market performance of relatively recent immigrant co-
horts gives any cause for alarm.

CONCLUSIONS

This study examines whether immigrants are more dependent upon
the unemployment insurance program than native-born Canadians.
Recent methodological refinements emphasize that cohort effects
must be separated from assimilation effects, and in order to be able
to do so it is important to combine at least two cross-sectional data
points. Accordingly, for analytical purposes two databases —
microdata from the 1981 and 1991 censuses — are merged.

A multivariate logit regression model is fitted to the merged data-
base. The following major conclusions emerge from this study. First,
the econometric findings confirm that immigrants in general use the
Ul program less than native-born Canadians, and thus concern over
excessive use of the Ul program by immigrants does not appear to
be justified. Second, immigrants’ use of the Ul program increases
with their length of stay in the host country, even though the level
of usage still remains below that of native-born Canadians. This
phenomenon can be attributed to the learning effect or greater pro-
gram knowledge. Third, differences in the utilization of the Ul pro-
gram by different immigrant cohorts, such as those who arrived
during 1986-90 and those of older vintage, for instance arriving in
1971-75, are very small and are not statistically significant.
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ENDNOTES

1.

In addition, the present study was prompted by a recent Auditor
General report, which pointed out that the impact of immigrants on
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transfer programs has never been formally evaluated by the Pro-

gram Evaluation Branch of Human Resources Development Canada
(HRDC).

2. A separate analysis included the Atlantic provinces by estimating
immigrants’ usage of the Ul program relative to native-born Cana-
dians without differentiating immigrants by cohort. The findings
were not different from those of the analysis that excluded the At-
lantic region.

3. In 1985, following the Supreme Court of Canada interpretation of
the Canadian Charter of Rights and Freedoms, employment authori-
zations were granted to “in-Canada exempted” groups such as refu-
gee status claimants, applicants for landing in family class, and
convention refugees.

4, The main source of information used to identify who is in a visible
minority group was the ethnic origin question, but other cultural
variables such as place of birth, mother tongue, and religion were
also used as supplementary information. Ten visible minority sub-
groups were established: Black, South Asian, Chinese, Korean, Japa-
nese, Southeast Asian, Filipino, other Pacific Islanders, West Asian
and Arab, and Latin American. For more details, see Census Record
Layout. For an excellent analysis of immigrant participation in Ul
by ethnic origin, see DeSilva (1997).

5. For a more detailed discussion of this concept, see Borjas (1985),
Borjas and Trejo (1991), and Baker and Benjamin (1995a).

6. This results in the creation of a pseudo-longitudinal database. Some
limitations of this approach should be noted. The major limitation
is that a particular entry cohort observed in 1991 is not necessarily
representative of the same population as the corresponding sample
that is observed in 1981. Nonrandom patterns of mortality, out-mi-
gration, and differential undercounting could somewhat undermine
the comparability of the samples (for a more detailed discussion of
this, see Bloom & Gunderson, 1991, p. 333). However, some of these
problems could also arise in a standard longitudinal data set due to
attrition, for similar reasons, including nonresponse and inability
to locate the original sample unit at a different point in time.

7. For a discussion of the rationale for using the logit model and the

properties of such a model, see Wonnacott and Wonnacott (1979,
pp. 131-136).
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8. It may be noted, however, that due to data limitations (the sample
is a truncated one), the employment variable may not capture the
entire qualifying period (52 weeks prior to applying for Ul benefit).

9. To economize on space, only the relevant coefficients are reproduced

here. Complete regression results are available from the author upon
request.

10. A positive assimilation effect (that is, the effect of a longer stay in
the host country, other things being the same) on welfare recipiency

has also been reported for American immigrants (Borjas & Trejo,
1991).

11.  The probability estimates vary within a narrow range of 5 percent-
age points between IMM86-91 and IMM71-75. The likelihood ratio
test done showed that the hypothesis of equality of cohort effects
could not be rejected at 5% level of significance. This is consistent
with the result obtained by Baker and Benjamin (1995a). The esti-
mates of cohort effects obtained by them were, however, larger in
magnitude than the ones found in the present study.
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