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Executive summary

Recent trends indicate that the gap between the low-income rates for immigrants and those born
in Canada has increased substantially since 1980. Rising low-income rates among more recent
immigrants relative to both the Canadian-born and immigrants who have been in Canada longer
are cause for concern because low-income potentially impacts the ability of immigrant individuals
and families to participate economically, socially, culturally, and with dignity in their communities.
While the latest research results point to improvements in immigrant economic outcomes relative
to the Canadian-born, there remain immigrants who have not seen an increase in relative
economic performance, and who live in chronic low-income. This is potentially one of the most
serious social and labour market challenges that Canada is facing. The objective of this report is
to provide an overview of the low-income situation of immigrants in Canada with the goal of
highlighting aspects of this issue in need of additional research. This report is organized into four
parts. Part one considers the policy importance of the issue of low-income and immigration. Part
two provides a description of low-income measures and touches upon differences to reflect on
when using these indicators to evaluate immigrant economic outcomes. This is followed in part
three by an examination, based on a review of the research literature, of the factors that
contribute to the low-income situations of immigrants in Canada. Finally, part four provides a
brief summary, along with research and data considerations for the investigation of low-income
and immigration going forward.

There are a number of low-income lines used to inform policy development in the area of
immigrant economic integration. Low-income measures such as Statistics Canada’s Low-Income
Cut Off (LICO) and Low-Income Measure (LIM), and Human Resources and Skills
Development Canada’s Market Basket Measure (MBM) can be used to identify the low-income
population, while measures of chronic low-income and low-income intensity are often used in
studying trends in the depth and duration of low-income spells among immigrants. It is
meaningful to understand if a situation of low-income is transitory or persistent, as policy
solutions may be very different. The existing low-income measures are designed to identify low-
income individuals from different angles. Given the many dimensions of low-income, it may not
be possible to find one measure that provides a complete picture; rather, it is argued in several
studies reviewed that it is most useful to develop or adopt multiple measures of low-income.
Although the use of LICO has been prevalent to date in studies looking at immigrants and low-
income, the growing obsoleteness of this measure (with increasing number of years from a 1992
base year), along with recent data developments imply a likelihood of a move towards more
prevalent use of LIM-based measures (which are derived from the distribution of incomes in the
underlying population in each year) going forward.

Low-income is widely accepted as an indicator of access to economic resources among members
of society and is therefore often used as a key indicator of immigrant integration and well-being.
This study reviews the factors contributing to the earnings outcomes among recent immigrants
(low-income among immigrants has closely tracked earnings trends, since earnings are the most
significant component of family income, which is used to calculate low-income rates), focusing
on the relationship between the characteristics of immigrants, or the socio-economic attributes
that immigrants bring with them (including immigration category, year of landing and years in
Canada, age, education, gender, source country, family type, province of residence, occupation,
etc.), and the opportunities and barriers presented by the host society, be they economic, social,
or institutional. Only through comparisons can factors be brought to light that explain why some
groups end up more or less affected by low-income. Overall, the causes of low-income amongst




immigrants are multifarious. For working age immigrants, for example, a shift in their
characteristics and the cyclical nature of the economy may lead to additional barriers to the
labour market, while for senior immigrants, their family size, family type, and motivations for
immigration may generate different income levels.

In reviewing the recent literature on the low-income situation of immigrants in Canada and in
examining different measures of low-income, this report concludes with the identification of
potential new research possibilities. Specifically, a gap in research is revealed on the low-income
situation of immigrants post-2006, the time of the last Canadian Census of population. There are
two key reasons why the post-2006 time period is of particular policy importance with respect to
understanding the low-income situation of immigrants in Canada today. First, many immigration
policy changes have taken place since 2002, starting with the implementation of the Immigration
and Refugee Protection Act (IRPA), and it is important to understand how these changes have
influenced the income situation of recent immigrants. Second, labour market conditions
throughout Canada (and many areas of the world) since 2006 have changed considerably (for
example, the Canadian economy underwent a recent recession, from October 2008 to October
2009). In light of the recent changes in immigration policies and both domestic and global
economic downturn and recovery, research is needed that looks at the low-income situation of
recent immigrants in this new landscape.

To this end, data are needed that will contribute to the current understanding of the low-income
situation of immigrants in all admission categories, including economic immigrants, and
particularly among family class immigrants and refugees. The past has seen a fairly steady use of
several Statistics Canada’s surveys to examine the low-income situation of immigrants and other
Canadians, mainly the Census, the Survey of Labour and Income Dynamics (SLID), and to a
lesser extent, the Longitudinal Administrative Database (LAD)-Longitudinal Immigration
Database (IMDB) (LAD-IMDB Database). Recent developments with regards to these
traditionally used surveys have important implications (reviewed in this report) for the continued
study of immigrants in low-income going forward. A recently Redesigned IMDB that now
includes family formation (among other additions) is likely to become the key information source
to examine the labour market transitions of immigrants, including into and out of low-income
situations. In light of policy focused on improving the economic outcomes of immigrants,
research and data development in the areas of low-income — incidence and causes — is a priority




Introduction

Research findings suggest a worrisome problem of low-income among recent immigrants to
Canada (see, for example, Picot, Lu, and Hou, 2009; Fleury, 2007; Picot, Hou, and Coulombe,
2007; Picot and Sweetman, 2005; Palameta, 2004; and Picot and Hou, 2003). Recent immigrants
consistently show up as one of the non-elderly groups most likely to experience low-income.'
Incidence of low-income is much higher among recent immigrants than among the Canadian-born
and recent trends show increasing low-income rates among recent immigrants (though low-
income rates for immigrants who have been in Canada for longer periods of time are lower).”
Moreover, while low-income rates among recent immigrants have trended upwards, there has been
declining low-income rates among the Canadian-born.” As a result, rather than converging, the gap
between low-income rates for immigrants and those born in Canada has increased considerably.

According to Canadian Census data, the gap between the low-income rates for immigrants and
those born in Canada has increased substantially over the past three decades. In 1980, recent
immigrants had a low-income rate of 25% -- 1.4 times that of Canadian-born population; by 2000
they were 2.5 times higher, at 35.8%." Results from the 2006 Census show that immigrants who
arrived in Canada in 2004 were more than three times as likely as most Canadians to have low-
incomes. Fully 34.1% of these newcomers fell into the low-income category of the Census, as
compared to a rate of 9.7% for all Canadians.” Picot and Hou (2003) argue that the rise cannot be
attributed to poorer economic conditions in 2000, compared to earlier business cycle peaks; the
unemployment rate in 2000 was 6.8% and was lower than that observed in 1990 (8.1%) or 1980
(7.5%). It thus appears there has been a structural rise in the low-income rate of recent
immigrants.

While the latest research results point to improvements in immigrant economic outcomes relative
to the Canadian-born (see, for example, Citizenship and Immigration Canada, Evaluation
Division, 2010; Kustec and Xue, 2009), there remain immigrants who have not seen an increase in
relative economic performance, and who live in chronic low-income.’ This is potentially one of
the most serious social and labour market challenges that Canada is facing. The objective of this
report is to provide an overview of the low-income situation of immigrants in Canada with the
goal of highlighting aspects of this issue in need of additional research. This report is organized
into four parts. Part one considers the policy importance of the issue of low-income and
immigration. Part two provides a description of low-income measures and touches upon
differences to reflect on when using these indicators to evaluate immigrant economic outcomes.
This is followed in part three by an examination, based on a review of the research literature, of
the factors that contribute to the low-income situations of immigrants in Canada. Finally, part four
provides a brief summary, along with research and data considerations for the investigation of
low-income and immigration going forward.

!'The non-elderly groups most likely to experience persistent low-income include aboriginals living off-reserve,
unattached individuals 45 to 64 years old, recent immigrants (landed within the past decade), lone-parents, and
persons with work limitations (Survey of Labour and Income Dynamics, 1996 to 2001, Hatfield, 2004).

2 Picot and Hou, 2003; Statistics Canada, 2008.

3 Picot and Hou, 2003; Picot, Lu and Hou, 2009. Picot, Lu and Hou (2009) note that the low-income rate trends
among immigrants in Canada for more than 20 years resemble those of the Canadian born; as well, there may be
subgroups of the Canadian-born population who have seen increasing low-income rates.

4 Picot and Hou, 2003.

5 Statistics Canada, 2008

¢ It is worth mentioning that some immigrants living in low-income in Canada remain better off relative to the living
conditions they experienced in their source country.




Issue

Low-income potentially impacts on immigrant individuals and families’ ability to participate
economically, socially, culturally, and with dignity in their communities. Low-income is widely
accepted as a measure of access to economic resources among members of society, and thus is
often used as a key indicator of immigrant integration and well-being. For instance, if groups of
immigrants are over represented among those with low-income, it can imply serious
consequences for their process of integration. Low-income is commonly used in the research as a
proxy indicator for level of poverty (see information box Low-inconmse, poverty, and well-being for
details), and many social scientists acknowledge that living in poverty restricts not only the physical
security of people’s lives, it also has a detrimental impact on their psychological and social well-
being and on their ability to participate in life’s activities.” Camarota (1999) argues that
widespread low-income makes it much more difficult to engage in the kind of give-and-take that
is an integral part of the democratic process.” He argues that social science research indicates that
the distribution of income has an impact on how people view one another, and with more low-
income comes less trust and greater suspicion of others. As a result, he continues, great
disparities in income cannot help but create greater social distance between members of a
community and this in turn is likely to have a negative impact on political and social harmony.

From a fiscal point of view, there are also reasons to care about the low-income situation of
immigrants. According to Camarota (1999), the main reason for concern about immigration's
impact on the incidence of low-income is the effect on the poor already in the country, both
native-born and immigrant. By this argument, if immigration increases the number of people who
are in need of assistance, then this can only raise the cost of assistance efforts. Alternatively, the
argument continues, if overall government expenditures on programs for those with low-income
are kept constant, each recipient's benefit must be reduced so that all can be covered. Therefore,
it is reasoned that if one is concerned about the poor already present, increasing the number of
people in or near low-income through immigration is counter-productive in light of goals aimed
at reducing low-income in society. The same study by Camarota next points out that because of
their very low-incomes and the progressive nature of most taxes, individuals in low-income pay
very little in taxes. Moreover, this argument continues, they also tend to use a great deal of
services provided by the government, and as a result are generally a net drain on public coffers. If
immigration increases the size of the low-income population, then this is very likely to have a
negative effect on the tax base, particularly where most immigrants settle.

The arguments made by Camarota are concluded with the point that in any discussion of low-
income resulting from immigration, it is important to remember that immigration is a
discretionary policy of the federal government. The federal government determines the size,
growth, and characteristics of the foreign-born population by setting the level of immigration. In
other words, while the government can do things to ameliorate low-income caused by such
factors as changes in family structures or the economy, these are complex social phenomena and
are not the direct result of a specific federal policy. In contrast, the low-income that results from
immigration is avoidable in a way that is not the case for low-income caused by domestic
conditions.

7 Canadian Council on Social Development, 2008.
8 Camarota (1999) uses the term “poverty” which has been changed to “low-income” in this reference in order to fit
the terminology of this paper.




Low-income, poverty, and well-being

Low-income measures are not measures of poverty or well-being. Rather, they reflect a
methodology by which is identified those who are substantially worse off than the average in
terms of income. Being significantly worse off than the average does not necessarily mean that
one is poor.” Low-income measures (which are based on family income, including government
transfer payments and investment and pension income, as well as employment earnings, and
provide a picture of the economic resources available to families) exclude non-economic aspects
of human welfare. When an income cut-off is developed, below which a household is considered
to be in low-income, society is divided in two groups—those with incomes below the line (the
poor) and those whose incomes takes them above the line (the non-poor).1® The major factor
behind the income approach is the readily available information about income and income
distributions. Sarlo (1996) argues that while income is acknowledged as an imperfect indicator of
well-being for individual cases, in the aggregate it is a reasonably good proxy for the
consumption choices available to households. This being the case, while low-income measures

are commonly used as poverty lines, they have no officially recognized status as poverty lines in
Canada.!

In contrast to low-income measures, poverty takes into account many non-economic aspects of
human welfare. According to the United Nations (1995), poverty takes various forms, including
"lack of income and productive resoutces to ensure sustainable livelihoods; hunger and
malnutrition; ill health; limited or lack of access to education and other basic services; increased
morbidity and mortality from illness; homelessness and inadequate housing; unsafe environments
and social discrimination and exclusion. It is also characterised by lack of participation in
decision making and in civil, social and cultural life. It occurs in all countries: as mass poverty in
many developing countries, pockets of poverty amid wealth in developed countries, loss of
livelihoods as a result of economic recession, sudden poverty as a result of disaster or conflict,
the poverty of low-wage workers, and the utter destitution of people who fall outside family
support systems, social institutions and safety nets.” This being the case, Statistics Canada (2012)
argues that defining poverty is not straightforward, as the underlying difficulty is that poverty is a
question of social consensus, defined for a given point in time and in the context of a given
country. As a result, decisions of what defines poverty are subjective and ultimately arbitrary.

As low-income is an indicator of the extent to which some Canadians are less well-off than
others based solely on income, it is also not an overall measure of well-being. Well-being
involves a multi-dimensional array of social, economic and environmental factors. The way they
connect and interact has a large effect on our well-being.!? Well-being is generally evaluated by
taking into account a broad spectrum of factors, such as housing quality, income, employment,
social support networks, educational attainment, governance, health, life satisfaction, safety, and
work-life balance (see, for examples, the Organisation for Economic Co-operation and
Development (OECD) Better Life Index, the Canadian Index of Well-being, and Human Resources
and Skills Development Canada’s We/-Being Indicators). This being the case, low-income, as a
measure of equality, is a key component used in the analysis of economic well-being.!?

9 Fellegi, 1997.

10 Sarlo, 1996.

1 Fellegi, 1997.

12 Canadian Index of Well-Being http://ciw.ca .

13 See the Centre for the Study of Living Standards Index of Economic Well-being (http://www.csls.ca/iwb.asp)
which comprises the following four domains of economic well-being: consumption flows, wealth stocks, equality,
and economic security.
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Measures of low-income

In order to establish the low-income situation of a population, several indicators have been
developed for Canada. The most common of these measures include Statistics Canada’s Low-
income Cut-off (LICO), the Low-income Measure (LIM), and Human Resources and Skills
Development Canada’s Market Basket Measure (MBM). Each of these measures uniquely
establishes thresholds and as a result report different incidences of low-income. According to
Murphy, Zhang, and Dionne (2012), the primary purpose of Statistics Canada’s low-income lines
are to provide some indication of the extent, nature, and evolution of persons with low-income
who may be said to be at-risk of poverty.

Low-income status is determined using family or household income. As a family concept, low-
income provides a better welfare perspective on a family or household economic resource
position than individual income.' Since family members normally support each other financially
it makes sense to look at families as economic units rather than considering each member of a
family in isolation from the other members (See information box Family definitions used in low-income
measures for details). As a result, low-income rates are based on family or household incomes (e.g.,
income from all group members is added together). If this total falls under the low-income line,
all members are considered to be living in low-income, regardless of how much each person
earns. Low-income measures account for family or household size in order to reflect the fact that
a family or household’s needs increase as the number of its members increases.

As with all outcome measures, it is important to be aware of the inherent advantages as well as
the disadvantages of the indicator. As mentioned, a key advantage of low-income measures is that
they provide a better welfare perspective on an immigrant family’s economic resource position
than individual earnings. Another advantage of low-income status over employment earnings as
an outcome measure is that the low-income rate includes those who are unemployed and out of
the labour market.” Further, low-income also takes into account sources of income other than
earnings, such as social transfer benefits.'"” However, there are two problems common to all low-
income measures worth mentioning. First, in using a low-income measure, all those identified as
in low-income may not be poor.'” Wealth (e.g., assets, home ownership, housing subsidies, etc.) is
not taken into account when it comes to measuring low-income; this may matter more for some
segments of the population (e.g., immigrants versus Canadian-born). If standard income-based
calculations of low-income were refined to include consumption and assets, the rates of low-
income could be much lower than those estimated using the standard measures. Examples
include the self-employed with negative income, and recipients of capital gains or household
transfers but who have little earned income. Second, low-income measures may not identify all
those who are really in a low-income situation.”® As an example, those who have to spend a lot
on health care may end up with very little income for food, shelter, and clothing.

14 Picot, Hou, Coulombe, 2007.
15 Picot, Hou, Coulombe, 2007.
16 Picot, Hou, Coulombe, 2007.
17 Zhang, Murphy, and Michaud, 2011.
18 Zhang, Murphy, and Michaud, 2011.




Statistics Canada’s family definitions

Census Family: Refers to married couples (with or without children of either or both spouses),
couples living common-law (with or without children of either or both partners) or lone-parents
of any marital status, with at least one child living in the same dwelling. A couple may be of
opposite or same sex. 'Children' in a Census family include grandchildren living with their
grandparent(s) but with no parents present.

Economic Family: Refers to a group of two or more persons who live in the same dwelling and are
related to each other by blood, marriage, common-law or adoption. A couple may be of opposite
or same sex. All census family persons are economic family persons. But the reverse is not true.
Therefore, the concept of economic family may refer to a larger group of persons than does the
census family concept.

Household: Refers to a person or a group of persons (other than foreign residents) who occupy
the same dwelling and do not have a usual place of residence elsewhere in Canada. It may consist
of a family group (Census family) with or without other persons, of two or more families sharing
a dwelling, of a group of unrelated persons, or of one person living alone.

The economic family concept requires only that family members be related by blood, marriage,
common-law or adoption. By contrast, the census family concept requires that family members
be a male or female (male) spouse, a male or female (male) common-law partner, a male or
female lone parent, or a child with a parent present. The concept of economic family may
therefore refer to a larger group of persons than does the census family concept. For example, a
widowed mother living with her married son and daughter-in-law would be treated as a non-
family person under the definition of a census family. That same person would, however, be
counted as a member of an economic family along with her son and daughter-in-law. Two or
more related census families living together also constitute one economic family as, for example,
a man and his wife living with their married son and daughter-in-law. Two or more brothers or
sisters living together, apart from their parents, will form an economic family, but not a census
family, since they do not meet the requirements for the latter. All census family persons are
economic family persons. In contrast, Census families are strictly ‘two generations only’ families.
As a result, the census family definition does not capture immigrants living in multi-generational,
extended family, or multi-family homes.

Family structure refers to the combination of relatives that comprise a family. Classification of
family structure considers the presence or absence of: legally married spouses or common law
partners; children; and, in the case of economic families, other relatives. Statistics Canada uses
the concept of major income earner to classify families (e.g., in a family, the major income earner
is the person with the highest income before tax).

Source: Statistics Canada, 2007.

Low-Income Cut-Offs (LICOs)

Statistics Canada’s Low-income Cut-Offs (LICOs) are the most widely available measures of low-
income in Canada, with the lengthiest historical series (data is available going back to the 1960s).
The LICOs are income thresholds below which a family will likely devote a larger share of its
income on the necessities of food, shelter and clothing than the average family."” The approach is
essentially to estimate an income threshold at which families are expected to spend 20 percentage
points more than the average family on food, shelter, and clothing.’ An individual is considered

19 Statistics Canada, 2012b.
20 Statistics Canada, 2012b.




to be in low-income if his/her total family income is below the LICO, and a family is in low-
income if its total income is below the LICO.

The LICO is based on the economic family. The LICO varies by family size and the population
of the area of residence. There are seven categories of family size from one person to seven or
more persons, and five community sizes ranging from rural areas to cities with 500,000 or more
residents.”’ The result is a set of 35 cut-offs; this variability is intended to capture differences in
the cost of living between rural and urban areas. These LICOs were derived from an expenditure
survey (1992 Family Expenditure Survey) and then compared to an income survey (Survey of
Labour and Income Dynamics, SLID). The cut-offs are updated annually by Statistics Canada
using the Consumer Price Index.

LICO is categorized as a relative measure”, because LICOs are estimated based on average
expenditures for basic needs. However, in practice, the LICO has become an absolute measure,
that is, a pre-determined threshold income value below which a family can be said to be living in
low-income. LICOs have been developed to identify low-income using both before and after tax
income situations. Before-tax LICOs are based on total income including government transfer
payments, but before deductions from federal and provincial / territorial income tax. After-tax
LICOs ate based on income after the payment of federal and provincial / territorial income
taxes, but not other types of taxes that affect disposable income (e.g., sales tax, property tax, etc.).
The use of before-tax LICOs (rather than after-tax LICOs) over states incidence of low-income,
the reasons being™: 1) before-tax rates only partly reflect the entire redistributive impact of
Canada's tax/transfer system because they include the effect of transfers but not the effect of
income taxes; and 2) since the purchase of necessities is made with after-tax dollars, it is logical to
use people's after-tax income to draw conclusions about their overall economic well-being.
According to Murphy, Zhang, and Dionne (2012), the number of people falling below these cut-
offs has been consistently lower on an after-tax basis than on a before-tax basis — a “progressive”
tax rate system compresses the distribution of income and therefore, some families in low-
income before taking taxes into account are relatively better off and not in low-income on an
after-tax basis.”

There are a few limitations worth noting with regards to using and understanding the results of
low-income analyses based on LICOs. First, LICO does not account for provincial differences in
costs of living. The national LICO (within family size and size of urban region) is applied to the
provinces and regions. For example, for a family of four, the same LICO is applied to families

2 Hou (2008) explains the reason LICO family sizes stop at “seven persons or more” is because counting family
sizes over seven persons does not make it significantly different from counting the family sizes within the same
category of “seven persons or more”, if comparing the square root of family sizes (over seven persons) with LIM
or OECD equivalence scales.

22 Statistics Canada (2012b) argues that LICO is a relative measure of low-income because LICOs are based on
average expenditures for basic needs. This being the case, this author views that in application, and in the absence
of frequent rebasing, LICO has become an absolute measure, that is a pre-determined threshold income value
below which a family can be said to be living in low-income.

23 Statistics Canada, 2012b.

24 See also Statistics Canada, 2012b. Statistics Canada (2012b) explains that while this result may appear inconsistent
since incomes after tax cannot be any higher than they are before tax (considering that all transfers, including
refundable tax credits, are included in the definition of —before-tax total income), with a relative measure of low-
income such as the LICO, this result is to be expected with any income tax system which, by and large, taxes those
with more income at a higher rate than those with less. These progressive tax rates compress the distribution of
income, it is explained, and therefore, some families in low-income before taking taxes into account are relatively
better off and not in low-income on an after-tax basis.

10



living in large urban areas in Ontario and Quebec (e.g., Montreal and Toronto). Thus, LICOs do
not take into consideration differences in living costs between the same-sized communities in
different provinces, and there may be cost of living differences between these cities that are not
accounted for in the LICOs (e.g., the cost of living in Montreal may be much lower than that in
Toronto or Vancouver). This could introduce a bias for any comparison of levels of low-income
among provinces.” This is a very important factor in low-income analysis of immigrants, given
that most immigrants tend to settle in large urban cities.*

Second, the LICOs may be becoming less relevant with time. The current LICOs are based on
the relationship between the incomes and the consumption patterns of Canadian households as
observed in 1992. While the annual Consumer Price Index is used to update the cut-offs, that is
to take inflation into account, this does not reflect any changes that might occur over time in the
average spending on necessities.”” Thus the actual consumption base becomes less relevant with
each passing year (and will continue to become less relevant in the absence of a rebasing of the
measure).” It is generally thought useful to re-define consumption patterns on necessities over
time (e.g., consider the impact on consumption patterns of Canadians from the recent oil boom
and changes to cost of transportation, the recent housing boom, as well as health and personal
care items).”

Third, it has also been argued that LICO is not transparent to the public (it has been criticized for
not being ‘simple’),” as there are numerous arbitrary choices (e.g., what is included and excluded
with respect to food, shelter, and clothing, the regression model specification and assumptions,
and income inclusions exclusions).” Fourth, LICOs are insensitive to the gaps (intensity) and
trends of low-income, and as a result, Myles and Picot (2000) argue that researchers using the
LICOs should be aware of the sensitivity of their results to the choice of cut-off levels. Fifth, the
LICOs are not internationally comparable, as the LICO is Canadian-specific. Despite some
concerns, the LICOs are commonly used to establish low-income rates and to help identify the
low-income population. This being the case, there has been recent suggestion that the LICO be
dispensed with, given that it is obsolete on a number of grounds.32

Low-Income Measure (LIM)

Largely intended for the purpose of making international comparisons, Statistics Canada’s Low-
Income Measure (LIM) is the most commonly used low-income line.” Statistics Canada has been

% Picot, Motissette and Myles, 2003.

26 See Zhang, 2010.

27 Statistics Canada, 2012b.

28 Rebasing refers to the process of making judgments as to the relative level of income required to participate fully
in society at a given point in time, while indexing refers to a simple adjustment of the dollar amount of the
thresholds to account for inflation (Murphy, Zhang, and Dionne, 2012).

2 Zhang, Murphy, and Michaud, 2011.

30 Zhang, Murphy, and Michaud, 2011.

31 Zhang (2010) describes some of the implicit assumptions and choices associated with LICOs such as 1) the
propensities to consume (food shelter clothing) are assumed to be the same between families in the bottom and
those in the top of the income distribution, 2) individuals age, health, labour force status, and so on have no effect
on a families spending on food shelter and clothing, and 3) the estimated effects of family income, family size, and
community size are all significantly different from 0 and they are the same across different regions).

3 See, for example, Noél, 2012; and Zhang, Murphy, and Michaud, 2011.

33 A percentage of median family income adjusted for family size is the approach most often used in international
comparisons of low-income (Statistics Canada, 2012a).
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producing the LIM since 1991 (although the time series has been extended back in time).”* With
LIM, a person is considered in low-income if their income is less than half of the population
median income adjusted for household size (“adjusted” indicates that household needs are taken
into account).” The median is calculated over the population of individuals, with each person in
the population represented by its adjusted household income.” The LIM is then defined as 50%
of the median of the adjusted household income observed at the person level.”” A person with an
adjusted household income below this level is considered to live in low-income.

The LIM is based on the household unit of sharing. While previously the economic family was
the accounting unit in which individuals pooled income to enjoy economies of scale, the
household has now replaced the economic family in the LIM. According to The Canberra Group
(2001), the rationale for this change is twofold. Firstly, housing costs such as mortgage interest or
rent and utilities are likely shared among individuals living in a dwelling, regardless if they are part
of a different economic family (e.g., “household” allows a wider pooling of resources than the
economic family).” Secondly, the household is the international standard when analysing income
distribution.

LIM is a relative measure, with outcomes benchmarked, or compared to the population at a given
point in time (e.g., 50% of median adjusted family income — that is, derived from the distribution
of incomes in the underlying population in each year) (low-income depends on your income and
that of others). The LIM is calculated three ways -- with market income, before-tax income, and
after-tax income -- using the Survey of Labour and Income Dynamics (SLID). LIMs vary with
family size and are the same in all parts of the country. This means they do not reflect the
different costs of living across the country. They also do not require updating using an inflation
index because they are calculated using an annual survey of household income, the SLID.
However, while the LIM is a Canada-wide line, geographic variations can be easily introduced
with local LIMs.”

There are two limitations worth noting with regards to using and understanding the results of
low-income analyses based on the LIM. First, the LIM makes no direct connection with what
would be deemed necessary for covering basic needs, since it refers strictly to the distance
between a person’s income and the median.” Second, LIM thresholds change every yeatr,
meaning that setting goals is challenging. Many researchers fix the LIM for a period of time in
order to provide a constant threshold over the period of analysis." As well, given it is difficult to
show annual progress towards a target because it changes every year (e.g., LIM is a relative
measure), one could look at a moving average of the median income (e.g., three or five years).

34 Giles, 2004.

35 Giles, 2004.

3 The equivalence scale used is the square root of household size. There is empirical evidence to support the square
root equivalence scale. Individual income distribution eliminates potential bias by correlation between economic
size and low-income (Zhang, Murphy, and Michaud, 2011; see also OECD, 2008). Square root scale is a way to
compare income inequality and low-income across countries using a scale which divides household income by the
square root of household size. This implies that, for instance, a household of four persons has needs twice as large
as one composed of a single person.

37 “Adjusted family income” is determined for each individual in the population by dividing the total net income of
household members by the square root of the number of people in the household.

3 As referenced in Statistics Canada, 2012b, The Canberra Group. (2001). “Expert Group on Household Income
Statistics: Final Report and Recommendations”. Ottawa.

% Zhang, Murphy, and Michaud, 2011.

40 Noél, 2012.

# See, for example, Finnie and Sweetman, 2003. See also, Picot, Hou, and Coulombe, 2007.
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Market Basket Measure (MBM)

The Market Basket Measure (MBM) was developed by Human Resources and Skills
Development Canada (HRSDC) to represent a standard of living that is a compromise between
subsistence and social inclusion that reflects differences in living costs across the country.” The
beginning of the MBM time series is 2000. The MBM is based on the cost of a specific basket of
goods and services representing a modest, basic standard of living.” The measure is sensitive to
differences in the cost of the basket in different parts of Canada.” The basket includes food,
clothing and footwear, shelter, transportation, and other goods and services such as expenditures
on personal care, basic telephone service, school supplies, and modest levels of reading material,
recreation and entertainment.” The MBM calculations involve a number of adjustments to family
income, including deductions for child care costs, child support payments, payroll taxes and
contributions, certain out of pocket expenses for health care and the cost of prescribed aids for
persons with disabilities. The end result is income that approximates disposable income, rather
than the less complex definitions of total income or income after income taxes that are used in
other low-income measures.” The great advantage of the MBM is that it links the established
low-income thresholds to actual living conditions and thus, in a way, to what is necessary to live
decently in a given society."

The MBM is based on the economic family. A person in low-income is someone whose
disposable family income falls below the cost of the goods and services in the Market Basket in
their community or community size.” The thresholds are produced for a reference family of two
adults aged 25 to 49 years and two children (aged 9 and 13). It provides thresholds for a finer
geographic level than the LICO, allowing, for example, different costs for rural areas in the
different provinces. An equivalence scale determines income thresholds for other family sizes.
The equivalence scale is the square root of the economic family size.

MBM is an absolute measure, that is, a pre-determined threshold income value below which a
family can be said to be living in low-income. Statistics Canada collects prices from a variety of
sources to calculate the MBM. The Survey of Labour and Income Dynamics (SLID) provides the
income amounts that are used to estimate MBM rates.” Because the income concept used for

42 Hatfield, Pyper and Gustajtis, 2010. While HRSDC is responsible for defining the components of the basket and
the related concepts, Statistics Canada is responsible for the costing the components and producing low-income
statistics. Note that at the time of development, the department was called Human Resources Development
Canada (HRDC).

43 Statistics Canada, 2012b.

# The MBM uses the threshold at which, in a given region, income available for consumption is not sufficient for a
representative family to obtain a basket of goods deemed essential (Zhang, Murphy and Michaud, 2011).

4 1n 2009, HRSDC began a consultation process to examine the contents of the basket and the calculation of
disposable income. As a result of this consultation process, the MBM was rebased, meaning changes were made to
the content of the basket. Some of these rebasing decisions and revisions were implemented beginning in 2008,
while some were made to the entire series of lines back to 2000, the beginning of the MBM. Additionally, some
changes affected only certain years. For details, see Hatfield, Pyper and Gustajtis, 2010.

4 Disposable income is defined as the sum remaining after deducting the following from total family income: total
income taxes paid; the personal portion of payroll taxes; other mandatory payroll deductions such as contributions
to employer-sponsored pension plans, supplementary health plans, and union dues; child support and alimony
payments made to another family; out-of-pocket spending on child care; and non-insured but medically prescribed
health-related expenses such as dental and vision care, prescription drugs, and aids for persons with disabilities.
Statistics Canada, 2012b.

47 Noé€l, 2012

48 HRDC, 2003.

# Michaud, Cotton, and Bishop, 2004.
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MBM is the income available to purchase the goods and services that are contained in the MBM
basket, there are no before and after-tax MBM low-income lines, as there are with both LICO
and LIM. Rather, the general approach is to begin with total income and to subtract income taxes
and other non-discretionary expenses from that amount (including Canada Pension Plan/Quebec
Pension Plan contributions, Employment Insurance contributions, registered pension plans
contributions, annual union and professional dues, support payments paid, work-related child
care expenses, direct medical expenses, and public health insurance premiums).” This extends the
traditional after-tax income concept, which takes income taxes into account but does not
consider any other expenses.”!

There are a few limitations worth noting with regards to using and understanding the results of
low-income analyses based on the MBM. First, data limitations imply that one has to make
certain assumptions in calculating the costs of the MBM basket. For example, the cost of the
basket in rural areas is the same as in the smallest urban centre(s) surveyed within a province.”
Second, the food basket (based on the 2008 National Nutritious Food Basket) has been argued to
contain more raw foods and foods less generally consumed among the low-income population.™
There has also been some sentiment the food basket does not adequately reflect food choices of
some visible minority, immigrant, and Aboriginal Canadians.” Third, arbitrary choice may have
important implications. For example, Michaud, Cotton, and Bishop (2004) argue that the age of
the used car and the frequency of replacement of that car in the MBM calculations have an effect
on the amount of the private transportation component. For example, if a six year-old car were
purchased every six years, instead of a five-year-old car every five years, the cost of private
transportation would be reduced by $900.” Despite some limitations, the MBM provides an
absolute measure of low-income that is an attempt to measure a standard of living that is a
compromise between subsistence and social inclusion that reflects differences in living costs
across the country.”

How the measures compare

A natural question is how the measures compare. As described by Zhang, Murphy, and Michaud
(2011), the three lines measure low-income differently. Under LICO, low-income incidence
means the proportion of the population who are likely to spend a high proportion of income on
necessities. In comparison, under LIM, low-income incidence means the proportion of the
population whose income is below half of the median of the distribution, while under MBM it
means the proportion of the population whose disposable income is below their local cost of the
MBM basket. The three lines each have strengths and weaknesses, well summarized by Zhang,
Murphy, and Michaud (2011). In terms of strengths, these authors argue that LICO has the
longest history, LIM is simple and internationally comparable, and the MBM is intuitive and
considers regional variations. In terms of weaknesses, the authors suggest that LICO is becoming
less relevant, LIM can be counterintuitive sometimes, and the MBM contains many judgements
and arbitrary choices. Although the three measures differ from one another, Statistics Canada
(2012b) argues that they give a generally consistent picture of low-income status over time. The

50 Michaud, Cotton, and Bishop, 2004.
51 Ibid.

52 Zhang, Murphy, and Michaud, 2011.
53 Hatfield, Pyper and Gustajtis, 2010.

> Ibid.

5 Zhang, Murphy, and Michaud, 2011.
% Michaud, Cotton, and Bishop, 2004.
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same Statistics Canada report goes on to argue that none of the measures is better than the
others, as each contributes its own perspective and its own strengths to the study of low-income,
so that cumulatively, the three provide a better understanding of the phenomenon of low-income
as a whole.”

Illustrated in the chart below (Figure 1) are five different measures of low-income for a family of
four in Canada in 2010. Where available, the low-income lines included are for a large city.
According to the chart, although the various low-income measures are based on different
foundations, the different low-income lines give somewhat similar results. The lowest low-
income line is the MBM, set at $31,789 for Vancouver and $33,177 for Toronto, in 2010. The
highest low-income line is in the amount of $43,544, using the before-tax LLIM for Canada in
2010. The remaining low-income lines are within a few thousand dollars of one another.

Figure 1:  The different measures of low-income: Selected low-income lines for a
family of four, 2010

MBM (Vancouver) $31,789
MBM (Toronto) $33,177
After-tax LICO (community 0f500,000 +) $35,469

Ater-tax i Canaca) [ ::: ;22
Before-tax LICO (commenityof500,000-) | 055
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Source: Statistics Canada (2012) “Low Income Lines, 2010-2011” Income Research Paper Series

A comprehensive study by Zhang (2010) examines and compares the sensitivity of different low-
income lines (LICO, LIM, a fixed LIM, and MBM).58 The study finds the low-income lines acted
similarly in the long-run (and were sensitive to business cycle indicators such as the
unemployment rate), but, in the short-run, often provided different results. The author argues
that these finding suggests that a single line or index can be misleading in some circumstances.
To demonstrate, the study examines different low-income lines across several disadvantaged
groups of individuals and finds, as one example, that a fixed LIM is not as inclusive as MBM, or

57 Zhang, Murphy, and Michaud (2011) also argue that using multiple lines and multiple indexes might be the best
choice in lieu of consensus.

58 In the study, Zhang (2010) describes the variable LIM as using the median of the contemporary income
distribution, and the fixed LIM using the median of an income distribution in a pre-determined year. By design, he
argues, fixed LIM and variable LIM complement each other, with variable LIM being a “relative” low income line
and the fixed LIM the “real” version of the variable LIM line. As described by the author, the methodology of the
fixed LIM is similar to that of the variable LIM, but has several unique characteristics: (1) in the base year selected,
the thresholds of the fixed LIM line are identical to that of the variable LIM line; (2) outside of the base year, the
thresholds of the fixed LIM ate obtained by updating the base year thresholds with consumer price index; and (3)
the base year is re-set periodically, say, every five or ten years.
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as capable as MBM in capturing individuals from families headed by recent immigrants, although
the groups as a whole contributed more to low-income incidence under a fixed LIM than under
MBM. Examining the capability of different lines in capturing low-income individuals, the author
finds that for individuals being captured in MBM, there was good chance that other low-income
lines failed to identify them as being in low-income, while for those who were above MBM, there
was little chance they would be counted as low-income persons by other lines. However, among
individuals who were above the fixed LIM line, there was still a non-trivial chance for them to be
captured by other lines. Thus, it appeared that the MBM line would capture more individuals
than the fixed LIM line, suggesting to the author that a fixed LIM line needs to be re-based
periodically to maintain its relevance. The author also argues the results suggest that future
development of the LIM lines needs to take regional variations in costs of living into
consideration.

Applying the measures (low-income rate, low-income gap, and duration of low-
income)

The LICO, LIM, and MBM are used to identify the low-income population in Canada and allow
for the analysis of important trends and composition of Canadians at the low end of the income
spectrum. Statistics Canada (2012b) explains the application of the different low-income
measures, including the calculation of low-income rates and low-income gaps. First, to determine
whether a person is in low-income, the appropriate low-income line (LICO or LIM, before or
after tax, or MBM,) is compared to the income of the person‘s family (or household) and if their
income is below the cut-off, the individual is considered to be in low-income. It is advised that
persons in low-income be interpreted as persons who are part of low-income families (or
households), including persons living alone whose income is below the cut-off. Low-income rates
(often referred to as incidence of low-income), compare the number of persons or families
considered to have low-income in a particular category, to all the persons or families in the same
category. For example, the low-income rate for immigrants (or subgroup of immigrants, for
example, based on age, sex, etc.) can be calculated as the number of immigrants (or subgroup of
immigrants) in low-income divided by the total immigrant (or subgroup) population. Second, the
same Statistics Canada report suggests that after having determined that an individual is in low-
income, the depth of low-income can be analysed by using the amount that the person‘s family
(or household) income falls short of the relevant low-income cut-off. As an example, an
individual living in a family (or household) with an income of $15,000 and a low-income cut-off
of $20,000 is said to have a low-income gap of $5,000; in percentage terms this gap is 25%. The
average gap for a given population, whether expressed in dollar or percentage terms, is then the
average of these values as calculated for each person.”

It is also meaningful to consider the differences between those that have low-income for short
spells (perhaps as very recent or recent immigrants) versus those who have long term, or chronic
low-income, as the policy considerations may be different.”’ Policy analysts are more concerned
with persistent or chronic low-income spells than all low-income spells, many of which are quite
short.” Sawhill (1988) points out that estimates of low-income are extremely sensitive to
accounting periods. Far more people experience short periods of temporary low-income, Sawhill
argues, than are consistently in low-income over longer periods of time. As such, low-income

59 Statistics Canada, 2012b.
% This type of duration analysis is only possible with longitudinal data.
61 Picot, 2008.
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rates using short accounting periods, such as one month, or in the case of immigrants even one
year, will be much higher and more volatile than rates for longer periods. Duration of low-
income might be particularly relevant when looking at the immigrant integration experience. For
example, it may be of particular policy relevance to know which immigrants are in low-income, at
what point in time after coming to Canada, and for how long they remain in low-income.

Researchers have developed statistical techniques by which to examine the duration and depth of
low-income. For example, Picot, Hou, and Coulombe (2007) develop a Chronic Low-income
Measure, which is used to assess the duration of low-income spells and is effective in examining
trends of low-income rates (rather than measures of low-income at a point in time). These
authors estimate an immigrant cohorts’ probability of entering and exiting a low-income spell, the
association between cohort characteristics and the entry and exit rates, and the duration of low-
income spells among selected immigrant and comparison cohorts between 1992 and 2004. Given
an absence of a standard low-income measure in the data set being used (the LAD-IMDB
Database)®, the study defines low-income status based on 50% of median adult-equivalent
adjusted family income.” The median adjusted family income is calculated on a constant dollar
basis (the consumer price index adjusted to the 2003 value) in each of the years covered by the
study (1992 to 2004), and the average of these values is used in determining the low-income cut-
off in all years (e.g., a fixed LIM based measure). The study finds that the probability of entering
low-income was quite high during the first year in Canada, ranging from 35% to 45% among
cohorts entering through the 1990s and early 2000s. But by the second year in Canada, this
probability had fallen to around 10% and remained low thereafter. Many of these low-income
spells were found to be quite short. Approximately one-third exited the first low-income spell
after one year, and a slightly higher percentage remained in low-income after three years. To get
at repeated spells of low-income, the authors then take a longer-term perspective using their
measure of ‘chronic low-income,’ that is, identifying immigrants who were in a low-income state
for at least four of their first five years in Canada. Under this definition, 19% of immigrants
entering through the 1990s found themselves in chronic low-income (about 2.5 times higher than
the rate observed for non-immigrants); and, when chronic low-income was defined over a 10-
rather than 5-year time span (in low-income at least 7 of the first 10 years in Canada), about 17%
of entering immigrants found themselves to be in chronic low-income over this longer period.
Among the conclusions made by the researchers is the finding that if immigrant families are not
exposed to low-income immediately after their landing, they may escape it altogether.

Also in an effort to understand the transitory or persistent nature of low-income situations, a
study by Ren and Xu (2011) examines low-income outcomes and duration using the Survey of
Low-income Dynamics (SLID),* taking into account all three low-income measures (ILICO,
LIM, and MBM). The study (using logit regression models) is able to disentangle the
determinants for transitory low-income from those for persistent low-income: student status and
recent immigration are found more likely to be the key determinants for transitory low-income
(an individual being in low-income for 1 to 3 years of the 6 years of panel data), while family

%2 Picot, Hou, and Coulombe (2007) use Statistics Canada’s LAD-IMDB database that combines the Longitudinal
Administrative Databank (LAD) and the Longitudinal Immigration Database IMDB). The LAD is a random, 20%
sample of the T1 Family File, which is a yearly cross-sectional file of all taxfilers and their families. The LAD-
IMDB database is produced by matching the two databases, with the result that 20% of immigrants on the IMDB
are identified on the LAD. See section on Data Considerations at the end of this report for more details.

93 As described earlier, adjusted income assumes that certain economies of scale accrue to people who live together

in families and is calculated by dividing total family income with the square root of family size.
64 SLID panel 3 (1999 to 2004) and panel 4 (2002 to 2007).
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composition (unattached individuals and lone parents), activity limitation, and less than high
school education are more likely the key determinants for both transitory and persistent low-
income (an individual being in low-income for 4 to 6 years). These observations are found quite
robust under all three of the low-income thresholds across the two panels.

Low-income intensity is a measure of low-income that incorporates information from both the
low-income rate (the proportion of the population below the low-income cut-off) and the low-
income gap (the “depth” of low-income). Picot, Morissette, and Myles (2003) describe the low-
income gap as the difference between the low-income cut-off and the average family income
(among low-income families), divided by the low-income cut-off; the gap represents the “depth”
of low-income expressed as a proportion the low-income cut-off. The authors explain that a gap
of 0.32 means that the average family income of low-income families was 32% below the low-
income cut-off. An increase in the gap, for example, from 0.32 to 0.34, implies an increase in the
“depth” of low-income.” Myles and Picot (2000) observe that the low-income intensity measure
can detect changes in income levels of low-income families. Moreover, in the study the measure
captures impacts of social transfers to families by comparing the gap changes during the pre-
transfer and post-transfer periods. According to Picot, Morissette, and Myles (2003), low-income
intensity, which incorporates changes in both the low-income rate and the low-income gap, is
very cyclical in nature.

Evident from this discussion is that a key consideration with respect to the immigrant population
is deciding at what point in time low-income measurements are examined. A considerable
amount of research shows there are consistent and observable patterns of immigrant labour
market outcomes. There is an entry effect — with immigrants facing a penalty in initial
employment earnings upon arrival in Canada — likely a result of being unfamiliar with the
Canadian labour market. There is an integration effect -- an immigrant’s outcomes tend to
improve the longer that person has been in Canada — as they gain local’ experience. And there is
a cohort effect -- different outcomes can result from differences in individual and labour market
characteristics — for instance, unemployment may be high at the time of landing, affecting an
immigrant’s labour market integration. As a result, consideration must be given as to when to
evaluate the low-income situation of immigrants. After how many years in Canada should certain
outcomes be achieved? One year? Five years? The answer likely depends on the specific policy-
research question at hand.

Another key consideration with respect to the immigrant population is deciding an appropriate
reference group by which to evaluate low-income trends over time. Picot, Lu, and Hou (2009)
recommend that trend analysis be focused on low-income trends among immigrants relative to
that of the Canadian-born. The reasoning being that any fluctuation in the rates associated with
the business cycle is likely to affect the trends for the Canadian-born as well as for immigrants.
Therefore, these authors argue, the comparison with the Canadian-born provides a rough control
for business cycle effects. Again, however, the answer likely depends on the specific policy-
research question at hand.

% The study explains the approximate relationship between low-income intensity, low-income rate and low-income
gap as: % change in intensity = % change in rate + % change in gap. The change in low-income intensity is thus
the sum of the change in the rate, and the change in the gap.
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Factors influencing low-income among immigrants

Low-income is widely accepted as an indicator of access to economic resources among members
of society, and is therefore often used as a key indicator of immigrant integration and well-being.
Central to the concept of low-income is the importance of socio-economic characteristics and
conditions on differences seen among various populations. In other words, an analysis of
immigrants in low-income necessarily requires offering “reasons why” things are different among
various immigrant groups and the Canadian-born. Figure 2 below depicts the factors contributing
to immigrant labour market outcomes (earnings). It is acknowledged in the research literature
that low-income among immigrants has closely tracked earnings trends, since earnings are the
most significant component of family income, which is used to calculate low-income rates.” In
fact, Picot and Hou (2003) argue that explanations of declining entry level earnings among
immigrants will no doubt explain to a considerable extent the rise in low-income. Noél (2012)
argues that finding a job remains by far the best way of getting out of low-income, although the
quality of one’s job is of importance to a person’s earnings trajectory: part time or precarious jobs
may keep people in a situation of low-income.

As illustrated in Figure 2, understanding labour market outcomes among recent immigrants
requires considering the relationship between the characteristics of immigrants, or the socio-
economic attributes that immigrants bring with them (including immigration category, year of
landing and years in Canada, age, education, gender, source country, family type, province of
residence, occupation, etc.), and the opportunities and barriers presented by the adopted society,
be they economic, social, or institutional. Overall, the causes of low-income amongst immigrants
are multifarious. For working age immigrants, for example, the shift of their characteristics and
the cyclical nature of the economy may lead to additional barriers to the labour market, while for
senior immigrants, their family size, family type, and motivations for immigration may generate
different income levels. This section presents a number of these important socio-economic
factors, including research findings on how they impact the low-income situation of immigrants.

% See, for example, Picot, Hou, and Coulombe, 2009; Picot and Sweetman, 2011.
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Figure 2:  Factors influencing labour market outcomes among immigrants
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To gain a complete picture of immigrants’ low-income situation, immigrants’ wealth, foreign
income and remittances back to their source countries would also need to be considered. This
being the case, such information is generally not available, nor included in the calculation of
income used to measure low-income status. Immigrants’ unreported foreign assets (e.g. unsold
houses in source countries, savings in off-shore accounts, remittances received from relatives in
source countries, etc.) and remittances to family members still living in source countries, may
skew analysis in this regard. It is important to consider the absence of wealth from the above
diagram. Wealth can be defined as the difference between an individual’s or a household’s total
assets and total debts or liabilities (also referred to as net worth).”” Dalgliesh (2008) argues that
for immigrants, wealth plays a key role in the settlement and integration process since, for
example, wealth may provide a financial cushion during an initial job search, and may be used
later on as collateral to start a new business. Wealth also plays a key role in accessing credit, while
savings may be used to pursue higher education, to start up a small business, and for retirement.”

7 Zhang, 2003.

%8 Zhang, 2003. The study by Zhang (2003) focuses on the existence of, and factors contributing to, the “wealth gap”
between immigrants and the Canadian-born. The “wealth gap” is calculated in this study as the difference in wealth
between immigrants and Canadian-born families at different percentiles. Using data from the Statistics Canada‘s
1999 Survey of Financial Security, Zhang finds that among married families, immigrants have higher wealth than their
Canadian-born counterparts at the high end of the distribution, whereas at the low end of the distribution
immigrants have lower wealth, although the gap is generally below $10,000. In terms of cohort effects, the same
study also found that immigrant families with a major income recipient who atrived in Canada before 1976 have
higher wealth than an average Canadian-born family, while those who arrived in Canada after 1985 have lower
wealth. However, for those who came to Canada within this period (1976 to 1985), almost all of these immigrants
were found to have lower wealth than their Canadian-born counterparts. Zhang argues it is unclear whether this is
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Hence, wealth offers an important cushion in the face of economic constraints and during
periods of weak labour market outcomes. The literature on immigrant economic outcomes in
Canada would be greatly enriched by strengthened understandings of immigrant savings,
consumption, asset accumulation and investment.” Dalgliesh (2008) suggests that the level of
asset holdings among immigrants may also provide a more comprehensive picture of household
wealth, particularly because assets such as homes and businesses can be converted into liquid
assets for consumption during retirement. Even so, Dalgliesh (2008) argues that the two most
important factors contributing to the wealth accumulation of immigrants are labour market
performance and relative earnings. For this reason, and because wealth is not accounted for in
the measurement of low-income, the section that follows is focused on the factors that
contribute to immigrant labour market outcomes and how these relate to their low-income
situation.

Immigrant socio-economic attributes

Essential to the analysis of low-income is the importance of socio-economic characteristics and
conditions on the differences seen among the different populations being investigated, in this
case, Canadian-born individuals and various groups of immigrants. Theoretically, there are
numerous factors associated with the immigrant population that would work against relatively
higher low-income rates among immigrants in comparison to the Canadian-born. Spigelman
(1998) describes a few of these factors: first, many recent immigrants gain entry through the
points system, which admits persons with skills and resources deemed in demand by Canadian
businesses; second, immigrants are more likely than Canadian-born people to have a university
degree; third, the labour force participation of working-age immigrants is close to that of
Canadian-born persons and a larger share of working-age persons in the population, combined
with participation rates similar to those of the Canadian-born population, suggest a larger-than-
average share of workers in the labour force; and fourth, immigrant families are less likely to be
headed by a lone parent, and lone-parent families have significantly higher low-income rates. That
being the case, it was shown at the outset of this report that immigrants in fact have higher low-
income rates than those born in Canada, and this gap has become larger with time. What are the
factors contributing to the fact that research to date suggests this group is increasingly susceptible
to low-income? Of the socio-economic attributes of immigrants, the most important contributing
to their economic outcomes are the following:

Immigrant category of admission

Canada’s immigration program covers three broad objectives, which correspond to three broad
classes (see Figure 3). First, the economic class serves to foster the development of a strong,
viable economy in all regions of the country. Second, the family class serves to facilitate the
reunion in Canada of Canadian residents with close family members from abroad. Third, the
refugee class serves to fulfill Canada's legal obligations with respect to refugees and to uphold its
humanitarian tradition. Even so, within each of these broad categorties, there are different
categories and programs. For example, among the economic immigrants, there are skilled
workers, provincial nominees, various business immigration categories and live-in caregivers.
Further, within each of these categories there are principal applicants — those who are selected --

because of an earnings disadvantage or because of their relatively short time in Canada. However, over the long
run, Zhang finds that immigrant families have a higher savings rate than Canadian-born families and are thus able

to outpace Canadian-born families in accumulating wealth.
% Dalgliesh, 2008.
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and their spouses and dependents. Family class includes close family members sponsored by a
Canadian citizen or resident, including spouses, fiancés, dependent children, and parents and
grandparents. Refugees also come to Canada in different ways. Persons resettled from abroad
come ecither with government assistance (GAR) or private sponsorship (PSR), and there are also
persons who successfully claim refugee status in Canada (landed in Canada). It can be expected
that immigrants in different categories will “behave” differently and their behaviour must be
assessed in the light of the policies under which they were admitted.

The different motivations for immigration, as represented by the different immigration
categorties, have significant effects on income outcomes. The expectation is for economic
immigrants and their dependents to outperform other categories in the labour market.” It is also
expected that family class immigrants, who are supported by established family sponsors, will not
depend on social assistance.”’ It is not surprising, however, when refugees remain dependent on
public support for extended periods following their arrival. In fact, refugees have a relatively high
reliance on income support upon arrival (e.g., Government Assisted Refugees are provided
income support under the Resettlement Assistance Program), but over time report a growing
proportion of their income from employment earnings. In other words, deterioration in the
national low-income rate of immigrants reveals little about the appropriate policy response to be
taken or whether there is even a need to respond.” The outcome may reflect a change in mix
across the immigrant categories, changing domestic labour market conditions or changing
attributes of immigrants, or some combination of all these factors.”

Figure 3: Immigrants come to Canada within distinct landing categories
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Source: Citizenshipand Immigration, Factsand Figures, RDM, 2010

70 Citizenship and Immigration Canada, Strategic Research and Review, 1998.

7l Canadian citizens and permanent residents, aged 18 and over and living in Canada, may sponsor the applications
of certain relatives who wish to immigrate to Canada. This is known as family class sponsorship and involves
financial requirements that the sponsor must meet. The sponsot's income is evaluated to determine whether it is
sufficient to support the sponsor's immediate family and sponsored relatives. A sponsor must be able to provide
for the lodging, care, maintenance and normal settlement needs of the applicant and accompanying dependents for
10 years. This means that sponsored relatives should not need financial help from the government. A sponsor
signs the Undertaking which is a legal contract between the government and the sponsor and a promise by the
sponsor to provide for the needs of the sponsored relatives without resorting to social benefits for the period of 10
years. See CIC website for details: www.cic.gc.ca/english /immigrate/sponsor/index.asp

72 Citizenship and Immigration Canada, Strategic Research and Review, 1998.

73 Citizenship and Immigration Canada, Strategic Research and Review, 1998.
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To date, the primary source of information regarding the low-income situation of immigrants has
been Canadian Census data. As a result, there has been very limited information available with
regards to the low-income situation of immigrants with respect to category of admission.” One
study stands out as unique in this area: Picot, Hou, and Coulombe (2007) used the Longitudinal
Administrative Database (LAD) and the Longitudinal Immigration Database IMDB) for the
years 1992 to 2004 to look at low-income rates of immigrants by category of admission (this
study was described earlier in greater detail). Results from this study are reproduced in Figure 4
below, which depicts low-income rates of recent immigrants (who have been in Canada for ten
years or less) by category of admission (family, refugee, and economic (excluding business class))
for the 1992 to 2004 tax years. The comparison group is made up of mostly the Canadian-born.”
As shown, low-income rates were consistently lowest among those immigrants in the economic
category (27.4% in the 2004 tax year), followed by those landing as family class immigrants
(35.4% in the 2004 tax year), while highest among refugees (39.0% in the 2004 tax year).

Figure 4: Low-income rates’® of immigrants (aged 20 years and older) by category of
admission, 1992-2004 tax years
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Source: Picot, Hou, and Coulombe, (2007), Longitudinal Ad ministrative Database (LAD) and Longitudinal Immigration
Database (IMDB).

The study by Picot, Hou, and Coulombe (2007) examines changes to the probability of entering
and exiting low-income, as well as the prevalence of chronic low-income among entering
immigrant cohorts. The results of the study show that refugees are more likely to enter and less
likely to exit low-income than other immigrants, while recently-landed skilled immigrants have
become more likely to enter low-income than family class immigrants, although equally as likely
to exit. The authors argue this is most probably because the family class immigrants often enter
an already economically established family. Moreover, the findings indicate that over the 1990s

74 See final section of this report, Data Considerations, for further details. In the redesigned Longitudinal
Immigration Database IMDB) (launched in May, 2012), it is possible to examine low-income among immigrants
by category of admission.

7> The LAD-IMDB allows comparisons of known immigrants landed since 1980 and other Canadian taxfilers.

76 In this study, low-income status is defined as family income below 50% of median income, adjusted for family
size.
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the share of skilled economic immigrants in chronic low-income rose from 16% to 50% and the
share of university educated immigrants in chronic low-income rose from 12% to 36%.

Category of admission can inform the policy perspective with regards to rising low-income trends
among immigrants. For example, a rising number of skilled worker immigrants, a high proportion
who intended to work as information technology professionals (53% of all skilled worker
principal applicants to Canada in 2003)"" combined with the downturn in the information
technology sector has been argued to help explain worsening low-income rates among skilled
workers despite the strength of the overall economy over the period 2000 to 2003.” As evident,
this information provides a crucial perspective when considering the situation from a policy
angle.

Years since migration

Research consistently shows that low-income rates for immigrants who have been in Canada for
longer periods of time are significantly lower than for those in Canada more recently (see, for
example, Statistics Canada, 2008; Picot and Hou, 2003).79 Immigrants and refugees often need
some time to settle in their new country, and as a result, years since migration generally
corresponds to improved economic and social outcomes. Based on 2006 Census data, Table 1
presents the after-tax low-income status (both LICO and LIM) of immigrants by number of years
since immigration, for Canada, in 2005. As shown, low-income rates for immigrants who have
been in Canada for longer periods of time are lower and declines are evident for additional years
an immigrant has lived in Canada. For example, looking at persons with family income below
LICO, immigrants who arrived in Canada between 2001 and 2004 had an after-tax low-income
rate of 27.4% in 2005. This was almost three times higher than the corresponding rate of 9.5%
for people born in Canada. However, this gap closes with additional time an immigrant has lived
in Canada. Immigrants who had been in Canada for between 5 and 10 years (those who
immigrated between 1996 and 2000) had a low-income rate of 20.6% in 2005, while for those
with 10 to 15 years of residence (those who immigrated between 1991 and 1995), it dropped to
17.5%. Trends are similar for low-income status of immigrants based on the after-tax LIM. As
will be seen, it is worth mentioning that immigrants who have been established in Canada for
longer periods tend to be older.

77 Citizenship and Immigration Canada, Facts and Figures, 2003.

8 For example, Picot, Hou and Coulombe, 2007; Dempsey, 2006.

7 Picot and Hou (2003) also find that this assimilation out of low-income is faster for the more recent cohorts that
have the high rates of low-income shortly after migration.
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Table 1: After tax low income status of immigrants by number of years since
immigration, Canada, 2005

Persons with family income Persons with family income

below LICO (after tax) below LIM (after tax)
Number of years since Number of Number of Number of
immigration persons persons persons
Canadian-born persons 24,651,925 2,343,940 9.5 2,697,195 10.9
Immigrants* 6,166,770 1,025,185 16.6 988,115 16.0
Immigrated before 1981 2,393,355 187,350 7.8 175,200 7.3
Immigrated between 1981 and 1985 360,450 44,450 12.3 42,650 11.8
Immigrated between 1986 and 1990 640,440 92,220 144 88,495 13.8
Immigrated between 1991 and 1995 822,220 143,740 175 138,705 16.9
Immigrated between 1996 and 2000 843,035 173,855 20.6 168,765 20.0
Immigrated between 2001 and 2004 824,670 226,200 27.4 217,440 26.4

* All immigrants includes those immigrants landing in 2005 and 2006.
Source: Statistics Canada, 2006 Census of Population, CIC Custom Table, author's calculations

Research findings consistently provide evidence supportive of this trend. Using data from the
Survey of Labour and Income Dynamics (SLID) for the period 1993 to 2001, Palameta (2004)
finds that recent immigrants (landed in Canada within the past 1 to 6 years) are two to three times
more likely to experience low-income status (based on after-tax LICO) relative to the Canadian-
born. Moreover, the study finds that recent immigrants, regardless of gender, level of education,
family type, or province of residence are also more likely to experience low-income repeatedly
relative to the Canadian-born.* In this study, immigrants who had been in Canada 7 to 16 years
(mid-term immigrants) and those who had been in Canada for at least 17 years (early immigrants)
were found no more likely than non-immigrants to experience low-income, and the author
suggests the results imply that after a period of adjustment, immigrants generally integrate well
into Canada’s economy.

Using data from the 1993 to 1998 panel of the SLID, Morissette and Zhang (2001) study the
persistence of low-income status (based on after-tax LICO) for different groups at risk of low-
income. They find that at least 20% of immigrants who arrived in Canada since 1976 experienced
low-income for four years or more compared with 7% of the Canadian-born population. In
contrast, for immigrants who arrived prior to 1976, only 6% experienced low-income for four
years or more. While this study does not carry out an econometric analysis to control for years of
residence in Canada (and as a result the findings are not necessarily representative of true cohort
differences), these observations do imply considerable variation across immigrant groups in terms
of low-income status over time.

Opverall, examining the low-income situation of immigrants necessarily must account for years
since migration. Differences in low-income trends between recent and established immigrants
suggest different policy response. For example, recent immigrants may have low-income for
short spells upon arrival as they settle into their new country, a year or maybe two, while others
may have long term or chronic low-income, and the policy considerations may need to be very
different. As pointed to eatlier, a study based on the 1999 to 2004 and 2002 to 2007 panels of the
SLID, by Ren and Xu (2011), finds that recent immigration (and student status) is more likely to

80 In this study, close to half (47%) of recent immigrants were below the after-tax LICO for at least one of the six
years they were surveyed; of these, almost two-thirds were below the LICO for three or more years. In contrast,
about 1 in 5 non-immigrants experienced low-income for at least one year; of those, less than half were in low-
income for three or more years.
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be the key determinant for transitory low-income (versus family composition (unattached
individuals and lone-parents), activity limitation, and less than high school education which are
more likely the key determinants for both transitory and persistent low-income). This being the
case, also using the SLID (for 2002 to 2004), Fleury (2007) finds that recent immigrants (those
who immigrated to Canada between 1990 and 2004) are more vulnerable to low-income in both
the short and the long term (based on after-tax LICO). However, as for other Canadians, low-
income among recent immigrants is found in this study to be a very dynamic phenomenon; the
time spent in low-income for working-aged adults is very similar whether they are recent
immigrants or not. Again, information on years spent in Canada is crucial when considering
policy response to the situation of immigrants in low-income.

Personal characteristics (e.g., age and gender)

Low-income status is very much a life-cycle phenomenon.®' As a result, age is a crucial factor in
studying both the immigrant and the Canadian-born low-income situation. In addition to this, age
at the time of an immigrant’s arrival matters greatly for economic outcomes: research consistently
shows that the younger an immigrant is when landing in Canada, the better are his or her long-
term labour market outcomes relative to those immigrating at a later age, and the closer to the
Canadian-born experience.” The younger an immigrant is when landing in Canada, the more
time the immigrant has to gain human capital skills specific to the Canadian labour market.
Simply put, the earlier in life immigrants arrive, the more their education and work experience
will resemble that of their Canadian-born counterparts and the easier it will be to learn an official
language. Conversely, the older an immigrant is at landing, the more likely they are to have
accumulated human capital through foreign work experience and likely the more difficulty he or
she will have in terms of integrating into the labour market.

Among all immigrants, it is children and young adults who are more likely, relative to those aged
45 years and over, to live in a low-income situation. Based on 2006 Census data, Table 2 presents
the after-tax low-income status (both LICO and LIM) of immigrants by number of years since
immigration and age, for Canada, in 2005. As shown, looking at persons with family income
below LICO, 33% of immigrants under age 15 years lived in a low-income situation in 2005, as
did 26.7% of those aged 15 through 24 years. For immigrants aged 25 to 44 years, those of prime
working ages, 19.5% were in a low-income situation in 2005. Immigrant children under the age of
15 years were more than three times as likely as their Canadian-born counterparts (11.7%) to be
classified as being in a low-income situation in 2005. In contrast, low-income rates were much
lower among the older immigrant population during the same year, at 13.2% for those
immigrants aged 45 through 64 years and 8.7% for those aged 65 years and over (corresponding
rates for similar aged Canadian-born persons were 8.9% and 5.7%, respectively).” By years spent
in Canada, after-tax low-income rates were highest in 2005 among the most recent immigrant

81 For example, based on SLID data, Ren and Xu (2011) find that, being more prominent in certain age groups (e.g.,
students) and among unattached people, certain groups are also at high risk of being in low-income (e.g., lone
mothers, recent immigrants, members of visible minorities, people with less than high-school education and people
with activity limitations). This is consistent with existing literature.

82 See, for example, Boudarbat and Boulet, 2010; Green and Worswick, 2010; Bonikowska, Green and Riddell, 2008;
Aydemir and Skuterud, 2005; Sweetman, 2004; Schaafsma and Sweetman, 2001; Friedberg, 2000; and DeSilva,
1997.

83 Low income rates for children are found consistently higher than those for adults in the research literature (for
example see Fleury, 2008). This result is not surprising given that children from single-parent families are much
more vulnerable to low income than children from two-parent families, and children who live in families with
several siblings are also more vulnerable to low income.
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cohort (those who immigrated between 2001 and 2004) and who were youngest, with an
incidence of low-income of 30.8% for those under age 15 years, and 31.8% for those aged 15 to
24 years; this compares with 25.7% among those aged 25 to 44 years, 25.8% among those aged
45 to 64 years, and 20.1% among those aged 65 years and older. In contrast, after-tax low-income
rates were lowest in 2005 among the more established immigrant cohorts. For example, among
those who immigrated between 1991 and 1995, those who were under age 15 years had an
incidence of low income of 19.2% in 2005, and those aged 15 to 24 years had an incidence of
low-income of 20.5%; this compares with 16.8% among those aged 25 to 44 years, 17.3% among
those aged 45 to 64 years and 15.3% among those aged 65 years and older. Trends are similar for
low-income status of immigrants based on the after-tax LIM.
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Table 2: After tax low income status of immigrants by number of years since
immigration and age, Canada, 2005

Persons with family income Persons with family income

below LICO (after tax) below LIM (after tax)
Number of years Number of Number of Number of
since immigration persons persons persons
Canadian-born Total - Age 24,651,925 2,343,940 9.5 2,697,195 10.9
persons Under 15 5,182,635 605,780 11.7 705,155 13.6
15t0 24 3,577,980 428,160 12.0 483,145 135
25t0 44 6,654,865 574,045 8.6 656,895 9.9
45to 64 6,438,070 575,445 8.9 677,490 10.5
65 and over 2,798,375 160,510 5.7 174,510 6.2
Immigrants* Total - Age 6,166,770 1,025,185 16.6 988,115 16.0
Under 15 345,405 113,965 33.0 110,925 32.1
15t0 24 547,525 145,990 26.7 148,000 27.0
25t0 44 1,972,225 384,465 195 365,830 18.5
45t0 64 2,095,825 275,765 13.2 277,455 13.2
65 and over 1,205,800 105,000 8.7 85,900 7.1
Immigrated before Total - Age 2,393,355 187,350 7.8 175,200 7.3
1981 Under 15 -- -- --
15t0 24 -- -- --
25t0 44 323,905 28,335 8.7 28,760 8.9
45t0 64 1,123,460 99,110 8.8 102,405 9.1
65 and over 945,995 59,905 6.3 44,040 4.7
Immigrated between  Total - Age 360,450 44,450 12.3 42,650 11.8
1981 and 1985 Under 15 -- -- --
15t0 24 11,635 1,925 16.5 1,935 16.6
25to0 44 135,630 16,430 121 15,790 11.6
45to 64 164,300 18,280 111 18,305 111
65 and over 48,880 7,810 16.0 6,615 13.5
Immigrated between  Total - Age 640,440 92,220 14.4 88,495 13.8
1986 and 1990 Under 15 -- -- --
15t0 24 84,230 13,845 16.4 13,925 16.5
25t0 44 260,325 37,135 14.3 35,020 135
45t0 64 238,575 32,395 13.6 31,665 13.3
65 and over 57,305 8,840 15.4 7,890 13.8
Immigrated between  Total - Age 822,220 143,740 17.5 138,705 16.9
1991 and 1995 Under 15 22,530 4,325 19.2 4,390 195
15t0 24 137,920 28,275 20.5 28,945 21.0
25t0 44 349,815 58,830 16.8 55,030 15.7
45t0 64 236,305 40,770 17.3 39,630 16.8
65 and over 75,655 11,540 15.3 10,710 14.2
Immigrated between  Total - Age 843,035 173,855 20.6 168,765 20.0
1996 and 2000 Under 15 99,840 22,620 22.7 22,035 221
15t0 24 146,750 37,610 25.6 37,940 25.9
25t0 44 374,640 67,390 18.0 62,755 16.8
45 to 64 181,040 37,465 20.7 37,560 20.7
65 and over 40,760 8,775 21.5 8,475 20.8
Immigrated between  Total - Age 824,670 226,200 274 217,440 26.4
2001 and 2004 Under 15 160,520 49,380 30.8 47,200 29.4
15t0 24 121,805 38,780 31.8 39,310 32.3
25t0 44 394,965 101,695 25.7 94,840 24.0
45t0 64 117,550 30,330 25.8 30,075 25.6
65 and over 29,830 6,010 20.1 6,010 20.1

* All immigrants includes those immigrants landing in 2005 and 2006.
Source: Statistics Canada, 2006 Census of Population, CIC Custom Table, author's calculations
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Defining and measuring the low-income incidence of children, those under 15 years of age, and
young adults, those aged 15 to 24 years, is challenging because for the most part children do not
earn any income. Even so, most agree that it is unfortunate when families with children do not
have a sufficiently high income for suitable housing, food, clothing or some family activities.** A
study by Fleury (2007) based on SLID data covering 1994 to 2004 finds that children who lived
in a family whose main income recipient was not in the labour market for most of the year were
the most vulnerable to low-income (after tax LICO) in 2004, followed by those whose main
income recipient was unemployed or still in school. Children whose main income recipient was
self-employed were also found to have a higher risk of being in low-income than those whose
main income recipient was an employee. Furthermore, regardless of the main income recipient’s
labour market status, children from single-parent families were much more vulnerable to low
income than children from two-parent families. Children who lived in families with several
siblings were also more vulnerable to low income. Fleury finds that children dependent mainly on
a recent immigrant were one of several groups at higher risk of having low family incomes in
2004 (along with: one parent with at the very most a high school diploma, who was under the age
of 30, an Aboriginal person living off-reserve, or who had limitations at work). Moreover, while
the rate of low- income for children based on their family characteristics evolved little the period,
it grew for children of recent immigrants and children in families with one income earner and
three or more children, while it fell for children in families with no income earners and children
in single-parent families. The study by Fleury argues that the relatively high low-income rate of
immigrant children appears to a large extent reflective of their status as the offspring of recent
immigrants.

Research has found that an older age at landing may increase an immigrant’s chance of
experiencing low-income relative to that of their Canadian-born counterparts. The study by
Palameta (2004) finds that immigrant seniors who had come to Canada in their late 40s or their
50s were at greater risk of experiencing low-income than other Canadians. Palameta argues that
mid-term (in Canada 7 to 16 years) immigrant seniors, who came to Canada in their late 40s of
their 50s and found work may not have been able to build up sufficient pension wealth to stave
off low-income. This group was found roughly five times more likely than their Canadian-born
counterparts to experience low-income. The study by Picot, Hou, and Coulombe (2007) also
finds that low-income and chronic low-income rates increase with immigrant age at landing.
While these authors attribute this to evidence of declining returns to foreign labour market
experience, this result may actually reflect shifts in the age and admission category composition
of the immigrant population. The majority of those aged 50 or over at landing, for example, are
family class immigrants; these immigrants generally enter a family already established in Canada,
reducing their low-income entry rates.” Immigrants in these age groups may also have different
labour market intentions than other immigrants (e.g., education, retirement, etc.).

8 Fleury, 2008.
8 Note that this effect will only be captured in low-income measures based on economic families or households;
recall that measures based on Census families do not identify more than two generations living together.
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This being the case, senior-aged immigrants (either those who entered the country as seniors or
who aged in Canada) may face unique challenges gaining an adequate income. Lee (2000)

suggests that they may not have access to income security programs available to other elderly
Canadians such as Old Age Security (OAS) and the Guaranteed Income Supplement (GIS)
benefits. In fact, using the Longitudinal Immigration Database (IMDB) and data from the
Canadian Revenue Agency, Dempsey (2006) observes that immigrant seniors rely more on non-
contributory retirement income than non-immigrant seniors, and family class immigrants (66% of
the senior immigrant population) and refugees (8%) receive more than half of their income from
provincial supplements, Old Age Security (OAS), and Guaranteed Income Supplement
(GIS)/Allowance. In contrast, senior economic immigrants (18%) are found to have stronger
labour market attachment and receive 60% of their income from labour market sources,
especially employment earnings. Moreover, senior economic principal applicants were also found
in the category most likely to report C/QPP and least likely to report OAS/GIS. As a result of
these findings, Dempsey argues that immigrant seniors are less self-sufficient than non-immigrant
seniors.

It has been asserted that immigrant women experience a ‘double jeopardy’ in the Canadian labour
force, as both ‘immigrants’ and ‘women’. Female immigrants may face gender discrimination in
the labour market that is similar to that experienced by Canadian-born females, or it may be
exacerbated by their foreign-born status. Female immigrants may be more likely to live in a low-
income situation compared to their male counterparts — similar to the situation among the
Canadian-born.* Based on 2006 Census data, Table 3 presents the after-tax low-income status
(both LICO and LIM) of immigrants by number of years since immigration and gender, for
Canada, in 2005. As shown, looking at persons with family income below LICO, 17.2% of
immigrant women were living with low-incomes compared with 16.0% of immigrant men in
2005; the comparable rates for Canadian-born women and men were 10.1% and 8.9%,
respectively. Gender differences in low-income were less pronounced in 2005 among the more
recent immigrant cohorts, with those who immigrated between 2001 and 2004 having similar
low-income rates for men and women, at 27.6% and 27.3%, respectively. However, among those
in Canada 10 to 15 years (those who immigrated between 1991 and 1995), low-income rates were
higher among female immigrants in 2005, at 18.1%, compared to their male counterparts, at
16.8%. Although differences in the size of the male-female low-income gap are evident, the
overall trends are similar for low-income status of immigrants based on the after-tax LIM.

8 For example, based on SLID data, Fleury (2007) reports a higher shatre of low-income incidence among female
recent immigrants (61%) than their male counterparts (39%), while the Canadian-born ratio is 54.1%to 45.9 %
(2004).
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Table 3: After tax low income status of immigrants by number of years since
immigration and gender, Canada, 2005

Persons with family income Persons with family income

below LICO (after tax) below LIM (after tax)

Number of years Number of Number of Number of
since immigration Gender persons persons persons
Canadian-born Female 12,489,665 1,262,585 10.1 1,448,400 11.6
persons Male 12,162,265 1,081,360 8.9 1,248,800 10.3
Immigrants* Female 3,212,365 551,065 17.2 526,680 16.4

Male 2,954,405 474,120 16.0 461,430 15.6
Immigrated before Female 1,240,120 108,330 8.7 97,655 7.9
1981 Male 1,153,240 79,020 6.9 77,545 6.7
Immigrated between  Female 189,715 25,280 13.3 24,090 12.7
1981 and 1985 Male 170,735 19,170 11.2 18,565 10.9
Immigrated between  Female 328,735 49,070 14.9 47,305 14.4
1986 and 1990 Male 311,705 43,150 13.8 41,195 13.2
Immigrated between  Female 438,425 79,170 18.1 76,120 17.4
1991 and 1995 Male 383,795 64,570 16.8 62,590 16.3
Immigrated between  Female 436,735 92,575 21.2 89,840 20.6
1996 and 2000 Male 406,300 81,280 20.0 78,930 19.4
Immigrated between  Female 429,665 117,105 27.3 112,650 26.2
2001 and 2004 Male 395,010 109,095 27.6 104,790 26.5

* All immigrants includes those immigrants landing in 2005 and 2006.
Source: Statistics Canada, 2006 Census of Population, CIC Custom Table, author's calculations

Using mainly 2001 Census data, Statistics Canada (2000) finds a higher share of foreign-born
women lived in a low-income (LICO) situation in 2001 (23% as compared to 16% for Canadian-
born women) (and 20% for immigrant men). For the same year, the study also finds that foreign-
born women were less likely to be employed compared to Canadian-born women and men (both
foreign and Canadian-born). Immigrant women also received a slightly larger proportion of their
total income from government transfer payments (e.g., family allowances, Employment
Insurance benefits and other types of social assistance) relative to Canadian-born women. As a
result, the study argues that foreign-born women face a complex set of hurdles as they integrate
into Canadian society, including adjusting to a new lifestyle and gender-based inequalities in
Canada (e.g., differences in employment and unemployment rates).

As highlighted in this section, examining the low-income situation of immigrants necessarily must
account for age (at time of survey and at arrival) and gender. Differences in low-income trends by
age and by gender may suggest different sets of circumstances to which policy may respond. For
example, the situation of immigrant children living in a low-income may be caused by factors
much different than those of low-income lone-parent immigrant mothers, or working age
immigrant men, or senior immigrant females who are living with their extended family. Personal
characteristics, such as age and gender, provide crucial information when considering the
situation of immigrants in low-income from a remedial point of view.
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Countries of origin (e.g., perceived or real differences in educational systems, language
challenges, ethnic networks, and cultural differences)

Immigrants from non-OECD countries may be more likely to live in a low-income situation
compared to those from OECD countries. Based on 2006 Census data, Table 4 presents the
after-tax low-income status (both LICO and LIM) of immigrants by place of birth, for Canada, in
2005. As shown, looking at persons with family income below LICO, 10.2% of immigrants from
OECD countries were living with low-incomes compared with 20.5% of immigrants from non-
OECD countries in 2005. Looking at only those immigrants who migrated to Canada most
recently (those who landed between 2001 and 2004), the percentage point difference is more
pronounced, with 29.8% of those from OECD countries living in a low-income situation
compared to 50.5% of those from non-OECD countries. For this cohort of immigrants, among
those from OECD countries, those from South Korea had the highest incidence of low-income,
at 51.9%. Among those from non-OECD countries, recent immigrants from several countries
had relatively high low-income rates: Somalia (60.0%), Taiwan (56.2%), and Kuwait (52.8%).
That recent immigrants from Somalia have such a relatively high low-income rate is possibly
explainable by category of admission, many of these persons having arrived as refugees. In
contrast, it is possible that the high low-income rates among immigrants from South Korea,
Taiwan, and Kuwait reflect the inability of low-income measures to account for wealth, including
foreign assets, as South Korea, Taiwan and Kuwait are among the top Gross Domestic Product
per capita countries, and are also not major source countries for refugees to Canada.” In fact,
South Korea and Taiwan are among the top source countries for Business Immigrants (a category
that includes Entrepreneurs, Self-employed immigrants, and Investors) to Canada.” Business
immigrants are a group admitted to Canada under the expectation they will create jobs and
stimulate the economy through consumption and investments. Trends are similar for low-income
status of immigrants based on the after-tax LIM.

87 World Bank figures place South Korea, Taiwan, and Kuwait among the top 45 GDP per capita countries in 2005.
http://data.worldbank.org/indicator/NY.GDP.PCAP.CD?order=wbapi data value 2005+wbapi data value&so
rt=asc&page=1
Moreover, over the period 2001 to 2004, Kuwait was the 40th ranked source country for refugees to Canada,
followed by South Korea at 83rd, and Taiwan, at 171st. In contrast, Somalia was the 12th leading source country
for refugees over this period. Source: CIC Facts and Figures, 2010.

88 Citizenship and Immigration Canada, Facts and Figures, 2010.
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Table 4: After tax low income status of immigrants by place of birth, Canada, 2005

All immgrants* Immigrated between 2001 and 2004
Persons with  Persons with Persons with  Persons with
family income family income family income family income
below LICO below LIM below LICO below LIM
Total (after tax) (after tax) (after tax) (after tax)
No. of No. of
persons # % # persons
Total - Places of birth 6,166,775 1,025,185 16.6 988,120 16.0 1,107,270 226,200 20.4 217,435 19.6
OECD Countries 2,316,145 235,780 10.2 236,270 10.2 187,835 31,225 16.6 32,235 17.2
France 79,060 10,655 13.5 10,265 13.0 17,045 1,765 104 1,675 9.8
Germany 170,180 13,835 8.1 15255 9.0 7,560 870 115 1,255 16.6
Greece 73,030 8,955 12.3 7,640 105 1,050 170 16.2 150 143
Italy 296,265 20,215 6.8 17,360 5.9 2,265 245 10.8 255 113
Korea, South 98,075 36,420 37.1 35,690 36.4 35,355 13,265 37.5 12,990 36.7
Mexico 49,745 8,875 17.8 10,965 22.0 16,455 2,360 14.3 2,790 17.0
Netherlands 111,170 6,520 5.9 8,365 75 3,640 450 124 755 20.7
Poland 169,790 17,225 10.1 15,630 9.2 6,480 750 11.6 740 114
Portugal 150,245 12,125 8.1 11,155 7.4 2,950 340 115 295 10.0
United Kingdom 575,405 38,030 6.6 39,175 6.8 25,565 1550 6.1 1,715 6.7
United States 248,240 27,105 10.9 30,035 12.1 38,580 4,520 117 4,730 12.3
Other OECD Countries 294,945 35,820 12.1 34,730 11.8 30,895 4945 16.0 4,875 15.8
Non-OECD countries 3,850,625 789,405 20.5 751,845 195 919,435 194,970 21.2 185,205 20.1
Afghanistan 36,145 14,440 40.0 14,390 39.8 16,225 5710 35.2 5790 35.7
Algeria 32,145 12,180 37.9 11,370 35.4 16,155 5,600 34.7 5095 315
Bosnia and Herzegovina 28,700 3,565 12.4 3,525 123 2,605 560 21.5 490 18.8
China, People's Republic of 465,925 119,785 25.7 113,520 244 154,785 40,115 25.9 38,235 24.7
Columbia 39,075 13,540 34.7 13,790 35.3 25,260 5125 20.3 5450 21.6
El Salvador 42,730 6,910 16.2 6,390 15.0 2,870 530 185 495 17.2
Ethiopia 19,630 6,825 34.8 6,300 32.1 6,605 1,600 24.2 1,415 214
Guyana 87,075 10,445 12.0 9,315 10.7 7,270 700 9.6 600 83
Haiti 63,270 15,885 25.1 14,175 22.4 10,680 2,635 247 2,285 214
Hong Kong, SAR 215,065 38,995 18.1 37,695 17.5 7,365 2,440 33.1 2,340 31.8
India 443,105 56,135 12.7 53,945 12.2 128,985 12,330 9.6 11,560 9.0
Iraq 33,505 11,270 33.6 11,380 34.0 9,975 3,420 34.3 3,490 35.0
Iran 91,945 28,240 30.7 27,160 29.5 27,535 9,185 334 8,740 31.7
Jamaica 123,160 20,035 16.3 18,050 14.7 9,410 1,465 15.6 1,320 14.0
Kuwait 10,515 3,750 35.7 3,865 36.8 2,720 1,080 39.7 1,170 43.0
Lebanon 75,180 20,370 27.1 19,275 25.6 11,320 3,390 29.9 3,110 275
Morocco 38,895 12,390 31.9 11,460 29.5 14,710 5,280 35.9 4,940 33.6
Pakistan 133,185 47,190 354 45,490 34.2 57,615 19,190 33.3 17,970 31.2
Philippines 302,850 32,600 10.8 30,235 10.0 77,815 5140 6.6 4240 54
Romania 82,465 13,920 16.9 13,005 15.8 28,065 4,110 14.6 3,670 13.1
Russian Federation 63,780 13,555 21.3 12,980 20.4 21,100 3,905 185 3,880 184
Somalia 19,470 10,040 51.6 10,130 52.0 3,865 1,595 41.3 1,695 43.9
South Africa, Republic of 38,145 2970 7.8 2840 74 6,520 380 5.8 375 58
Sri Lanka 105,600 20,950 19.8 18,915 17.9 22,295 4,080 18.3 3,740 16.8
Taiwan 65,075 26,495 40.7 26,240 40.3 10,680 4,345 40.7 4,385 41.1
Ukraine 59,235 10,215 17.2 9,300 15.7 15,375 3,020 19.6 2,775 18.0
Viet Nam 159,935 27,235 17.0 25,840 16.2 10,535 1,605 15.2 1,545 147
Other non-OECD countries 974,820 189,475 19.4 181,265 18.6 211,095 46,450 22.0 44,420 21.0

* Allimmigrants includes those immigrants landing in 2005 and 2006.
Source: Statistics Canada, 2006 Census of Population, CIC Custom Table, author's calculations
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Immigrant source countries may also be closely related to returns to foreign work experience and
education. As a result, source country characteristics of recent immigrants are often regarded as
key indicators in immigrant low-income studies. In their 2003 study, Picot and Hou conclude that
the source regions that had the largest increase in their share of the recent immigrant population
also tend to have the highest increase in the low-income rates, such as the regions of Africa, Asia,
and Southern Europe. As Picot and Sweetman (2005) point out, between 1981 and 2001, a
decreasing share of immigrants came from the United States, Northern Europe, Southern
Europe, the Caribbean, South and Central America, and Southeast Asia; the share of recent
immigrants from these areas fell from 65% to 28%. Conversely, regions such as Eastern Europe,
South Asia, East Asia, Western Asia, and Africa increased their shares from 35% in 1981 to 72%
in 2001. Moreover, Picot and Sweetman (2012) find that with regards to rising low-income rates
observed among immigrants, the low-income rate increased little among immigrants from the
traditional source regions (such as Western Europe and the United States); the majority of the
increase was concentrated among immigrants from the newer source regions (such as China,
India, other Asian nations, and Africa). The recent immigrants from these regions may have
lower income levels in their first years in Canada, since their human capital may be initially less
transferable due to potential issues regarding language, cultural differences, education quality, and
possibly discrimination. As a result, country of origin can lend insight into appropriate policy
responses to address low-income incidence among specific immigrant groups.

Demographics (e.g., family size and composition)

Immigrants living with non-family members or immigrants living alone may be more likely to live
in a low-income situation compared to those who live in a family situation. Based on 2006
Census data, Table 5 presents the after-tax low-income status (both LICO and LIM) of
immigrants by number of years since immigration and economic family status, for Canada, in
2005. As shown, looking at persons with family income below LICO, 46.9% of immigrants living
with non-relatives were living in a low-income situation in 2005, compared with 29.2% of those
immigrants living alone, and 14.4% of those immigrants living in an economic family
(comparable rates for the Canadian-born were 38.3%, 22.5%, and 6.8%, respectively). Although
the pattern remains the same regardless of period of immigration, differences in low-income
status between those living with non-relatives and those living alone were to some extent less
pronounced in 2005 among the more established immigrant cohorts. For example, for those in
Canada 10 to 15 years (those who immigrated between 1991 and 1995), 46.3% of those living
with non-relatives in 2005 were in low-income, compared to 41.9% of those living alone, while
the rate was 15.3% for those living in an economic family. In comparison, for recent immigrants
(those who immigrated between 2001 and 2004), 55.6% of those living with non-relatives in 2005
were in low-income, compared to 44.1% of those living alone, while the rate was 25.6% for those
living in an economic family. Although differing in magnitude to some extent, these patterns are
similar for low-income status of immigrants by family type based on the after-tax LIM.
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Table 5:

Years since
immigration

After tax low income status of immigrants by number of years since

immigration and economic family status, Canada, 2005

Economic Family status

Number of

persons

Persons with
family income

below LICO

(after tax)
Number of
persons

Persons with
family income

below LIM
(CUCIREY)

Number of
persons

Canadian-born  Total - Economic family status 24,651,925 2,343,940 9.5 2,697,195 10.9
persons Persons in economic family 21,161,145 1,435,200 6.8 1,809,035 8.5
Persons living alone 2,705,005 607,575 225 597,685 221
Persons living with non-relatives only 785,775 301,165 38.3 290,480 37.0
Immigrants* Total - Economic family status 6,166,770 1,025,185 16.6 988,115 16.0
Persons in economic family 5,421,250 781,000 14.4 781,640 144
Persons living alone 594,670 173,375 29.2 143,150 241
Persons living with non-relatives only 150,850 70,810 46.9 63,320 42.0
Immigrated Total - Economic family status 2,393,355 187,350 7.8 175,200 7.3
before 1981 Persons in economic family 1,966,790 89,100 4.5 98,275 5.0
Persons living alone 385,390 84,800 22.0 65,160 16.9
Persons living with non-relatives only 41,175 13,450 32.7 11,770 28.6
Immigrated Total - Economic family status 360,450 44,450 12.3 42,650 11.8
betw een 1981 Persons in economic family 317,400 28,320 8.9 29,010 9.1
and 1985 Persons living alone 33,395 12,455  37.3 10,285  30.8
Persons living with non-relatives only 9,650 3,675 38.1 3,355 34.8
Immigrated Total - Economic family status 640,440 92,220 14.4 88,495 13.8
betw een 1986 Persons in economic family 578,925 67,680 11.7 66,890 11.6
and 1990 Persons living alone 44,665 17,530 39.2 15,385 34.4
Persons living with non-relatives only 16,845 7,010 416 6,220 36.9
Immigrated Total - Economic family status 822,220 143,740 17.5 138,705 16.9
betw een 1991 Persons in economic family 757,775 115,875 15.3 114,340 15.1
and 1995 Persons living alone 45,030 18,890 41.9 16,590 36.8
Persons living with non-relatives only 19,410 8,980 46.3 7,775 40.1
Immigrated Total - Economic family status 843,035 173,855 20.6 168,765  20.0
betw een 1996 Persons in economic family 784,740 149,085 19.0 146,690 18.7
and 2000 Persons living alone 38,370 15,085 39.3 13,335 34.8
Persons living with non-relatives only 19,935 9,690 48.6 8,740 43.8
Immigrated Total - Economic family status 824,670 226,200 27.4 217,440 26.4
betw een 2001 Persons in economic family 759,845 194,340 25.6 189,485 24.9
and 2004 Persons living alone 36,350 16,035 44.1 14,150 38.9
Persons living with non-relatives only 28,475 15,820 55.6 13,800 485

* All immigrants includes those immigrants landing in 2005 and 2006.
Source: Statistics Canada, 2006 Census of Population, CIC Custom Table, author's calculations

By family type, the research consistently shows that lone-parents and unattached individuals are
more likely to be in low-income. As a result, low-income rates are influenced by demographic
change such as an increase in the number of single-parent families, which can cause the aggregate
rate to rise.” There is some research to suggest that an increased incidence of lone-parenthood
has increased low-income among recent immigrants (landed within the past decade) (analysis
based on the Survey of Consumer Finances, 1977 to 1997, Liu and Kerr, 2003). Dempsey (2000)
observes that immigrant lone-parents and unattached immigrants report the lowest income of all
groups. Moreover, the study by Dempsey finds that lone-parents and unattached individuals over
60 years of age also have the worst income situations for their age group as there are fewer

8 Picot, Lu, and Hou, 2009.
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contributors to the family income. In addition, the study reports that immigrant lone-parents and
unattached immigrants aged 60 years or older are less likely to report employment earnings and
more likely to report government income transfer benefits, and they are more likely to report
non-contributory retirement income sources such as provincial supplement, OAS, and GIS.
Regarding the age group under 60, immigrant lone-parents and unattached individuals are also
found to have the lowest family employment earnings, and economic principal applicants are
likely to be sole-contributors and have lower family employment earnings. Accounting for family
type, the study by Dempsey observes that immigrants as lone-parents and unattached individuals
have the lowest family employment earnings, and immigrant seniors are less self-sufficient that
non-immigrant seniors.

In fact, family composition can have a large impact on observed low-income rates. As an
example, Plante and van den Berg (2011) use SLID data for the years 1996 to 2008 and undertake
a decomposition technique to determine what the situation would be in four Canadian provinces
— Alberta, British Columbia, Ontario, and Quebec — if they had the same demographic profiles
(for example, the same number of two parent and single parent families). The low-income
measure used in this analysis is 50% of median income, with low-income thresholds and low-
income rates estimated independently for each province and year of analysis using 2008 real
dollars, scaled by the provincial level Consumer Price Index. The analysis shows that prior to
considering the impact of the provincial demographic profiles, Quebec had low-income rates that
were lower than those for the other three provinces (based on the mean low-income rate in each
province, taken over the 13 years of analysis).”” However, once adjustments were made to
account for the fact that Quebec had fewer two parent families than other provinces, the authors
found that if Ontario, Alberta, and British Columbia had the same demographic make up as
Quebec, their low-income rates would be much higher than Quebec’s. Moreover, if Quebec had
Ontario’s demographic characteristics, its low-income rate would be even lower.

Research suggests that recent immigrants may be more likely to be part of a working poor family
as compared with other low-income Canadians. The study by Fleury (2007) using data from the
SLID examines the phenomenon of low-income and working low-income among the group of
immigrants who arrived in Canada since the early nineties (called in this study “recent
immigrants”). The study finds that the profile of low-income among recent immigrants differs in
many aspects from that of other low-income Canadians. Notably, recent working-age immigrants
living in low-income are less likely to depend on government transfers and are more likely to rely
on family support to fulfill their needs.”! For recent immigrants not living in low-income, the
findings by Fleury suggest it is also much more likely that they avoid low-income because of
family support rather than because of their labour market income.

Differences through time in the ethnic composition of immigrants and a tendency to live in
multi-generational, extended family, or multi-family households could impact low-income trends.
For example, Picot, Lu, and Hou (2009) describe how low-income rates are based on the total
income of the family in which seniors live. As a result, for example, if immigrant seniors were

% According to Plante and van den Berg (2011), in the 2000’s, Quebec launched an elaborate poverty reduction
strategy that sets it apart from the other Canadian provinces. Specifically, for the last decade and a half, Quebec
has put ever more weight on family-support and work-and-family reconciliation policies to achieve its social policy
objectives, including a reduction in low-income. This includes, for example, greater generosity of the daycare
program in Quebec relative to other provinces, extended parental leave, and a tax credit aimed at supporting
families with children called Soutien aux enfants. (Source: Proulx, Faustmann, Raiq, and van den Berg, 2011).

91 According to the study by Fluery (2007), when living in low-income, recent immigrants are less dependent on
social assistance and more on the earnings of other family members.
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more likely to live in multi-generational economic families with more and younger earners, this
would be reflected in a rising market income available to seniors. The authors argue that the
family situation of immigrant seniors is important since the less time they have been in Canada,
the lesser the effect of the transfer system on their low-income rates. To be effective, policy
development in the area of low-income and immigrants must account for the role that family
composition may be playing in the observed outcomes and trends.

Levels of immigration and settlement patterns

Consistent with the situation of the Canadian-born population, the relative economic outcomes
of immigrants vary by province. Variations in employment earnings may arise across provinces
due to a number of factors, including local labour market conditions, minimum wage laws, and
differences in industrial and occupational concentrations across regions. Where an immigrant
settles can influence economic outcomes due to differences in regional industrial composition
and varying impacts of the business cycle on industrial make up. For example, earnings in
Ontario were hardest hit by the decline in employment in the Information Technology sector in
the early 2000s, which had a negative impact on earnings of recent immigrants going to that
province. Based on 2006 Census data, Table 6 presents the after-tax low-income status (both
LICO and LIM) of immigrants by years since immigration and province, for Canada, in 2005. As
shown, looking at persons with family income below LICO, the highest proportions of
immigrants living with low-incomes in 2005 were also the three largest immigrant receiving
provinces, that is, Quebec, with an after-tax low-income rate among immigrants of 24.1%,
followed by British Columbia and Ontario, at 17.8% and 15.4%, respectively. Among the
Canadian-born, the outlook differs, with the highest low-income rates in 2005 occurring in
Manitoba (10.9%), Quebec (10.7%), British Columbia (10.3%) and Newfoundland and Labrador
(10.0%). In contrast, in 2005, the lowest rates of low-income occurred for immigrants living in
Saskatchewan (10.1%), Newfoundland and Labrador (11.0%), and New Brunswick (11.3%).
Comparing the most recent cohort of immigrants (those landed between 2001 and 2004) to those
more established (those landed between 1991 and 1995), similar patterns evolve, but low-income
rates are higher for those landed most recently. For example the low-income rates for immigrants
landed between 2001 and 2004 were 37.6% for those in Quebec, 28.9% for those in British
Columbia, and 25.9% for those in Ontario; these proportions were 24.1%, 20.4%, and 16.0%,
among those landed between 1991 and 1995, respectively. Note that the proportion of
immigrants in a low-income situation was relatively high in Prince Edward Island in 2005, with a
rate of 28.3% among the most recent cohort, and 22.2% among those landed between 1991 and
1995. There are some interesting differences in low-income status by province based on the after-
tax LIM. For instance, looking at persons with family income below LIM, the highest
proportions of immigrants living with low-incomes in 2005 were living in Quebec, with an after-
tax low-income rate among immigrants of 22.3%, followed by those living in Prince Edward
Island and British Columbia, at 19.6% and 17.6%, respectively. Among the Canadian-born, the
outlook differs, with the highest LIM low-income rates in 2005 occurring in Newfoundland and
Labrador (15.9%), Nova Scotia (14.0%), and New Brunswick (13.8%).
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Table 6: After tax low income status of immigrants by number of years since
immigration and province®?, Canada, 2005

Persons with family Persons with family
income below LICO income below LIM
(after tax) (after tax)
Years since Number of Number of Number of
immigration Province persons persons persons
Canadian-born  Canada 24,651,925 2,343,940 9.5 2,697,195 10.9
persons New foundland and Labrador 489,440 48,880 10.0 77,805 15.9
Nova Scotia 851,600 78,335 9.2 119,135 14.0
Prince Edw ard Island 128,310 8,550 6.7 14,590 114
New Brunsw ick 688,165 61,955 9.0 94,735 13.8
Quebec 6,499,785 692,700 10.7 746,030 11.5
Ontario 8,479,355 753,745 8.9 842,245 9.9
Manitoba 961,500 104,505 10.9 117,550 12.2
Saskatchew an 893,615 82,195 9.2 120,535 135
Alberta 2,676,790 216,130 8.1 231,830 8.7
British Columbia 2,890,260 296,960 10.3 332,740 11.5
Immigrants* Canada 6,166,770 1,025,185 16.6 988,115 16.0
New foundland and Labrador 8,315 915 11.0 1,095 13.2
Nova Scotia 44,880 5,425 12.1 7,040 15.7
Prince Edw ard Island 4,755 695 14.6 930 19.6
New Brunsw ick 26,220 2,970 11.3 4,305 16.4
Quebec 848,920 204,420 24.1 189,145 22.3
Ontario 3,389,130 523,270 15.4 502,635 14.8
Manitoba 150,665 21,550 14.3 21,850 14.5
Saskatchew an 47,860 4,815 10.1 6,450 13.5
Alberta 524,845 62,980 12.0 58,565 11.2
British Columbia 1,115,005 198,135 17.8 196,100 17.6
Immigrated Canada 2,393,355 187,350 7.8 175,200 7.3
before 1981 New foundland and Labrador 4,340 235 5.4 320 7.4
Nova Scotia 24,100 1,340 5.6 2,015 8.4
Prince Edw ard Island 2,770 130 4.7 235 8.5
New Brunsw ick 14,320 690 4.8 1,290 9.0
Quebec 296,445 35,175 11.9 29,815 10.1
Ontario 1,320,280 94,920 7.2 88,275 6.7
Manitoba 68,110 5,280 7.8 4,720 6.9
Saskatchew an 24,005 1,260 5.2 2,010 8.4
Alberta 202,505 13,100 6.5 10,855 5.4
British Columbia 433,695 35,220 8.1 35,670 8.2
Immigrated Canada 360,450 44,450 12.3 42,650 11.8
between 1981  New foundland and Labrador 345 25 7.2 40 11.6
and 1985 Nova Scotia 2,470 150 6.1 220 8.9
Prince Edw ard Island 245 10 4.1 15 6.1
New Brunsw ick 1,750 100 5.7 155 8.9
Quebec 54,680 9,835 18.0 9,440 17.3
Ontario 184,080 21,315 11.6 20,210 11.0
Manitoba 10,250 1,075 10.5 1,110 10.8
Saskatchew an 2,950 225 7.6 265 9.0
Alberta 39,845 3,645 9.1 3,105 7.8
British Columbia 63,415 8,070 12.7 8,080 12.7

92 After tax low income cut offs are calculated for the 10 provinces only and exclude reserves, barracks, etc.
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Table 6: After tax low income status of immigrants by number of years since
immigration and province, Canada, 2005 (cont’d)

Persons with family Persons with family
income below LICO income below LIM
(after tax) (after tax)
Years since Number of Number of Number of
immigration Province persons persons persons
Immigrated Canada 640,440 92,220 144 88,495 13.8
between 1986  New foundland and Labrador 670 60 9.0 75 11.2
and 1990 Nova Scotia 3,535 490 13.9 620 17.5
Prince Edw ard Island 300 70 23.3 75 25.0
New Brunsw ick 1,880 185 9.8 295 15.7
Quebec 86,370 18,115 21.0 16,840 19.5
Ontario 373,100 50,210 135 48,050 12.9
Manitoba 13,810 1,575 11.4 1,510 10.9
Saskatchew an 3,435 250 7.3 335 9.8
Alberta 51,380 5,170 10.1 4,635 9.0
British Columbia 105,550 16,100 15.3 16,060 15.2
Immigrated Canada 822,220 143,740 17.5 138,705 16.9
between 1991  New foundland and Labrador 695 115 16.5 130 18.7
and 1995 Nova Scotia 3,520 590 16.8 755 214
Prince Edw ard Island 270 60 22.2 65 24.1
New Brunsw ick 1,875 140 7.5 340 18.1
Quebec 109,425 26,425 24.1 24,555 22.4
Ontario 461,250 74,000 16.0 71,485 15.5
Manitoba 13,145 1,525 11.6 1,490 11.3
Saskatchew an 4,310 410 9.5 505 11.7
Alberta 62,100 6,880 11.1 6,485 10.4
British Columbia 164,870 33,595 20.4 32,900 20.0
Immigrated Canada 843,035 173,855 20.6 168,765 20.0
between 1996  New foundland and Labrador 850 105 124 115 13.5
and 2000 Nova Scotia 4,405 715 16.2 930 21.1
Prince Edw ard Island 320 25 7.8 70 21.9
New Brunsw ick 2,120 285 13.4 440 20.8
Quebec 108,835 28,130 25.8 26,380 24.2
Ontario 470,790 92,135 19.6 88,925 18.9
Manitoba 14,255 2,065 14.5 2,385 16.7
Saskatchew an 5,090 515 10.1 670 13.2
Alberta 65,600 7,755 11.8 7,615 11.6
British Columbia 170,035 42,140 24.8 41,230 24.2
Immigrated Canada 824,670 226,200 27.4 217,440 26.4
between 2001  New foundland and Labrador 1,055 190 18.0 215 20.4
and 2004 Nova Scotia 4,795 1,150 24.0 1,410 29.4
Prince Edw ard Island 530 150 28.3 210 39.6
New Brunsw ick 2,810 605 21.5 770 27.4
Quebec 141,485 53,135 37.6 49,240 34.8
Ontario 439,330 113,820 25.9 109,495 24.9
Manitoba 21,685 4,955 22.8 5,340 24.6
Saskatchew an 5,485 920 16.8 1,330 24.2
Alberta 75,575 13,350 17.7 12,665 16.8
British Columbia 131,140 37,925 28.9 36,750 28.0

* All immigrants includes those immigrants landing in 2005 and 2006.
Source: Statistics Canada, 2006 Census of Population, CIC Custom Table, author's calculations
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According to Picot and Hou (2003), province of residence of recent immigrants plays a
considerable role in their low-income situation. These authors argue this is particularly the case
for the Census Metropolitan Areas (CMAs) in the provinces of Ontario and British Columbia,
where immigrants constitute a large share of the population and deteriorating outcomes regarding
low-income tend to have been concentrated among the immigrant population. Moreover, these
authors suggest that rising low-income rates within the recent immigrant population particularly
in Toronto and Vancouver since 1990 is increasingly worrisome given that the Canadian-born
populations within these cities have experienced declines in their low-income rates over this same
period. In a study using eatlier Census data, Ley and Smith (1997) study the relationship between
immigration and low-income in Canadian Cities over the period 1971 through 1991. Similar to
Picot and Hou, they conclude that concentrated low-income in Canadian cities does involve the
recently arrived immigrant population (although the importance of their role in the measures of
low-income is not as large as is found in European studies). These authors find that the greatest
incidence of deep low-income is found in Montreal. In addition, these authors conclude that the
movement of affordable housing in Toronto out of the inner city led to an increase in low-
income in the suburbs (see also Ley and Smith, 2000).

Indeed, geographically speaking, most immigrants to Canada settle in the three large CMAs of
Toronto, Vancouver, and Montreal. Relatively smaller proportions of immigrants settle in
medium sized CMAs such as Calgary and Winnipeg, although these proportions have been
increasing in recent years. These settlement patterns of immigrants combined with the local
labour market’s ability to absorb immigrant inflows may have contributed to observed low-
income trends. Before the early 1990s, the government cut the level of immigration during
recessions when the absorptive capacity of the economy was believed to be low.” Large numbers
of immigrants settled in the late 1980s and early 1990s as the economy was entering a severe
recession in the 1990 to 1991 period. Inflows continued at this level through the eatly 1990s, a
period of high unemployment and sluggish employment growth. Thompson (2004) argues that
there may have been a structural decrease in the employment rate of recent immigrants relative to
the Canadian-born in large CMAs that experienced relatively higher immigration rates during the
recession of the early 1990s, whereas this may be less likely in cities with lower immigration rates
during this period. This could be the case, this author argues if, for instance, there is a large
accumulation of immigrants that have not been able to enter the labour market, so that by the
time the economy recovers, the capacity of the labour market to absorb new cohorts is
influenced by previous cohorts still trying to enter the labour market. Picot and Sweetman (2012)
note that there is a belief in some quarters that immigrant economic outcomes would improve if
there was a greater regional distribution of immigrants.

93 Prior to the 1990s, governments had a pro-cyclical immigration policy. That is, immigration levels were reduced in
recessions when labour demand fell, and increased during economic expansions when it rose. Since the early 1990s
the Canadian government has moved away from this policy, not reducing and at times expanding immigration
levels in recessions. Source: Picot and Sweetman, 2012.
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In brief, key to understanding the factors contributing to the low-income situations of
immigrants is accounting for immigrant settlement patterns, as well as the levels (density) of that
settlement. Matching these characteristics with local economic and social conditions allows for
more targeted policy development that is specific to people, place and time. Research exists that
supports the possibility that the immigrant composition, economic level, and education
composition of the places in which immigrants live play role in their income outcomes.
Moreover, the majority of measures currently in place to support those living in low-income
situations (such as social assistance, affordable housing initiatives, etc.) are the responsibility of
provincial and municipal governments.

Skills immigrants bring with them (e.g., education, official Ianguage knowledge and
Iiteracy, experience, etc.)

The connection between official language ability and economic outcomes of immigrants has been
well-discussed in the research literature (see, for example, Bonikowska, Green and Riddell, 2008;
Grondin, 2005; Picot and Sweetman, 2005). While data limitations have meant that it has been
difficult to accurately measure the impact of knowledge of official languages on labour market
outcomes, all evidence points to this as being a significant barrier to immigrant economic
success.”* Research indicates that overall, immigrants with knowledge of one or both of Canada’s
official languages have a superior integration into the labour market relative to those who land
with no knowledge of English or French. Moreover, the transferability of human capital, such as
education and experience, can be severely limited by a lack of knowledge of either official
language. A degree obtained abroad, regardless of its intrinsic value to the Canadian labour
market, holds little value if the holder speaks neither official language. For example, using the
Longitudinal Survey of Immigrants to Canada (ILSIC), Goldmann, Sweetman, and Warman
(2011) find the return to education to new immigrants is modest and only observed to be
statistically significant for those who match their pre- and post-immigration occupation and/or
have high levels of English language ability. In general, their study finds language skills appear to
be crucial in mediating the use of formal pre-immigration education (but not labour market
experience) in the Canadian labour market.

Based on 2006 Census data, Table 7 presents the after-tax low-income status (both LICO and
LIM) of immigrants by self-reported official language abﬂity,g5 for Canada, in 2005. As shown,
looking at persons with family income below LICO, the highest proportions of immigrants living
with low-incomes in 2005 were those that reported knowledge of French only (28.3%) or neither
English nor French (25.5%). This is followed by those who report knowledge of both English
and French (17.4%) while those that report speaking English only had the lowest low-income
rate in 2005, at 15.2%. For Canadian-born persons, a similar pattern is observed in 2005, with a
low-income rate of 21.7% for those who report speaking neither English nor French, 10.8% for
those reporting speaking French only, followed by those that report speaking English only or
English and French, each at 9.2%. The same trend by self-reported knowledge of an official
language for immigrants holds, regardless of years spent in Canada (although the magnitude of
the rates of low-income declined with years spent in Canada for each reported official language
knowledge in 2005), and while these outcomes may appear surprising, many factors could explain

%4 The majority of information available (for example in Statistics Canada surveys) on immigrant official language
abilities is based on self-assessment rather than the results of objective reading, writing, and oral language tests.

% Due to their self-reported nature, the language variables contained in the Census data have been argued to provide
little more than proxies for actual language skills (e.g., Skuterud, 2011).
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these outcomes. Specifically, the relationship between self-reported ability to speak French and
the chances of having employment earnings and not falling into low-income is not clear. This is
the case nationally and in Quebec where French language ability is not statistically related to an
immigrants’ probability of having employment. For example, Citizenship and Immigration
Canada (1998b) finds that while the capacity to speak English significantly improves immigrants’
labour market outcomes, such an advantage is not equally shared with those who speak French,
particularly outside of Quebec. Before any conclusions can be drawn on the basis of the
observations in Table 7, it is important to consider how the age, education, sector of
employment, occupational mobility, source country and category of admission vary across groups
of immigrants based on their reported language abilities in English and French. It may be that
these surprising results related to the performance of French-speaking immigrants reflect other
factors that are correlated with language fluency.

Fewer entering immigrants have a home language or mother tongue that is either English or
French, while language and communication skills are related to productivity and the wages of
workers. As a result, any decline in language skills among entering immigrants can affect the
earnings situation of immigrants.% In an extensive review of the immigrant economic literature,
Picot and Sweetman (2005) cite studies such as those by Baker and Benjamin (1994), Frenette
and Morissette (2003), and Aydemir and Skuterud (2005), arguing that perhaps one-third of a
decline seen in entry level earnings is associated with changing characteristics of entering
immigrants, particularly a shift in source regions and home language. Ferrer, Green, and Riddell
(2004), using the 1998 Ontario Adult Literacy Survey, find that average literacy and numeracy of
immigrants are significantly below the averages of Canadian-born individuals with equivalent
educational credentials and other observable characteristics. Canadian labour markets appear to
reward the literacy and numeracy of immigrants to Canada in the same way that they do the
Canadian-born: the study found that a 100-point increase in literacy score yielded the same return
to both groups. In a more recent study, using test score data from the International Adult
Literacy and Life Skills Survey (IALLS) assessing literacy, numeracy and problem-solving skills of
Canada’s adult population, Skuterud (2011) finds evidence of large gaps in immigrant language
skills, which appear not only strongly related to labour market earnings, but are substantially
larger for immigrants with a foreign mother tongue and who use a foreign language at home.” In
light of this evidence, the author uses information on mother tongue and home language of
recent immigrants from four Censuses (1971 to 2000) to proxy language abilities and explore the
possibility of increasing returns to language skills in Canadian labour markets. In doing so, the
author finds deterioration in new immigrants’ earnings, relative to similarly aged and educated
Canadian-born workers that has clearly been most pronounced among immigrants with a foreign
mother tongue and home language. This appears particularly evident in the results for women
and is evident even after the 1990s when the percentage of recent immigrants with a foreign
mother tongue and home language began to decline. It also continues to be true after controlling
for the region of an immigrant’s birth, suggesting further that it reflects a change in the return to
language skills, rather than a change in language skills themselves. The author argues that the
results of the analysis suggest a larger role for language in explaining the well-documented labour
market challenges of Canada’s recent immigrants.

9 Picot and Sweetman, 2005.
97 The study also uses Matched Career Handbook (the counselling component of the National Occupational
Classification System (NOC-S)) — Labour Force Survey data.
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Table 7: After tax low income status of immigrants by number of years since

immigration and knowledge of official language, Canada, 2005

Persons with family
income below LICO

Persons with family
income below LIM

Years since

Number of

(after tax)
Number of

(CUCIREY)
Number of

immigration Official language persons persons persons

Canadian-born Total - Knowledge of

persons official languages 24,651,930 2,343,945 9.5 2,697,195 10.9
English only 16,056,635 1,479,275 9.2 1,746,725 10.9
French only 3,863,900 415,875 10.8 480,190 12.4
English and French 4,630,145 426,810 9.2 447,625 9.7
Neither English nor French 101,245 21,985 21.7 22,655 22.4

) Total - Knowledge of

Immigrants* .
official languages 6,166,770 1,025,185 16.6 988,115 16.0
English only 4,769,740 723,830 15.2 703,345 147
French only 240,730 68,105 28.3 63,690 26.5
English and French 758,915 132,090 17.4 124,890 16.5
Neither English nor French 397,390 101,165 25.5 96,180 24.2

Immigrated before Total - Knowledge of

1981 official languages 2,393,355 187,350 7.8 175,205 7.3
English only 1,930,750 139,670 133,610
French only 68,625 8,790 7,625
English and French 300,700 26,835 8.9 24,725 8.2
Neither English nor French 93,280 12,055 12.9 9,240 9.9

Immigrated Total - Knowledge of

betw een 1981 official languages 360,450 44,450 12.3 42,650 11.8

and 1985 English only 268,585 29,705 28,765
French only 15,255 3,205 21.0 3,110 20.4
English and French 49,590 6,335 12.8 6,050 12.2
Neither English nor French 27,020 5,205 19.3 4,725 17.5

Immigrated Total - Knowledge of

betw een 1986 official languages 640,440 92,225 14.4 88,495 13.8

and 1990 English only 492,725 65,585 63,355
French only 20,955 5,020 24.0 4,690 22.4
English and French 82,745 12,870 15.6 12,315 14.9
Neither English nor French 44,010 8,745 19.9 8,140 18.5

Immigrated Total - Knowledge of

betw een 1991 official languages 822,220 143,740 175 138,705 16.9

and 1995 English only 622,035 101,995 16.4 99,210 15.9
French only 29,015 7,430 25.6 6,770 23.3
English and French 98,390 18,625 18.9 17,780 18.1
Neither English nor French 72,790 15,695 21.6 14,945 20.5

Immigrated Total - Knowledge of

betw een 1996 official languages 843,040 173,860 20.6 168,765 20.0

and 2000 English only 652,880 128,320 19.7 125,090 19.2
French only 33,620 8,835 26.3 8,360 24.9
English and French 99,115 20,245 204 19,340 195
Neither English nor French 57,430 16,455 28.7 15,980 27.8

Immigrated Total - Knowledge of

betw een 2001 official languages 824,675 226,195 27.4 217,440 26.4

and 2004 English only 607,020 154,240 25.4 148,905 245
French only 53,470 21,810 40.8 20,450 38.2
English and French 98,465 29,090 29.5 27,100 27.5
Neither English nor French 65,730 21,060 32.0 20,975 31.9

* Allimmigrants includes those immigrants landing in 2005 and 2006.

Source: Statistics Canada, 2006 Census of Population, CIC Custom Table, author's calculations
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The connection between education and economic outcomes of immigrants has been well-
documented (see, for example, Plante, 2010; Xue and Xu, 2010). Based on 2006 Census data,
Table 8 presents the after-tax low-income status (both LICO and LIM) of immigrants by highest
education level by location of study, for Canada, in 2005. As shown, looking at persons aged 15
years and over with family income below LICO, the highest proportions of immigrants living
with low-incomes in 2005 were those who had a university certificate, diploma, or degree at a
bachelor’s level or above from outside of Canada (19.4%), followed by those with less than
secondary education (17.4%), those with a secondary school or trade certificate or diploma
(16.1%) and those with college, CEGEP, other non-university certificate or diploma, or
university certificate below the bachelor’s level from outside of Canada (16.1%). In contrast,
those immigrants with a university certificate, diploma, or degree at a bachelor’s level or above
from inside Canada had the lowest low-income rate, at 9.1%, followed by those with a college,
CEGEDP, other non-university certificate or diploma, or university certificate below the bachelor’s
level also from inside of Canada (11.1%). For Canadian-born persons, a similar pattern is
observed in 2005, although overall rates are much lower. For instance, the low-income rate for
Canadian-born persons with a university certificate, diploma, or degree at a bachelot’s level or
above from inside Canada had the lowest low-income rate, at 5.0%, while for those with a
college, CEGEP, other non-university certificate or diploma, or university certificate below the
bachelor’s level also from inside of Canada, the low-income rate was 6.8%; the rates for their
counterparts with education obtained outside of Canada were 5.9% and 10.9%, respectively. For
both immigrants and the Canadian born, both level of highest education and location of study are
important factors in the determination of low-income situations.
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Table 8: After tax low income status of immigrants by number of years since
immigration and highest level of education, Canada, 2005

Persons with Persons with
family income family income
below LICO below LIM
(after tax) (after tax)
Years since Highest certificate, diploma or degree by Number of  Number of Number of
immigration location of study persons persons persons
Canadian-born Total - Highest certificate, diploma or
persons degree by location of study 24,651,930 2,343,945 9.5 2,697,195 10.9
Population under 15 years 5,182,635 605,780 11.7 705,155  13.6
Population 15 years and over 19,469,290 1,738,160 8.9 1,992,045 10.2
None or less than secondary 4,767,500 621,505 13.0 755,940 15.9
Secondary school, apprenticeship or trade
certificate or diploma 7,377,770 671,530 9.1 761,350 10.3

College, CEGEP, other non-university
certificate or diploma, university certificate

or diploma below bachelor level 4,254,030 289,185 6.8 318,545 7.5
Inside Canada 421775 284,565 6.8 3B,75 74
Outside Canada 42,255 4,620 109 4,830 14
University certificate, diploma or degree at
bachelor's level or above 3,069,985 155,935 5.1 156,205 5.1
Inside Canada 2,927,160 U750 50 147,700 50
Outside Canada 142,830 8,425 59 8,505 6.0
) Total - Highest certificate, diplomaor
Immigrants* .
degree by location of study 6,166,770 1,025,185 16.6 988,115 16.0
Population under 15 years 345,405 113,965  33.0 110,920 32.1
Population 15 years and over 5,821,365 911,220  15.7 877,190 15.1
None or less than secondary 1,239,940 216,085 17.4 206,710 16.7
Secondary school, apprenticeship or trade
certificate or diploma 1,849,625 298,445 16.1 288,970 15.6
College, CEGEP, other non-university
certificate or diploma, university certificate
or diploma below bachelor level 1,252,210 169,405 135 163,630 131
Inside Canada 651,845 72,485 n1 70,410 038
Outside Canada 600,370 96,915 B.1 93,225 55
University certificate, diploma or degree at
bachelor's level or above 1,479,590 227,285 15.4 217,890 14.7
Inside Canada 575,360 52,230 91 50,225 8.7
Outside Canada 904,230 175,050 194 167,665 B85
Immigrated Total - Highest certificate, diploma or
before 1981 degree by location of study 2,393,355 187,350 7.8 175,205 7.3
Population under 15 years -- -- --
Population 15 years and over 2,393,355 187,350 7.8 175,205 7.3
None or less than secondary 610,520 60,320 9.9 52,845 8.7
Secondary school, apprenticeship or trade
certificate or diploma 814,685 67,320 8.3 64,625 7.9

College, CEGEP, other non-university
certificate or diploma, university certificate

or diploma below bachelor level 528,785 36,520 6.9 35,270 6.7
Inside Canada 328,45 23,480 7.2 23,280 71
Outside Canada 200,645 13,045 6.5 11,995 6.0

University certificate, diploma or degree at

bachelor's level or above 439,365 23,180 5.3 22,465 5.1
Inside Canada 284,245 13,430 47 13,045 46
Outside Canada 155,120 9,755 6.3 9,420 6.1
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Table 8: After tax low income status of immigrants by number of years since
immigration and highest level of education, Canada, 2005 (Cont’d)

Persons with Persons with
family income family income
below LICO below LIM
(after tax) (after tax)
Years since Highest certificate, diploma or degree by Number of  Number of Number of
immigration location of study persons persons % persons
Immigrated Total - Highest certificate, diplomaor
between 1981 degree by location of study 360,450 44,450 12.3 42,650 11.8
and 1985 Population under 15 years -- -- --
Population 15 years and over 360,450 44,450 12.3 42,650 11.8
None or less than secondary 71,895 12,465 17.3 11,840 165
Secondary school, apprenticeship or trade
certificate or diploma 115,820 16,550 14.3 15,880 13.7

College, CEGEP, other non-university
certificate or diploma, university certificate

or diploma below bachelor level 88,735 8,865 10.0 8,725 9.8
Inside Canada 54,380 5,280 9.7 5075 9.3
Outside Canada 34,355 3,590 04 3,640 106
University certificate, diploma or degree at
bachelor's level or above 84,000 6,570 7.8 6,210 7.4
Inside Canada 48,855 3,300 6.8 3,10 6.4
Outside Canada 35,150 3,275 9.3 3,100 8.8
Immigrated Total - Highest certificate, diplomaor
between 1986 degree by location of study 640,440 92,225 14.4 88,495 13.8
and 1990 Population under 15 years -- -- --
Population 15 years and over 640,440 92,220 144 88,495 13.8
None or less than secondary 120,135 23,415 19.5 22,710 18.9
Secondary school, apprenticeship or trade
certificate or diploma 222,105 36,875 16.6 35,265 15.9

College, CEGEP, other non-university
certificate or diploma, university certificate

or diploma below bachelor level 152,085 17,850 11.7 16,970 11.2
Inside Canada 86,520 9,680 12 9,285 0.7
Outside Canada 65,570 8,175 »5 7,685 n7
University certificate, diploma or degree at
bachelor's level or above 146,115 14,085 9.6 13,555 9.3
Inside Canada 73235 6,305 8.6 6,045 83
Outside Canada 72,880 7,785 07 7,510 03
Immigrated Total - Highest certificate, diploma or
between 1991 degree by location of study 822,220 143,740 17.5 138,705 16.9
and 1995 Population under 15 years 22,530 4,325 19.2 4,390 195
Population 15 years and over 799,695 139,415 17.4 134,320 16.8
None or less than secondary 162,900 35,155 21.6 34,265 21.0
Secondary school, apprenticeship or trade
certificate or diploma 272,675 53,500 19.6 51,475 18.9

College, CEGEP, other non-university
certificate or diploma, university certificate

or diploma below bachelor level 177,980 26,795 15.1 25,595 14.4
Inside Canada 91105 13575 1“9 12,985 13
Outside Canada 86,875 13,220 5.2 12,605 us

University certificate, diploma or degree at

bachelor's level or above 186,145 23,960 12.9 22,985 12.3
Inside Canada 72,280 8,975 4 8,555 ns
Outside Canada 113,870 14,985 1.2 14,430 7
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Table 8: After tax low income status of immigrants by number of years since
immigration and highest level of education, Canada, 2005 (Cont’d)

Persons with Persons with
family income family income
below LICO below LIM
(after tax) (after tax)
Years since Highest certificate, diploma or degree by Number of Number of Number of
immigration location of study persons persons % persons
Immigrated Total - Highest certificate, diploma or
between 1996 degree by location of study 843,040 173,860 20.6 168,765  20.0
and 2000 Population under 15 years 99,840 22,620 22.7 22,040 221
Population 15 years and over 743,200 151,245 20.4 146,730 19.7
None or less than secondary 129,710 32,580 25.1 32,160 24.8
Secondary school, apprenticeship or trade
certificate or diploma 213,535 51,460 241 50,215 23.5

College, CEGEP, other non-university
certificate or diploma, university certificate

or diploma below bachelor level 146,175 27,755  19.0 26,830 18.4
Inside Canada 59,275 10,905 184 10,500 w7
Outside Canada 86,895 16,850 .4 16,330 1838
University certificate, diploma or degree at
bachelor's level or above 253,775 39,445 15.5 37,520 14.8
Inside Canada 56,545 8,555 51 8,320 n7
Outside Canada 197,230 30,885 57 29,205 138
Immigrated Total - Highest certificate, diplomaor
between 2001 degree by location of study 824,675 226,195 27.4 217,440 264
and 2004 Population under 15 years 160,520 49,385  30.8 47,200 294
Population 15 years and over 664,155 176,815 26.6 170,240  25.6
None or less than secondary 109,245 33,025 30.2 33,365 30.5
Secondary school, apprenticeship or trade
certificate or diploma 157,680 45,860 29.1 44560 28.3

College, CEGEP, other non-university
certificate or diploma, university certificate

or diploma below bachelor level 117,710 29,945 254 28,655 24.3
Inside Canada 27,005 6,975 258 6,745 25.0
Outside Canada 90,710 22,970 253 21915 242

University certificate, diploma or degree at

bachelor's level or above 279,515 67,985 24.3 63,655 22.8
Inside Canada 32,800 7,670 234 7,230 220
Outside Canada 246,720 60,315 24.4 56,420 229

* All immigrants includes those immigrants landing in 2005 and 2006.
Source: Statistics Canada, 2006 Census of Population, CIC Custom Table, author's calculations

Many studies have found that the skills and experience acquired in another country are
significantly less valued than human capital obtained domestically and that it is more
advantageous for immigrants to obtain their education in their new country rather than abroad
(for example, Green and Worswick, 2010; Aydemir and Skuterud, 2005). Overwhelmingly, lower
returns to foreign education and experience appear to account for much of the labour market
outcomes gap between immigrants and seemingly similar native-born persons. Using the 1986,
1991 and 1996 Canadian Censuses, Sweetman (2004) finds that immigrants from source countries
with lower quality educational outcomes, as measured by international test scores (in math and
science) receive a lower average return to their schooling in the Canadian labour market than
those from countries with higher quality results. Interestingly, Picot and Hou (2003) conclude
that the gap in low-income rates between the Canadian-born and recent immigrants was highest
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among degree holders, particularly those with engineering and applied science degrees. This trend
is also confirmed in Picot and Sweetman (2005), where it is observed that recent immigrant
university graduates were increasingly unable to convert their education and experience into
earnings in the way that earlier cohorts had. The increase in low-income among recent
immigrants may be the result of lower returns to foreign education due to changes in source
countries. While the returns to education from different countries have not declined over time,
the share of immigrants coming from countries with lower returns has increased.

Foreign work experience is also not as valued as domestic work experience. In their extensive
literature review, Picot and Sweetman (2005) find a number of recent studies that indicate the
foreign work experience of entering immigrants is increasingly discounted in the Canadian labour
market (for example, Schaafsman and Sweetman, 2001; Green and Worswick, 2002; Frenette and
Morissette, 2003; Aydemir and Skuterud, 2005). The authors point to declining returns to
experience as one of the major factors, if not the most important, associated with declining
earnings among recent immigrants. Subsequent work by Aydemir and Skuterud (2005), and
Frenette and Morissette (2003) provide support for this notion. Both sets of authors observe that
between 1980 and 2000, earnings did not in fact decline among very young “recent” immigrant
workers (age 25 to 29 years), and that the decline was concentrated among male immigrant
workers over age 30 years. The study by Goldmann, Sweetman, and Warman (2011) finds that
even immigrants who successfully match their pre-immigration occupation with the one they
obtain post-migration (and receive a substantial earnings boost) receive an approximately zero
rate of return to their pre-migration potential labour market experience. In fact, in the study by
these authors, neither occupational matching nor language skills have any impact on the return to
pre-immigration work experience, which is observed to be statistically significantly negative. The
lower returns to foreign education and experience relative to that acquired in Canada may help
explain the low-income situation of some groups of recent immigrants.

Opportunities and barriers of adopted society

As relevant as the socio-economic determinants discussed above may be, they do not entirely
explain low-income incidence and trends among various populations in Canada. In particular,
these determinants do not account for the opportunities and bartiers present in society, or the
role played by labour market conditions, policies and institutions. In addition to examining the
socio-economic characteristics of immigrant groups in analysis of low-income trends, an effective
examination also needs to consider the opportunities and barriers present in society. It is the
combination of the socio-economic characteristics of immigrants with the opportunities and
barriers in the host society that ultimately dictates the economic outcomes of immigrants. Of the
opportunities and barriers presented by the adopted society, the most important contributing to
the economic outcomes of immigrants are the following:

Economic conditions (e.g., overall and local Iabour market environment, occupations in
demand, employment and earnings opportunities, etc.)

The labour market influences low-income rates through employment and earnings.” The cyclical
nature of the Canadian economy (fluctuations in macro-economic conditions) plays an important
role in immigrant economic integration, with low-income rates rising in economic recessions and
falling in expansions.” For example, using the Survey of Consumer Finances (SCF) and Survey of

98 Picot, Lu, and Hou, 2009.
9 Picot, Lu, and Hou, 2009.
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Labour and Income Dynamics (SLID), Brink and Dhawan-Biswal (2002) find a moderate
improvement in low-income rates for recent immigrants over the strong labour market
conditions of the late 1990s. These findings are generally consistent with many of the studies in
the earnings literature with regards to earnings outcomes (see for example, Green and Worswick,
2002). Using SLID data, Smith and Jackson (2002) examine levels of employment, earnings,
family incomes and low-income rates of recent immigrants compared to those of the rest of the
Canadian population over the economic recovery period from 1995 to 1998. The gap in
employment and income opportunities between recent immigrants and other Canadians is found
to have narrowed between 1995 and 1998 — and regardless of the measure used, low-income fell
sharply among recent immigrant families over the period. However, the authors maintain that
gaps remained very large: in 1998, low-income among recent immigrants stood at 27%, double
the 13% rate among the rest of the Canadian population; their annual wages and salaries were
one-third less than those of other Canadians. Despite the large gaps, the rising tide of economic
recovery over the second half of the 1990s is argued to have had a positive impact on the
employment opportunities and incomes of recent Canadian immigrants. The authors argue this
indicates that a healthy labour market can provide a major impetus towards equality and the
inclusion of recent immigrants into the economic and social mainstream, although other policy
measures are still required. It has similarly been argued (for example, McDonald and Worswick,
1998; Aydemir and Skuterud, 2005) that immigrants, especially very recent ones, tend to have
labour market outcomes that are more negatively affected by downward trends in the business
cycle than the Canadian-born, and may also bear the effects of a challenging introduction to the
Canadian labour market for a long time.

Occupations in demand relative to the supply — of both immigrant and Canadian-born workers —
can also influence employment and earnings opportunities of immigrants. For example, a number
of studies (for example, Dempsey and Kustec, 2006; Picot, Hou, and Coulombe, 2007; Statistics
Canada, 2008; Picot and Hou, 2009) demonstrate that the decline in employment in the
Information Technology (IT) sector in the first half of the 2000s had a large impact on the
earnings of recent immigrants. The reason is that a disproportionately high share of recent
immigrants was trained and employed in computer sciences and engineering. After the meltdown
of the information technology sector, many immigrants may have been working in lower-skilled
and generally lower-paying occupations to secure entry in the labour market. In fact, Picot, Hou,
and Coulombe (2007) argue that the phenomenon of a rising number of skilled immigrants, a
high proportion of whom intended to work as information technology professionals, combined
with the downturn in the information technology sector may help explain worsening low-income
rates among skilled workers despite the strength of the overall economy over the period 2000 to
2003.

As suggested eatlier, comparing low-income rates of immigrants to those of the Canadian-born
provides a rough control for business cycle effects.'” It was this approach, undertaken by Picot
and Hou (2003), which analyzed low-income rates for immigrants using primarily data from the
1981 through 2001 Canadian Census Master files which led to the conclusion there has been a
structural rise in the low-income rate of recent immigrants. The analysis covers the period 1980
to 2000, and focuses on change between 1980 to 1990, and 1990 to 2000, years coinciding with
business cycle peaks. The authors find that in the aggregate, low-income rates among the
Canadian-born declined between 1980 and 2000, while they increased among most immigrant
groups. For instance, among all immigrants as a group, the low-income rate was found to rise

100 Picot, Lu, and Hou, 2009.
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from 17.0% in 1980 to 20.2% in 2000; among recent immigrants, it rose from 24.6% to 35.8%,
respectively. However, the study finds among most Canadian-born groups, the low-income rate
fell. For the Canadian-born population as a whole, the low-income rate declined from 17.2% in
1980 to 14.3% in 2000. As a result, the authors argue the rise can not be attributed to poorer
economic conditions in 2000, compared to earlier business cycle peaks; the unemployment rate in
2000 was 6.8% and was lower than that observed in 1990 (8.1%) or 1980 (7.5%).""

It is ultimately the match between an immigrant and the Canadian labour market that affects their
labour market integration patterns. This is the reason why despite highly skilled occupations
(usually requiring university education) leading Canadian labour force growth, a high education
level is not a guarantee of a job requiring that level of education, Canadian-born or immigrant.
This is because economic conditions (generally local), or occupational demand and supply,
together impact labour market outcomes. If there is little demand for a particular occupation, an
individual educated and experienced in this field may have a hard time finding relevant
employment, regardless of their high level of education. As a result, the low-income situation of
immigrants to Canada can be influenced by labour market conditions through the impact on
employment earnings opportunities, an important factor to consider when looking for possible
solutions.

Public attitudes towards immigration and cultural change

Public attitudes towards immigration can influence low-income rates of immigrants through the
resulting impact on a willingness of employers and employees to hire, retain, and remunerate
immigrants. The impact on low-income among immigrants of public opinion can also be
transmitted through the availability of a society’s services and programs to integrate newcomers
(see next section), as well as supports available to those in low-income. Discrimination, be it
racial, cultural, ethnic, based on foreign experience, education, and credentials, and/or accented
English or French, are other ways in which public attitudes towards immigration and cultural
change can influence the employment and resulting income situation of immigrants.

Research has shown that public attitudes towards immigration are largely driven by economic
factors. For example, Reitz (2011) assesses recent trends in public attitudes and examines the
social and economic roots of support for high immigration based on an analysis of an Environics
Focus Canada opinion survey conducted in November 2010. The study finds those who feel
confident about the national economy and those who believe their personal standard of living has
improved over the past decade number more frequently among immigration’s supporters. The
author argues that this effect is due mainly, or even almost entirely, to the fact these optimistic
views foster the impression that immigration is having a positive impact. Reitz’s analysis found
that when the perceived economic impact of immigration is controlled, the effect of these more
general views on the economy is reduced to insignificance. By the same token, those who are not
doing well and think the economy is off-track were found less inclined to think that immigration
has a favourable impact. From these results, it can be derived that public attitudes towards

101 The authors, Picot and Hou (2003), provide a useful discussion in the final section of their paper for the possible
underlying causes of the observed patterns in the data. These include: 1) labour market conditions at time of entry
into Canada; 2) declining entry earnings for all new entrants to the Canadian labour market; 3) declining returns to
foreign work experience; 4) a decline in recognition of foreign credentials; 5) shift in source countties leading to a
decline in the quality of foreign education; 6) a detetioration in information networks for new immigrants; and 7)
supply effects due to the large shift towards highly educated immigrants.
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immigrants may somewhat follow the economic cycle, being positive during times of economic
growth and less positive at times of economic downturn.

Public attitudes towards immigration can also be driven by official policies. As one example,
Canada’s policy of multiculturalism, introduced in 1971, could create a more positive view of
immigration among Canadians. Canadian multiculturalism is fundamental to the belief that all
citizens are equal and ensures that all citizens can keep their identities, can take pride in their
ancestry and have a sense of belonging.'”” This can in turn foster willingness among employers to
hire and appropriately remunerate immigrants as well as encourage societal support for services
and programs that support immigrant labour market integration. Reitz (2011) discusses four ways
in which multiculturalism has a positive impact: First, it can promote recognition of minority
cultures; multiculturalism encourages the view that immigration has a cultural as well as an
economic benefit. Second, multiculturalism policy promotes the idea that if immigrant minority
groups retain their cultures it does not necessarily mean that they will not share in Canadian
cultural values and become good Canadians. A third way that multiculturalism policy could
encourage a positive view of immigration is by facilitating greater social inclusion for immigrants
and their children, smoothing their integration and yielding both socio-cultural and economic
benefits. A fourth way could be by asserting multiculturalism as a national policy, creating a
perception of immigration as an essential feature of the Canadian tradition and thus a point of
national pride. In this way, Reitz argues, multiculturalism policy can serve as a kind of public
relations campaign for immigration.

Public policies can also affect the low-income situation of different groups, dependent on what
policies and programs are targeted at which groups. For example, Proulx, Faustmann, Raiq, and
van den Berg (2011) argue that interprovincial differences in low-income rates can be attributable
to differences in public policies. In particular, these authors argue that Quebec has improved its
low-income situation through public policies focused on households with children and also
spends (as a proportion of GDP) more in this area than other provinces, to the benefit of less
well-off families. It is also highlighted in this study that Quebec spends more on active labour
market policies and work-family balance policies, such as parental leave and daycare services. A
result of these policies, it is further argued, is an increase in the labour market participation of
women with children under the age of six. These authors suggest that Quebec’s favourable
situation is in large part a consequence of its policy choices. Similarly, in response to various
socio-economic characteristics, different policies may have a range of impacts on the low-income
situation of immigrant and other groups in Canada.

Some studies provide results suggestive of discriminatory barriers that hinder immigrant
economic and social integration. Perhaps the most compelling of this evidence is that which
examines immigrants of visible minority status.'” Given the shift towards immigration from non-
traditional source countries and the corresponding increase in ‘visible minority’ concentration,
the potential likelithood of racial discrimination against immigrants has risen; if so, this could in
part explain the increasing low-income rates of more recent immigrants relative to those landing

102 Tn 1971, Canada was the first country in the wotld to adopt multiculturalism as an official policy. By so doing,
Canada affirmed the value and dignity of all Canadian citizens regardless of their racial or ethnic origins, their
language, or their religious affiliation. The 1971 Multiculturalism Policy of Canada also confirmed the rights of
Aboriginal peoples and the status of Canada’s two official languages. Soutce: Citizenship and Immigration Canada
website: www.cic.gc.ca/english /multiculturalism/citizenship.asp

103 Discrimination is a difficult concept to define, and even more difficult to quantify. As a result, evidence is mixed
regarding the role of this phenomenon in the labour market.
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earlier. Evidence indicates that some visible minority immigrants are over represented among
those with low-income. A study by Morissette and Zhang (2001) using SLID data for 1993 to
1998 finds that members of a visible minority (both immigrants and Canadian-born) were more
likely to have low-income for four years or more, at 21%, compared to 7% for other Canadians.
Also using SLID data, Fleury (2007) finds the vast majority of low-income recent immigrants
were members of a visible minority (86%). Earlier studies showed similar results: using 1991
census data, Kazemipur and Halli (2001) found a significantly higher low-income rate for
newcomers from South-East Asian (30.8%), Arab (40.9%), Latin American (38.8%) and
Black/Caribbean (29.4%) countries than for the Canadian average. These authors argue that
younger generations of immigrants from developing countries are more likely to live in low-
income than Canadian-born individuals. Palameta (2004) finds that Canadian-born visible
minorities were no more likely than others born in Canada to experience low-income; in contrast,
visible minority immigrants were significantly more likely than other immigrants to be in low-
income, regardless of time in Canada. Moreover, Palameta finds visible minorities who were in
low-income at least once, including those born in Canada, were more likely than other Canadians
with similar characteristics to experience low-income repeatedly.

Complicating these findings is that racial discrimination may be compounded by other forms of
discrimination, like that based on age, gender, and accent. For example, it is possible that
discriminatory hiring practices by employers occur based on perceived cultural differences.
Oreopoulos (2009) conducted a field experiment with six thousand résumés sent in response to
job postings across multiple occupations in the Greater Toronto Area. The résumés were
constructed to represent immigrants coming under the Canadian immigration point system from
the three major source countries (China, India, and Pakistan) as well as Britain and non-
immigrants.'” The author found applicants with English-sounding names received callbacks from
employers 40% more often than applicants with Chinese, Indian, or Pakistani names. Conditional
on listing 4 to 6 years Canadian experience, being foreign educated (whether at a highly ranked
school or not) was not found to affect the callback rates substantially. However, changing only
the location of the applicant’s job experience, from Canadian to foreign, lowered the callback rate
further from about 10% to 5%. Adding more language credentials, additional Canadian
education, or extracurricular activities had little impact on these overall results. The effects were
basically the same whether jobs applied to required more or less social or language skills. In
contrast, the study finds that callback differences mostly went away when comparing Canadian-
born applications to British immigrants, and when restricting the sample to recruiters who had
ethnic sounding voices or names themselves. Overall, the results suggest considerable employer
discrimination against applicants with ethnic names and experience with foreign firms.

Many studies (for example, K. Pendakur and R. Pendakur, 1998), argue that discrimination
against immigrants — perhaps more specifically against visible minority immigrants -- is a
contributing factor to their relatively poor economic outcomes. Other studies, however, argue
that outcome differences between immigrants and the Canadian-born that might appear to be
discrimination may instead be the result of disparities in educational background and other non-
quantifiable factors (for example, Wanner, 1998). Until a more effective means by which to
model and measure discrimination becomes available, the extent to which this phenomenon may
affect immigrants in the Canadian labour market and their low-income situations remains, not
surprisingly, a subject of considerable debate.

104 Names, institutions from which applicants received their education, job experience, and language ability were
randomized.
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Availability of and eligibility for programs to integrate newcomers

Programs to integrate newcomers can influence low-income rates of immigrants through their
impact on labour market skills (e.g., job search, official language, professional networking
opportunities, labour market information, etc.) and resulting employment and earnings outcomes.
The general rationale behind labour market settlement programs is to invest in immigrants in
order to improve labour market integration into respective fields of training, to increase fiscal
contributions and reduce the use of social assistance by immigrants in the long-run, and increase
the “effective” labour pool of skilled individuals in Canada. By extension, one objective of these
programs is to minimize low-income among immigrants. There is limited information regarding
the experience of immigrants with programs designed to integrate newcomers and how these
relate to their longer-term economic outcomes, particularly their low-income situation. One cause
is lack of data, or lack of uniform data, regarding use of immigrant settlement services and labour
market transitions (e.g., into and out of paid employment, transfer payment receipt, low-income,
etc.). The evidence that exists is that of program evaluations, which while informative, sometimes
lack a control group (e.g., those who are not accessing the service), or measurements of how an
immigrant fares economically once they have exited the program. In other words, to understand
the impact of immigrant settlement programs on their low-income situation, performance
measurement data would need to be consistently collected on outcomes pos? program participation.

There is reason to believe that many programs available to immigrants contribute to better
economic outcomes of immigrants and by extension, lower incidence of low-income. As one
example, Citizenship and Immigration Canada (2011b) evaluated a program called the Immigrant
Settlement and Adaptation Program (ISAP), which provided services to facilitate the adaptation,
settlement and integration of newcomers to Canada in order for them to participate to the best of
their ability in the Canadian economy and society as quickly as possible.'” In operation from 1974
to 2008, the most prevalent positive impact of ISAP found in the evaluation was that it improved
newcomers’ ability to identify and address their settlement needs and to learn about other services
in their community that can help them. Of particular interest within the present context, the
evaluation found that ISAP services also had a major impact on helping newcomers seck and find
employment. ISAP clients confirmed that the program was effective in improving their job finding
skills; almost half of the ISAP clients surveyed felt that participation in the Program had helped
them to find a job. By extension, it is highly plausible that this program helped some immigrants
and their families avoid situations of low-income through helping them secure employment. This
being the case, in the absence of longer term outcomes data for these immigrants post
participation in the program, it is difficult to confirm the actual impact on their income situation.

The availability of and eligibility for programs to integrate newcomers is one way in which policy
can indirectly impact the economic situation of immigrants. By fostering the acquisition of tools
appropriate to the Canadian labour market among those immigrants who will benefit from such
tools, such programs can lead to improved labour market outcomes among immigrants and as a
result may help them avoid situations of low-income. The extent to which such programs are
successful at doing this could be better assessed by setting up long run evaluations of the
economic outcomes of program participants (and of a comparison group of non-participants). In
doing so, programs and policies aimed at alleviating low-income among immigrants could be
enhanced and tailored over time to better contribute to the economic success of immigrants.

105 With the adoption of the modernized approach in 2008, ISAP and all other CIC settlement programs were
merged into one single program with six sepatate streams. Although ISAP no longer exists, many of the activities
formerly funded under the Program continue under the modernized Settlement Program funding.
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Openness / competitiveness of the labour market (e.g., how much protection for
Incumbents)

The openness and competitiveness of the Canadian labour market can influence low-income
rates of immigrants through the resulting impact on access to employment, promotions, and
earnings outcomes. The openness of the labour market can be regarded in terms of access to
jobs. In Canada, among the factors that can influence the level of access to jobs are job tenure
and union membership, and to some extent to whom training opportunities in the workplace are
made available. Recent immigrants may have little access to compete for jobs that are limited to
those with job tenure and / or union membership. To this extent, workplace practices hold much
of the key to success of newcomers in the labour market. The current understanding of how
workplace practices may affect the employment outcomes of immigrants in the labour market is
limited. Existing literature primarily focuses on barriers to employment from the perspective of
employees—the supply side. But the other equally important factor in the equation is workplaces,
or employers: it is important to consider workplace hiring practices, efforts to retain workers and
promote employees, as well as practices regarding assessment and recognition of foreign
education and work experience. Competitiveness of the labour market is often regarded in terms
of the pool of qualified candidates for a job, measured by considering those who have the
appropriate level of education, field of study, occupational training, or experience. It is possible
that more competition from an increasingly highly educated Canadian labour force has
contributed to a worsening of economic outcomes among more recent immigrants.'”

Research examining the role between openness of the labour market and immigrant low-income
outcomes is limited, but related research in the area can shed light on the issue. Pendakur and
Woodcock (2008) investigate whether immigrant and minority workers’ poor access to high-wage
jobs (“glass ceilings”) is attributable to poor access to jobs in high-wage firms, a phenomenon the
authors call “glass doors”. A glass door is defined as a barrier that limits disadvantaged workers
access to employment at high-wage firms. Just as a glass ceiling truncates the distribution of
wages that disadvantaged workers face, the authors argue a glass door truncates the distribution
of firms at which they might find employment. The authors investigate the extent to which
exclusion from high-wage jobs that is, a glass ceiling, is driven by a glass door using the
Workplace and Employee Survey (WES), a survey of workers and their employers. The study
finds that Canadian-born ethnic minority workers do not face significant glass ceilings or glass
doors. In contrast, immigrants are found to face substantial wage gaps which are largely
accounted for by glass doors -- poor access to jobs in high-wage firms.

Job tenure is considered an important aspect of job security and can also be looked at favourably
by hiring employers as a sign of loyalty. The longer one is working in a specific job for a specific
organization, the greater the likelihood that other measures such as job permanency, wages and
non-wage benefits may improve.'”’ By and large, job tenure gaps between immigrants and the
Canadian born are to be expected, as many immigrants have not been in Canada long enough to
establish very long tenures with their current employer.'” Based on the Labour Force Survey
(LES), Workplace Employee Survey (WES) and the Canadian Community Health Survey
(CCHS), Gilmore (2009) compares many factors comprising employment quality by immigrant

106 Some research argues that changes in education levels of the Canadian-born may have reduced the returns to
human capital enjoyed by eatlier immigrant cohorts relative to those landing more recently (see for example, Reitz,
2000; Reitz, 2001).

107 Gilmore, 2009.

108 Thid.
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and Canadian-born status, an exercise that sheds light on aspects of openness of the labour
market to newcomers. Not surprisingly, the study by Gilmore finds that core-working age
Canadian-born workers were more likely to have very long current job tenure, even when
compared with immigrants who landed more than 10 years earlier."”

Union coverage is also considered an important contributor to both job security and access to
jobs in many workplaces and industries. Moreover, the strength of unions has been shown to
help explain some income differences.'’ A recent study by Brady (2011) highlights the
importance of trade union strength in reducing the size of income disparities, even in the
American context, where unions are considered weak and virtually absent from low-pay sectors.
The study by Gilmore (2009) argues that collective bargaining coverage is an employment quality
characteristic that is associated with other indicators, including wages and non-wage benefits. It is
also associated with current job tenure and occupation. The study finds that collective bargaining
coverage was more prevalent for Canadian-born employees, and union coverage among
immigrant employees aged 25 to 54 years in 2008 was lower than the Canadian-born, regardless
of period of landing. For example, the share of Canadian-born employees to have union coverage
was found nearly 1.5 times higher than immigrants as a whole, and was 1.3 times higher than
immigrants who landed more than 10 years earlier. An earlier study by Reitz and Verma (2004)
found similar results. These authors employ data from the 1997 wave of both panels of SLID and
find that racial minorities have lower rates of unionization (both membership and/or coverage)
than do members of the majority workforce of European origins. They attribute this to the fact
that immigrants from visible minority groups have lower average years since migration than do
other immigrants. These authors also find unionization rates of new immigrants to grow with
time in Canada. However, they only find a small benefit to unionization in terms of
immigrant/non-immigrant wage differences. Another possible factor in explaining differences in
unionization rates between Canadian-born workers and immigrants (by period of immigration)
could be different industrial and occupational compositions between the groups — some
industries and occupations are more likely to be unionized than others, including differences by
provinces.

Training provides employees an opportunity to learn and develop, and can be argued to
potentially facilitate their access to higher paying jobs that require additional skills. Gilmore
(2009) argues that having access to training, whether informal or formal in nature, is an important
job characteristic. The author finds that similar shares of immigrant and Canadian-born workers
received on-the job training - in 2005, there was very little difference between the proportions of
immigrants and Canadian-born employees receiving on-the-job training in the previous 12
months. However, core-aged employees who were born in Canada were more likely to have
received classroom training than immigrants (40.6% versus 32.3%); the gap was widest between

109 Gilmore (2009) finds that, in 2008, a greater proportion of employed immigrants aged 25 to 54 years had job
tenure of 12 months or less or 13 to 60 months less than their Canadian-born counterparts, and a much smaller
proportion of immigrants had job tenure of more than 20 years compared with the Canadian-born. On average,
immigrant workers aged 25 to 54 years had been at their current jobs for 2 fewer years than their Canadian-born
counterparts (74.1 months vs. 103.1 months, respectively). The average length of job tenure differed widely by time
since landing, ranging from 26.4 months for those who landed within the previous five years to 95.0 months for
those who landed more than 10 years earlier. Only among those immigrants who landed in Canada 20 or more
years eatlier were job tenures higher for immigrants than Canadian born. In 2008, immigrants who landed 20 or
more years earlier make up over one-third of all core-working age immigrant workers. These long-term immigrants
have both a greater share of job tenure of more than 20 years (14.0% vs. 12.6%) and longer overall average job
tenures (112.3 months vs. 103.1 months) than the Canadian born.

110 Brady, 2011.

35



the Canadian-born and immigrants who landed more than 10 years before, as this group was least
likely to have received classroom training in the previous 12 months.

Competition in the labour market can potentially influence immigrant low-income outcomes
through its impact on availability of employment. One reason cited for declining economic
outcomes of recent immigrants to Canada is changes in the education levels of the Canadian-
born, which may have reduced the returns to credentials enjoyed by previous immigrant cohorts.
Reitz (2000) examines how institutional changes associated with the emergence of a “knowledge
economy’” — specifically the expansion of education, and changing labour market structure — have
shaped the employment experiences of newly-arriving immigrants to Canada. Similar to other
research, this author finds a progressive trend toward lower rates of labour force participation
and lower levels of earnings for immigrants relative to the Canadian-born population, both
overall and for most specific region of origin groups. Although these trends are partly attributed
to business-cycle fluctuations in labour demand, Reitz argues that there has been a decline in
immigrant earnings over time that is related to education, and he suggests three reasons for this:
First, increased Canadian-born educational levels have infringed upon a traditional immigrant
education advantage, outpacing effects of increased immigrant skill-selectivity. Second, increased
returns to education among Canadian-born workers have not applied to immigrants, and other
institutional obstacles to immigrant success also exist. Third, a declining relative value of
immigrant education may be due to a location specific nature of credential validation processes.

In fact, the educational attainment of the Canadian population has increased considerably. Picot
and Sweetman (2005) posit that economic class immigrants are facing strong competition from
increasingly highly educated Canadian-born workers. The domestic supply of highly educated
labour force has been rising at a rapid pace over the past two decades, particularly among
women. In 1980, 8% of the population had a university degree; by 2010, the proportion of
Canadian-born individuals with a university degree had more than doubled, at 18%.""" Similar
gains were made in post-secondary education (e.g., trade certificates and non-university
diplomas). At the other end of the educational spectrum, the proportion of the population with a
high school education or less has steadily declined over the past 3 decades. This increasingly
educated Canadian population may have changed the nature of competition in the labour market.
Picot and Hou (2009) argue that one of the reasons increasing numbers of entering immigrants
experienced very low relative returns to their university education during the 1990s and found
themselves at the bottom of the earnings distribution may have been the inability of the labour
market to absorb such a large increase in the supply of the highly educated, resulting in
downward pressure on relative wages. Burbidge, Magee, and Robb (2002) compare the education
premium — the earnings ratio of university graduates to high school graduates — in Canada to that
of the United States. These authors find that over the 1980s and 1990s, the education premium
has been constant or has fallen for Canada. As a point of contrast, this study shows that in the
United States, the premium has risen sharply over the same time period. One possible
explanation for this finding is that increases in the relative supply of more educated workers are
negatively associated with the education premium. Demand growth for university graduates will
influence the education premium and may have been quite different in the two countries. And
the presence of weak demand in specific occupations — either absolutely or relative to supply —
creates a potential for mismatch and underutilization of skills."'? The characteristics of the

1 Labour Force Sutrvey, population over age 15 years.
112 For example, for men aged 25 to 35 years, the percentage with university education: Canada: 1989-1997, 16% to
22%; USA: 1988-1999, 24% to 27%. Assuming the relative demand for those with a university degree grew at
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domestic labour supply are key factors to consider in the economic outcomes of immigrants. An
expectation that the current trend of a rising domestic supply of post-secondary graduates will
continue, taken together with increasing numbers of highly educated immigrants, could mean a
continuing negative impact on the economic performance of educated immigrants. In looking at
the ways to improve the low-income situation of immigrants, it is important to keep the
characteristics of the domestic labour force within scope, as there may be external situational
factors contributing to the economic outcomes of immigrants.

Institutions (e.g., equivalency/acceptance of foreign educational qualifications and work
experience)

Institutions can influence low-income rates of immigrants through their impact on access to and
eligibility for social supports, benefits, education and training programs, employment, and
earnings opportunities. As an example, a key area in which institutions have been recognized to
play a direct role with respect to the immigrant experience in the labour market is those
associated with recognition of foreign credentials. In Canada, the existing systems of
occupational regulation were designed to accommodate those individuals with Canadian
education, and as such, immigrants may have difficulty obtaining reliable information on
regulatory requirements and work place expectations prior to landing in Canada. As a result,
some immigrants may face difficulties finding employment in their field, a phenomenon that can
contribute to lower than expected employment earnings and potentially low-income situations. A
mismatch between the skills and education of foreign-trained professionals and trades-people and
their actual occupations once in Canada can also create substantial costs, both to individual
immigrants and their families, and to Canadian governments, businesses, and the economy.
Although data available for evaluating how immigrant education qualifications are valued in
Canada are limited, research reveals that an immigrant’s education and experience, particularly
when judged to have been obtained abroad, is valued less in comparison with that of a similar
Canadian-born individual.

For example, Picot and Hou (2003) point to the role of “credentialism” in influencing the
economic outcomes of immigrants, saying that degrees and certification from non-traditional
source countries may be recognized to a lesser extent than among the Canadian-born and
educated. As evidence, Gilmore and Le Petit (2008) analyzed the 2007 employment rates of
immigrants aged 25 to 54 years with postsecondary diplomas or degrees, using Labour Force
Survey (LFS) data, and found that those who landed within the previous five years had lower
employment rates if they obtained their postsecondary education outside North America or
Europe. In contrast, immigrants with university degrees from Canada, the United States, or
Europe and who landed in Canada more than five years earlier were found in the same study to
have comparable employment rates to Canadian-born university graduates. Research also
consistently finds lower average earnings for immigrants with foreign education as compared to
Canadian-born workers who have been educated in Canada.'” Most studies also suggest that the
economic return to foreign work experience is around zero; where foreign experience is found to
be a positive determinant of economic returns for immigrants, its magnitude is considerably

similar rates in the two countries the faster growth in the education premium in the US after 1988 may have been
caused by the slower growth in the relative supply of university graduates. (Burbidge, Magee, and Robb, 2002).
113 See for example, Ferrer and Riddell, 2001; Aydemir and Skuterud, 2005; Sweetman, 2004.
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lower than that for Canadian work experience and has declined in the 1990s.""* Official Language
fluency further complicates the issue of foreign credential recognition.'"

Difficulties related to the recognition of foreign credentials are largely based on two confounding
institutional challenges. First, employers may have limited access to information on many
immigrant source countries especially when it comes to the quality of educational institutions, the
curriculum of their academic programs, and the relevance to the Canadian labour market of the
skills imparted to the students by these institutions. As a reaction, employers may adopt a risk-
averse attitude by giving preference to domestically educated workers in their hiring decisions.
This being the case, foreign education credentials may be known to differ from Canadian
credentials in terms of quality. For instance, foreign credentials may be known to be of lower
quality due to inferior instruction relative to Canadian institutions. In this case, the title of an
educational degree is the same, but the worth in Canada is lower for foreign earned credentials.
Second, complicating the issue is that employers’ associations, sector councils, or provincially-
organized occupational groups are key players in the credential recognition process.''® Regulation
is a provincial jurisdiction: governments regulate professions and trades to mitigate risks to public
health and consumer protection. Many workers cannot practice their profession or trade without
licensure from the provincial regulatory authority, even if they have already been deemed
qualified to practice and licensed in another country (or Canadian province).

In brief, credential recognition problems may result from a lack of knowledge (or access to
information) on newcomers’ part on how to have skills recognized, a lack of knowledge (or
access to information) on employers’ part of foreign credentials, a lower quality of foreign
credentials relative to domestic qualifications, or institutional barriers caused by the system of
provincial regulations and professional associations. These challenges highlight the role that
institutions can have in terms of influence on the low-income situation of immigrants through
the direct influence on economic outcomes. By identifying and understanding the challenges that
existing institutions may pose for the unique situation of recent immigrants, policy development
is better informed with regards to improving their economic outcomes. For example, the
Canadian Government saw the need to create the Foreign Credential Referral Office in response
to the identification of these challenges to help internationally trained individuals receive the
information, path finding, and referral services to have their credentials assessed so that they can
find work in the fields for which they have been trained. At the same time, the Foreign Credential
Referral Office works with federal, provincial, and territorial partners, and foreign credentials
assessment and recognition bodies to strengthen foreign credentials recognition processes across
the country through improved coordination of foreign credential recognition issues, policies,
programs and services, information sharing and exchange of best prac'ﬂices,117 Researchers have
attempted to understand the foreign credential recognition process in light of making policy
recommendations to improve the economic outcomes of immigrants to Canada (for a recent

114 See for example, Frenette and Morisette, 2003; Green and Worswick, 2002; Ferrer, Green, and Riddell, 2004.

115 Ferrer, Green, and Riddell (2004) find that average literacy and numeracy of immigrants are significantly below
the averages of Canadian-born individuals with equivalent educational credentials and other observable
characteristics. These authors argue that Canadian labour markets appear to reward the literacy and numeracy of
immigrants to Canada in exactly the same way that they do the Canadian-born. (A 100-point increase in literacy
score yields the same return to both groups.) The lower wage return to a university education acquired by
immigrants before migration is found to disappear when their literacy skill level is taken into account. The results
of this study suggest that if immigrants had the same average literacy scores as the Canadian-born, this change
would eliminate over 50% of the earnings disadvantage among immigrant workers who were university educated.

116 Kustec, Thompson, and Xu, 2007.

117 See Citizenship and Immigration Canada website for details: www.credentials.gc.ca
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example, see Schwartz, 2012). The issue of foreign credentials recognition provides one example
of how the appropriate institutional framework must be considered when looking at specific
economic outcomes of immigrants.

Government (e.g., direct and indirect effects of transfer programs)

One of the ways in which governments influence low-income rates is through the direct and
indirect effects of transfer programs.'"* Government transfers serve to increase family income
and therefore reduce the number of people on low-income. Participation in Canada’s transfer
programs by immigrants varies considerably, depending on such factors as category of admission,
education level, and knowledge of official languages. For example, refugees have a relatively high
reliance on income support upon arrival, but over time receive a growing proportion of their
income from employment earnings. This relatively high initial reliance, however, is partly
explained by the fact that Government Assisted Refugees are provided income support — and a
range of other services -- under the Resettlement Assistance Program (RAP) for up to 12 months
(and up to 24 months for those with special needs).""” Similarly, refugee claimants benefit from
the ability to work while their claim is processed; their reliance on social assistance is expected to
fall over time and employment earnings increase.

There is some literature to suggest that as an immigrant’s years since migration increase, their
participation in government assistance programs converges — or ‘assimilates’ towards that of the
Canadian average.lzo This depends, however, on which transfer programs are being considered, as
all have different objectives and eligibility requirements. For example, Social Assistance, in most
incidences, is a program of last resort for individuals in financial need, as it provides assistance to
families and individuals who lack other means of income support and who do not have enough
resources to provide for themselves. Social Assistance is based on family rather than individual
needs, and therefore different family structures of immigrants relative to other immigrants and to
those of the Canadian-born may result in differences in the participation in this program. As
another example, the Employment Insurance program is intended to provide income support to
labour market participants temporarily unemployed. There is a qualifying period for benefits
dependant on accumulating a minimum number of weeks of work in Canada. When looking at
receipt of Employment Insurance benefits among immigrants, it is worth considering those who
are excluded from receiving benefits, which includes those who are either not in the labour force
or do not have a strong attachment to it, self-employed persons, and those who have already
exhausted their benefit entitlements. Upon entry, therefore, most immigrants are not eligible to
receive Employment Insurance benefits since they have no recent Canadian employment.

There is evidence of a rise in the rate of receipt of transfer payments for more recent immigrants
relative to those that landed earlier.” Picot, Lu, and Hou (2009) examine trends in low-income
rates among immigrant groups and the Canadian-born population and whether change in low-
income rates was associated primarily with changes in market income (mostly income from
employment) or the social transfer system (Employment Insurance, Old Age Security,
Guaranteed Income Supplement, Canada or Quebec Pension Plan, social assistance, and child
benefits). The study is based on 1981 through 2006 Census data and low-income is estimated

118 Picot, Lu, and Hou, 2009

119 See Citizenship and Immigration Canada website for details: www.cic.ge.ca/english/refugees/outside/resettle-
gov.asp

120 See for example, Baker and Benjamin, 1995.

121 This coincides with a well-documented decline in employment earnings of recent immigrants.
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using Statistics Canada’s LICO to determine low-income status. The authors look at the
difference between the low-income rates before and after transfers to have a measure of the
direct effect of the transfer system on low-income rates. The results of this study are that the
market income based low-income rate for all immigrants rose significantly over the period, from
24% in 1980 to 33% in 2005, a 36% increase. Hence, declining family market income resulted in
a significant rise in the low-income rate. This being the case, the after-transfer low-income rate is
lower, as transfers increase family income and reduce the number of people on low-income. The
after-transfer rate is found to have risen from 17% to 22% over the period, a 27% increase. Since
the increase in the rate was lower after transfers than before transfers, the authors argue this
implies that the transfer system increasingly offset market based low-income over the 1980 to
2005 period. The authors find that whether calculated on an absolute percentage point basis or a
percent reduction basis, the transfer system reduced the low-income rate for immigrants more in
2005 than in 1980, and argue that the rise in the low-income rate among all immigrants is
therefore due to falling family earnings.

Increases in government transfers have reduced low-income rates among immigrant seniors, just
as they did among the Canadian-born."” Transfer payments received by many immigrant seniors
during their first ten years in Canada are influenced to some extent by the eligibility rules
associated with the three major sources of transfers for seniors — Old Age Security (OAS),
Guaranteed Income Supplement (GIS), and social assistance. Old Age Security and Guaranteed
Income Support (GIS)/Allowance are ways in which the government protects Canadian citizens
from low-income. Picot, Lu, and Hou (2009) find that the longer immigrant seniors stay in
Canada, the more the transfer system reduces their low-income rate; the transfer system reduces
the low-income rate comparably to Canadian-born seniors only among those in Canada for more
than 20 years. (See information box titled “Old Age Security: Eligibility of Recent Immigrants”
for more details.)

In brief, one of the ways in which the government has a direct influence on the low-income
situation of all Canadians is through the direct and indirect effects of transfer programs.
Differences in the eligibility of immigrants in such programs could impact low-income trends.
For example, immigrants may or may not be eligible for some transfer programs that have
eligibility requirements associated with years of residence or attachment to the Canadian labour
market. Put another way, the less time they have been in Canada or the Canadian labour market,
potentially the lesser the effect of the current transfer system on their low-income rates.

122 Picot, Lu, and Hou, 2009.
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Old Age Security: Eligibility of Recent Immigrants
Old Age Security (OAS)

Old Age Security (OAS) is Canada’s largest public pension program. It currently provides a
monthly pension to most people, starting at age 65. The OAS pension is like a large pie divided
into 40 equal portions. If you qualify for a ‘“full pension’ then you are entitled to receive all 40
portions each month. If you qualify for a ‘partial pension’ then you will receive some, but not all,
of the 40 portions each month. Whether you qualify for a full of partial pension depends on how
long you have lived in Canada.

Anyone who lives in Canada for 10 years after age 18 gets OAS at age 65 (or following their 10
year period if it is finished after age 65). People who have not lived in Canada for the necessary
10 years can still get OAS if they lived and worked in a country with which Canada has an
International Social Security Agreement. Each country is responsible for paying their "portion" only.
The minimum time in Canada is 1 year, meaning a person can get 1/40th of a full OAS pension
after only 1 year. Both sponsored and non-sponsored immigrants are eligible for a partial OAS
benefit.

Guaranteed Income Supplement (GIS), Spouse’s Allowance (SPA), and Widowed
Spouse’s Allowance (WSA)

Once you get OAS, the Guaranteed Income Supplement (GIS) amount is paid if the person is
"poor" (an additional monthly benefit for low-income OAS pensioners). To receive the GIS
benefit, a person must be receiving an OAS pension. Canada also pays the GIS Allowance (i.e.
Spouse’s Allowance (SPA) and Widowed Spouse’s Allowance (WSA) to people aged 60-64 who
have been in the country for the required 10 years and are “poor” (as long as they are married /
common-law to a pensioner or are widowed). All persons have to reside in Canada for 10 years
regardless of which country they come from (i.e. even if they come from countries with which
Canada has an International Social Security Agreement) in order to qualify for full GIS / SPA / WSA
benefits.

Except under exceptional circumstances, sponsored immigrants admitted to Canada as
permanent residents under a Sponsorship Agreement, are not eligible to receive GIS / SPA /
WSA benefits during the sponsorship period for which the sponsor committed to support the
immigrant, up to a maximum of ten years. (For example, if an immigrant landed in 1995 under a
Sponsorship Agreement and is eligible to apply for OAS in 2004 when he turns 65, he would not
be eligible for GIS / SPA / WSA benefits until his sponsorship period is over in 2005.)

Non-sponsored immigrants with less than 10 years of residence in Canada who qualify for OAS
under an International Social Security Agreement will have their GIS / SPA / WSA entitlement grow
gradually over 10 years — 1/10th of the benefit for each year of residence. This includes persons
who have not resided in Canada for 10 years after the age of 18. (For example, a non-sponsored
immigrant can apply for GIS / SPA / WSA as soon as he turns 65. However, the maximum
benefit would be determined using for example, 9/10ths GIS / SPA / WSA entitlement if he
landed in 1995 and turned 65 in 2004. In 2005 his entitlement would be 10/10ths of the benefit.)

Source: Thompson and Worswick, 2005.
For details see Service Canada website: http://www.servicecanada.gc.ca/eng/sc/oas/index.shtml




Summary and future directions for research

Scanning the immigration literature reveals evidence that some immigrants (particularly those
landed more recently) may be experiencing barriers to successful economic integration, resulting
in increasing low-income rates. Specifically, recent trends indicate that the gap between the low-
income rates for immigrants and those born in Canada has increased substantially since 1980.
The goal of this report has been to provide an overview of the low-income situation of
immigrants in Canada with the goal of highlighting aspects of this issue in need of additional
research. This report first considered the policy importance of the issue of low-income and
immigration. Rising low-income rates among more recent immigrants relative to both the
Canadian-born and immigrants who have been in Canada longer are cause for concern because
low-income potentially impacts the ability of immigrant individuals and families to participate
economically, socially, culturally, and with dignity in their communities. These findings raise
additional worries, not the least of which is the potential trans-generational impact of
marginalization among these groups. While the latest research results point to improvements in
immigrant economic outcomes relative to the Canadian-born, there remain immigrants who have
not seen an increase in relative economic performance, and who live in chronic low-income. This
is potentially one of the most serious social and labour market challenges that Canada is facing.

Second, this report provided a description of low-income measures and touched upon
differences to reflect on when using these indicators to evaluate immigrant economic outcomes.
There are a number of low-income lines used to inform policy development in the area of
immigrant economic integration. Low-income measures such as the LICO, LIM, and MBM can
be used to identify the low-income population, while measures of chronic low-income and low-
income intensity are often used in studying trends in the depth and duration of low-income spells
among immigrants. It is meaningful to understand if a situation of low-income is transitory or
persistent, as policy solutions may be very different. The existing low-income measures are
designed to identify low-income individuals from different angles. Given the many dimensions of
low-income, it may not be possible to find one measure that provides a complete picture. Rather,
it is argued by several studies reviewed that it is most useful to develop or adopt multiple
measures of low-income. Although LICO has been prevalent to date in studies looking at
immigrants and low-income, the growing obsolescence of this measure (with increasing number
of years from its 1992 base year), along with recent data developments (discussed below) imply a
likelihood of a move towards more prevalent use of LIM-based measures (which are derived
from the distribution of incomes in the underlying population in each year) going forward.

Third was an examination, based on a review of the research literature, of the factors that
contribute to the low-income situations of immigrants in Canada. Low-income is widely accepted
as an indicator of access to economic resources among members of society and is therefore often
used as a key indicator of immigrant integration and well-being. This study reviewed the factors
contributing to the earnings outcomes among recent immigrants (low-income among immigrants
has closely tracked earnings trends, since earnings are the most significant component of family
income, which is used to calculate low-income rates), focusing on the relationship between the
characteristics of immigrants, or the socio-economic attributes that immigrants bring with them
(including immigration category, year of landing and years in Canada, age, education, gender,
source country, family type, province of residence, occupation, etc.), and the opportunities and
barriers presented by the host society, be they economic, social, or institutional. Only through
comparisons can factors be brought to light that explain why some groups end up more or less
affected by low-income. Overall, the causes of low-income amongst immigrants are multifarious.
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For working age immigrants, for example, a shift in their characteristics and the cyclical nature of
the economy may lead to additional barriers to the labour market, while for senior immigrants,
their family size, family type, and motivations for immigration may generate different income
levels.

Finally, in reviewing the recent literature on the low-income situation of immigrants in Canada
and in examining different measures of low-income, a main objective of this report has been to
identify potential new research possibilities. As the final section below illustrates, research and
data are needed that will contribute to the current understanding the low-income situation of
immigrants in all admission categories, including economic immigrants, and particularly among
family class immigrants and refugees. In light of policy focused on improving the economic
outcomes of immigrants, research and data development in the areas of low-income — incidence
and causes — is a priority.

Research considerations

Research is needed to understand factors preventing Canadians from achieving an acceptable
standard of living. Most studies on the economic integration of immigrants are based on
individual earnings only, rather than total family income. As a family concept, low-income
provides a better welfare perspective on immigrant families’ economic resource position than
individual earnings. Central to the concept of low-income is the importance of socio-economic
characteristics and conditions on the differences seen among different populations. Analyses are
needed to offer “reasons why” things are different between the various populations identified
before appropriate policy responses can be developed. Research into low-income among
immigrants serves to inform the development of policy initiatives that will enable families and
individuals at risk of low-income to improve their opportunities and outcomes so as to reduce
the incidence, depth and duration of low-income.

Specifically, research is needed to look at the impacts of low-income trends at the micro level —
what types of individuals, families, and communities are experiencing low-income and why.
Research in this area needs to take into account the use of the various low-income measutres,
comparisons across family and household size, and comparisons across cities (to account for cost
of living differences). Analysis of low-income among immigrants also needs to account for
immigrant category of admission, visible minority status, ethnicity, religion, family and household
type (married couples, lone-parents, unattached individuals, etc.), gender, sources of income
(market and transfers), and age (children, working age, and seniors). It is also meaningful to
consider low-income outcomes among immigrants by years in Canada, as immigrants and
refugees often need some time to settle in their new country, and as a result, years since migration
generally corresponds to improved economic and social outcomes. To accurately inform policy, it
is also important for research to consider differences between those that have low-income for
short spells (perhaps as very recent or recent immigrants), versus those who have long-term, or
chronic low-income. Among immigrants, additional factors contributing to economic success,
and which need to be accounted for are regional/local labour market conditions, official language
capacity and literacy, the acceptance of foreign educational qualifications, and Canadian work
experience.
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In the case of immigrants and low-income, there are many things we need to better understand.
The following are some of the key areas identified for further research:

Research questions

This literature review revealed a gap of research on the low-income situation of immigrants post
2000, the time of the last Census. There are many reasons why the post-2006 time period is of
particular policy importance with respect to understanding the low-income situation of
immigrants in Canada today. First, many immigration policy changes have taken place since 2002,
starting with the implementation of the Immigration and Refugee Protection Act IRPA), and it is
important to understand how these changes have influenced the income situation of recent
immigrants. For instance, some immigrants have experienced improvements in their economic
outcomes post-IRPA, affecting their individual and family income situation, thereby potentially
reducing the incidence of immigrants with family incomes below various low-income measures.
Notably, a recent evaluation of the Federal Skilled Worker Program found that Federal Skilled
Workers landing after IRPA was implemented are earning 65% higher incomes in their first year
than people who applied under the old system (pre-IRPA), and are also more likely to be
working.123 Moreover, there has been an increase in the prevalence of immigrants landing under
the Provincial Nominee Programs, programs largely intended to attract immigrants with skills
that best match local labour market needs. Again, a recent evaluation of the Provincial Nominee
Program found the vast majority of Provincial Nominees are becoming established economically,
reporting employment or self-employment earnings each year, by years since landing (2000-2008
cohorts), and very few access Employment Insurance and/or Social Assistance benefits.'** More
recently, the federal government has signaled a wish to more closely align immigrant skills with
the immediate needs of the job market,'” suggesting the potential for improved economic
outcomes among recent immigrants. Developments have included the creation of the Canadian
Experience Class in 2008, which provides permanent resident status to migrants who apply from
within the country, drawing on temporary foreign workers and international students. This action
is based on the idea that those who have already been in Canada prior to immigration may have
an easier time transferring their pre-immigration human capital to the Canadian labour market,
leading to stronger labour market outcomes. A recent series of Ministerial Instructions (the first
was issued in 2008) have also resulted in several key changes that could improve the economic
situation of some recent immigrants. For example, those for Federal Skilled Workers (MI-1, MI-
2, and MI-3) involve lists of occupations (identified as the most in demand) under which Federal
Skilled Workers are eligible to apply, requirements for arranged employment, and applicants are
also required under these Ministerial Instructions to submit language test scores as evidence of
their proficiency in one of Canada’s official languages. This also applies to applicants under the
Canadian Experience Class, and reflects the importance of language proficiency as one of the
most important predictors of an immigrant’s labour market success. Ministerial Instructions for
Federal Skilled Workers issued in 2011 included a new cap on Federal Skilled Worker
applications and the introduction of a new PhD eligibility stream. There has also been a recent
set of Ministerial Instructions introducing a temporary moratorium on Federal Entrepreneur
Class applications (2011). Other Ministerial changes have concerned family class immigration,
including a temporary pause on family class sponsorship applications for parents and
grandparents (2011). Finally, with the recent Royal Assent of Protecting Canada’s Immigration System

125 Citizenship and Immigration Canada, 2010.
124 Citizenship and Immigration Canada, 2011a.
125 Citizenship and Immigration Canada, 2008.
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Aet (June 2012)," it will be important to consider potential changes to the profile of refugees on
the low-income situation of recent immigrants in the years going forward. In brief, there have
been many changes to immigration policy over the past decade (many intended to more closely
align immigrant skills with the demands of the labour market); the impact of these changes on the
low-income situation of immigrants is a key policy research area.

Second, labour market conditions throughout Canada (and many areas of the world) since 2006
have changed considerably. While 2006 and 2007 were in many ways seen as boom years
economically, the country experienced a recent recession (from October 2008 to October 2009),
creating challenging economic times for many Canadians, but particularly for those in Ontario,
where the large manufacturing sector took a hit.'”’ In fact, the road to recovery has been
experienced differently throughout the country, with some provinces faring better than others. In
particular, although Alberta was also hard hit by the global recession (largely through the decline
in crude oil markets), this province had relatively stronger economic indicators throughout the
period compared to other provinces (for example in terms of participation, employment, and
unemployment rates), and perhaps as a result more immigrants are destined to this province than
ever before. In contrast, the traditional immigrant destination hot spot of Ontario experienced a
reduction in the proportion of immigrants destined to this province. In fact, immigration
destined for Alberta rose from 8.2 percent of total immigrants to Canada in 2006 to 12.4 percent
by 2011. In contrast, the proportion of immigrants destined to Ontario fell from 50.0 percent to
40.0 percent over the same period.

As a result, each of these provinces has had a unique experience over the recession. In Alberta,
there was an increasing share of immigrants destined to this province at a time of economic
downturn, while in Ontario there was a decreasing share of immigration destined to this province
at a time of economic downturn. Moreover, while Alberta continued to feel the effects of the
global recession in 2010 and recovered relatively more slowly, Ontario benefited from a revival in
auto manufacturing.

There have also been changes in economic conditions abroad that may have influenced the socio-
economic characteristics of people applying to migrate to Canada. For instance, it is possible that
a deeper economic downturn in the United States and in many European countries over recent
years relative to that experienced in Canada may have served as a motivation for an increased
number of residents from some areas in these countries seeking to migrate to Canada for
perceived relatively better economic opportunities. In fact, recent immigration recruitment
activities have been undertaken by the Government of Canada to encourage immigration from
Ireland, a country currently saddled with a highly educated workforce and an economic slump.'**
In short, there have been major changes to labour market conditions in Canada and abroad since
2006 that may have impacted the low-income situation of recent immigrants.

126 The Government of Canada has passed Bill C-31, the “Protecting Canada’s Immigration Act” which results in
changes to the refugee determination system.

127 The Canadian labour market underwent a large downturn, with more than 400,000 jobs lost in the 12 months
following October 2008, a decline in employment of 2.3%. However, the labour market quickly recovered relative
to what was seen during recessions of the early 1980s and 1990s, with employment regaining all lost ground by
January 2011 (LaRochelle-Coté and Gilmore, 2011).

128 Citizenship and Immigration News Release, October 5, 2012:
www.cic.gc.ca/english/department/media/releases/2012/2012-10-05.as
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In light of the recent changes in immigration policies and economic downturn and recovery,
research is needed that looks at the low-income situation of recent immigrants in this new
landscape, to address questions such as:

How does incidence of low-income among immigrants compare to other Canadians?
Specifically, how have low-income trends for immigrants fared in the later half of the
2000s (since 20006), in light of improved labour market outcomes for skilled immigrants
under IRPA? Have immigrant low-income outcomes of recent immigrants improved
alongside recent policy measures to more closely align immigrant skills with the demands
of the labour market, including the growth of Provincial Nominee Programs, the creation
of the Canadian Experience Class and the implementation of several sets of Ministerial
Instructions?

What is the low-income situation of those entering Canada in non-economic categories
(e.g., such as refugees and those in the family class including those who have entered
Canada in the Parents and Grandparents stream)? Going forward, will recent Ministerial
Instructions and Refugee Reform coincide with changes to the low-income situation of
family class immigrants and refugees?

How long does it take for immigrants in the various immigration programs to be self
supporting? Specifically, what are the differences among the various refugee groups?

How do immigrant earnings progress out of low-income situations, for immigrants
landing in all admission categories? What are some of the factors contributing to these
trajectories?

The literature review revealed relatively little research has focused on immigrant economic
welfare at the family level. The low-income rate allows for a measure of immigrant family welfare
outcomes. Since low-income rates are based on total family income, which includes government
transfer payments and investment and pension income, as well as employment earnings, they
provide a more inclusive picture of the economic resources available to families than studies of
earnings alone.'” As a result, low-income rates are influenced not only by changes in median or
average earnings, and their numerous determinants, but also by changing earnings and income
inequality, the availability and usage of social transfers, investment behaviour, and family
formation patterns.130 On this later point, one factor influencing aggregate low-income rates is
demographic change, such as an increase in the number of single-parent families, which can cause
the aggregate rate to rise.””' Family formation patterns could be shifting among the immigrant
population, as they have been among the Canadian population as a whole, tending to increase
family earnings inequality.”> Among immigrants, extended family living arrangements may be
more common, and may serve to either reduce or expand their low-income incidence.

129 Picot, L.u, and Hou, 2009.
130 Picot and Hou, 2003.
131 Picot, Lu, and Hou, 2009.
132 Picot and Hou, 2003.
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Research is needed that looks at the low-income situation of recent immigrants from the family
perspective to address questions such as:

—  What types of individuals, families, and communities are experiencing low-income? What
is the low-income situation of immigrant children? Immigrant seniors? Working age
immigrants? How does the situation compare across person and place? How does
location of immigrant settlement interact with low-income?

— How much does changing family type contribute to low-income trends among
immigrants? From a family composition perspective, how is the incidence of low-income
among immigrants influenced by the prevalence of extended families?

— What is the low-income situation of established immigrant families compared to more
recent immigrant families?

— What are the factors that account for persistent low-income among certain immigrant
family groups?

Further investigation into sources of income is needed to more fully understand the low-income
situation among immigrants -- an immigrant who falls into low-income due to low-paid work
requires different policy action than a senior immigrant who falls into low-income due to
insufficient levels of retirement income. Family income is split into two components: market
income and government transfers. Market income includes employment income, investment
income, private retirement pensions, superannuation and annuities and other money income.
Government transfer payments include Employment Insurance (EI), Old Age Security (OAS),
Guaranteed Income Supplement (GIS), Canada or Quebec Pension Plan, and child benefits, as
well as other government transfers (including social assistance and workers’ compensation).
Picot, Lu, and Hou (2009) argue that the direct effect of transfers refers to the extent to which
the dollars received from the programs such as the Spouse’s Allowance, Employment Insurance
and child tax credits move families from below to above the low-income cut-offs. Howevet,
these authors argue, government transfers may have work-disincentive effects: people may be less
likely to seek employment if they are receiving transfers, as compared with the hypothetical case
where no transfer system existed. The role of the government in the low-income situation of
immigrants is also of interest with regards to programs to settle immigrants.

The causes for increased low-income amongst working immigrants are unclear and may be
related more to structural labour market situations than to immigration policy. Fleury (2007)
suggests it would be interesting to do further research on the working conditions of low-income
immigrants, pointing to the findings of a focus group study that revealed an “All or Nothing
Approach to Work” among recent immigrants, meaning some of them chose not to work instead
of accepting inappropriate jobs and being part of the working poor.'”* The focus group study also
found that recent immigrants often rely on numerous jobs, some in the formal labour market,
and some in the cash economy. Citing the same focus group study, Fleury points out many
immigrants either choose, or are forced, to work in jobs in the cash economy. If this reality
implies that some recent immigrants are faring better economically than statistics on income
indicate, this also means that they are often not eligible to government programs, such as
Employment Insurance and Canada Pension Plan. Since these observations come from a series
of focus groups, Fleury argues it would be interesting to expand this research in order to verify

133 The focus group study was conducted by St. Christopher House, in Toronto, Ontario, for Human Resources and
Social Development Canada. See Fleury (2007) for details.
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the impact of these phenomena at the national level. As well, Fleury recommends further
exploration of their family strategies in terms of labour market participation, noting that working-
age recent immigrants living in low-income have more potential earners in their families without
having a particularly high level of family participation in the labour market. As a result, she
argues, it would be worthwhile to determine whether this is because of greater family
responsibilities, stronger barriers to employment for certain members of their families,
participation in the cash economy, cultural differences, or other factors.

Research is needed that looks at the low-income situation of recent immigrants from the
perspective of sources of income, government supportts, and labour force participation of all
family members, to address questions such as:

— What is the role of government transfers in smoothing earnings situations of immigrant
families? How does the role differ with immigration category, family situation, and years
since migration? Are elderly immigrants more or less dependent on transfer payments in
their older age compared to Canadian-born seniors?

— With regards to programs to settle immigrants, what works with respect to reducing
barriers to economic integration and lowering the probability of immigrants to enter a
low-income situation?

— What are the working-conditions of immigrants in a low-income family situation? To
what extent are immigrants working in the cash economy?

—  What are the factors limiting the labour market participation of low-income immigrant
family members?

Data considerations

The past has seen a fairly steady use of several Statistics Canada’s surveys to examine the low-
income situation of immigrants and other Canadians, mainly the Census, the Survey of Labour
and Income Dynamics (SLID), and to a lesser extent, the Longitudinal Administrative Database
(LAD)-Longitudinal Immigration Database (IMDB) (LAD-IMDB Database). Recent
developments with regards to these traditionally used surveys have important implications for the
continued study of immigrants in low-income going forward. In this section, some of these
changes are reviewed and consideration is given to how they may shape future analyses of
immigrants in low-income.

The following are some of the key data considerations going forward:

Canadian Census and the National Household Survey (NHS)

Every five years, Statistics Canada conducts a census of population. Traditionally, the census has
provided a comprehensive collection of facts about people in Canada. For example, people are
asked questions about their: age, marital status, employment, ethnic origin, immigration status,
gender, education, income, language, and other subjects. In the 2006 Census, 80% of households
in Canada received a short questionnaire containing eight questions, while 20% were given a 61-
question long-form (all questions from the short form plus 53 additional questions). The
information from the short census form contains questions on basic topics such as age, sex,
marital status and mother tongue of all household members. The information from the long-
form provides data describing immigrant status, place of birth, place of residence, labour market,
education, language and other socio-economic characteristics and information identifying
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naturalized citizens and their countries of citizenship. Census data also provide detailed
information at the community level. Because the Census is collected every five years and the
questions are similar, researchers have used these data to compare changes that have occurred in
the make-up of Canada's population over time. In fact, the Census is the most fundamental
source of information about our country and our society.”* Moreover, through the long-form,
the census is the most reliable source of detailed data that allows comparison of important sub-
segments of the population (such as immigrants, ethnic groups and visible minorities). It is not
surprising, then, that the Census is the data base most commonly used to research immigrants,
and to date has been the most valuable information source on trends in their low-income
situation.

With the 2011 Census, the questions asked of 20% of the population (the long-form) were
moved to a voluntary National Household Survey (NHS)."” The NHS was conducted in May
2011 with a sample of approximately 4.5 million households and contains all of the questions that
Statistics Canada contemplated for inclusion in a 2011 Census long form. As a result, the 2011
Census collected only basic data (age, sex, families, households, marital status, and language) and
results will not contain any immigration or income-related content, or other information gathered
on the long form. In other words, the NHS is identical in content to what would have been
collected in a 2011 Census long-form. Going forward, the NHS will contain the information
previously available in the Census used to examine the low-income situation of Canadians,
including the immigrant population. Among others, the NHS questionnaire included questions
on demography, citizenship and immigration, language, language of work, ethnic origin,
population group, religion, place of birth of parents, education, labour market activities, and
income from all sources. Although being released in several stages, all information from the NHS
will be available from Statistics Canada by October 2013.

The move to the NHS for information on immigrants in low-income may affect our
understanding of the low-income situation of immigrants. First, the NHS may affect analysis of
low-income trends through time given that comparability with 2006 Census data may be an issue.
According to Statistics Canada, any significant change in the methods of a survey can affect the
comparability of data over time, and there is a real risk this will be the case for the NHS." As
described by Statistics Canada, there will always and inevitably be an element of uncertainty as to
whether and to what extent a change in a variable reflects real change or an artefact arising from
the change in methodology from the mandatory long-form census to the voluntary NHS. Second,
while all surveys are subject to non-response bias (even a Census with a 98% response rate), it is
believed that the most significant source of non-sampling error for the NHS will be non-
response bias."” The risk of non-response bias quickly increases as the response rate declines,
because non-respondents tend to have characteristics that are different than those of respondents
and thus the results are not representative of the true population.138 As a result, while a 70%
response rate’ to the NHS appears high, the missing 30% may be important, because it may be
that those who do not respond to the survey share certain characteristics: for example, they may
be more likely to have language and literacy issues, to not have access to, or skills for, a

134 Statistics Canada, www12.statcan.gc.ca/census-recensement/2006/ref/dict/overview-apercu/popl-eng.cfm

135 Statistics Canada,

136 Statistics Canada, www.statcan.gc.ca/survey-enquete/houschold-menages/nhs-enm-eng.htm
137 Tbid.

138 Thbid.
139 Statistics Canada, www12.statcan.gc.ca/NHS-ENM/2011/ref/about-apropos/nhs-enm 1012-eng.cfm
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computer, characteristics which may be held by considerable segments of the low-income
population. In other words, the data gathered by the survey may to some extent exclude
segments of the population of interest when it comes to examining the low-income situation of
immigrants. Despite these two concerns, and while acknowledging that it will not provide a level
of data quality that would have been achieved through a mandatory long-form census, Statistics
Canada reports being confident that the NHS will produce usable and useful data that will meet
the needs of many users. With these nuances in mind, an updated picture of the low-income
situation of all Canadians (based on 2010 income), will be possible based on NHS data by the
end of 2013.

Survey of Labour and Income Dynamics (SLID)

The Survey of Labour and Income Dynamics (SLID) is an annual survey that examines changes
experienced by individuals over time in terms of their labour market activities and income. At the
heart of the survey's objectives is the understanding of the economic well-being of Canadians:
what economic shifts do individuals and families live through, and how does it vary with changes
in their paid work, family make-up, and receipt of government transfers or other factors? The
survey's longitudinal dimension makes it possible to see such concurrent and often related
events.'" The SLID includes information on people and their jobs including: weekly labour force
activity of individuals; characteristics of each job held in the year; personal/family/household
characteristics; and sources of income, including Employment Insurance and Social Assistance.
The SLID sample is composed of two panels. Each panel includes roughly 15,000 households. A
panel is surveyed for a period of six years, and a new panel is introduced very three years, and
thus two panels are always overlapping.'*' Initially, SL.ID was designed by Statistics Canada to be,
first and foremost, a longitudinal survey, with primary focus on labour and income and the
relationships between them and family composition.'* Then, a decision was made to extend the
objectives of SLID to be the primary source of cross-sectional household income data.'” The
cross-sectional public-use microdata file for the Survey of Labour and Income Dynamics (SLID)
is a collection of income, labour and family variables on persons in Canada and their families.

To date, the SLID is the most widely used data source in examining the labour market
attachment experience of a number of groups (including recent immigrants) in Canadian society
that are particularly at risk of extended spells of low-income and exclusion from the labour
market. The great advantage of the SLID is that it has allowed analysis of duration of low-income
spells."** However, in June 2012, Statistics Canada announced that changes will be made to the
SLID. Specifically, Statistics Canada announced that “the final release of longitudinal data from
the Survey of Labour and Income Dynamics was published on June 18, 2012. Statistics Canada
will continue to conduct a survey to produce annual estimates on income.”'* In other words,
Statistics Canada will stop the longitudinal dimension of SLID, but will continue using parts of

140 Statistics Canada,
www23.statcan.gc.ca/imdb/p2SV.pl?Function=getSurvey&SDDS=3889&lang=en&db=imdb&adm=8&dis=2

141 Picot, Berthelot, and Webber, 2006.

142 Thid.

143 Thid.

144 Picot, Berthelot, and Webber, 2006 argue that the SLID is the first Canadian household sutvey to provide
national data on the fluctuations in income that a typical family or individual experiences over time which gives

greater insight on the nature and extent of low-income in Canada.

145 Statistics Canada www42.statcan.gc.ca/smr09/smr09 039a-eng.htm. The Statistics Canada website also reads

“Data release — June 18, 2012 (This is the last release of longitudinal data from the Survey of Labour and Income
Dynamics. Effective with the release of 2011 data, only cross-sectional estimates will be available.)”
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the questionnaire as a cross-sectional survey. As such, the SLID will retain the capacity to
calculate low-income rates, but retain a much more limited capacity to explain how long they are,
what causes them to start or end, and how many people experience income losses or gains.'*
This being the case, without the longitudinal component, the SLID should continue to provide
an assessment, albeit a more limited one, of the interactions between economic conditions and
immigrant human capital in immigrant labour market integration, allowing the examination of
some aspects of low-income.

Longitudinal Administrative Database (LAD) - Longitudinal Immigration Database
(IMDB) (LAD-IMDB Database)

To date, the only source of large-scale data available to look at low-income and immigrants by
category of admission has been what is referred to as the Longitudinal Administrative Database
(LAD) — Longitudinal Immigration Database IMDB) (LAD-IMDB Database). Statistics
Canada’s LAD-IMDB database combines the Longitudinal Administrative Database (LAD) and
the Longitudinal Immigration Database (IMDB). The LAD is a random, 20% sample of the T'1
Family File, which is a yearly cross-sectional file of all Canadian taxfilers and their families.
Individuals selected for the LAD are linked across years to create a longitudinal profile of each
individual. Families are formed to allow family income to be determined. Immigrants entering
Canada since 1980 are identified on the LAD, and information on immigrant category of
admission, educational attainment, intended occupation, and self-reported language is added
from the landing records. The immigrant information contained in the LAD comes from the
IMDB. The IMDB contains immigrant landing record and annual tax information for immigrants
and is a key information source to look at the economic performance of immigrants by a wide
range of socio-economic characteristics. All the information from the tax record is current data —
the tax year — while all data from the landing record is tombstone data — that is, recorded only
once, at time of arrival. Individuals included in the IMDB are immigrants who were landed
between 1980 and the most recent tax year, and for whom at least one tax return was filed since
their arrival in Canada. The LAD-IMDB database is produced by matching the two databases,
with the result that 20% of immigrants on the IMDB are identified on the LAD. The LAD-
IMDB Database allows comparisons of known immigrants and other Canadian taxfilers.
Moreover, because families are formed in LAD, joining this database with the IMDB allows low-
income issues of immigrants to be examined.

The LAD-IMDB has the significant advantage of allowing researchers to look at issues such as
low-income longitudinally, and hence get at issues of incidence, entry, exit and duration of low-
income spells. However, the LAD-IMDB does not support highly disaggregated analysis.
Specifically, because the LAD is a 20% sample of the population (and 20% of information from
the IMDB is available in the LAD-IMDB), some analysis using detailed immigrant information
can lead to small cell sizes, creating issues of high variability. For example, variability could be
higher with some immigration categories (e.g., Business Classes), some education levels (e.g.,
those with Masters/doctorates), some age groups (e.g., older age groups), and for some world

147
areas.

146 Corak, Miles (June 12, 2012), http:
longitudinal-survey-is-cancelled

147 Dryburgh, 2004. High variability from small cell sizes means diligent use of the coefficient of variation to assess
the level of confidence that could be attributed to the estimates, particularly where smaller subsets of immigrants
are used.
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Redesigned Longitudinal Immigration Database (IMDB)

Historically, the IMDB has provided information on immigrant economic performance by
category over time, focusing exclusively on personal income sources of individual immigrant tax
filers and not on family income. However, in May 2012, Statistics Canada officially launched a
Redesigned IMDB, the overarching goal of which is to allow for new insights into a wide range
of policy research issues surrounding immigrant labour market integration, including on the topic
of low-income. As part of the redesign, the IMDB moves from raw T1 personal income tax
return data to the T1 Family File (T1FF)."* There are many advantages in moving to this source,
including for the purposes of examining low-income among immigrants. In moving to the T1FF,
the IMDB is harmonized with the structure with the Longitudinal Administrative Databank
(LAD), meaning the IMDB is similatly organized into individual, spouse/patent, family, and child
segments. Moreover, because Census families are formed, and low-income is a family concept, it
is becomes possible to look at low-income issues. There are also new measures of income and
government transfers available, creating information not only on individual income measures, but
also family income measures (before- and after-tax total income, employment earnings, self-
employment, investment income, Employment Insurance, Old Age Security, Canada Pension
Plan/Quebec Pension Plan, Social Assistance, Registered Retitement Savings Plan income, family
and child tax credits, and transfer payments). As well, with harmonization to LAD, it is possible
to replicate identical research for other Canadian taxfilers, creating a benchmark, or comparison
group, useful for analytical purposes.

Because the Census family is the unit of analysis available in the redesignhed IMDB and the LAD,
none of the three official low-income lines are directly applicable. The LICO and MBM are both
based on economic families, while the LIM is based on households."” However, because the
redesigned IMDB is harmonized to the LAD, it is possible to construct a LIM-based low-income
measure in the LAD database that could be used to study low-income of immigrants in the
IMDB. There are examples of this in the research literature based on LAD (for example, Finnie
and Sweetman, 2003), or the IMDB-LLAD Database (for example, Picot, Hou, and Coulombe,
2007). Using the LAD to calculate a low-income measure to be applied to the IMDB population
takes into account the income distribution of the Canadian taxfiling population. It would not be
appropriate to use the IMDB alone to create a low-income line as one would not want to
calculate a low-income measure based only on the immigrant tax filing population. Rather, it is
meaningful from a policy perspective to consider the entire Canadian population in estimating a
measure for low-income. In the IMDB Redesign (as with the LAD), individuals can be
considered to be in low-income in a given year when the annual income of their family is below a
pre-determined cut-off (e.g., family income below 50% of median income of the total population,
adjusted for family size).

In its new capacity, the Redesigned IMDB has the potential to fill the gap in immigrant low-
income analysis created by the elimination of the longitudinal component of the SLID, discussed
above. The redesigned IMDB is likely to become the key information source to examine the
labour market transitions of immigrants, including into and out of low-income situations.
Moreover, while a disadvantage of the SLID has always been the small sample size of
immigrants, the larger sample size (the taxfiling population) of immigrants in the IMDB will

148 As mentioned in the LAD description, the T1FF is a yearly cross-sectional file of all taxfilers and their families
created annually by Statistics Canada’s Income Statistics Division (ISD) from information provided on T1 personal
income tax returns.

149 See previous information box titled “Statistics Canada Family Definitions.”

72



allow the comparison of the dynamics of immigrant labour market transitions (e.g., into and out
of paid employment, dependence on Social Assistance and Employment Insurance, etc.). In
comparing with LAD results, it will also be possible to compare these outcomes with those of
other similarly endowed Canadian taxfilers. The redesigned IMDB is anticipated to be the key
data source to provide the evidence base necessary to make informed policy decisions on where
to target remedial action to facilitate the transition into paid work of those immigrants who are
currently out of the labour force and dependent on government assistance, unemployed, or in a
low-income situation.
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