Research to Insights:
Immigration as a Source of Labour Supply

Catalogue no. 11-631-X
ISBN 978-0-660-44005-7

L 2 T
Bl == cmisiiue Delivering insight through data for a better Canada Canada



About Research to Insights

The Research to Insights series of presentations features a broad range of findings on selected topics of
research. Each presentation will draw from and integrate evidence from many different studies that use
innovative and high-quality data and methods to better understand relevant and complex policy issues.

Based on applied research of valuable data, the series is intended to provide decision makers, and

Canadians more broadly, a comprehensive and horizontal view of the current social, economic and health
issues we face in a changing world.
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Context: Short-term pressures on the labour supply as businesses emerge from
the COVID-19 pandemic

e Canada’s labour market has tightened substantially as restrictions related to the COVID-19 pandemic ease and
economic activity continues to strengthen.

o Employment rates among core-aged men and women (25 to 54 years) are well above their pre-pandemic
baselines. Employment rates among youth have also fully recovered.

o The national unemployment rate fell to a record low 5.2% in April. Among core-aged workers, the rate was
4.3%.

o More recent core-aged immigrants are working now than before the pandemic.

* Almost 4 in 10 businesses anticipated worker shortages in early 2022, while a similar percentage expect challenges
in recruiting skilled employees. Job vacancies in late 2021 were 80% above pre-pandemic levels.

* High levels of immigration over the near term will be critical in addressing current labour market imbalances.
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Context: Structural trends point to persistent labour supply challenges over
the longer term

* Canada’s working-age population (15 to 64 years) has never been older. More than one in five working-
age Canadians are approaching retirement age.

e Currently, working-age Canadians make up 64.8% of the population; in three decades, it could fall
below 60%.

* Immigration has been the driving force behind Canada’s labour supply for many years. During the
2010s, over four-fifths of the growth in Canada’s labour force came from immigration.

* Modest, sustained increases in immigration levels will not fully offset the longer-term impacts of an
aging population, but are critical for alleviating the effects of aging on the labour market over time.
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Recent years had the highest annual admission levels of the past century

After the interruption caused by
the pandemic in 2020, 405,800
immigrants were admitted in
2021, the highest level in the
history.

Since 2010, 60% of immigrants
were in the economic class, 26%
were in the family class and 13%
were refugees.

There has been an increased
share of refugees since 2016.
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Sources: Longitudinal Immigration Database and Immigration, Refugess and Citizenship Canada monthly updates.
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In the 2010s, immigrant workers accounted for 84% of the growth in the total labour
force, 55% of the growth in high- and medium-skilled jobs and offset decline in low-
skilled jobs among Canadian-born workers

*  While employment in low-skilled jobs fell among Canadian-born workers and grew among immigrant workers
in the 2010s, the share of low-skilled jobs fell for both Canadian-born and immigrant workers.

 Between 2019 and 2021, growth in high-skilled jobs offset the decline in other jobs.

Change in employment by occupational skill level and immigration status, 2010to 2019 Change in employment by occupational skill level and immigration status, 2019to 2021
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Source: Statistics Canada, Labour Force Survey. Source: Statistics Canada, Labour Force Survey.
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Since 2010, the share of new and recent immigrant workers grew the fastest in

transportation and warehousing, professional services and accommodation and food

services

* 1In 2021, the share of new and recent immigrant
workers reached 13% in the accommodation and
food services sector, 11% in the professional
services sector, and 10% in the manufacturing and
transportation sector.

 Between 2010 and 2021, the labour force in the
manufacturing sector fell by 159,000 among
Canadian-born workers and was partly replenished
by new and recent immigrants (+46,000).

 Between 2019 and 2021, there was a large drop in
the accommodation and food services sector
among Canadian-born workers (-21%) and new
immigrant workers (-31%) as well as in the
agriculture sector among temporary foreign
workers (TFWs) (-29%).
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Skill utilization stable among young Canadian-born workers, but decreased

among recent immigrant workers

Over the 2001 to 2016 period, the percentage of
workers in jobs requiring a university degree stayed
close to 60% among young Canadian-born workers
with at least a bachelor’s degree.

Over this period, the percentage of university-
educated immigrants in high-skill jobs decreased
from 46% to 38% among recent immigrants with a
degree.

Employment growth among young Canadian-born
workers was concentrated in jobs requiring a
university education, while the growth among
recent immigrants with a degree was in jobs not
requiring a university education.

Percentage of workers with at least a bachelor's degree working in jobs requiring a university degree
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Source: Statistics Canada, Census of Population.

For more information: Hou et al. (2019). Recent Trends in Over-education by Immigration Status.
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https://www150.statcan.gc.ca/n1/pub/11f0019m/11f0019m2019024-eng.htm

The employment gap between new immigrants and Canadian-born workers
smallest in a decade

* Since the early 2010s, recent immigrants
experienced faster growth in the Employment rate by immigration status among individuals aged 25 to 54, 2006 to 2021
employment rate than Canadian-born percent
workers—an 8-percentage-point increase
from 2010 to 2021, compared with a 2- 85 Canadian-born
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Steady increase in the initial earnings of new economic immigrants
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Earnings in the first full year rose 39%
among economic immigrants between
the 2010 and 2018 entry cohorts,
driving the trend for all new
immigrants.

Earnings growth was also large among
family class immigrants—27%.

Growth among refugees was 9%.
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The recent improvement in labour market outcomes is partly related to the two-
step selection of economic immigrants

 Among economic principal applicants who
landed in 2020, about 67% worked in Canada
before immigration, an increase from 12% in
2000 and 33% in 2010.

* This increase was related to the expansion of
provincial programs that relied more on TFWs
and the introduction of the Canadian
Experience Class.

 Theincreased reliance on TFWs tended to
improve the economic outcomes of
immigrants.

Percentage of economic principal applicants with pre-landing Canadian work experience
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Source: Statistics Canada, Longitudinal Immigration Database.

For more information: Hou et al. (2020). Two-step Immigration Selection: Recent Trends in
Immigrant Labour Market Outcomes.
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https://www150.statcan.gc.ca/n1/pub/11-626-x/11-626-x2020011-eng.htm

Temporary foreign workers account for a rising share of the employed labour

force

* |n 2019, TFWs accounted for 4.1% of the total
T4 earners in Canada, a large increase from
1.9% in 2010.

* Thereliance on TFWs is particularly high in the
agriculture (15%), the accommodation and food
services (10%) and the administrative and
support, waste remediation management
services (10%) sectors.

* TFWs are also overrepresented in the
professional, scientific, and technical services
sector and in the information and cultural
industries.

For more information: Lu & Hou (2019). Temporary Foreign Workers in the

Canadian Labour Force: Open Versus Employer-specific Work Permits.

The share of temporary foreign workers among all T4 earners, by industry, 2010and 2019
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https://www150.statcan.gc.ca/n1/pub/11-626-x/11-626-x2019016-eng.htm

Higher rate of transition to permanent residency among temporary foreign
workers with lower occupational skills

* From the ea r|y 20005 to ea rly 20105 the Rate of transition to permanent residency by fifth year after receiving the first work permit among
) ) , temporary foreign workers
share of higher-skilled TFWs decreased percent
. 35
from 58% to 44%, while the share of
. . 30
lower-skilled TFWs increased from 32%
25
to 39%.
20
e Higher-skilled TFWs have more 5
pathways to apply for permanent »
residency but have a lower transition ;
rate than lower-skilled TFWs. ,
2000 to 2004 _ 2005 to 2009 . 2010 to 2014
¢ Opportunities and mOtivationS jOintIy BHigher-skilled Permdlnli_:::::-zll-l;lg:;zeﬁr&twnrkpermlt O 5kill level undetermined
determine the tranSition rate. Source: Statistics Canada, Longitudinal Immigration Database and the T4 File.

For more information: Picot et al. (2022). Transition to permanent residency by
lower- and higher-skilled temporary foreign workers.
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https://www150.statcan.gc.ca/n1/pub/36-28-0001/2022001/article/00002-eng.htm

International students have become an important source of labour supply

* Between 2000 and 2019, the number of

Number of international students at the postsecondary education level with T4 earnings, by level of education
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their rising labour force participation rate ...
(from 18% to 50%). 150,000
* The increases were particularly large at e
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Source: Statistics Canada, Longitudinal Immigration Database and T4 file.

participants rose from 3,000 to 173,000.

e The Iargest increased occurred after For more information: Crossman et al. (2022). International students as a source
2015 of labour supply: Engagement in the labour market during the period of study.
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https://www150.statcan.gc.ca/n1/pub/36-28-0001/2021011/article/00001-eng.htm

Many international students transition to permanent residency

* One-third of international students who
arrived in the late 2000s and early 2010s
became permanent residents within 10 years
of being in Canada.

e A declining share is moving directly from
study to permanent residency, and an
increasing share is obtaining a postgraduate
work permit before the transition.

* The transition rate reached 50% for students
at the graduate level and 60% for those with
Canadian work experience.

Cumulative rates of transition to permanent residency among international students
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Source: Statistics Canada, Longitudinal Immigration Database.

For more information: Choi et al. (2021). International students as a source of
labour supply: Transition to permanent residency.
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https://www150.statcan.gc.ca/n1/pub/36-28-0001/2021006/article/00002-eng.htm

Takeaways

* As businesses emerge from the COVID-19 pandemic, healthy immigration flows are essential to
addressing the unmet demand for both high- and low-skilled workers in many sectors. Over the
longer term, higher immigration flows will be critical for (partly) mitigating the impacts of Canada’s
aging population on the labour market.

* The labour market outcomes of recent immigrants improved substantially in the years leading up to
the pandemic. TFWs and international students, both of whom are transitioning to permanent
residency in greater numbers, have become increasingly important sources of labour supply.

* While economic outcomes of recent immigrants have improved, substantial challenges related to
their skill utilization continue to persist (including barriers related to credential recognition).
Addressing these challenges will be key to improving social and economic mobility among
newcomers while enhancing the skills and competitiveness of our workforce.
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