Catalogue no. 36-28-0001
ISSN 2563-8955

Economic and Social Reports

Why have immigrant entry earnings
fluctuated widely in recent years? The
role of immigration selection and
labour-market conditions

by Feng Hou and Nicolas Bastien

Release date: April 22, 2026

1+l

Bwl goisics Seisiove Canada



How to obtain more information

For information about this product or the wide range of services and data available from Statistics Canada, visit our website,

www.statcan.gc.ca.

You can also contact us by

Email at infostats@statcan.gc.ca

Telephone, from Monday to Friday, 8:30 a.m. to 4:30 p.m., at the following numbers:

e Statistical Information Service

¢ National telecommunications device for the hearing impaired

¢ Faxline

Standards of service to the public

Statistics Canada is committed to serving its clients in a prompt,
reliable and courteous manner. To this end, the Agency has
developed standards of service which its employees observe
in serving its clients. To obtain a copy of these service standards,
please contact Statistics Canada toll-free at 1-800-263-1136.
The service standards are also published on www.statcan.gc.ca
under “Contact us” > “Standards of service to the public.”

1-800-263-1136
1-800-363-7629
1-514-283-9350

Note of appreciation

Canada owes the success of its statistical system to a
long-standing partnership between Statistics Canada, the
citizens of Canada, its businesses, governments and other
institutions. Accurate and timely statistical information
could not be produced without their continued co-operation
and goodwill.

Published by authority of the Minister responsible for Statistics Canada
© His Majesty the King in Right of Canada, as represented by the Minister of Industry, 2026
Use of this publication is governed by the Statistics Canada Open Licence Agreement.
An HTML version is also available.

Cette publication est aussi disponible en francais.



https://www.statcan.gc.ca
mailto:infostats%40statcan.gc.ca?subject=
https://www.statcan.gc.ca
https://www.statcan.gc.ca/eng/about/service/standards
https://www.statcan.gc.ca/eng/reference/licence
https://www150.statcan.gc.ca/n1/pub/36-28-0001/2026004/article/00003-eng.htm

Why have immigrant entry earnings
fluctuated widely in recent years? The role
of immigration selection and labour-market
conditions

by Feng Hou @ and Nicolas Bastien

DOI: https://doi.org/10.25318/36280001202600400003-eng

Abstract

In recent years, the entry earnings of newly admitted immigrants to Canada have exhibited substantial
year-to-year fluctuations. Notably, first-year average earnings increased by 21% for the 2020 admission
cohort relative to the previous cohort and by 11% for the 2021 cohort, followed by a 13% decline for the
2022 cohort—despite a continued modest rise in the median wages of all Canadian workers. This article
examines the extent to which these fluctuations reflect changes in immigration selection and broader
labour-market conditions.

Using data from the Longitudinal Immigration Database, the analysis focuses on admission cohorts from
2015 to 2022 and measures earnings (annual wages or salaries) in immigrants’ first full calendar year
after admission. Regression and decomposition analyses are used to assess the relative contributions of
sociodemographic characteristics—including pre-admission Canadian earnings, immigration class,
education, language ability and region of birth—and labour-market conditions, such as industry of
employment, provincial unemployment rates and annual earnings of young Canadian-born workers by
province.

The results show that rapid changes in cohort composition, particularly a large decline in the share of
immigrants with pre-admission Canadian earnings, explain most of the sharp decline in entry earnings
for the 2022 cohort. Changes in labour-market conditions account for a larger share of the yearly change
for earlier cohorts. Once these factors are accounted for, year-to-year fluctuations in entry earnings
largely disappear, with steady growth across cohorts, except for a decline related to the COVID-19
pandemic among the 2019 cohort. These findings highlight the central role of two-step immigration
pathways, changes in immigration selection and labour-market conditions in shaping the early economic
outcomes of immigrants admitted from 2015 to 2022.
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Insights Why have immigrant entry earnings fluctuated widely in recent years?
The role of immigration selection and labour-market conditions

In recent years, Canada has seen large fluctuations in the entry earnings of newly arrived immigrants,
measured in the first full calendar year after their admission. Since the late 2010s, first-year earnings
have risen sharply in some years and fallen just as sharply in others, creating unusually large year-to-
year swings that are not immediately easy to explain. For example, recent Statistics Canada analyses of
the Longitudinal Immigration Database show that the 2020 admission cohort recorded a 21% increase in
real median entry earnings compared with the 2019 cohort. Yet the 2022 cohort experienced an 11%
decline relative to 2021, even as the median wages of all Canadian workers continued to rise slightly
(Statistics Canada, 2025).

Understanding why these swings occur and what drives them is essential, as entry earnings are a key
indicator of whether immigrants can “hit the ground running”; entry earnings are also widely used to
assess the effects of changes in immigration selection (Aydemir & Skuterud, 2005; Hou & Picot, 2016).
They are also one of the strongest predictors of immigrants’ long-term economic outcomes, influencing
career trajectories, family well-being and emigration decisions (Belfi et al., 2021; Picot, Hou & Crossman,
2023; Zhang & Banerjee, 2021).

Earlier research highlights several forces that have shaped newcomers’ entry earnings in recent decades,
including shifts in immigration selection, the rise of two-step immigration (the selection of immigrants from
among temporary foreign workers [TFWs] and international students) and changes in the broader
macroeconomy (Hou & Picot, 2016). In particular, studies identify the increased selection of economic
immigrants from the pool of TFWs, the introduction of the Express Entry system and favourable labour-
market conditions as the key factors behind the improvement in entry earnings during the 2010s (Hou,
2024).

This article examines how changes in immigration selection and labour-market conditions may have
contributed to the volatility in entry earnings among immigrants admitted in the early 2020s (up to the
2022 admission cohort, the latest year for which first-year earnings are available). On the selection side,
by the late 2010s, more than one-third of all new immigrants were selected from former TFWs. This share
surged to 62% in 2021, as international travel restrictions sharply reduced the number of immigrants
selected directly from abroad and temporarily increased the reliance on those already in Canada
(Statistics Canada, 2024). By 2022, however, the share had fallen back to 36% (Hou, 2025), representing
a large and rapid shift in cohort composition.

On the labour-market side, the early 2020s were marked by dramatic macroeconomic disruptions and
recovery. The unemployment rate in Canada decreased from 7.1% in 2016 to 5.7% in 2019, spiked to
9.7% in 2020 during the pandemic, and then fell to historic lows of around 5.3% by 2022 before edging
up slightly in 2023 (Statistics Canada, n.d.). Over the same period, hourly wages continued to grow
(Statistics Canada, 2026). Together, these changes signal an environment in which newly admitted
immigrants faced very different opportunities depending on the timing of their arrival.

By analyzing recent admission cohorts in the context of these structural shifts, this article aims to shed
light on the underlying sources of the large swings in immigrant entry earnings observed since the mid-
2010s. The analysis draws on the Longitudinal Immigration Database, with earnings information available
up to 2023. The next section examines changes in the sociodemographic characteristics of recent
admission cohorts, followed by an analysis of changes in their annual earnings.
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Large changes in the share of immigrants with pre-admission
Canadian earnings

Table 1 summarizes selected sociodemographic characteristics of new immigrant workers with positive
first-year earnings for the 2015 to 2022 admission cohorts.

A maijor shift during this period is the changing share of new immigrant workers with pre-admission
Canadian earnings—a measure of prior work experience in Canada as TFWs (Picot et al., 2022). After
fluctuating between 41% and 49% in the late 2010s, the share of new immigrant workers with pre-
admission Canadian earnings increased to 55% for the 2020 cohort, surged to 75% in 2021 and then fell
back to 51% in 2022 (Table 1). Within this group, the share with high levels of pre-admission earnings
(above the national median earnings of all Canadian workers) rose from below 17% in the late 2010s to
21% in 2020 and 23% in 2021 before dropping to 16% in 2022. These movements highlight both the
growing importance of two-step immigration pathways and the volatility introduced by pandemic-related
disruptions.

These shifts align closely with changes in immigration class composition. The share of new immigrant
workers admitted through the Canadian Experience Class (CEC), a stream that exclusively selects from
skilled TFWs, rose sharply in 2020 and even more in 2021. By 2022, however, the CEC share had
returned to levels observed in the mid-2010s. Other streams, particularly the Provincial Nominee
Program, also selected TFWs, though to a lesser extent (Hou, 2025). Meanwhile, the 2022 cohort
included the largest share of refugees since the mid-2010s.

The early 2020s also saw moderate changes in language profiles, education levels and source-region
composition, although these changes were less pronounced than the shifts in pre-admission Canadian
work experience and program selection.

Taken together, these changes in immigrant characteristics and selection pathways—especially the
substantial variation in pre-admission Canadian earnings, the strongest predictor of entry earnings (Picot
et al., 2022)—likely played a major role in producing the large fluctuations observed across recent
admission cohorts.

Statistics Canada 3 Economic and Social Reports
Catalogue no. 36-28-0001 Vol. 6, no.4, April 2026



Insights
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The role of immigration selection and labour-market conditions

Table 1

Selected sociodemographic characteristics of immigrants who had positive wages or salaries in the first full year after the admission year and

selected labour-market conditions

Admission year

2015 2016 2017 2018 2019 2020 2021 2022
percent
Language profile at admission
Not speaking an official language 8.2 9.3 8.8 7.8 6.1 5.2 3.9 6.1
Other mother tongues, speaking an official language 76.1 74.2 74.8 76.7 79.2 78.6 82.5 79.7
English or French mother tongue 15.7 16.4 16.4 15.4 14.7 16.2 13.7 14.2
Educational level at admission
Not reported 7.1 7.5 11.4 13.4 11.0 11.0 9.6 10.2
High school or less 19.8 22.1 19.0 16.3 16.2 14.2 11.9 16.9
Some postsecondary education 13.8 13.3 12.6 11.6 12.0 12.0 15.8 13.9
Bachelor's degree 40.7 38.7 38.8 37.3 38.1 38.1 42.3 35.0
Graduate degree 18.7 18.4 18.2 21.4 22.7 24.7 20.4 24.0
Immigration class
Federal Skilled Worker Program 14.0 13.0 8.0 14.2 16.3 13.9 1.9 9.4
Provincial Nominee Program 19.9 18.7 19.2 21.9 23.3 23.1 13.4 21.3
Canadian Experience Class 9.6 8.3 15.7 12.0 13.3 19.2 38.8 8.3
Other economic classes 24.1 20.1 20.8 16.5 11.6 10.1 17.3 28.0
Family class 23.1 26.6 25.5 24.7 24.5 23.2 16.7 18.6
Refugees 7.7 11.7 9.5 9.6 9.8 9.1 9.6 12.2
Others 1.7 1.5 1.3 1.2 1.2 1.5 2.3 2.2
Region of birth
United States 2.1 2.4 2.6 2.4 2.2 2.3 1.6 1.4
Caribbean and Central and South America 8.3 8.8 8.5 8.4 8.4 9.6 10.1 9.3
Europe 12.6 13.3 12.0 10.7 10.1 11.5 10.5 9.2
Africa 10.2 12.2 12.5 14.7 16.2 16.3 12.8 20.6
Southern Asia 22.4 21.5 26.1 29.6 33.5 32.7 39.9 34.2
Southeast Asia 27.6 22.3 20.7 16.2 12.7 9.3 7.3 8.4
Eastern Asia 7.7 8.7 9.9 9.7 9.5 9.9 10.3 7.5
Western Asia 7.8 9.6 6.5 7.0 6.3 7.1 6.5 9.0
Oceania and others 1.3 1.3 1.3 1.3 1.3 1.3 1.0 0.6
Pre-admission Canadian earnings
No 56.4 58.8 51.5 54.1 54.1 44.9 25.0 49.1
More than 0 to half of national median 8.8 8.5 10.1 10.7 10.1 11.1 16.9 10.8
More than half of national median to national median 20.3 17.3 21.2 20.1 20.2 22.6 34.9 24.3
More than national median 14.6 15.4 17.2 15.2 15.6 21.4 23.2 15.8
Labour market conditions in the first full year after admission
National unemployment rate 7.1 6.4 5.8 5.7 9.7 7.5 5.3 5.4
2023 constant dollars
Median annual earnings of Canadian-born workers aged 20 to 29 27,700 28,600 30,200 30,600 28,800 31,400 32,000 32,500
Median annual earnings of new immigrants in the first full year after admission 31,100 31,400 35,600 37,000 34,500 41,900 44,600 40,000

Note: Earnings are rounded to the nearest 100.

Source: Statistics Canada, Longitudinal Immigration Database, 2024.
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The decline in the share of immigrants with pre-admission
Canadian earnings explains the entry earnings drop of the 2022
admission cohort

Chart 1 presents the observed and adjusted percentage changes in first-year earnings between adjacent
cohorts. These changes are derived from differences in log annual earnings (annual wages or salaries)."
The adjusted estimates come from a regression model controlling for sociodemographic characteristics
(gender, age at admission, official languages, education, immigration class, detailed region of birth, pre-
admission Canadian earnings and province of residence). The model also controls for three measures of
labour-market conditions in the first full year following admission: (1) industry of employment (two-digit
North American Industry Classification System code) of immigrant workers, capturing sectoral demand
for new immigrants; (2) median annual earnings of Canadian-born workers aged 20 to 29 by province,
reflecting broader labour-market conditions for new entrants; and (3) provincial unemployment rates (Hou
& Picot, 2014).

The observed changes in average log earnings closely match the median earnings patterns reported in
Table 1. The results show a strong increase for the 2017 cohort (+15%), followed by a decline for the
2019 cohort (-9%). Large increases appear for the 2020 (+21%) and 2021 (+11%) cohorts, before a
substantial drop for the 2022 cohort (-13%).

Chart 1

Observed and adjusted changes in first-year earnings of new immigrants relative to the previous admission
cohort
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Source: Statistics Canada, Longitudinal Immigration Database, 2024,

After adjusting for changes in immigrant characteristics and labour-market conditions, the decline in entry
earnings for the 2022 cohort is reversed to a small increase. This implies that, without these shifts in
immigrant composition and labour-market conditions, the 2022 cohort would have experienced a small
increase rather than a sharp decline relative to the 2021 cohort. Decomposition analysis indicates that
the reduction in the share of new immigrant workers with pre-admission Canadian earnings alone
accounts for 87% of the observed decrease (Chart 2).

1. The percentage change is calculated as p = 100*(exponential (differences in log earnings)-1).
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Chart 2

Contributions of immigrant characteristics and labour-market conditions to changes in entry
earnings between the 2021 and 2022 admission cohorts

Provincial unemployment rate

Industry distribution

Earnings of young Canadian-born workers
Pre-admission Canadian earnings
Province of residence

Source region

Immigration class
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Language
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Total chanage in entry earnings
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Note: A positive value indicates that changes in the factor were associated with an increase in earnings between cohorts, while a neagative value
indicates that changes in the factor were associated with a decrease in earnings.
Source: Statistics Canada, Longitudinal Immigration Database, 2024,

Changes in immigrant characteristics and labour-market conditions also explain a sizable share of the
large changes observed in entry earnings for the 2017, 2019, 2020 and 2021 cohorts. They account for
67% of the increase for the 2017 cohort, 72% of the decrease for the 2019 cohort, 81% of the increase
for the 2020 cohort and 63% of the increase for the 2021 cohort. The 2016 and 2018 cohorts experienced
relatively small increases in entry earnings, and changes in immigrant characteristics and labour-market
conditions together explained little of the observed growth.

Decomposition results further show that, for the 2021 cohort, changes in the share of immigrants with
pre-admission Canadian earnings and other sociodemographic characteristics account for 37% of the
observed increase, with the positive effect of the rising share with pre-admission Canadian earnings
partially offset by changes in other sociodemographic characteristics. Meanwhile, changes in labour-

market conditions account for 26% (Chart 3).2

2. This is related to improved labour-market conditions for new entrants, as the median annual earnings of young Canadian-
born workers increased 1.6%, and a decrease in the national unemployment rate from 7.5% to 5.3%.
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Chart 3

Contributions of immigrant characteristics and labour-market conditions to changes in entry
earnings between the 2020 and 2021 admission cohorts
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Note: A positive value indicates that changes in the factor were associated with an increase in earnings between cohorts, while a negative value
indicates that changes in the factor were associated with a decrease in earnings.
Source: Statistics Canada, Longitudinal Immigration Database, 2024,

For the 2017, 2019 and 2020 cohorts, changes in labour-market conditions® played a larger role than
sociodemographic characteristics in explaining the observed changes in entry earnings. For example,
the 2020 cohort experienced the largest increase in entry earnings among the cohorts studied. Changes
in labour-market conditions account for 51% of the increase,* while changes in immigrant characteristics
(primarily the rise in the share of immigrants with pre-admission Canadian earnings) account for 30%,
with the remaining 19% attributable to other factors not examined in this study (Chart 4).

3. From 2016 to 2023, the median annual earnings of young Canadian-born workers increased by an average of 2% per year.
Growth was especially strong in 2018 (+5%) and 2021 (+9%), while 2020 saw a notable decline of 7% during the pandemic.
Over the same period, the sectoral distribution of new immigrant workers shifted toward higher-paying industries. The share
employed in lower-paying sectors—such as accommodation and food services (declining from 15% to 8%); administrative
and support, waste management and remediation services (from 12% to 9%); and retail trade (from 12% to 10%)—fell
steadily. Conversely, a larger proportion found jobs in professional, scientific and technical services (rising from 8% to 11%);
health care and social assistance (from 6% to 9%); and transportation and warehousing (from 3% to 6%).

4. The first full calendar year for the 2020 cohort is 2021, a year in which the national employment rate declined by 2.2
percentage points, while annual earnings among Canadian-born workers aged 20 to 29 increased by 9% relative to 2020
(Table 1).
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Chart 4
Contributions of immigrant characteristics and labour-market conditions to changes in entry

earnings between the 2019 and 2020 admission cohorts
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Note: A positive value indicates that changes in the factor were associated with an increase in earnings between cohorts, while a negative value
indicates that changes in the factor were associated with a decrease in earnings.
Source: Statistics Canada, Lengitudinal Immigration Database, 2024.

For the 2019 cohort, which experienced a 9% decline in entry earnings relative to the 2018 cohort, the
first full calendar year in Canada coincided with the onset of the COVID-19 pandemic in 2020, when the
national unemployment rate increased from 5.7% to 9.7% and annual earnings among Canadian-born
workers aged 20 to 29 declined by 6%. Changes in labour-market conditions account for the majority
(92%) of the decline in entry earnings, while changes in certain immigrant characteristics, primarily
immigration class, pre-admission Canadian earnings and province of residence, partially offset this
decline (Chart 5).

Chart 5
Contributions of immigrant characteristics and labour-market conditions to changes in entry

earnings between the 2018 and 2019 admission cohorts
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Note: A positive value indicates that changes in the factor were associated with an increase in earnings between cohorts, while a negative value

indicates that changes in the factor were asscciated with a decrease in earnings.
Source: Statistics Canada, Longitudinal Immigration Database, 2024,
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Conclusion

The large fluctuations in immigrants’ entry earnings since the mid-2010s can be traced primarily to two
factors: rapid changes in the composition of incoming cohorts and major shifts in labour-market conditions
during the pandemic and recovery. The analysis shows that annual variations in the share of new
immigrant workers with pre-admission Canadian earnings were the central driver behind the sharp drop
in entry earnings for the 2022 cohort, while changes in labour-market conditions explain more of the
variation for earlier cohorts. Once immigration selection and labour-market conditions are accounted for,
year-to-year fluctuations in immigrants’ entry earnings largely disappear, with moderate growth across
most cohorts and a COVID-19-related decline among the 2019 cohort. These findings highlight the extent
to which Canada’s two-step immigration pathways shape newcomers’ early labour-market outcomes. As
selection policies and labour-market conditions continue to evolve, monitoring these patterns will be
essential for understanding and improving the economic integration of future immigrants.
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