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ABSTRACT

This dissertation studies the assimilation of immigrants into the labor markets
of the United States and Israel. | examine several aspects of immigrant assimilation,
in particular: the earnings differentials that exist between immigrants and native-born
workers with similar demographic and skill characteristics; the rate at which those
differentials diminish with time since migration; the factors that speed or slow the
process of assimilation; the transferability of origin-country human capital; the effect
of an immigrant’s age at arrival on his labor market performance; the importance of
language skills for earnings; and potential changes in the labor market performance of
successive immigrant cohorts.

Chapter One studies immigrants in Israel. Using data from the 1983 Israeli
Census, | measure the extent to which the education that immigrants accumulated in
their countries of origin is transferable into earnings potential in Israel. The return to
schooling obtained abroad is found to be higher for Ashkenazi immigrants than for
Sephardi immigrants. Sephardi-scurce education receives a lower return than
education obtained in Israel, wkile Western-source education actually earns a higher
return. These patterns probably reflect differences in school quality across countries
of origin and the compatibility of education received abroad with skill iequirements in
the Israeli labor market. However, these results could also be due to a lesser degree
of discrimination between Ashkenazi and Sephardi immigrant workers at low levels of
education than at high levels.

While the direct return to a year of schooling in Israel is estimated to be higher
for natives than for immigrants, education obtained in Israel appears to significantly
raise the return to schooling acquired abroad for Sephardis, with weaker effects for
Ashkenazis. This is consistent with the idea that Israeli schooling enables a worker to
translate the human capital he accumulated in his country of origin into terms
rewarded in the Israeli labor market, suggesting a role for policies which encourage
immigrants to obtain further training after arrival. However, this result could also be
due to positive self-selection in educational attainment following migration. Finally,
with the possible exception of Western immigrants, more highly educated immigrants
do not appear to assimilate more quickly than others in Israel.

Imperfect human capital transferability is one reason to expect people who
migrate later in life to experience more difficulty assimilating than people who migrate
while still young. In Chapter Two, | analyze the importance of age at arrival for the
labor market performance of immigrants in the United States. Using microdata from
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the 1970 and 1980 U.S. Censuses, | measure the impact of the age at which an
immigrant arrived in the country on his earnings, relative to otherwise comparable
natives, and on the rate at which his relative earnings rise with time since arrival. |
find that age at arrival has a large negative effect on immigrant earnings. For example,
| find that an immigrant who arrived in the United States at age thirty is atan 11.6%
earnings disadvantage, relative to an otherwise comparable immigrant who arrived at
age ten. Arriving at a young age thus confers benefits similar in magnitude to the
premium associated with immigrating from Western Europe, rather than from Latin
Ametican.

The key insight of this chapter is that, among labor torce participants, there is
a spurious negative correlation between age at arrival and years since arrival, due to
truncation bias. This is because, among immigrants who have been in the United
States for many years, those who immigrated later in life have already retired and are
no longer in a sample of working people. Similarly, among recent arrivals, those who
arrived as children have not yet joined the labor force, and thus are also excluded from
a sample of working people. Since age at arrival has an adverse effect on immigrant
earnings, previous studies that do not correct for this factor necessarily overstate the
relative earnings gain that immigrants experience with time since migration.

Taking into account age at arrival, | find that the rate at which the earnings of
immigrants catch up to those of comparable natives with years since arrival is lower
than uncorrected estimates would indicate. In addition, corrected estimates of cohort
effects on earnings show no common pattern of decline in the skill-corrected quality
(e.g., ability, motivation, or other unobserved characteristics) of recent cohorts of
immigrants to the United States, as uncorrected estimates would suggest.

Chapter Three analyzes the factors that underlie the negative effect of age at
arrival on immigrant labor market performance. The chapter evaluates two
explanations for this effect: 1) Younger people are better able to learn a second
language than are older people, and English language proficiency is an important
determinant of earnings in the United States. 2) For a given level of schooling, the
later in life an individual migrates, the greater is the fraction of his schooling acquired
outside the United States. Since education acquired abroad receives a lower return in
the U.S. labor market than that acquired domestically, this will lead to lower earnings
for older migrants.

Using microdata from the 1980 U.S. Census and the 1976 Survey of Income
and Education to decompose the measured effect of age at arrival found in Chapter
Two, | conclude that as much as one-third of that effect is due to fact that much of
older immigrants’ education was acquired abroad. An additional 20-35% can be
attributed to the higher level of English language proficiency of younger immigrants.
The residual effect of age at arrival is hypothesized to be due to the greater general
adaptibility of younger people and to differential selectivity among adult and child
immigrants.

Thesis Supervisor: Dr. Henry S. Farber
Title: Professor of Economics
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INTRODUCTION

Immigrants comprise a large fraction of the labor force in the United States.
Currently, approximately one out of ten workers in this country is foreign-born. That
number is even higher among the less educated: one fifth of workers with less than
a high school education are immigrants.' In addition, the rate of immigration to the
United States is growing. Recent changes in immigration law have increased the
number of immigrants to be admitted into the country each year by 25%.

In Israel, immigration is even more central to the labor market. Fully half of the
country’s population was born abroad, with those immigrants coming from a wide
variety of countries of origin. The current mass migration of Jews from the former
Soviet Union has made the question of immigrant assimilation the most important
domestic policy issue in Israel today.

Indeed, in many countries, immigration has recently become a subject of great
importance. The economic and social impact of the many guestworkers in Western
Europe is currently the subject of a great deal of political controversy. The war in the
former Yugoslavia and the politically and economically volatile situation in the former
Soviet bloc could potentially result in enormous flows of refugees across borders. All
of these have made immigration a central political and economic issue throughout
Europe.

Because of the magnitude of international migration flows, it is important for
economists and policymakers to understand the factors that determine the successful
integration of immigrants into the receiving labor market.

When immigrants first arrive in a new country, they lack many skills important

! Borjas, Freeman, and Katz, 1992.



in the labor market. The education, training, and labor market experience they have
were acquired in another country and may not transfer well to their host country.
They may not speak the language of their new country. In general, they lack many
types of country-specific human capital. Because of these deficits, newly arrived
immigrants may earn less than natives who have comparable skill and demographic
characterics. With time, the immigrants may learn to adapt to conditions in their host
country, dctermine how to best apply the skills they have in their new country,
improve their language proficiency, become better informed about about domestic
institutions, and gain other country-specific human capital. To the extent that this
happens, their earnings should converge toward those of comparable natives.?
There is a perennial debate in the United States about the extent to which
immigrants successfully assimilate. This debate takes place, not only among social
scientists, but among policymakers, in the media, and in public opinion. Supporters
of tight restrictions on immigration assert that immigrants are overwhelmingly fow-
skilled people, with iow employment rates, low earnings, and high welfare dependence
rates. Immigrants are thought to constitute a long-term burden on the social welfare
system and to contribute little to the country’s well-being. At the other extreme are
the supporters of "open door" immigration policy. Apart from humanitarian
considerations, their view is based on the belief that, after a relatively short adjustrnent
period, immigrants become highly productive members of society, outperforming

natives of comparable skill levels, rejuvenating depressed areas through their

2 Earlier work on this subject found that immigrants in the United States eventually

overtake comparable natives, in terms of earnings. This result was attributed to positive self-
selection arnong immigrants (see Chiswick, 1978). This finding is refuted by Borjas (1985).
This issue is discussed in detail in Chapter Two.
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entreprenurial initiative, and payi’ @ more in taxes than they consume in government
provided services.

In this dissertation, | study the extent and determinants of immigrants’
assimilation into the labor markets of the United States and Israel. | examine several
aspects of immigrant assimilation, including: the degree to which immigrant earnings
are comparable to the earnings of natives with similar demographic and skill
characteristics; the rate at which the earnings gap between immigrants and natives
narrows with time since migration (i.e., Is the gap ever eliminated? How fong does it
take to close it?); the factors that speed or slow the process of assimilation; the
transferability of origin-country human capital; the effect of an immigrant’s age at
arrival on his labor market performance; the importance of language skills for earnings;
and whether there have been changes in the labor market performance of' successive
immigrant cohorts.

The first chapter of this dissertation begins this analysis with an examination
of immigrants in Israel. The chapter documents the earnings differentials that exist
betweenimmigrants and native-born Israelis and how this differential varies by country
of origin. The focus of the chapter is the extent to which the human capital that
immigrants accumulated in their origin countries is of value in Israel. In particular, |
measure the degree to which schooling obtained abroad is transferable into earnings
potential in Israel, and how that varies by country ~f origin, education level, and
configuration of schooling. A related question is the relative value to immigrants of
acquiring human capital after immigrating.

The answers to these questions are found by making four compa'risons: the

return to Israeli schooling for immigrants versus natives; the return to Israeli varsus
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foreign schooling for immigrants; the interaction of Israeli and foreign schooling for
immigrants; and the differences in the assimilation rates of more and less educated
immigrants. The chapter also examines whether these returns depend on the particular
configuration of educational attainment, in terms of level and source.

Using data from the Israeli Census, | find that the direct return to a year of
schooling in Israel is higher for natives than for immigrants, regardless of country of
origin, in most of the analysis. The greater return received by natives is consistent
with the argument that their language and other country-specific skills enable them to
get more out of a year of schooling in Israel than do immigrants. It also argues against
the hypothesis that immigrants would benefit more than natives from attending school
in Israel because, in addition to gaining the human capital usually associated with
schooling, being in school might enable immigrants to learn about Israeli institutions
and "ways of doing things" more completely than they would out of school.

The return to education obtained abroad is found to be higher for Ashkenazi
immigrants than for Sephardi immigrants. Sephardi-source education receives a lower
return than education obtained in Israel, while Western-source education ac'tually earns
a higher return. These patterns probably reflect differences in school quality across
countries of origin and the extent to which foreign schooling is well matched to the
needs of the Israeli labor market. However, these results could also be due to a lesser
degree of discrimination between Ashkenazi and Sephardi immigrant workers at low
levels of education than at high levels. Care must be taken in interpreting the changes
in these estimates when they are made net or inclusive of the assimilation which
accompanies years since immigration.

Education obtained in Israel is found to significantly raise the return to schooling
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acquired abroad for Sephardis, with weaker effects for Ashkenazis. This is consistent
with the idea that destination country schooling allows an individual to translate the
human capital he accumulated in his country of origin into terms rewarded in the
destination labor market. This finding suggests a potential role for policies which
encourage immigrants to obtain further training after immigration, although further
work would be needed to disentangle the treatment effect of obtaining schooling in
Israel from the issue self-selection in educational attainment which usually troubles
studies of the return to schooling.

Finally, with the possible exception of immigrants from Western Eufope and the
Americas, there is no evidence of faster assimilation rates for more highly educated
immigrants. Equivalently, the return to origin-country schooling does not generally rise
with time in Israel.

The results of this first chapter lead to a natural question, which is whether the
measured benefit of obtaining schooling in Israel rather than abroad might be picking
up a different but related effect. Immigrants who attend school in the origin country
rather than the destination country are, on average, older upon migration than
immigrants who complete all their schooling after arrival. For many reasons, one might
believe that immigrants who arrive later in life experience more difficulty assimilating
than immigrants who migrate while still young.

In Chapter Two, | analyze the importance of age at arrival for the labor market
performance of immigrants in the United States. Using data from the Public Use
Microdata Samples of the 1970 and 1980 U.S. Censuses, | measur: the impact of the
age at which an immigrant arrived in the country on his earnings, relative to otherwise

comparable natives, and on the rate at which his relative earnings rise with time since
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arrival. | demonstrate that age at arrival has a large negative effect on immigrant
earnings. Holding constant other factors, immigrants who arrive at olde‘r ages earn
significantly less at every stage of their assimilation paths than do their younger arrival-
age counterparts. For example, | find that an immigrant who arrived in the United
States at age thirty is at an 11.6% earnings disadvantage, relative to an otherwise
comparable immigrant who arrived at age ten. Arriving at a young age thus confers
benefits similar in rnagnitude to the premium associated with immigrating from a
European country, rather than from a Latin American country.

One of the key insights of this paper is that, among labor force participants,
there is a spurious negative correlation between age at arrival and years since arrival,
due to truncation bias. This is because, among immigrants who have been in the
United States for many years, those who immigrated later in life have already retired
and are no longer in a sample of working people. Similarly, among immigrants who
have been in the country only a few years, those who arrived as children have not yet
joined the labor force, and thus are also excluded from a sample of working people.
Since age at arrival has an adverse effect on immigrant earnings, previous studies that
do not correct for this factor necessarily overstate the relative earnings gain tnat
immigrants experience with time since migration.

Taking into account age at immigration, | present corrected estimates of the
rate at which the earnings of immigrants catch up to those of comparable natives with
years since arrival. | find that the rate of earnings convergence is lower than
uncorrected estimates would indicate, particularly for those who immigrated at a
young age.

Finally, in contrast to the general decline in cohort quality indicated by

13



uncorrected estimates, once age at arrival is taken into account, there does not appear
to be a common pattern of decline in the skill-corrected quality (e.g., ability,
motivation, or other unobserved characteristics) of recent cohorts of immigrants to the
United States. While | do find a quality decline for certain groups, there is no evidence
of a decline among recent Mexican or East Asian immigrants.

While Chapter Two clearly establishes that there is a large premium associated
with immigrating at a younger age, it leaves open the question of what that premium
is due to. In Chapter Three, | look more closely at the factors behind the effect of age
at arrival shown in the second chapter. The chapter examines two explanations for
this effect: 1) Younger people are better able to learn a second language than are
older people, and English language proficiency is animportant determinant of earnings.
2) For a given level of schooling, the later in life an individual migrates, the greater is
the fraction of his schooling acquired outside the United States. Since education
acquired abroad receives a lower return in the U.S. labor market than that acquired
domestically, this will lead to lower earnings for older migrants.

To maintain comparibility with Chapter Two, this chapter uses microdata from
the 1980 U.S. Census. It also uses data from the 1976 Survey of Income and
Education, to take advantage of the superior information on language skills and origin-
country schooling available in that dataset. Decomposing the measured effect of age
at arrival found in Chapter Two, | conclude that as much as one-third of that effect is
due to fact that much of older immigrants’ education was acquired abroad. An
additional 20-35% can be attributed to the higher level of English language proficiency
of younger immigrants. The residual effect of age at arrival is hypothesized to be due

to the greater general adaptibility of younger people and to differential selectivity
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among adult and child immigrants. To the extent that there is selection in immigration,
the selection process applies to the adults who need to qualify to enter the United
States and who make the decision to migrate, based on their economic proospects.
The children they bring with them are not subject to this selection pirocess, se as long
as unobservable characteristics are not perfectly transmitted from parent to child, the
extent of selection among children will be weaker. This would lead, in the case of
immigrant groups who are negatively selected, to a negative measured effect of age
at arrival, which captures the children’s regression to the mean. This reasoning also
explains the apparent anomoly of a positive effect of age at arrival found for
immigrants from Western European-- a group often thought t. be positively self-
selected.

The final section of the dissertation offers some overall conclusions that can be
drawn from these findings about the labor market assimilation of immigrants. It also

proposes directions for future research.
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HAPTER ONE

You Can’t Tak2 it With You?:

Immigration and the Returns to Human Capital:
Evidence From Israel
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l. Introduction

With as many as one million Russian immigrants expected to arrive in Israel over
the next five years, the question of immigrant assimilation is currently the most
important domestic policy issue in Israel. In Western Europe, the large number of
guestworkers and the potentially enormous flows of people across borders resulting
from the recent political changes in Eastern Europe and the former Soviet Union have
made addressing issues of immigration and workforce assimilation a very high policy
priority there as well.

An important determinant of the economic success of immigrants is the extent
to which the human capital they accumulated in their origin countries is of value in
their destination country, or the "transferability” of their origin country human capital.
A related question is the relative value to immigrants of acquiring human capital after
immigrating. Understanding these two factors is important for predicting how
successfully new immigrants will be integrated into the receiving labor market and
therefore what their impact on natives may be. |

How much of the skills that immigrants bring with them is transferable into
earnings potential in the destination country? How does that vary by country of origin
and skill level? What are the benefits to immigrants of additional human capital
accumulation in their destination country? What factors affect the speed of labor
market assimilation? And finally, what policies might facilitate this absorption?

Aside from its specific implications for Israel, the analysis here may shed light
on this set of questions more generally. The Israeli case provides a rich and varied
pool of immigrants tc observe. They come from a wide range of countries and with

vastly different educational and occupational backgrounds.
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This paper documents the facts concerning the returns to human capital among
immigrants to Israel, using years of schooling as an index of human capital. In the
following section, | discuss in more detail the questions to be addressed in the paper.
The third section lays out some basic facts about the Israeli labor market and describes
the data used. Section four examines the effects of immigrant status, continent of
origin, and years since immigration on earnings. In the fifth section, | look at the
return to schooling obtained in the country of origin and in Israel. | examine the effect
that previous schooling has on earnings, and whether more highly educated immigrants
have faster assimilation rates. The final section summarizes and offers some directions

for further research.

Il. Immigration and the Returns to Human Capital

This paper is about the returns that immigrants receive to human capital
obtained abroad and in Israel, and how those returns compare to those received by
native Israelis. Throughout the paper, | use years of schooling as the measure of
human capital. | focus on four parameters: 1) the return to foreign schooling for
immigrants (both the level and changes in the level with time since migration); 2) the
return to Israeli schooling for immigrants; 3) the return to Israeli schooling for natives;
and 4) the interaction of foreign schooling and Israeli schooling for immigrants.

The first question is the transferability of the education immigrants obtained in
their countries of origin, that is, the extent to which that human capital is valued in
israel. This may differ across origin groups for two major reasons. The first is the

quality of the schooling obtained abroad. This depends on the country in which is was
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acquired. Westerners, for example, might be expected to receive a higher return to
their previous schooling than those from less developed countries because Western
schooling is generally considered to be of higher quality. In particular, though, it is the
"fit" between the training received abroad and the Israeli labor market that is
important. This match quality is the second major factor affecting transferability.
Immigrants from countries with economies more similar to Israel’s received training
which is probably better matched to the needs of the Israeli labor market. Even within
country of origin, the level and type of education is likely to be important for
transferability. For example, primary school might transfer well for many origin groups,
while law school might not, because of its institutional specificity.

The return to schooling received abroad may also rise with years since
immigration. We might expect the earnings of highly educated immigrants and less
educated immigrants to be compressed upon their arrival to Israel, with both groups
working in low skill jobs that require little language proficiency or other country-
specific human capital. As the immigrants gain country-specific human capital (i.e.,
improve their Hebrew, learn how best to apply their previously acquired skills in the
Israeli labor market, learn about job opportunities in their fields, etc.) they might sort
themselves into more differentiated occupations, resuiting in a rise in the education
differential for with time since migration.

When immigrants first arrive in a new country, they are at a disadvantage in the
labor market, relative to natives with comparable skill and demographic characteristics.
This is likely to be because natives have many country-specific skills and information
that immigrants do not. As the immigrants spend time in the country and begin to

acquire this country-specific knowledge, their labor market performance may be
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expected to improve, relative to their native counterparts. The rate at which the
earnings gap between immigrants and natives narrows with years since migration is
what | will refer to as the "assimilation rate”. A rise with years since migration in the
return to previously acquired schooling is thus definitionally equivalent 'to a higher
assimilation rate for more educated immigrants, the group which stands to gain the
most upward mobility as the result of a learning period.

In addition to education acquired abroad, education received in Israel is an
important aspect of the human capital story for immigrants as well. Twenty-eight
percent of the immigrants in the sample used received all of their schooling in Israel
and fifteen percent attended school both before and after immigration. The return to
Israeli schooling for immigrants may differ from the return received by natives. On the
one hand, natives have the language and other skills that might enable them to get
more out of a given year of schooling in Israel. On the other hand, attending school
in Israel may speed the social assimilation process for immigrants. If, in-addition to
providing them with the human ceapital usually associated with schooling, school
enables immigrants to learn about Israeli institutions, language, and society more
rapidly and completely than they would out of school, then the return to Israeli
schooling might be higher for immigrants than for natives.

A second interesting effect of Israeli schooling on immigrants is that it may help
them to translate their foreign human capital into Israeli terms. Attending school in
Israel may aid in the transferability of an immigrant’s human capital through teaching
him very concrete things, like the language proficiency needed to literally "translate"
his skills, as well as less easily measured things, such as knowledge of Israeli "ways

of doing things" and institutional peculiarities. These tools and information may enable
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immigrants to better apply their previously acquired skills in the new labor market
setting. Especially for itnmigrants who come with skills or education not very well
matched to Israel, attending school in Israel may be invaluable in teaching .them to use
that knowledge in ways rewarded in the Israeli labor market, information which would
be very difficult to get without further formal training. In terms of estimated
parameters, this indirect effect of Israeli schooling would be seen below in a higher
return to an immigrant’s foreign schooling when it has been followed by schocling in

Israel.

Illl. Data

The data used in this analysis are taken from the 1983 Israeli census. The
entire dataset contains about 470,000 individuals, approximately one-tenth of the
population. All Israeli citizens-- Jewse, Arabs, and others-- are included. This covers
virtually all people living in Israel proper, as well as Israeli citizens living in the West
Bank and Gaza Strip, who represent 2% of the population.

Only male immigrants are included in this study. This 1s to facilitate
comparisons with results from the literature on immigration to the United States,
which focusses primarily on male immigrants. For security reasons, men between the
ages of 18 to 24 are coded as age 21 in the public-use files of the census microdata.
This censoring generates difficulties in calculating many key variables used in the
analysis, such as years since migration. | therefore limit the sample to men between
the ages of 25 and 65.

Only workers who are salaried, full-time, and do not work in agriculture are
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included in the sample. | exciude all students, kibbutz and collective members, and
self-employed workers. Arabs are also excluded from the sample, since | do not wish
to focus on Jewish-Arab differences in the labor market in this paper, and these
differences alone would require careful separate analysis. Finally, only those reporting
earnings of between 5,000 and 500,000 shekels ner month are kept (approximately
$150-$15,000)°. After these cuts, there are 54,175 individuals in the sample.

I then divide the population into five groups. Natives represent only 34% of the
total sample. Immigrants are classified into four continent-of-origin groups:

1) "Western"-- primarily Western Europe and the Americas

2) "Eastern Europe"

3) "USSR"

4) "Sephardi"-- Africa and Asia
The countries included under each heading are listed in an appendix. Table One shows
the breakdown of immigrants into the four continent groups, as well as the major
countries of origin. Half of the immigrants are Sephardi (African and Asian) and half
are Ashkenazi (of European descent), the two broad Jewish ethnic groups. Almost
half of all immigrants are from the USSR, Morocco, or Romania, with the remainder
distributed over a wide range of countries.

The mean characteristics of the sample are presented in Table Two. The mean
age of immigrants is 45.6, eleven years older than the average native. The typical
immigrant came to Israel in 1956 and was 19 years old upon arrival, t;ut 15% of

Soviet immigrants have been in Israel for only five years or fewer.

3 Approximately 10% of the sample had zero income. Anather 3% had income below
5,000 shekels and .1% had income over 500,000 shekels.
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Mean monthly earnings for this sample are about $1,400. Information is
available on hours worked per week, but as many people appear to have reported
hours per month instead, creating an hourly wage variable introduces more noise than
signal to the data. | thus use the monthly earnings measure in all of the analysis
below.

Table Three contains detailed information on schooling for the five broad origin
groups. The average years of completed schooling among native Israelisis 12.3 years.
This figure is highest for Western immigrants (14.1 years) and lowest for Sephardi
immigrants (9.4 years). A third of the Sephardis have only attended primary school,
but over one-third of native Israelis and over half of the Western immigrants have had

some post-secondary education.

IV. Empirical Results: Immigration and Earnings

It is instructive to begin the analysis with a standard human capital earnings
function to see the basic relationships in the Israeli data and compare them to the
standard results obtained for the United States. This is done in the first column of
Table Four. The dependent variabie in this and all the tables that follow is the log of
monthly shekel earnings. The right hand side variables in this specification include
marital status, potential labor market experience and its square, and years of
completed schooling. It should be noted that the standard constructed "potential labor
market experience” variable, i.e. age minus education minus a constant, may be less
close to actual labor market experience in Israel than it is in the United States, due to

variations in the length of army service in Israel.
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The resuits in column one show a premium of about 19% to being married. The
return to experience (evaluated at 45 years of age and 12 years of schooling) is
approximately 2.2% per year. The return to schooling is about 7.8% per year. Itis
interesting to note that all of these coefficients are quite close to standard estimates
of these parameters found in U.S. data. Adding industry and occupation dummies
does not appreciably change any of the coefficients, except of course Igwering the
return to schooling. For the remainder of this paper, | do not correct for industry and
occupation in the earnings regressions. This is because | wish to include earnings
gains associated with rising occupational status as part of the earnings growth
immigrants experience as they assimilate.*

Turning to immigration, the basic earnings equation is modified in column (2)
of Table Four by the addition of immigrant status, years since immigration, and its
square. Since this regression holds years since arrival constant, the immigrant status
dummy measures the earnings disadvantage, relative to an otherwise comparable
native, of a newly arrived immigrant. The "years since arrival" variable captures the

rate at which that gap is reduced as immigrants assimilate into the labor market.®

“ In regressions not reported here, correcting for the same set of observable characteristics
and including a dummy for the ability to speak Hebrew, Israeli Arabs were found to earn
approximately one-third less than Israeli Jews. This differential shrank only slightly when one-
digit occupation and industry controls were added. It would be interesting to further
investigate this earnings differential to see how it differs by education group and by sex, and
to see the effect of finer occupation and industry controls. In other results not reported here,
women were found to earn 25% less than men, not correcting for industry or occupation.

® It should be noted that since these data are from a single cross-section, aging and cohort
effects cannot be separately estimated in them. This means that the measured effect of time
variables could be due to assimilation or to earlier cohorts being of higher quality (see Borjas,
1985) or experiencing less discrimination than more recent cohorts of immigrants of that ethnic
group. In contrast to the case of the United States, in Israel there is no independent evidence
suggesting a strong systematic cohort effect in either direction. | thus discuss the impact of
years in Israel as an assimilation effect, subject to this qualification, which could be explicitly
addressed in future work by using multiple cross-sections.

24



Column (2) shows that, upon arrival in Israel, the average immigrant earns
about one-third less than a native Israeli with the same observable characteristics.
This earnings gap diminishes over time, but is eliminated altogether only after about
35 years.

In column (3), | allow earnings at arrival to differ among continent of origin
groups, while restricting the effect of years since arrivai to be the same for all groups.
This yields the result that among immigrants, holding schooling and experience
constant, Westerners earn 31.9% less than natives upon arrival, Eastern Europeans
36.8% less, Soviets 35.8% less, and Sephardis 49.8% less.

When the effect of years since immigration is allowed to vary by origin as well,
the result is the set of relative earnings profiles plotted in Figure One. Westerners start
out at the highest level of all immigrant groups, with Eastern European and Soviet
immigrants earning relatively less. Over time, these three groups roughly converge,
with Sephardi immigrants lagging far behind. The fact that the former groups actually
overtake natives after 19-24 years could simply be an artifact of ethnic differences
persisting within the native population (i.e., if white immigrants in the United States
eventually just reached parity with white natives, we would still observe them
overtaking the native U.S. population taken as a whole because minorities are included
in ihe latter group but not the former). In addition, the great majority of immigrants
have fewer years since immigration t'ian the post-takeover point, so that this portion

of the profile is largely out of sample prediction.
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V. Empirical Results: Returns to Schooling

Having established the basic stylized facts concerning the relative earnings of
immigrants in Israel, we turn to the question of the relative returns 16 schooling
received by immigrants and natives and-- for immigrants-- to schooling obtained in
Israel as opposed to schooling obtained abroad.

To measure an individual’s level of education, | use the number of completed
years of schooling. One exception is that all observations for which the last type of
schooling was post-secordary yeshiva® ar¢ excluded from the sample. This is
because religious people often continue to study at such institutions throughout life.
Attending a post-secondary yeshiva is better classified as a religious activity than as
a program of human capital accumulation applicable in the labor market. Thus,
including in the sample individuals who count such yeshiva in their total years of
schooling would bias the coefficient on standard schooling downward.” -

To construct measures of the years of schooling completed in the origin country
and in Israel, | make the assumption that people start school at the age of seven and
attend continuously until they complete their total years of schooling. Since | know
the age at which an immigrant arrived in Israel, | can calculate the years of schooling

that would have been completed before and after his move to Israel.® The resulting

® religious academy

7 | also exclude the small number of other people in the sample with suspiciously high
reported years of schooling (over twenty-seven years).

® A caveat: for individuals with discontinuous schooling histories, this method will bias
upward the number of years acquired abroad. The bias will be greater, the longer an individual
was out of school between schooling spells. It is possible, however, to put upper and lower
bounds on these estimates of origin schouling and lIsraeli schooling and to reestimate the
equations using these bounds. For example, an immigrant with 12 years of schooling who
immigrated to Israel at age 2 necessarily obtained all 12 years after immigration.
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mean years of schooling in Israel and abroad are shown in the first set of rc;ws in Table
Three. Just under half of all immigrants have attended schoo!l in Israel. The average
fraction of schooling acquired abroad is 65%. 1his fraction is lowest for Sephardi
immigrants (55%) and highest for Soviet immigrants (86%), only ong fifth of whom
have attended school in Israel at ail.

We can now turn to an examination of the returns to schooling. The analysis
is first performed using a continuous years of schooling variable and then using a set

of indicator variables for different combinations of schooling levels and sources.

V.A Years of Schooling

Table 5A examines the effect of schooling obtained abroad and in Israel on the
log monthly earnings of natives and immigrants. All immigrant groups are cons‘rained
to huve the same coefficients in this regression. The right hand side variables include
years of schooling in Israel and its interacdon with immigrant status. This term
captures the difference in the return to israeli schooling for natives and immigrants.
Years of schooling acquired abroad and its interaction with years of schooling in Israel
are included to measure the return to foreign education and whether that return
changes as a result of subsequent education in Israel. Finally, | include the interaction
of years since immigration with origin-source education. This is to capture differences
in the assimilation rates of more and less educated immigrants.

The pattern of coefficients on the basic demographic variables in Table 5A is
generally the same as in previous tables. However, the negative effect of immigrant
status and the positive impact of years since immigration are mitigated, indicating that

the previous estimates of these coefficients were also picking up differences in the
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returns to the different types of schooling.

The estimated return to schooling in Israel is 9.5% for natives and 7.6% for
immigrants. The areater return received by natives is consister* with the argument
that their country-specific skills, including their superior Hebrew language ability,
enable them to get more out of a year of schooling than does an immigrant.

The return to education obtained in the origin country is 5.6% for immigrants
who completed their education abroad. However, it is significantly higher for those
who sub=equently had some schooling in Israel. For the average immigrant, who has
completed 3.7 years of schooling in Israel, this interaction raises the average return to
origin-source education to 6.9%. This positive interaction is consistent with the idea
that acquiring training in Israel enables immigrants to better translate their previously
acquired human capital into terms valued in the Israeli labor market. However, this
pattern could also reflect positive self-selection on the part of individuals who choose
to get further schoocling after immigration. Unfortunately, it is impossible to distinguish
between these effects in this data. The interacticn of origin and Israeli schooling also
raises the average return to Israeli schooling for immigrants. For the typical immigrant,
who has 7 years of origin-source education, the return to Israeli schooling is 8.9%, a
figure much closer to the return received by natives.

Finally, the assimilation rate of more educated immigrants is found to be slightly
lower than that of their less educated counterparts. This is somewhat surprising, since
one might imagine that when immigrants first arrive in the country, there is a
compression of labor market outcomes between skill groups, but that over time, their
earnings would diverge. However, the return to source country education falls

somewhat with time since immigration.
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When this earnings equation is estimated separately for each of the five ethnic
groups, the results are what is shown in Table 5B. Taking into account the average
size of the interaction between origin and Israeli schooling, the return to schooling in
Israel is 7.6% for immigrants taken as a whole. Westerners earn 5.6%, Eastern
Europeans 7.1%, Soviets 6.9%, and Sephardis 7.1%. The return earned by natives
(9.9%) is again significantly higher than that of any of the immigrant groups. This
provides further evidence against the hypothesis mentioned above, that schooling
provides more total human capital per year to immigrants than to natives.®

To calculate the return to origin country schooling, we must sum up all of the
relevant effects. To do this, we add the coefficients on education, education acquired
abroad, the interaction of foreign and Israeli education times the average amount of
Israeli education, and the interaction of foreign education with years since grrival times
average years since arrival. This calculation yields the following returns to origin
schooling: 7.2% for immigrants overall, 7.0% for Westerners, 6.7% for Eastern
Europeans, 7.5% for Soviets, and 6.6% for Sephardis. The return to source country
education is thus higher than the return to Israeli education for Westerners and
Soviets. Sephardi and Eastern European education earn a lower return than eduation
obtained in Israel. While this pattern supports the idea that school quality is higher and
better matched to Israel in Ashkenazi countries of origin than Sephardi ones, these
results could equally well reflect less discrimination between Ashkenazi and Sephardi

immigrant workers at lower levels of education than at higher levels.

® This is net of the effect associated with "years since arrival”, i.e., the acquisition of
country-specific information and skills that come with time spent in Israel. This correction
implicitly assumes that this effect is the same for immigrants, whether they are in school or
in the labor force. In section VB below, | experiment with omitting this correction.
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For Sephardi immigrants, there is a large rise in the return to foreigﬁ schooling
resulting from acquiring further education in Israel. Above, | argued that Israeli training
may enable an immigrant to translate the human capital he brought with him to Israel
into terms valued in the Israeli labor market. It is therefore not surprising that
Sephardis appear to benefit the most from this indirect effect of Israeli schooling,
since, among immigrant groups, their origin country education appears to be the least
well matched to the Israeli economy. Eastern Europeans also experience an increase
in the return to their source country education following schooling in Israel, but the
effect for this group is smaller. For Western immigrants, there is a puzzling negative
effect of having attended school in Israel on the return to education acquired abroad.
It is unclear what lies behind this anomaly.

Finally, the earnings difference between more and less skilled immigrants
appears to be initially compressed and subsequently divergent only among Western
immigrants, and this effect is very imprecisely estimated. In other words, assimilation

rates do not generally vary by foreign education level.

V.B Discrete Levels of Schooling

Some of the results in the last section, such as the higher return to foreign
education than to Israeli education, may simply be artifacts of the assumption of
linearity in the return to schooling. Since immigrants’ foreign education precedes their
Israeli education, education in Israel necessarily take place at a higher level of total
years of schooling. If there are decreasing returns to schooling, the estimated return
to israeli schooling for immigrants, following the methodology in the previous section,

will be downward biased. In this section, the return to schooling is allowed to vary
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with its level.

The measure of education used in this section is constructed in the following
manner: each individual is classified as having terminated his education in primary
school (grades 1-8), high school (grades 9-12), or "college” (above grade 12). Using
the information on current age and year of immigration as above, | determine whether
the given school level took place abroad or in Israel'®, yielding six dummy variables:

1) attended primary school abroad

2) attended primary school in Israel

3) attended high school abroad

4) attended high school in Israel

5) attended college abroad

6) attended college in Israel
From these six variabies, | calculate the nine indicator variables used in the regressions
below. The three letters in the variable name denote primary school, high school, and
college, respectively. An "I" signifies that this schooling took place in Israel. An "F"
signifies that it took place abroad. An "O" means that this level was not attained. The
values of the nine dummies are thus as follows:

111~ primary, high school, and college all obtained in Israel.

110- primary and high school in Israel. no college.

100- primary in Israel. no high school or college.

FFF~ primary, high school, and college all obtained abroad.

FFo- primary and high school abroad. no coliege.

Foo- primary abroad. no high school or college.

FFI- primary and high school abroad. college in Israel.

FII- primary abroad. high school and college in Israel.

FI1I0- primary abroad. high school in Israel. no college.

The sample means for these different schooling combinations are presented in

% For people who completed part of a unit in each country, | experimented with alternative
methods of assigning that schooling to a country: according to where the majority of that unit
took place, as foreign if any of it took place abroad, or as Israeli if any of it took place in Israel.
The results using these different measures were quite similar, so | present results only for the
first method.
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the bottom panel of Table Three. Regressions of log monthly earnings on the basic
demographic variables and these nine schooling configuration dummies aré presentcd
in Table 6A. In this specification, years since immigration is not included on the right
hand side. This is because of the interpretation problem which arises because of the
systematic relationship between years since immigration and the schooling dummies.
As an illustration, consider the case of an immigrant who attended school from the
first grade through college in Israel. The fact that this immigrant obtained all of his
education in Israel cannot be separated from the fact that he therefore must have been
in Israel since early childhood. Similarly, someone who immigrated to Israel at the age
of ten could not possibly have completed high school abroad. In other words, it is
impossible to hold years since immigration constant and compare the earnings of, say,
an FFF immigrant with an lll immigrant. There is no way to separate out the effect on
earnings of the difference in schooling sources from the difference in years since
migration. By excluding years since immigration, the schooling and years in Israel
effects are subsumed into one coefficient, that on schooling.

On the other hand, there does exist large variation in years since immigration
for the many individuals with similar schooling configurations, which enables us to
separately identify the two effects in these cases. Thus, in Table 6B, | present
regressions including years since immigration for comparison.'’

Since the constant term and the returns to demographics vary somewhat

across groups, direct comparisons cannot be made between the return to a given

" The education dummies are all quite significant in both of these tables, with the
exception of FOO and 100 for some groups. The insignificance of these dummies means that
it is difficult in these cases to accurately measure the relative return to primary school acquired
in Israel versus abroad.
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configuration for two ethnic groups merely by comparing their corresponding
coefficients. Direct comparisons can be made, however, for the difference between
two ethnic groups in the difference between two schcoling configurations (i.e., to
compare the difference between Il and FFF for Westerners versus that difference tor
Soviets).

These differences in differences are presented in Tables 7A and 7B. The
numbers in Table 7A correspond to the regressions in Table 6A, while those in Table
7B correspond to the regressions in Table 6B. There are 134 differences reported in
these tables. To put some structure on these estimates, it is instructive to focus on
three comparisons: 1) the return to attending school in Israel for natives versus
immigrants, when both groups obtained their previous education in Israel; 2) the
return to attending school in Israel for natives versus immigrants, when the immigrants
obtained their previous education abroad; and 3) the return to Israeli versus origin
schooling for immigrants.

The return to attending school in Israel for natives versus immigrants, when
both groups obtained their previous education in Israel, can be seen in the foilowing
comparisons. The two leftmost columns of the upper panel of each table show the
return to schooling obtained in Israel for the five ethnic groups. The college-high
school differential (11I-110) is smaller for immigrants than for natives. The high school-
primary differential (110-100) varies considerably by group, with Westerners and
Soviets gaining much more than natives and Sephardis gaining much less. The size
of these differentials is not substantially affected by whether years since immigration
is included in the regression or not. It thus appears that, among immigrants who

received no schooling abroad (i.e. immigrated too young), the returns to college are
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lower than the return for natives, while for high schoal, the immigrant-native difference
is mixed.

The second set of comparisons is of the return to attending school in Israel for
natives versus immigrants, when the immigrants obtained their previous education
abroad. One example is to compare the return to college in Israel for an immigrant with
high school from abroad (FFI-FFO) versus for a high school educated native (lill-1O).
The difference for natives is 51.5%. This increment is comparable for Western and
Soviet immigrants, and even somewhat higher for Sephardis in Table 7A. - The size of
these returns is significantly reduced when years since immigration is included in the
regression (Table 7E), with the return for all immigrant groups falling below that of
natives.

The third set of comparisons is of the return to !sraeli versus origin schooling
for immigrants. The difference in earnings for someone who attended school through
college in Israel versus abroad is (IlII-FFF). When years since arrival is not included in
the regression, this difference is positive for all groups. The difference for high school
level individuals (110-FFQ) is also positive in all cases. Taking years since immigratiun
into account, however, in Table 7B, all these differences become negative or
insignificant. It is important to note that the effect of years in Israel outw‘eighs these
negative effects, so that a person with 110 education still earns more than a person
with FFO education. But these results would seem to suggest that, removing the
accompanying effect of assimilation, in general, the quality of schooling obtained
abroad is comparable or even slightly higher than that of Israeli schooling, with
Western-origin education being much more valued in Israel than Israeli schooling.

Looking at immigrants with foreign schooling who complete their education in Israel
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versus those who complete it abroad yields a similar pattern. For example, the value
of attending college in Israel versus abroad, FFI-FFF, is positive when years since
arrival is not corrected for. When this effect is partialled out, however, attending
college in Israel is found to be less valuable than attending it in the country of origin
for Westerners, as valuable for Soviets and East Europeans, and less valuable for
Sephardis. Looking at this comparison at the high school level (Fli-FFF), Table 7A
shows positive values for all groups, while Table 78 shows insignificant ones (with the
exception of Westerners, whose origin-source education is always found to be highly
valued). In all cases, adding years since immigration to the regression greatly reduces
the measured value of education obtained in Israel. Because of the conceptual issues
discussed above, whether years since immigration should be included in the regression
from which these measures are derived depends on the precise interpretation we wish

to put on the coefficients.
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VI. Conclusion

This paper examines the returns to education for natives and immigrants in
Israel, using years of schooling as one measure of workers’ human capital. It focusses
on four comparisons: 1) the return to Israeli schooling for immigrants versus natives;
2) the return to Israeli versus foreign schooling for immigrants; 3) the interaction of
Israeli and foreign schooling for immigrants; and 4) the differences in the assimilation
rates of more and less educated immigrants. It also examines whether these returns
depend on the particular configuration of educational attainment, in terms of level and
source.

The direct return to a year of schooling in Israel is found to be higher for natives
than for immigrants, regardless of country of origin, in most of the analysis. The
greater return received by natives is consistent with the argument that their language
and other country-specific skills enable them to get more out of a year of schooling in
Israel than do immigrants. It also argues against the hypothesis that immigrants would
benefit more than natives from attending school in Israel because, in addition to
gaining the human capital usually associated with schooling, being in school might
enable immigrants to learn about Israeli institutions and "ways of doing things" more
completely than they would out of school.

The return to education obtained abroad is found to be higher for Ashkenazi
immigrants than for Sephardi immigrants. Sephardi-source education receives a lower
return than education obtained in Israel, while Western-source education actually earns
a higher return. These patterns probably reflect differences in school quality across
countries of origin and the extent to which foreign schooling is well matched to the

needs of the Israeli labor market. However, these results could also be due to a lesser
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degree of discrimination between Ashkenazi and Sephardi immigrant workers at low
levels of education than at high levels. Care must be taken in interpreting the changes
in these estimates when they are made net or inclusive of the assimilation which
accompanies years since immigration.

Education obtained in Israel is found to significantly raise the return to schooling
acquired abroad for Sephardis, with weaker effects for Ashkenazis. This is consistent
with the idea that destination country' schooling allows an individual to translate the
human capital he accumulated in his country of origin into terms rewa.rded in the
destination labor market. This finding suggests a potential role for policies which
encourage immigrants to obtain further training after immigration. Although this
appears to be an efficient way of increasing the earnings potential of certain groups,
further work would be needed to disentangle the treatment effect of obtaining
schooling in Israel from the issue self-selection in educational attainment which usually
troubles studies of the return to schooling.

Finally, with the possible exception of immigrants from Western Europe and the
Americas, there is no evidence of faster assimilation rates for more highly educated
immigrants. Equivalently, the return to origin country schooling does not generally rise
with time in Israel.

Future work on the returns to immigrants’ human capital could broaden the
analysis to include labor market experience acquired abroad and in Israel, in addition
to the schooling measures used in this paper. Another interesting extension would be
to examine the occupational mobility of immigrants. The Israeli census contains
information on respondents’ industry and occupation five years before the survey. In

addition, there have been a series of short panel surveys conducted which include
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information on immigrants’ industry and occupation in their origin ccuntry and the level
and type of education they obtained there (unfortunately, these panel datasets contain
no earnings data). The extent and pattern of occupational mobility observed among
immigrants could thus be compared to that of natives. This would provide additional
evidence regarding an initial compression and subsequent spread of skill differentials
among immigrants. Further research could also profitably use multiple cross-sections

to separately identify cohort and assimilation effects.
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Appendix

Continent of Origin Groups

1. West: Canada, USA, Germany, Austria, Switzerland, Finland, Sweden, Norway,
Denmark, United Kingdom, Ireland, Holland, Belgium, Luxembourg, France, Portugal,
Spain, Italy, Zimbabwe (Rhodesia), South Africa, Australia, New Zealand, unspecified
Oceania, unspecified Europe, Mexico, Cuba, Panama, \enezuela, Colombia, Ecuador,
Peru, Bolivia, Brazil, Uruguay, Argentina, Chile, unspecified Central America,
unspecified South America

2. Eastern Europe: Poland, Romania, Yugoslavia, Bulgaria, Greece, Albania,
Czechoslovakia, Hungary

3. Soviet: USSR

4. Sephardi: Cyprus, Turkey, Syria, Lebanon, Jordan, Iraq, Saudi Arabia, Yemen, South
Yemen, iran, Afghanistan, India, Pakistan, Burma, Indonesia, Philippines, China,
Mongolia, Korea, Japan, Morocco, Tangier, Algeria, Tunisia, Libya, Sudan, Egypt,
Ethiopia, Eritrea, Somalia, unspecified Africa, unspecified Asia
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Table One

Area of Origin

1) Percent of Immigrants by Continent:

Western Hemisphere

and W. Europe 9.01
Eastern Europe 29.26
USSR 12.88
Sephardi 48.85

2) Percent of Immigrants by Most Common Countries:

USSR 15.68
Morocco 14.65
Romania 14.29
Iraqg 8.79
Poland 8.72
Iran 3.72
Yemen 3.63
Turkey 3.59
Egypt/Sudan 2.81
Tunisia 2.34
Bulgaria 2.28
Germany 2.26
Libya 1.85
India/Pakistan 1.59
Argentina 1.36
Hungary 1.31
Czechoslovakia 1.23
USA 1.04

Source: author’s tabulations of the 1983 Israeli census microdata.
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age
year of
immigration

weeks worked
per year

hours worked
per week

gross monthly
income

married (%)
don’t speak
Hebrew (%)

years since
immigration

years since
immig. <5 (%)

age at
immigration

sample size

Native Immigrant
34.7 45.6
(8.5) (10.8)

1956.0
(10.9)
50.4 50.9
(8.0) (7.2)
48.8 47.9
(6.5) {5.7)
44,766 41,504
(32,042) (29,754)
85.4 93.2
.3 4.7
26.9
(10.9)
3.5
18.6
(12.5)
18,560 35,615

Table Two
Summary Statistics

Western
44 .1
(10.8)

1957.6
(14.5)

50.2
(7.2)

48.3
(6.5)

55,693
(37,737)

81.8

4.6

25.3
(14.5)
8.8
18.8
{13.6)

3,208

E.European

49.8
(10.5)

1952.9
(9.8)

51.2
(6.2)

48.1
(5.9)

48,26¢
(33,000)

93.1

4.0

30.0
(9.8)
1.0
19.8
(11.7)

10,422

Soviet
44.2
(11.4)

1967.8
(12.1)

51.1
(6.9)

47.5
(5.5)

41,293
(29,013)

93.6

15.3

16.1
(12.1)

14.7

29.1
{14.0)

4,587

Note: Figures are sample means. Standard deviations are in parentheses.
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Sephardi
43.6
(10.1)

1954.5
(8.0)

50.9
(7.8)

47.8
(5.5)

34,909
(23,832)

93.4

2.3

28.4
(8.0)
1.1
16.2
(10.6)



Table Three: Schooling

Native Immigrant
years_of schooling
education 12.3 3.7
in Israel (3.2) (5.1)
education 7.0
abroad (5.4)
total 12.3 10.8
education (3.2) (4.2)
finished 46.3
education
in Israel (%)
highest level attained (%)
primary 12.8 27.4
high school 50.9 41.4
coliege 35.9 27.3
whether level attained and source (%)
primary =F 67.9
primary =1 99.7 28.4
high school=F 35.2
high school =1 86.8 33.6
college =F 13.3
college =1 35.9 14.0
1l 35.9 7.5
10 50.9 14.3
100 12.8 6.4
FFF 13.3
FFO 19.3
FOO 21.0
FFI 2.5
Fll 3.9
FIO 7.7
000 .2 3.6

Note: Standard deviations in parentheses.

Western

141
(3.9)

51.6

7.7
34.4
57.3

69.2
30.3
52.6
39.1
31.7
25.6

16.0
13.0

2.2
31.7

5.5

WwWwowor

E.European

11.5
(3.9)

42.7

24.8
40.8
33.4

76.7
22.4
40.1
34.1
14.1
19.3

o o

NN =
. NoLRODANMDOO
JoohbuNw=-oo

Soviet Sephardi
1.7 4.1
(4.0) (4.8)
10.3 5.2
{5.0) (4.6)
12.0 9.4
{4.0) (3.9)
21.3 541
18.7 34.9
35.9 44.6
43.7 13.8
88.0 57.1
10.3 36.3
63.8 21.5
15.8 36.8
33.5 4.1
10.2 9.6
4.4 5.4
4.7 19.6
1.1 11.2
33.5 241
27.7 15.8
17.5 23.7
2.5 1.6
3.2 2.6
34 9.1
1.4 6.5

"Primary =1" is a dummy variable, indicating that

primary schooling was completed in israel; "Primary =F" indicates that primary schooling was
completed abroad. The three letter combinations (FIO, etc.) are indicator variables to be
interpreted as follows: The first letter indicates the location of primary school, the second the
location of secondary school, and the third the location of college. F indicates foreign, |
indicates Israel, and O indicates none. Thus "FIO" indicates a person who attended primary
school abroad, high scheol in Israel, and did not attend college.
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Table Four: Immigrant Status and Earnings Convergence

(1) (2) (3) (4)
married .200 .204 .206 .207
{ 26.3) {27.1) { 27.5) {27.7)
experience .0263 .0259 .0268 .0272
{27.0) (26.1) (27.2) {27.5)
exp?/100 -.0297 -.0293 -.0322 -.0328
(-20.6) {-20.3) {-22.3) (-22.7)
education .0775 0792 0741 0741
{123.9) (125.4) {(111.7) (111.2)
immigrant -.344
{(-28.8)
Western -.319 -.317
(-21.3) (-15.2)
E.European -.368 -.360
(-24.3) (-15.1)
Soviet -.358 -.436
(-29.4) (-22.1)
Sephardi -.498 -.393
(-33.5) (-15.5)
years in |srael .0146 .0208
{(17.5) (21.9)
years in Isr?/100 -.0135 -.0237
(-8.5) (-13.7)
West * yrs in Isr .0185
{ 9.2)
West * yrs in Isr?/100 -.0164
(-4.0)
E.Eur * yrs in Isr .0210
(13.0)
E.Eur * yrs in Isr?/100 -.0242
(-8.5)
Soviet * yrs in Isr .0293
(13.7)
Soviet * yrs in Isr?/100 -.0351
(-8.4)
Sephardi * yrs in Isr .0164
(9.0)
Sephardi * yrs in Isr2/100 -.0204
{-6.1)
constant 8.94 8.96 9.02 9.01
{5625.9) (626.2) (527.5) (526.8)
R? 257 274 .282 .283
N 54,175 54,175 54,175 54,175

Note: Dependent variable is log monthly earnings. t-statistics in parentheses.
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Table BA: The Return to Origin Country Schooling

married .194
( 25.8)
experience .0310
{ 30.0)
exp?/100 -.0346
(-23.2)
immigrant -.0915
(-3.0)
years in .0139
Israel ( 9.7)
years in -.0137
Israel?/100 {-6.7)
education .0947
{ 83.1)
education -.0188
* immigrant (-12.8)
education -.0197
abroad {-9.9)
educ abroad .00192
* educ in Isr {(10.2)
educ abroad -.000223
* yrsin lsr (-3.6)
constant 8.69
(383.6)
R? .280
N 54,175

Note: t-statistics in parentheses. Dependent variable is log monthly earnings.
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married

experience

exp?/100

years in

Israel

years in
Isr?/100

education
educ abroad
educ abroad

* educ in lsr

educ abroad
* years in Isr

constant

R2

N

Table 5B: The Return to Origin Country Schooling

Native

172
(16.5)

.0623
{ 26.3)

-.0646
(-18.9)

.0989
(87.3)

8.36

{274.1)

.325

18,560

Immigrant Western

197 173
(18.4) ( 4.7)
.0109 .0296
( 7.5) ( 6.1)
-.0120 -.0470
(-6.3) (-6.2)
.0166 .0133
(11.4) ( 2.3)
-.0122 -.00307
(-5.9) (-0.4)
.0673 .0660
(567.2) (15.1)
.00728 .000590
{ 3.7) ( 0.0)
.00172 -.00104
{ 9.1) (-1.8)
-.000219 .000318
(-3.5) ( 1.4)
8.94 8.89

(256.2) (81.7)
.260 229

35,615 3,209

E.European Soviet Sephardi
.241 .139 .184
{12.1) ( 4.8) (12.3)
.0214 .00797 .00792
{ 6.5) ( 2.3) ( 3.3)
-.0328 -.0107 -.00802
{-7.9) (-2.1) (-2.7)
.0304 .0305 .0195
{ 8.0) ( 8.0) ( 7.7)
-.0284 -.0333 -.0212
(-6.0) {-6.5) {-5.7)
.0586 .0620 .0652
( 24.5) (14.6) {30.2)
.0190 .00412 .00710
( 3.9) { 0.7) ( 2.0)
.00159 .000638 = .00294
{ 4.9) { 0.9) {10.1)
-.000554 -.000129 -.000306
(-3.9) {-0.6) {-2.7)
8.72 9.07 8.05
(107.1) (125.7) (159.3)
.246 .307 .189
10,422 4,589 17,397

Note: t-statistics in parentheses. Dependent variable is log monthly earnings.
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married

experience

exp?/100

1o

100

FFF

FFO

FOO

FFI

Fil

FiO

constant

R?
N

Table 6A: Returns to Different Configurations of Schooling
(not correcting for years since immigration)

Native Immigrant Western E.European Soviet Sephardi
.184 202 241 .248 .154 .184
(17.3) (18.7) { 6.5) (12.2) ( 5.1) (12.4)
.053 .033 .032 .046 .019 .032
(26.3) {24.1) ( 6.8) (16.0) { 5.2) { 16.5)
-.0685 -.0384 -.0362 -.0600 -.0218 -.0422
{-19.5) (-19.9) (-4.8) (-15.1) {-4.0) (-15.5)
1.106 1.049 1.171 .899 1.121 .815
({16.4) {53.9) ( 7.0) (14.4) (15.6) (31.7)
.591 .5565 741 .451 771 .400
( 8.8) {30.7) { 4.4) { 7.3) {10.8) (18.7)
221 .219 .306 .122 .337 .129
{ 3.2) {11.2) { 1.7) ( 1.8) { 3.7) ( 5.9)

.825 .994 .650 .747 .670
{46.8) ( 6.0 {10.7) (11.7) {26.9)
427 .633 .340 .383 .308
{ 25.9) { 3.2) ( 5.7) { 6.0 {16.0)
.153 .246 .098 141 .072
{ 9.7) { 1.4) ( 1.7) { 2.2) ( 4.1)
.969 1.044 .773 .895 .842
(41.5) { 6.1) (11.7) {11.9) (24.6)
1.005 1.047 .831 1.066 .819
(47.2) ( 6.2) (13.1) {14.2) (27.7)
562 .789 .461 .642 391
{ 29.8) ( 4.7) ( 7.4) ( 8.7) {17.5)
8.83 9.13 9.07 9.14 9.40 9.26
(125.6) (340.9) (53.0) (121.7) (113.4) (245.5)
.298 .241 .187 .226 .237 .192
18,560 35,615 3,209 10,422 4,589 17,397

Note: t-statistics in parentheses. Dependent variable is log monthly earnings. The three letter
combinations (F10, etc.) are dummy variables that are interpreted as follows: The first letter
indicates the location of primary school, the second the location of secondary school, and the

third the location of post-secondary school.

indicates none. Q0O is the omitted category.
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married

experience

exp?/100

yrs in Isr

yrs in 1sr3/100

[e}

100

FFF

FFO

FOO

FFI

Fit

FIO

constant

Rz
N

Table 6B: Returns to Different Configurations of Schooling
(correcting for years since immigration)

Native Immigrant Western E.European Soviet Sephardi
.184 .199 220 .244 137 .182
{(17.3) {18.6) { 6.0) (12.1) ( 4.7) (12.3)
.063 .016 .022 .027 012 .016
{ 26.3) (10.9) { 4.5) { 8.9) ( 3.5) { 7.3)
-.0685 -.0250 -.0406 -.0447 -.0209 -.0271
(-19.5) (-12.7) (-5.2) (-10.9) (-4.0) (-9.4)

.013 .019 016 .029 .014
{(14.7) { 6.8) { 7.9) (14.0) { 8.6)
-.003 -.005 -.009 -.028 -.010
(-2.0) (-1.0) {-2.7) (-7.2y  (-3.9)
1.106 .784 .716 .675 .593 .639
(16.4) ( 36.6) ( 4.2) (10.4) ( 7.7) (22.1)
591 .344 .354 277 .269 .266
{ 8.8) (17.7) ( 2.1) ( 4.4) { 3.5) (11.2)
221 .035% -.029 -.029 -.148 .018
{ 3.2) {( 1.7) (-0.1) (-0.4) (-1.5}) { 0.8)
.851 .987 .694 .654 .690
(47.8) { 6.0) {11.5) ({10.5) (27.5)
414 .508 332 .269 312
{ 25.3) { 3.1) {( 5.7) ( 4.3) (16.2)
137 216 .098 .070 .064
{ 8.7) ( 1.3) ( 1.7) ( 1.1) { 3.7)
.846 .846 .681 595 .780
( 35.9) { 5.0) {10.3) ( 7.7) (22.6)
.834 .756 .693 .653 - 72
{ 38.0) { 4.4) {10.8) ( 8.6) { 23.6)
.435 .551 .365 .286 324
{22.6) { 3.3) { 5.9) ( 3.8) (14.1)
8.83 9.30 9.16 9.26 9.43 9.34
(125.6) (315.4) ( 53.6) (112.4) {(115.0) (209.9)
.298 .261 .220 241 .292 .201

18,560 35,615 3,209 10,422 4,589 17,397

Note: see note for Table 6A.
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Native

Immigrant

Western

E. European

Soviet

Sephardi

Native

Immigrant

Western

E. European

Soviet

Sephardi

Table 7A: Differences in the Returns to Different Schooling
Configurations (not correcting for years since immigration)

H-10  110-100 FFE-FFQ FFO-FOQ 1II-FFF _tH-FFIL __ HI-FlI

5147 3705 NA NA NA NA NA
(.0080) (.0116)

.4938 .3362 .3978 .2737 .2240 .0800 .0439
(.0122) (.0128) (.0098) (.0087) (.0126) (.0195) (.0168)

.4300 .4350 .4611 .2876 .1770 .1268 .1239
(.0373) (.0713) (.0324) (.0491) (.0307) (.0491) (.0507)

.4480 .3290 .3100 .2418 .2487 .1256 .0681
(.0232) (.0381) (.0179) (.0159) (.0233) (.0335) (.0266)

.3499 4342 3638 .2424 3738 .2255 .0552
(.0483) (.0748) (.0190) (.0236) (.0369) (.0576) (.0533)

4142 2714 .3624 .2357 .1445 -.0269 -.0047
{.0177) (.0139) (.0199) (.0119) (.0246) (.0327) (.0272)

EFI-EFF__FII-FEE_11Q-FFO_I00-FOO 1I0-FIQ FFI-FFO

NA NA NA NA NA NA
.1440 .1801 .1279 .0655 -.0075 .5418
{(.0184) (.0155) (.0101) (.0129) (.0120) (.0182)

.05601 .0530 .2081 .0607 -.0475 .5113
(.04