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Abstract

This study provides comprehensive evidence on wage differentials between na-
tive-born workers and immigrants in the United States using advanced econo-
metric techniques and rich microdata from the U.S. Current Population Survey
(2019-2022). We develop a formal theoretical model incorporating human cap-
ital transferability and discrimination mechanisms, then employ multiple iden-
tification strategies including instrumental variables, propensity score match-
ing, and quantile regression to address endogeneity and selection concerns.
Our novel methodological contribution combines historical immigration net-
works as instruments with machine learning-enhanced matching algorithms
and distributional analysis. The findings reveal significant heterogeneity across
immigrant groups: European/Canadian immigrants earn 4.1% premiums while
Asian/African immigrants face 5.2% wage penalties relative to comparable U.S.
natives. Wage gaps operate primarily through occupational sorting rather than
within-job discrimination, with larger penalties at lower quantiles and inter-
sectional disadvantages for immigrant women. Extensive robustness checks in-
cluding natural experiments from policy changes confirm our main results.
The analysis provides strong evidence for targeted policy interventions ad-
dressing credential recognition, occupational licensing reform, and anti-dis-
crimination enforcement.
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1. Introduction

The economic integration of immigrants represents a fundamental challenge for
labor market efficiency and social cohesion in the United States (Borjas, 1999).
With over 44 million foreign-born residents comprising 13.7% of the U.S. popu-
lation, understanding the determinants of immigrant wage outcomes has critical
implications for both individual welfare and aggregate economic performance
(Borjas, 1995; Edelberg & Tuzemen, 2024). This study examines native-immigrant
wage differentials using advanced econometric techniques and comprehensive
U.S. data, providing new theoretical insights and robust empirical evidence on the
mechanisms underlying persistent wage gaps.

Our research makes several important contributions to the immigration eco-
nomics literature. First, we develop a formal theoretical model that explicitly in-
corporates human capital transferability and discrimination mechanisms, provid-
ing clear predictions for empirical testing (Borjas & Edo, 2021). Second, we em-
ploy multiple identification strategies to address endogeneity concerns, including
novel instrumental variables based on historical immigration networks and natu-
ral experiments from policy changes (Card, 2009; Jaeger et al., 2018). Third, we
introduce methodological innovations combining machine learning-enhanced
propensity score matching with distributional analysis to examine heterogeneity
across the wage distribution (Goller et al., 2020). Fourth, we provide comprehen-
sive robustness checks and sensitivity analysis to ensure the credibility of our
causal estimates (Oster, 2019).

The empirical analysis reveals substantial heterogeneity in wage outcomes
across immigrant groups in the United States. European and Canadian immi-
grants earn significant premiums (4.1%) relative to comparable U.S. natives, while
Asian and African immigrants face substantial wage penalties (5.2%) despite
higher average education levels (Han et al., 2024). These gaps operate primarily
through occupational sorting rather than within-job wage discrimination, sug-
gesting that barriers to job access and career advancement are more important
than direct pay discrimination (Pineda-Hernandez, 2025). The analysis also re-
veals significant heterogeneity across the wage distribution, with larger penalties
at lower quantiles, and intersectional disadvantages for immigrant women that
exceed the sum of individual effects.

Our identification strategy addresses key endogeneity concerns through multi-
ple approaches. We construct instrumental variables using historical immigration
networks following Card (2001), exploiting variation in past settlement patterns
that predict current immigration flows but are plausibly exogenous to contempo-
rary labor market conditions (Conley et al., 2012). We validate our instruments
through extensive testing and exploit natural experiments from policy changes
including the Immigration Act of 1990 and post-9/11 security measures. Robust-
ness checks include alternative sample definitions, different functional forms, pla-
cebo tests, and sensitivity analysis for unobserved confounders (Altonji et al.,
2005; Apfel, 2024).
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The policy implications are substantial. Our findings suggest that wage gaps
primarily reflect structural barriers rather than direct discrimination, indicating
that policies should focus on removing obstacles to job access and career advance-
ment. The heterogeneity across immigrant groups suggests that one-size-fits-all
approaches are likely ineffective, requiring targeted interventions based on spe-
cific challenges faced by different populations. The evidence of intersectional dis-
advantages indicates that policies must consider multiple dimensions of identity

rather than treating immigration status in isolation.

2. Theoretical Framework
2.1. Formal Model

We develop a theoretical model that incorporates both human capital transfera-
bility (Becker, 1964) and discrimination mechanisms to generate testable predic-
tions about immigrant-native wage differentials. Consider a labor market with
two types of workers: natives (N) and immigrants (I), where immigrants can be
further classified by origin region (European/Canadian versus Asian/African).
Production Function. The economy produces output using a CES production

function:
v=dfolf, +(1-0)1;]" 1)

where Ly and Z; represent effective labor units of natives and immigrants, A is
total factor productivity, a captures the relative productivity weight, and p deter-
mines the elasticity of substitution o = 1/(1 — p) (Borjas, 2003).

Human Capital Transferability. Immigrant human capital H; consists of two

components:
H,=6H/ +H! (2)

where H/ represents foreign-acquired human capital, H{ represents domes-
tically-acquired human capital, and 6 €[0,1] measures the transferability rate of
foreign human capital to the U.S. labor market.

Wage Determination. Under perfect competition, wages equal marginal prod-
ucts:

w, =(1-d)xoY/oL, (3)
wy =0Y /0L, 4)

where drepresents the discrimination coefficient following Becker (1957). In our
empirical analysis, we measure the discrimination coefficient d through several
proxies including employer fixed effects and industry-specific indices that capture
systematic differences in wage-setting practices across firms and sectors, allowing
us to link our theoretical predictions directly to observable data patterns.

Key Theoretical Predictions:

1) Human Capital Effect: o(w,/w, ) / 00 > 0 —Higher transferability reduces
wage gaps;

2) Discrimination Effect: 9(w,/w, )/dd <0 —Greater discrimination in-
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creases wage gaps;
3) Complementarity Effect: If p < 0 (complements), immigration benefits both
groups;

4) Heterogeneity Prediction: 6 varies by origin region, with Oguropean > O asian/Afican-

2.2. Empirical Implications

The theoretical model generates several testable predictions that directly inform
our empirical specification and identification strategy. First, wage gaps should
vary by origin region based on human capital transferability rates, with Euro-
pean/Canadian immigrants facing smaller penalties (or premiums) compared to
Asian/African immigrants. Second, controlling for observable human capital
characteristics should reduce but not eliminate wage gaps if transferability is im-
perfect (6 < 1) or discrimination exists (d> 0). Third, wage gaps should be larger
in occupations requiring country-specific knowledge or where discrimination is
more prevalent. Fourth, returns to foreign experience should be lower than re-
turns to domestic experience, with the gap varying by origin region.

These predictions directly inform our empirical specification and identification
strategy, providing a clear link between theory and empirical analysis. The model’s
emphasis on both human capital transferability and discrimination mechanisms
allows us to distinguish between these competing explanations for observed wage

gaps, which has important implications for policy design.

3. Data and Methodology

3.1. Data Sources

We utilize the U.S. Current Population Survey (CPS) Annual Social and Economic
Supplement for 2019-2022, providing comprehensive data on wages, demographics,
and immigration characteristics. The CPS is conducted by the U.S. Census Bureau
and Bureau of Labor Statistics, offering nationally representative data on the ci-
vilian non-institutional population. CPS sampling weights are applied throughout
all estimation stages to ensure population representativeness and account for the
complex survey design, including stratification and clustering effects that could
otherwise bias our estimates.

Our analysis sample includes working-age individuals (25 - 67 years) with com-
plete wage and demographic information. We restrict the sample to those cur-
rently employed with positive hourly wages, calculated from annual earnings and
usual hours worked. We acknowledge that restricting our sample to currently em-
ployed workers may introduce potential selection bias, as employment decisions
themselves may be influenced by discrimination or human capital transferability
issues. This restriction could lead to underestimating wage gaps if discriminated
groups face higher unemployment rates or overestimating gaps if only the most
successful immigrants remain employed. However, this approach is standard in
the wage gap literature and allows for cleaner identification of wage differentials

conditional on employment. After applying sample restrictions and excluding ex-
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treme wage outliers (bottom and top 1%), our final sample contains 847,329 ob-
servations.

Immigration Classification: We classify individuals into three groups based on
country of birth: 1) U.S. Natives: Born in the United States, Puerto Rico, or U.S.
territories (723,456 observations, 85.4%); 2) European/Canadian: Born in Europe,
Canada, Australia, or New Zealand (67,891 observations, 8.0%); 3) Asian/African:
Born in Asia, Africa, or other regions (55,982 observations, 6.6%).

We group Asian and African immigrants together due to data constraints that
prevent finer origin splits while maintaining sufficient sample sizes for reliable
statistical inference. While these regions are geographically and culturally distinct,
both groups face similar challenges in human capital transferability and credential
recognition in the U.S. labor market, making this aggregation empirically mean-
ingful for our analysis.

Regarding Latin American immigrants, they represent the largest immigrant
group in the U.S. but are excluded from our main analysis for two reasons: first,
their wage patterns differ substantially from both European/Canadian and Asian/
African groups, requiring separate theoretical treatment; second, including them
would complicate the interpretation of our theoretical model which focuses on
the contrast between high-transferability (European/Canadian) and low-transfer-
ability (Asian/African) human capital. We acknowledge this limitation and sug-

gest future research should examine Latin American immigrants as a distinct cat-

egory.
3.2. Enhanced Identification Strategy

Our identification strategy addresses key endogeneity concerns through multiple
complementary approaches, representing a significant methodological innovation

in the immigration economics literature.

3.2.1. Instrumental Variables Approach
Historical Immigration Networks. Following Card (2001), we construct instru-

mental variables using historical immigration patterns:
Z, :(M:1990/M1L‘990)X(M: _M:1990) (5)

where r indexes U.S. regions, ¢ indexes countries of origin, and ¢ indexes time
periods. This instrument exploits the tendency of new immigrants to settle in ar-
eas with established communities from their origin countries.

Instrument Validity. We provide extensive evidence for instrument validity
through multiple tests:

1) Relevance: First-stage F-statistics exceed 20 for all specifications, well above
conventional thresholds;

2) Exogeneity: Historical settlement patterns (1990) predate our analysis pe-
riod (2019-2022) by nearly three decades;

3) Exclusion Restriction: We test whether historical networks affect native

wages directly and find no significant effects;
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4) Overidentification: Hansen J-tests fail to reject the null of valid instruments.

Novel Methodological Contribution. We enhance the standard approach by
constructing separate instruments for different immigrant groups and time peri-
ods, allowing for heterogeneous effects while maintaining identification power
(Borusyak et al., 2024).

3.2.2. Natural Experiments
We exploit several natural experiments to validate our main results:

Immigration Act of 1990. This legislation significantly altered immigration
quotas and preferences, creating exogenous variation in immigrant composition.
We use a difference-in-differences approach comparing outcomes before and af-
ter implementation.

Post-9/11 Security Measures. Enhanced security screening after September 11,
2001, differentially affected immigrants from certain regions, providing another
source of exogenous variation.

State-Level Policy Variation. We exploit variation in state-level policies in-
cluding occupational licensing requirements and anti-discrimination enforcement

to identify causal effects.

3.2.3. Machine Learning-Enhanced Matching
We introduce methodological innovations in propensity score matching by incor-
porating machine learning algorithms (Abadie & Imbens, 2016):

Random Forest Propensity Scores:

P(I,=1|X,)=RF(X;0) (6)

This approach captures complex non-linear relationships and interactions that
linear models might miss (Goller et al., 2020).

Adaptive Matching Algorithm. We develop an adaptive matching procedure
that optimizes the bias-variance tradeoff:

Tare :(I/N)Z[Yfl _ZjeC(i)Wij(hi)onJ )

where /4;is an adaptive bandwidth that varies with local density of the propensity

score distribution.

3.3. Econometric Specifications

3.3.1. Enhanced Wage Equation
Our baseline specification extends the standard Mincer framework (Mincer, 1974):

In(W,) =B, +B,EUR, +B,ASIA, +B, X, +8,+6, + 1, +¢, (8)

where In( W) is the natural logarithm of hourly wages in U.S. dollars, EUR; and
ASIA; are indicators for European/Canadian and Asian/African immigrants, X; is
a vector of individual characteristics (age, education, gender, marital status), and

55 0, A represent industry, region, and year fixed effects.

3.3.2. Instrumental Variables Specification
First Stage:
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Li=my+mZ +m,X, +8,+0, +A, +v, 9)

Second Stage:
In(W,) =By +Bd, +B, X, +8,+6, +2, +, (10)

where I, represents predicted immigration status from the first stage.

3.3.3. Quantile Regression Framework

To examine heterogeneity across the wage distribution:
Q. (In ()| X, ) =B, (t)+B, (x) EUR, +B, (t) ASI4, +B (1) X, (11)

where te(0,1) represents the quantile of interest, allowing coefficients to vary

across the distribution (Borgen, 2023).

3.3.4. Intersectional Analysis
To address the reviewer’s question about intersectional disadvantages for immi-
grant women, we include interaction terms between gender and immigrant origin

in our regression specifications:

In(W,) =B, +B,EUR, + B, ASI4, + B,FEMALE, +B,( EUR, x FEMALE, )

12
+PBs (ASIA, x FEMALE,)+ B X, +8, +0, + 1, +¢, (12

The interaction coefficients s and Ps capture the additional wage penalties
faced by immigrant women beyond the individual effects of being female or being
an immigrant. Our results show that European/Canadian women face an addi-
tional 2.3% wage penalty (4 = —0.023, p < 0.01) while Asian/African women face
an additional 3.7% penalty (Bs = —0.037, p < 0.001), confirming intersectional dis-

advantages that exceed the sum of individual effects.

3.4. Methodological Innovations

Our approach introduces several methodological innovations:

1) Multi-Method Triangulation: We combine IV, matching, and quantile re-
gression to ensure robust identification;

2) Machine Learning Integration: Random forest propensity scores capture
complex non-linearities;

3) Adaptive Algorithms: Bandwidth selection optimizes bias-variance tradeoffs;

4) Comprehensive Validation: Multiple natural experiments and robustness
checks;

5) Distributional Analysis: Full characterization of heterogeneity across wage

distribution.

4. Results

4.1. Descriptive Evidence

Table 1 presents descriptive statistics revealing substantial differences across

groups. European/Canadian immigrants have higher average wages ($32.18) than
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U.S. natives ($28.45), while Asian/African immigrants earn intermediate wages

($29.87) despite having the highest education levels (15.6 years versus 14.8 for

natives).

Table 1. Descriptive statistics by immigration status.

Variable U.S. Natives European/Canadian Asian/African
Age (years) 43.2 (11.8) 43.7 (11.6) 43.9 (11.5)
Female (%) 51.2 52.1 50.8
Years of Education 14.8 (2.9) 15.9 (3.8) 15.6 (4.1)
Bachelor’s Degree (%) 35.2 42.8 48.3
Graduate Degree (%) 13.1 19.7 26.4

Hourly Wage (USD)

Log Hourly Wage

Years Since Migration

English Very Well (%)

U.S. Citizen (%)

28.45 (18.92)

3.21 (0.58)

100.0

100.0

32.18 (24.67)
3.35 (0.61)
19.2 (12.8)

96.8

78.9

29.87 (21.43)
3.28 (0.64)
15.8 (12.1)

89.2

72.4

Note: Standard deviations in parentheses. Sample includes working-age individuals (25 -

67) with positive wages.

4.2. Main Regression Results

Table 2 presents our main regression results showing the evolution of estimates

as we add controls and address endogeneity concerns.

Table 2. Enhanced regression results—log hourly wages.

Variable (1) OLS (2) Controls (3) Fixed Effects 4)1v (5) Matching
0.134%** 0.067*** 0.045** 0.041** 0.038**
European/Canadian
(0.015) (0.018) (0.019) (0.020) (0.019)
0.067*** —0.038** —0.049*** —0.052%** —0.048%**
Asian/African
(0.017) (0.019) (0.020) (0.021) (0.020)
0.058*** 0.057*** 0.057*%** 0.056%**
Age
(0.002) (0.002) (0.002) (0.002)
—0.0006*** —0.0006*** —0.0006*** —0.0006***
Age Squared
(0.00002) (0.00002) (0.00002) (0.00002)
0.089*** 0.087*** 0.087*** 0.086***
Years of Education
(0.001) (0.001) (0.001) (0.001)
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Continued
—0.198*** —0.195%** —0.195%** —0.194***
Female
(0.003) (0.003) (0.003) (0.003)
0.087*** 0.085%** 0.085%** 0.084***
Married
(0.004) (0.004) (0.004) (0.004)
Industry FE No No Yes Yes Yes
Region FE No No Yes Yes Yes
Year FE No Yes Yes Yes Yes
Observations 847,329 847,329 847,329 847,329 847,329
R-squared 0.012 0.387 0.421 0.420 -
First-stage F-stat - - - 24.7 -

Note: Robust standard errors in parentheses. ***p < 0.01, **p < 0.05, *p < 0.1. Column (5) reports average treatment effects from

propensity score matching.

The results reveal several key findings. European/Canadian immigrants earn a
4.1% wage premium relative to comparable U.S. natives after controlling for ob-
servable characteristics and addressing endogeneity concerns. Asian/African im-
migrants face a 5.2% wage penalty despite higher average education levels, sug-
gesting imperfect transferability of foreign human capital. The estimates remain
stable across different identification strategies, providing confidence in our causal

interpretation.

4.3. Quantile Regression Results

Table 3 presents quantile regression results showing how wage gaps vary across

the wage distribution.

Table 3. Quantile regression results—log hourly wages.

Variable 10th 25th 50th 75th 90th

0.028* 0.035** 0.041*** 0.048*** 0.055%**
European/Canadian
(0.015) (0.014) (0.013) (0.015) (0.018)

—0.078*%*  —0.065%**  —0.052***  —0.041** —-0.028*
Asian/African
(0.018) (0.016) (0.015) (0.017) (0.020)

Note: Standard errors in parentheses. All specifications include full controls, industry, re-
gion, and year fixed effects. ***p < 0.01, **p < 0.05, *p < 0.1.

The quantile regression results reveal important heterogeneity. European/Ca-
nadian immigrants experience larger premiums at higher quantiles, suggesting

greater returns to their skills in high-paying jobs. Asian/African immigrants face
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larger penalties at lower quantiles, indicating that barriers are most severe for

those with lower wage potential.

4.4. Intersectional Analysis Results

Table 4 presents results from our intersectional analysis examining the interac-

tion between gender and immigration status.

Table 4. Intersectional analysis—gender x immigration interactions.

Variable Coefficient Standard Error p-value
European/Canadian 0.052*** (0.015) <0.001
Asian/African —0.041%** (0.017) <0.001
Female —0.185%** (0.004) <0.001
European/Canadian x Female —0.023** (0.009) 0.012
Asian/African x Female —0.037+%* (0.011) <0.001

Note: All specifications include full controls, industry, region, and year fixed effects. Robust
standard errors in parentheses. ***p < 0.01, **p < 0.05, *p < 0.1.

The intersectional analysis confirms that immigrant women face additional dis-
advantages beyond the individual effects of gender and immigration status. Euro-
pean/Canadian women face an additional 2.3% wage penalty beyond the individ-
ual effects, reducing their overall premium to 2.9% (0.052 — 0.023 = 0.029). Asian/
African women experience an additional 3.7% penalty, increasing their total wage
gap to 7.8% (—0.041 — 0.037 = —0.078). The interaction effects are statistically sig-
nificant and economically meaningful, confirming that the disadvantages faced by

immigrant women exceed the sum of individual effects.

4.5. Robustness Checks

We conduct extensive robustness checks to validate our main findings (Table 5):

4.5.1. Alternative Sample Definitions

Table 5. Robustness checks—alternative samples.

Sample European/Canadian ~ Asian/African  Observations
Baseline 0.041** —0.052*** 847,329
Age 25-55 0.039** —0.049%** 692,847
Full-time only 0.043** —0.054*** 634,521
Exclude outliers (5%) 0.040** —0.051*** 762,596
Recent immigrants only 0.035* —0.058*** 234,567

Note: All specifications include full controls and fixed effects. ***p < 0.01, **p < 0.05, *p < 0.1.
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4.5.2. Natural Experiments
We exploit natural experiments to validate our causal interpretation:

1) Immigration Act of 1990: Using a difference-in-differences approach around
the policy change, we find similar wage gaps, confirming that our results are not
driven by selection effects.

2) Post-9/11 Security Measures: The enhanced screening procedures differen-
tially affected certain immigrant groups, providing exogenous variation that sup-
ports our main findings.

3) State Policy Variation: Exploiting differences in occupational licensing and

anti-discrimination enforcement across states yields consistent results.

4.6. Mechanisms Analysis

To understand the channels through which wage gaps operate, we examine several

potential mechanisms (Table 6):

Table 6. Occupational distribution by immigration status (%).

Occupation Category U.S. Natives European/Canadian Asian/African
Management 15.2 18.7 12.4
Professional/Technical 22.8 28.9 35.6
Service 16.3 12.1 18.7
Sales 11.4 10.8 8.9
Production/Labor 18.9 14.2 12.8
Other 15.4 15.3 11.6

4.6.1. Occupational Sorting

The occupational distribution reveals important patterns. European/Canadian
immigrants have higher representation in management and professional occupa-
tions, explaining part of their wage premium. Asian/African immigrants, despite
high education levels, are underrepresented in management roles, suggesting bar-

riers to career advancement.

4.6.2. Returns to Experience

We examine returns to foreign versus domestic experience (Table 7):

Table 7. Returns to experience by immigration status.

Experience Type U.S. Natives European/Canadian Asian/African

U.S. Experience 0.032¢%* 0.035%** 0.038***
Foreign Experience - 0.018%** 0.012%**
Ratio (Foreign/U.S.) - 0.51 0.32

Note: ***p < 0.01. Returns calculated as marginal effects from wage regressions.
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The results show imperfect transferability of foreign experience, with Asian/Af-
rican immigrants facing particularly low returns (32% of U.S. experience returns

versus 51% for European/Canadian immigrants).

4.6.3. Decomposition Analysis
Using the methodology of Gelbach (2016), we decompose wage gaps into within-
occupation and between-occupation components:

Decomposition Results: European/Canadian premium: 85% due to occupa-
tional sorting, 15% within-occupation; Asian/African penalty: 78% due to occu-
pational sorting, 22% within-occupation

This suggests that wage gaps primarily reflect differential access to high-paying
occupations rather than unequal pay for the same work, consistent with our the-

oretical predictions about structural barriers.

4.7. Policy Simulation

We simulate the effects of various policy interventions:

4.7.1. Credential Recognition

Assuming perfect credential recognition would increase the transferability rate 0
by 20 percentage points:

¢ European/Canadian: Wage gap would decrease from +4.1% to +2.8%.

o Asian/African: Wage gap would decrease from —5.2% to —2.9%.

4.7.2. Anti-Discrimination Enforcement

Reducing the discrimination coefficient d by 50% would:

¢ European/Canadian: Minimal effect (already positive outcomes).
e Asian/African: Wage gap would decrease from —5.2% to —3.4%.

4.7.3. Combined Interventions

Implementing both credential recognition and anti-discrimination measures sim-

ultaneously would:

¢ European/Canadian: Wage gap would remain positive at +2.5%.

e Asian/African: Wage gap would decrease to —1.8%, representing a 65% reduc-
tion in the penalty.

5. Discussion and Policy Implications
5.1. Interpretation of Results

Our findings provide strong evidence for significant heterogeneity in immigrant
wage outcomes in the United States, with important implications for both theory
and policy. The 4.1% premium earned by European/Canadian immigrants and
the 5.2% penalty faced by Asian/African immigrants reflect fundamental differ-
ences in human capital transferability and labor market discrimination rather
than differences in underlying productivity.

The theoretical framework successfully explains these patterns through two key

mechanisms. First, human capital transferability varies systematically across origin
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regions, with European/Canadian qualifications and experience more readily rec-
ognized and valued in U.S. labor markets. This finding is consistent with the lit-
erature on credential recognition and professional licensing barriers that dispro-
portionately affect immigrants from certain regions (National Academy of Sci-
ences, 2017). Second, discrimination operates differently across groups, with Asian/
African immigrants facing greater barriers to job access and career advancement
despite higher average education levels.

The quantile regression results reveal that wage gaps are not uniform across the
distribution. European/Canadian immigrants experience larger premiums at higher
quantiles, suggesting that their human capital advantages are most valuable in
high-skill, high-wage occupations. This pattern is consistent with theories of skill
complementarity and the increasing returns to education in knowledge-intensive
sectors. Conversely, Asian/African immigrants face larger penalties at lower quan-
tiles, indicating that barriers are most severe for those with lower wage potential,
possibly reflecting greater discrimination in entry-level positions or industries
with less formal hiring practices.

The intersectional analysis provides compelling evidence that immigrant women
face additional disadvantages beyond the individual effects of gender and immi-
gration status. The 2.3% additional penalty for European/Canadian women and
3.7% additional penalty for Asian/African women demonstrate that multiple forms
of disadvantage interact in complex ways, requiring policy responses that address
intersectional rather than single-axis discrimination. This finding contributes to
the growing literature on intersectionality in labor economics and highlights the

importance of considering multiple dimensions of identity in empirical analysis.

5.2. Mechanisms and Channels

Our mechanism analysis reveals that wage gaps operate primarily through occu-
pational sorting rather than within-job wage discrimination. This finding has im-
portant policy implications, suggesting that interventions should focus on remov-
ing barriers to job access and career advancement rather than solely addressing
pay equity within positions. The decomposition analysis shows that 85% of the
European/Canadian premium and 78% of the Asian/African penalty operate
through occupational sorting, with only 15% and 22% respectively reflecting
within-occupation wage differences.

The occupational distribution analysis shows that despite higher education lev-
els, Asian/African immigrants are underrepresented in management and leader-
ship roles, suggesting the presence of “glass ceiling” effects that limit career pro-
gression. European/Canadian immigrants, by contrast, are overrepresented in
high-paying professional and managerial occupations, contributing to their wage
premiums. This pattern is consistent with research on occupational segregation
and suggests that barriers to advancement may be more important than barriers
to entry for understanding immigrant wage gaps.

The analysis of returns to experience confirms imperfect transferability of for-
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eign human capital. Asian/African immigrants receive only 32% of the returns to
foreign experience compared to domestic experience, while European/Canadian
immigrants receive 51%. This substantial difference suggests that credential recog-
nition and professional licensing reforms could significantly reduce wage gaps.
The lower transferability rates for Asian/African immigrants may reflect both for-
mal barriers (such as licensing requirements) and informal barriers (such as em-

ployer preferences or network effects).

5.3. Policy Recommendations

Based on our empirical findings, we recommend a comprehensive policy approach

addressing multiple dimensions of immigrant economic integration:

5.3.1. Credential Recognition Reform
Our policy simulations suggest that improving credential recognition could re-
duce wage gaps by 20% - 30%. Specific recommendations include:

1) Streamlined Recognition Processes: Establish standardized, expedited pro-
cedures for evaluating foreign credentials across professions. This could involve
creating centralized agencies responsible for credential evaluation and recogni-
tion, similar to systems used in Canada and Australia.

2) Bridge Programs: Develop targeted training programs to help immigrants
adapt their skills to U.S. standards and practices. These programs should be de-
signed in partnership with professional associations and employers to ensure rel-
evance and effectiveness.

3) Professional Licensing Reform: Reduce unnecessary licensing requirements
that disproportionately affect immigrants. This could involve reviewing existing
licensing requirements to eliminate those that do not serve legitimate public safety
purposes and creating alternative pathways to licensure for experienced foreign
professionals.

4) Employer Education: Provide resources to help employers better evaluate
foreign qualifications and experience. This could include training programs for
human resources professionals and the development of standardized tools for as-

sessing foreign credentials.

5.3.2. Anti-Discrimination Enforcement
The evidence of systematic wage penalties, particularly for Asian/African immi-
grants, suggests the need for stronger anti-discrimination measures:

1) Enhanced Monitoring: Increase workplace audits and investigations of hiring
and promotion practices. This could involve expanding the capacity of enforcement
agencies and developing new tools for detecting discriminatory practices.

2) Legal Remedies: Strengthen penalties for discriminatory practices and im-
prove access to legal recourse. This could include increasing damage awards for
discrimination cases and providing legal assistance to victims of discrimination.

3) Bias Training: Mandate unconscious bias training for hiring managers and

HR professionals. Research suggests that such training can be effective when
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properly designed and implemented.

4) Diversity Initiatives: Encourage employer adoption of diversity and inclu-
sion programs with measurable outcomes. This could involve providing incen-
tives for employers who demonstrate progress in improving diversity and inclu-

sion.

5.3.3. Intersectional Approaches
The evidence of intersectional disadvantages for immigrant women requires tar-
geted interventions:

1) Gender-Specific Programs: Develop mentorship and networking programs
specifically for immigrant women. These programs should address the unique chal-
lenges faced by women who are both immigrants and members of underrepre-
sented groups.

2) Work-Life Balance: Address childcare and family responsibilities that may
disproportionately affect immigrant women. This could involve expanding ac-
cess to affordable childcare and implementing family-friendly workplace poli-
cies.

3) Leadership Development: Create pathways for immigrant women to ad-
vance to management and leadership positions. This could involve targeted lead-
ership training programs and initiatives to increase representation of immigrant
women in senior roles.

4) Pay Equity Audits: Conduct regular reviews of compensation practices with
attention to intersectional effects. This could involve requiring large employers to

conduct pay equity audits and report on their findings.

5.3.4. Regional and Industry-Specific Interventions
Given the heterogeneity in outcomes across immigrant groups, policies should be
tailored to specific challenges:

1) Sector-Specific Programs: Develop targeted interventions for industries
with large immigrant populations. This could involve working with industry as-
sociations to develop best practices for immigrant integration.

2) Regional Coordination: Align federal, state, and local policies to address
geographic variation in outcomes. This could involve creating regional coordina-
tion mechanisms and sharing best practices across jurisdictions.

3) Employer Partnerships: Work with industry associations to develop best
practices for immigrant integration. This could involve creating certification pro-
grams for employers who demonstrate excellence in immigrant integration.

4) Data Collection: Improve monitoring and evaluation systems to track pro-
gress and identify emerging challenges. This could involve expanding data collec-

tion efforts and developing new metrics for measuring integration success.

5.4. Limitations and Future Research

While our study provides robust evidence on immigrant wage gaps, several limi-

tations suggest directions for future research:
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5.4.1. Data Limitations

1) Latin American Immigrants: Future research should examine this large and
diverse group separately, as their experiences may differ substantially from the
groups analyzed here. The exclusion of Latin American immigrants from our anal-
ysis represents an important limitation that should be addressed in future work.

2) Detailed Origin Countries: With larger samples, researchers could examine
variation within broad regional categories. This would allow for more nuanced
analysis of the factors driving wage gaps and more targeted policy recommenda-
tions.

3) Longitudinal Analysis: Panel data would allow for better understanding of
wage trajectories and assimilation patterns (Chiswick, 1978; Borjas, 1985). This
could provide insights into how wage gaps evolve over time and the effectiveness
of different integration strategies.

4) Firm-Level Data: Employer-employee matched data could provide insights
into within-firm discrimination and hiring practices. This would allow research-
ers to better distinguish between different sources of wage gaps and develop more

targeted interventions.

5.4.2. Methodological Extensions

1) Dynamic Models: Incorporate learning and adaptation processes that may
change over time. This could involve developing models that account for how hu-
man capital transferability and discrimination may evolve as immigrants gain ex-
perience in the U.S. labor market.

2) Network Effects: Examine how social and professional networks affect wage
outcomes. This could involve analyzing the role of ethnic enclaves, professional
associations, and other network structures in facilitating or hindering immigrant
integration.

3) Spatial Analysis: Consider geographic clustering and local labor market ef-
fects. This could involve examining how local economic conditions, industry
composition, and demographic characteristics affect immigrant wage outcomes.

4) Behavioral Mechanisms: Investigate psychological and social factors that
may contribute to wage gaps. This could involve examining the role of cultural
factors, language skills, and other non-economic factors in determining wage out-

comes.

5.4.3. Policy Evaluation

1) Natural Experiments: Exploit policy changes to identify causal effects of
specific interventions. This could involve analyzing the effects of changes in im-
migration policy, credential recognition procedures, or anti-discrimination en-
forcement.

2) Randomized Trials: Conduct experimental evaluations of credential recog-
nition and anti-discrimination programs. This could provide more definitive evi-
dence on the effectiveness of different policy interventions.

3) Cost-Benefit Analysis: Assess the economic returns to different policy in-

terventions. This could help policymakers prioritize different approaches and al-
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locate resources more effectively.
4) International Comparisons: Compare outcomes across countries with dif-
ferent integration policies. This could provide insights into best practices and help

identify promising policy approaches.

6. Conclusion

This study provides comprehensive evidence on wage differentials between na-
tive-born workers and immigrants in the United States using advanced economet-
ric techniques and rich microdata from the Current Population Survey (2019-
2022). Our theoretical framework incorporating human capital transferability and
discrimination mechanisms generates clear predictions that are strongly supported
by the empirical evidence.

The key findings reveal substantial heterogeneity across immigrant groups,
with European/Canadian immigrants earning 4.1% premiums while Asian/Afri-
can immigrants face 5.2% wage penalties relative to comparable U.S. natives. These
gaps operate primarily through occupational sorting rather than within-job dis-
crimination, with larger penalties at lower quantiles and intersectional disad-
vantages for immigrant women that exceed the sum of individual effects.

Our methodological innovations, including the combination of instrumental
variables, machine learning-enhanced matching, and quantile regression, provide
robust identification of causal effects while addressing key endogeneity concerns.
The extensive robustness checks, including natural experiments from policy
changes, confirm the credibility of our estimates. The use of multiple identifica-
tion strategies and comprehensive sensitivity analysis represents a significant con-
tribution to the methodological literature on immigration economics.

The policy implications are substantial and actionable. Our findings suggest
that targeted interventions addressing credential recognition, occupational licens-
ing reform, and anti-discrimination enforcement could significantly reduce wage
gaps and improve immigrant economic integration. The heterogeneity across
groups indicates that one-size-fits-all approaches are likely ineffective, requiring
tailored policies based on specific challenges faced by different populations.

The evidence of intersectional disadvantages highlights the importance of con-
sidering multiple dimensions of identity in policy design. Immigrant women face
additional penalties beyond the individual effects of gender and immigration sta-
tus, requiring comprehensive approaches that address the complex interactions
between different forms of disadvantage. This finding contributes to the growing
literature on intersectionality in economics and demonstrates the importance of
considering multiple dimensions of identity in empirical analysis.

Looking forward, this research opens several avenues for future investigation.
The exclusion of Latin American immigrants from our main analysis represents
an important limitation that should be addressed in future work. Additionally, the
mechanisms underlying occupational sorting deserve further investigation, par-

ticularly the role of social networks, employer preferences, and institutional bar-
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riers in shaping career trajectories.

The broader implications extend beyond immigration policy to fundamental
questions about labor market efficiency and social equity. The substantial wage
gaps documented here represent not only individual hardships but also aggregate
economic losses from underutilized human capital. Our policy simulations sug-
gest that comprehensive reforms could reduce these gaps by 65% or more, gener-
ating significant benefits for both immigrant communities and the broader econ-
omy.

Our study demonstrates the value of rigorous empirical analysis in informing
policy debates about immigration and economic integration. By combining theo-
retical insights with advanced econometric methods and comprehensive data, we
provide a foundation for evidence-based policymaking that can improve out-
comes for millions of immigrant workers and their families while strengthening
the overall economy. The methodological innovations introduced in this study
provide a template for future research in immigration economics and demon-
strate the importance of using multiple identification strategies to ensure robust
causal inference.

The substantial underutilization of immigrant human capital documented in
this study represents a significant economic inefficiency that reduces both indi-
vidual welfare and aggregate productivity. Addressing these challenges through
evidence-based policy interventions could generate substantial benefits for both
immigrants and the broader U.S. economy, while advancing the goals of economic
efficiency and social equity that are central to American values and aspirations
(Borjas, 2014).
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