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ABSTRACT

Language Proficiency and Labour
Market Performance of Immigrants in the UK*

This Paper uses two recent UK surveys to investigate labour market
performance, the determinants of language proficiency, and the effect of
language on earnings and employment probabilities of non-white immigrants.
Our results show that language acquisition, employment probabilities, as well
as earnings differ widely across non-white immigrants, according to their
ethnic origin. Language has a strong and positive effect on employment
probabilities. Furthermore, lack of English fluency leads to substantial
earnings losses for immigrants. While earnings of white and ethnic minority
natives develop in a similar manner, there is a large earnings gap between
these two groups and ethnic minority immigrants. English fluency contributes
considerably to reducing these differences. Addressing the problems of
measurement error and unobserved heterogeneity in language variables, our
results indicate that measurement error in the language variable leads to
underestimation of the importance of language for employment probabilities
and earnings in straightforward regressions. In comparison with results found
for other countries, language proficiency seems to be more important for
labour market outcomes of UK immigrants.
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NON-TECHNICAL SUMMARY

According to the 1994 Labour Force Survey, ethnic minorities account for
almost 5.5% of the overall population of Britain and for 6% of its working-age
population. Minorities are concentrated in the areas of Greater London and of
the West Midlands, where they account for 20% and for more than 14% of the
population respectively (see Sly (1995) and Green and Owen (1995) for more
details).

Issues surrounding the economic performance and wellbeing of minorities
have received a lot of attention in the public discussion in Britain. The question
of economic assimilation has always played a major role in the immigration
debate. There seems to be an understanding that economic assimilation is
socially desirable and that policy-makers should support this process, either
by programmes aimed at the resident migrant population, or by selection of
incoming immigrants.

This Paper uses two recent UK surveys to investigate labour market
performance, the determinants of language proficiency and the effect of
language on earnings and employment probabilities of non-white immigrants.
Whether implementation of language programmes is worthwhile depends on
the size of the language effect on labour market outcomes.  If it is small, the
cost of language education, or screening of immigrants according to their
language fluency upon immigration, may outweigh the benefits.  It is therefore
most important to obtain a reliable estimate of this coefficient.  We attempt to
address the problems, which arise in statistical analyses when estimating the
effects of language on labour market outcomes.

Our results show that language acquisition, employment probabilities, as well
as earnings differ widely across non-white immigrants, according to their
ethnic origin. We find that in simple regressions, language proficiency is
strongly associated with higher employment probabilities and with higher
earnings. While earnings of white and ethnic minority natives develop in a
similar manner, there is a large earnings gap between these two groups and
ethnic minority immigrants. On average, the earnings disadvantage does not
disappear over time.  English fluency contributes considerably to reducing
these differences.

Some simple back of the envelope calculations suggest that an immigrant,
who arrives at age 20 and who does not acquire fluency in English over the
first ten years of his/her migration history, loses on average between £10,000
and £21,000, compared to an immigrant who arrives with language fluency
(depending on the data source). Accordingly, language proficiency is an
important factor for economic success of immigrants in the UK and the



earnings losses immigrants experience due to a lack of language fluency are
substantial.

There are also large differences in employment probabilities and earnings
between individuals who belong to different minority communities. Immigrants
from Bangladesh are the most disadvantaged group. Chinese immigrants, the
most successful group, have about 50% higher earnings than Bangladeshi
immigrants. Similar patterns of ethnic differences in earnings can be observed
between ethnic minority immigrants and ethnic minority natives.

Our results also indicate that measurement error in the language variable
leads to underestimation of the importance of language for employment
probabilities and earnings in straightforward regressions.

We compare estimates obtained for the UK with those found for Germany, the
US, Canada, Australia and Israel.  The association between language and
earnings is largest for the UK, followed by the US and Canada. Much smaller
effects are found for Germany, Australia and Israel. Accordingly, language
seems to be more significant in affecting earnings of UK immigrants than
those of immigrants to other countries. As a consequence, it may be
worthwhile to implement schooling centres that support immigrants in their
acquisition of the English language at an early stage of their migration history.
Given the substantial earnings disadvantages immigrants experience due to a
lack of English fluency, there is clearly an incentive for the migrants to bear
part of the costs of language education.
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