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Abstract
This paper reviews the recent research on labour market outcomes of the children of immigrants
in Canada and the United States (i.e., the 2nd generation), and its determinants. The paper
focuses on outcome gaps between the 2nd and third-and-higher generations, as well as the
intergenerational transmission of earnings between immigrants (the first generation) and their
children. Overall, in both Canada and the United States the labour market outcomes of the
children of immigrants are positive. On average they have higher levels of education, and similar
labour force participation rates and unemployment rates (no controls) as the third and higher
generations (i.e. the children with native born parents). Furthermore, the children of immigrants
tend to have higher earnings (unadjusted data). The 2nd generation is also more likely to be
employed in professional occupations than the 3rd-and-higher generation, reflecting their higher
average levels of education, particularly in Canada. However, after accounting for background
characteristics, among racial minority groups in Canada the positive earnings gap turns
negative. Regarding the determinants of aggregate outcomes, educational attainment may
account for up to half of the (positive) earnings gap between the 2nd and third-and-higher
generations. Other important determinants of the wage gap include location of residence and
community size, ethnic group/source region background, the “degree of stickiness” in
educational and earnings transmission between the 1st and 2nd generation, and “ethnic capital”.
In both Canada and the United States there are large differences in outcomes by source
region/ethnic group background. The U.S the sociological literature in particular focuses on
possible “downward assimilation” among children of immigrants with Mexican and other Hispanic
backgrounds. In Canada, after controls, the 2nd generation racial minority groups outperform the
3rd plus generation educationally, but the 2nd generation with European and American
backgrounds do better in the labour market. Based on the trends in the composition of
immigrants since the 1980s, and their correlation with 2nd generation outcomes, the educational
and labour market gaps may move in different direction in the two countries in the future;
becoming increasingly positive in Canada, and more negative in the U.S.
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