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A MATTER OF DEGREES: UNDERSTANDING IMMIGRANT SKILLS AND LABOUR-
MARKET OUTCOMES

by Parisa Mahboubi

+  Using data from the 2023 Programme for the International Assessment of Adult Competencies (PIAAC),
this Commentary finds that immigrants in Canada score lower, on average, than non-immigrants on
measures of literacy, numeracy, and adaptive problem-solving, with the largest gap in literacy.

*  Although immigrants are more likely than non-immigrants to hold a university degree, higher educational
attainment does not close the skills gap. Immigrants score lower in literacy at every education level, with
university-educated immigrants scoring about the same as non-immigrants with only a high school diploma.
Immigrants with foreign credentials also tend to earn less and are less likely to work in high-skill occupations
than comparable non-immigrants, even after accounting for measured skills.

* 'The findings point to opportunities to improve immigrant selection and labour-market integration. The
tederal Express Entry program may have scope to raise its minimum language threshold and place greater
emphasis on advanced official-language proficiency. Faster, more consistent credential recognition and
measures to improve how employers assess foreign qualifications also warrant attention. Post-arrival support,
particularly employment-focused language training, should be rigorously evaluated to ensure resources go to
programs that improve outcomes.

INTRODUCTION

Foundational skills largely contribute to individuals’employment and wage levels.! This is also true for
immigrants (Green and Riddell 2003; Ferrer, Green, and Riddell 2006; Barrett 2012). Higher levels of
foundational skills are strongly associated with better employment and earnings outcomes by making it
easier for workers to acquire and apply job-specific technical skills, enhancing productivity and supporting

1 'This Commentary uses “skills” specifically to mean literacy, numeracy, and adaptive problem-solving abilities, which are basic
competencies essential for full participation in the economy and society.
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immigrants’ labour market integration (Clarke and
Skuterud 2016). Immigrants with higher skill levels
can also contribute to better economic outcomes
for all residents, consistent with broader evidence
linking adult skill levels to productivity (Andrews et
al. 2025).

Canada’s economic immigration system is
designed to select newcomers who can integrate
quickly and successfully into the labour market,
yet questions persist about whether immigrants’
educational qualifications and skills translate into
positive labour-market outcomes once they arrive.
'This Commentary examines two interrelated empirical
questions using the 2023 PIAAC survey. First,
how large are the skills gaps between immigrants
and non-immigrants in literacy, numeracy, and
adaptive problem-solving (APS)? Related to this
first question, what factors are associated with these
gaps, and how has the literacy gap evolved over the
past decade? Second, once differences in measured
skills and background characteristics are taken
into account, do immigrants and non-immigrants
experience different employment, earnings, and
occupational outcomes?

'The results show that immigrants continue to
have lower measured skills than non-immigrants,
with the largest difference in literacy. Language
background is strongly associated with these
differences: among adults who speak English or
French at home, immigrants and non-immigrants
have similar skills. Immigrants’ higher educational
attainment does not close the gap, which is present
at every education level. Where immigrants
obtained their highest credential is also strongly
associated with measured skills. Meanwhile, the

Policy Area: Education, Skills and Labour Market.

estimated literacy gap in the 2023 survey is smaller
than the first PIAAC cycle a decade earlier,
although the change is not statistically significant.

'The labour market results are less straightforward
than the skills differences alone might suggest.
Immigrants and non-immigrants with similar
characteristics have comparable employment rates,
and immigrants report using their skills at work
at least as often as non-immigrants. However,
immigrants whose highest credential was obtained
abroad tend to earn less and are less likely to
work in high-skill occupations than comparable
non-immigrants. Immigrant earnings are also
more closely tied to their measured skills than
those of non-immigrants. These findings point
to the importance of distinguishing educational
credentials, including where they were obtained,
from directly measured skills when assessing
immigrants’ labour-market integration.

‘These patterns matter because immigration is
a central way Canada adds to its workforce and
because immigrants are more likely than non-
immigrants to hold a university degree. When
immigrants’ skills fall short of what their credentials
suggest, or when their foreign qualifications are
discounted, the consequences likely show up
as lower earnings for immigrants and forgone
productivity for the broader economy.

'The gap between immigrants’ credentials and
their measured skills suggests room to improve how
the immigration system assesses skills at selection
and helps immigrants develop them after arrival.
Selection, credential recognition, and settlement
services are the main policy levers for these outcomes.
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'This Commentary makes three policy
recommendations, one for each lever. First, Express
Entry has scope to raise its minimum language
threshold and place greater emphasis on advanced
official-language proficiency, with ongoing
evaluation of the effects on longer-term outcomes.
Furthermore, measured skills are closely associated
with language background, and university-educated
immigrants have literacy skills similar to non-
immigrants with only a high school diploma.
Together with existing evidence on the earnings
of economic principal applicants, these findings
support stronger language selection.

Second, governments should continue working
toward faster and more consistent credential
recognition along with policies that address how
employers assess foreign qualifications and help
newcomers gain Canadian work experience.
Immigrants with foreign credentials still earn less
and face poorer occupational outcomes than non-
immigrants, even after accounting for measured skills.

'Third, because many immigrants are not selected
on the basis of language or skills, post-arrival support,
particularly employment-focused language training,
remains important. Existing programs, however,
warrant rigorous evaluation so that resources go to
those that demonstrably improve outcomes.

To place these findings in context, the next
section reviews what the first PIAAC cycle
and subsequent research have established about
immigrant skills and their relationship to labour-
market outcomes before turning to what the 2023
data add to that evidence (see Box 1).

WHAT WE KNOW ABOUT
IMMIGRANT SKILLS AND LABOUR-
MARKET OUTCOMES

Previous C.D. Howe Institute research using
the first PIAAC cycle identified a sizable gap in
measured literacy skills between immigrants and
non-immigrants in Canada. Mahboubi (2017a)
tound that immigrants scored, on average, 24
points below non-immigrants in literacy in the

2012 PIAAC. That study also found that Canada’s
immigrant literacy gap was considerably larger than
Australia’s despite the two countries’ similarities

as major immigrant-receiving countries with
points-based selection systems. Its analysis pointed
particularly to language background and the
location in which education was obtained as factors
associated with immigrants’ measured literacy,
raising questions about how well formal educational
attainment alone captures the skills immigrants
bring to the Canadian labour market.

This pattern is consistent with broader
Organisation for Economic Co-operation and
Development (OECD) evidence: across PIAAC-
participating countries, immigrants’literacy
proficiency lags that of native-born adults, with the
gap persisting even when comparing immigrants
and native-born adults with the same level of
education. The OECD’s cross-country comparison
also highlights the role of language — specifically,
whether immigrants speak the host-country
language at home or learned it as a child —in
explaining immigrants’ skills gaps (OECD 2017).

Subsequent research has reinforced the
importance of distinguishing educational
credentials from directly measured skills, while also
showing considerable variation within immigrant
populations. Using the first Canadian PIAAC cycle,
Annen (2018) found that numeracy was positively
associated with labour-market success and that
obtaining one’s highest qualification abroad was
associated with weaker labour-market outcomes.

Meanwhile, Mueller and Truong (2021), who
distinguished immigrants by admission category,
found that economic immigrants generally had
higher literacy and numeracy scores and wages than
other immigrant groups. Returns to these skills
(the earnings gain associated with higher skills)
were economically significant across the earnings
distribution and broadly similar for immigrants and
non-immigrants. Consistent with this, Cukier and
Stolarick (2020) found that immigrants remained
more likely to be unemployed than Canadian-born,
even after accounting for literacy and numeracy
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Box 1: Understanding the PIAAC Survey

The Programme for the International Assessment of Adult Competencies (PIAAC) is a multi-cycle
international survey conducted by the OECD to measure the skills of adults across participating
countries. PIAAC assesses adults aged 16 to 65 in literacy, numeracy, and adaptive problem-solving

and information-processing skills essential for full participation in the economy and society. Literacy
is the ability to understand, evaluate, and use written text. Numeracy is the ability to use and interpret
numerical and mathematical information. Adaptive problem-solving is the ability to respond to
unfamiliar or changing situations using digital tools, such as navigating an unfamiliar website

or resolving an error message. Scores in each domain range from zero to 500, with higher scores

indicating stronger skills.

Canada participated in the first PIAAC cycle in 2012 and again in the second cycle in 2023. This
Commentary draws on data from the second cycle. Data collection for Cycle 2 ran from September
2022 to July 2023. The Canadian sample contains 11,697 respondents.

PIAAC also collects information from participants regarding their demographic characteristics,
immigration status, education and training history, language background, and labour-market experience.
'This allows the study to examine how measured literacy, numeracy, and problem-solving skills relate to
these characteristics, rather than relying on self-reported proficiency, which can be biased.

scores, suggesting that measured skills narrow, but do
not fully close, the gap in labour-market outcomes.

Broader PIAAC literature also demonstrates
that directly measured skills are associated with
labour-market outcomes, even among people with
the same level of formal education (Richwine 2022;
Tverdostup and Walter 2026). Across countries,
higher numeracy has been associated with greater
employment and higher earnings (Hanushek et
al. 2015; Anghel and Balart 2017; Stijepic 2020;
OECD 2024). When literacy and numeracy are
included in the same model, numeracy generally
retains a significant association with wages, while
literacy’s independent contribution is small (Lancee
and Bol 2017).

Canadian evidence similarly indicates that
measured skills help account for differences in
immigrants’ earnings and labour-market outcomes.
For example, Truong and Sweetman (2018) found
that a one-standard-deviation increase in problem-

solving skills in technology-rich environments was
associated with a 7 percent increase in earnings,
with no significant difference in this return between
immigrants and the Canadian-born.

Meanwhile, more recent research using the
second PIAAC cycle has examined the relationship
between immigrants’ measured skills and the work
they perform: Tverdostup and Walter (2026), for
example, find that immigrants in several European
countries perform less cognitively demanding tasks
than non-immigrants within occupations, but that
these differences disappear after accounting for
measured skills.

'This Commentary contributes to the literature by
examining the new PIAAC cycle to identify skills
gaps between immigrants and non-immigrants —
and the characteristics associated with differences in
measured skills — and by investigating how PIAAC

skills relate to labour-market outcomes.
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WHAT THE 2023 PIAAC DATA
REVEAL

'This Commentary's analysis uses the 2023 PIAAC
Canadian public-use file, which directly assesses
adults’ literacy, numeracy, and adaptive problem-
solving skills. The file also collects information on
their demographic characteristics, education and
training, language background, immigration status,
and labour-market experience (Box 1).

'The analysis proceeds in two stages. It first
compares the measured skills of immigrants
and non-immigrants and examines how
those differences change after accounting for
characteristics including education, language
background, age, and other observable factors. It
then examines immigrants separately to assess how
characteristics such as language background, where
the highest credential was obtained, and years since
immigration are associated with measured skills.

'The second part of the analysis turns from skills
as outcomes to their relationship with labour-market
outcomes, examining whether differences between
immigrants and non-immigrants in employment,
earnings, occupational skill level, and overqualification
persist after measured skills and other observable
characteristics are taken into account.?

'The analysis accounts for PIAAC’s complex
survey design and the uncertainty associated with
its proficiency measures. Because the data are cross-
sectional, the relationships identified should be

interpreted as associations rather than causal effects.
'The online Appendix C provides further details

on the samples, variables, estimation methods, and
robustness checks.

'The public-use data also impose important
limitations. Most notably, they do not identify
immigrants’ admission category or province of
residence, measure official-language proficiency
directly,® or allow the timing of immigration to be
matched precisely with when the highest credential
was obtained. The results, therefore, describe the
foreign-born population as a whole and cannot
establish whether the same relationships apply
specifically to immigrants selected through Express
Entry or other admission streams. These and other
data limitations are discussed further in online
Appendix C.

With these limitations in mind, the 2023
PIAAC shows clear differences in measured
skills between immigrants and non-immigrants.*
Immigrants in Canada, on average, score lower than
non-immigrants in all three PIAAC domains, but
the size of the gap varies considerably. The literacy
gap is the largest, at 20 points, followed by adaptive
problem-solving at 16 points, and numeracy at just
7 points (Figure 1).°

Because literacy shows the largest gap of the
three domains, it is the primary focus of the analysis
that follows. Numeracy and adaptive problem-
solving are also examined but only reported in
several sections later in this Commentary.

2 Appendix Table B1 summarizes descriptive statistics for key variables and characteristics.

w

The language measure used reflects whether respondents’ home language matches the test language.

4 'Throughout this Commentary, immigrants are respondents born outside Canada, and non-immigrants are those born in

Canada.

5 “All Respondents”in Figure 1 includes 90 doorstep-interview cases (0.77 percent of the sample). The Doorstep Interview

is an administrative mechanism introduced in PIAAC Cycle 2 to minimize non-response among individuals facing severe
official language barriers — a category the OECD classifies as “literacy-related non-response.” These respondents have very
low imputed proficiency scores. Among the 86 Doorstep Interview respondents for whom country of birth is reported, 85
were born outside Canada and would, therefore, be classified as immigrants under this study’s definition. Including these
respondents according to birthplace increases the estimated immigrant/non-immigrant literacy gap from approximately 20

to 26 points. However, because these respondents lack other information required for the analysis, they are excluded from

the immigrant/non-immigrant comparisons.
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Figure 1: PIAAC Skills Scores of Immigrants and Non-Immigrants (Ages 16-65)

Score ® Immigrants = Non-Immigrants All Respondents

285

274
271 271
267

275
270

266
265

260 259 259

255
250
250
245
240

235

Literacy Numeracy Adaptive Problem Solving

Note: Scores in each domain range from 0 to 500. “All Respondents” includes 90 doorstep-interview respondents; immigrant and non-
immigrant estimates exclude them (see footnote 5).

Source: Author’s estimates using PIAAC 2023 Canada Public Use File.

Canada’s Immigrant Literacy Gap in gap (20 points) is smaller than that in the US (48
International Context points) and England (29 points), and below the
OECD average (30 points).

'The comparison across the two PIAAC cycles
highlights two important patterns. First, in 2012,
Canada’s 24-point immigrant/non-immigrant
literacy gap was not large by international
standards: it was smaller than in the US (36
points) and close to the OECD average (21
points). Australia’s performance highlighted the

Table 1 compares Canada’s literacy performance
with that of other major immigrant-receiving
countries and the OECD average. In the 2023
cycle, Canada’s overall literacy score exceeds both
the OECD average and that of the US, although
it remains slightly below that of England. More

importantly, Canada’s immigrant/non-immigrant

6 Differences between Canada and the OECD average and the US are statistically significant across all groups and both
cycles. Canada’s difference from England is not statistically significant, except among immigrants in Cycle 2, where Canada
scores higher. England was the only constituent nation of the United Kingdom to participate in Cycle 2 of PIAAC, so
results for England should not be taken to represent the UK as a whole.
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Table 1: International Comparison of PIAAC Literacy Scores by Selected Countries (Ages 16-65)

Non- Immigrants Proportion of
All el Immigrants Literg:y Score Immigrants
ap (percent)

Cycle 2 (2023)

Canada 271 279 259 -20 31
UsS 258 268 220 -48 18
England 272 278 249 -29 22
Australia — = = =
OECD Average 260 267 237 -30 15
Cycle 1 (2012)

Canada 273 280 256 -24 26
UsS 270 275 239 -36 15
England 273 276 255 -21 12
Australia 280 284 271 -13 28
OECD Average 266 269 248 -21 11

Note: The PIAAC literacy ranges from 0 to 500. Australia did not participate in Cycle 2. The 2023 scores for all adults include respondents
who completed only the doorstep interview as discussed in footnote 5, while scores for immigrants and non-immigrants exclude them. The
immigrant/non-immigrant gaps are, therefore, comparable across cycles.

Source: OECD Data Explorer; PIAAC Cycle 1 (2012) and Cycle 2 (2023).

possibility of achieving strong literacy outcomes
among immigrants despite high immigration levels
(Mahboubi 2017a).”

Second, by 2023, Canada’s position improved
in absolute terms: the gap narrowed from 24 to 20
points, even as the proportion of immigrants in the
population rose from 26 to 31 percent. However,
this change is not statistically significant.

Since PIAAC does not identify immigrants

by admission class, it is impossible to isolate the

role of each program — especially the introduction
of Express Entry in 2015, which placed

greater emphasis on applicants’ human capital
characteristics — from shifts in the composition

of participants across immigration. Nevertheless,
Canada’s 2023 immigrant literacy gap remains
substantially larger than Australia’s 2012 gap,

the most recent Australian estimate available,
suggesting that there remains considerable scope to
turther improve immigrant literacy outcomes.

7 Australia did not participate in the 2023 cycle, so its current standing cannot be directly compared.
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Table 2: The Regression Outcomes for Literacy Skills

Control for
(screening out the effect of)
No Control All

Language Education Characteristics

(Full Control)
Immigrant =20 -8 =34 -19*
Language — 307 — 30"
Education: University (vs. Less than HS) — — 971 68"
Education: College (vs. Less than HS) — — 69+ 51
Education: High school (vs. Less than HS) — — 497 37
Other demographic controls = = = l
R? 0.04 0.07 0.26 0.36
N 10,195 10,195 10,195 10,195

Notes: Sample restricted to adults aged 25-65 who have largely completed their education; all specifications are estimated on the same
respondents. “Language” indicates whether the test language matched the language spoken most often at home. Demographic controls
include parental education, age, gender, and training.

Coefficients represent point differences in literacy scores (0-500 scale) associated with each characteristic, holding the other included variables
constant. For example, the 30 coefficient for language in the fully controlled model means that, holding education and other characteristics
constant, immigrants whose home language matches the test language score 30 points higher on average than those whose home language
does not match the test language.

** Indicates the estimated parameter is statistically significant at the 1 percent level.

Source: Author’s estimates using PIAAC 2023 Canada Public Use File.

FACTORS ASSOCIATED WITH accounting for language background, education, age,
IMMIGRANT SKILLS GAPS parental education, gender, and training.®
However, the characteristic most strongly

Table 2 shows that Canadian immigrants aged 25- . . 4 0 o gap is language background.

65 scored, on average, 22 points lower than non-
immigrants on the 2023 PIAAC literacy test —a
gap that declines only modestly to 19 points after

Accounting for whether the language of the test
(English or French) matches the language most
often spoken at home — a proxy for language

8  Results for adults aged 16-65 are shown in Appendix Table B2. Including adults aged 16-24, some of whom have not yet
completed their education, yields immigrant gaps up to three points smaller in all specifications, with no change in sign or
statistical significance.
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Figure 2: Literacy Scores by Immigration Status and Whether Home Language Matches the Test

Language (Ages 25-65)

276
I 239

290
280 = 276
270
260
250
240
230
220
210
Non-immigrants Immigrants
Language Match

Non-immigrants Immigrants

No Language Match

Notes: “Language match” means the language the respondent speaks most often at home is the language in which they took the PIAAC
test (English or French). Bars show average literacy scores (0-500 scale).

Source: Author’s estimates using PIAAC 2023 Canada Public Use File.

background — the literacy-score gap between
immigrants and non-immigrants shrinks by more
than half from 22 points to eight.” No other
characteristic available in the data reduces the
gap as much when taken into account on its own.
Because the PIAAC test in Canada is administered
in English or French, literacy results are inherently
tied to proficiency in an official language.
Language use differs markedly between the
two groups: about half (49 percent) of immigrants
aged 25-65 most often speak English or French

at home, compared with nearly all (97 percent)

non-immigrants. Among immigrants, those whose
home language matches the test language score 37
points higher, on average, than those whose home
language does not, while the equivalent difference
among non-immigrants is negligible (three points)
and not statistically significant.

Among those whose home language matches
the test language, immigrants and non-immigrants
show no statistically significant difference in
literacy (a four-point gap).'” The immigrant-non-
immigrant literacy gap is, therefore, concentrated
among those who do not speak an official language

9  Among the language variables — whether the test language matches the language most often spoken at home, whether it
matches the respondent’s native language, and whether the respondent is either native-born or a native speaker of an official
language — the home-language measure has the strongest association with literacy scores and provides the best model fit

(see Figure Al in Appendix A). Therefore, it is used as the language proxy throughout the regression analysis.

10 The same holds for numeracy and adaptive problem-solving.
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Figure 3: Average Literacy Scores by Education Level and Immigration Status (Ages 25-65)

Points ® Non-immigrants

350
300
250
200
150
100

50

Below High School

High School

= Immigrants

312

College University

Source: Author’s estimates using PIAAC 2023 Canada Public Use File.

at home, where it amounts to a statistically
significant 37 points (Figure 2).

Educational attainment is also strongly
associated with literacy scores, but it tells a different
story. Counterintuitively, controlling for education
widens the immigrant literacy gap to 34 points
rather than narrowing it."! This reflects the fact
that immigrants aged 25-65 are, on average, more
highly educated than non-immigrants: 57 percent
of these immigrants hold at least a university
degree compared to 31 percent of non-immigrants
in the same age group. Therefore, accounting for
differences in education levels between immigrants

and non-immigrants removes a difference in favour
of immigrants that had been offsetting part of the
underlying literacy gap.?

A statistically significant literacy gap between
immigrants and non-immigrants remains at every
education level. Immigrants score between 29
and 39 points lower than non-immigrants with
the same level of education, or roughly 12 to 20
percent lower (Figure 3).”* University-educated
immigrants score, on average, about the same as
non-immigrants with only a high school diploma

(273 and 268 points).

11 'The same pattern holds in proportional terms (in models of log literacy scores).
12 Controlling for education and language together (not shown) leaves a gap of about 20 points, close to the 19-point gap in
the fully controlled model. The remaining characteristics (parental education, age, gender, and training), therefore, make

little additional difference to the gap.

13 'The size of the gap does not differ significantly across education levels, whether measured in points (p = 0.20) or in logs
(p = 0.44), based on tests of equal immigrant/non-immigrant gaps across the four education levels (adults aged 25-65).
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Figure 4: Literacy Proficiency Levels by Education and Immigrant Status (Ages 25-65)

m Level 1 or Below m Level2 m Level3  m Level 4/5
20 40 60 80 100

<
o0 ..
asfs Non-immigrants 51 37 11
5
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O] Immigrants 80 16 4
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% Non-immigrants 16 37 38 8
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@3 Immigrants 41 32 22

T

:%)n Non-immigrants 8 27 50 15
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g* Non-immigrants B 49 36

-
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Notes: Literacy levels are based on the OECD PIAAC skills-level ranges: Below Level 1 (<176 points), Level 1 (176-225), Level 2 (226-

275), Level 3 (276-325), and Level 4 (326-500).

Source: Author’s estimates using PIAAC 2023 Canada Public Use File.

'The gap reflects a broad shift across proficiency
levels not driven by a small group of very low
scorers (Figure 4). Half of university-educated
immigrants score at the two lowest literacy levels
(Level 2 or below) compared with 15 percent of
university-educated non-immigrants. Among
university graduates, only 15 percent of immigrants
reach Level 4 or 5, compared with 36 percent of
non-immigrants. Literacy rises with education
for both groups and by a similar amount: the gap
between university graduates and those without a
high school diploma is about 90 points for both

immigrants and non-immigrants (Figure 3).

However, because immigrants score lower at every
education level, the same credential is associated
with lower literacy proficiency.

For its part, Canada’s Express Entry system
awards points for higher education, reflecting
the expectation that it is associated with stronger
skills. These results suggest that, for immigrants,
educational credentials alone may overstate literacy
proficiency relative to the same credentials held by
non-immigrants.

A Blinder-Oaxaca decomposition of the literacy
gap' shows that differences between immigrants
and non-immigrants in measured characteristics

14 'The Blinder-Oaxaca decomposition is a statistical technique that splits the average score gap between two groups into the
part associated with differences in measured characteristics, such as education or language background, and the part that
remains after accounting for them. These are statistical associations and do not imply that the characteristics cause the

differences.
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account, on balance, for only about three of the 22
points (Appendix Table B3). This is because two
factors pull in opposite directions and largely offset
each other: immigrants’ less frequent use of an
official language at home is associated with a nine-
point larger gap, while their higher rate of university
completion is associated with an 18-point smaller
gap. The remaining 19 points are not accounted
for by the characteristics in the data, which are

too broad to capture differences in the depth of
language proficiency in an official language, the
quality and content of credentials, and whether
these credentials were earned in Canada or abroad.

'This finding suggests that improving immigrants’
observable characteristics alone — for example,
turther raising educational attainment — is
unlikely to close the literacy gap unless differences
in language proficiency and in the quality or
transferability of education are also addressed.

Turning to other domains, adaptive problem-
solving follows a pattern similar to literacy:
controlling for language narrows the gap from 16
points to six, though the fully adjusted gap returns
to 16 points once all other controls are added (Table
B4 in Appendix B). Meanwhile, numeracy differs.
'The unadjusted gap is smaller (nine points) and
disappears once language is accounted for (Table B5
in Appendix B).

Language matters for numeracy because many
PIAAC numeracy tasks are text-based, real-life
problems that require reading in the test language.
But it matters less than for literacy: in the full
models, language background is associated with a
difference of about 19 points in numeracy compared
with 30 points in literacy. As a result, the widening
effect of education outweighs the narrowing eftect
of language, and the fully adjusted numeracy gap
(13 points) is larger than the unadjusted gap.

'These analyses leave open what factors are
associated with stronger or weaker skills among
immigrants themselves, such as where credentials
were obtained, region of birth, and time spent in

Canada. The next section examines these factors
within the immigrant population.

Factors Associated with Skills Among

Immigrants

Table 3 shows that language background remains
one of the characteristics most strongly associated
with skills among immigrants (aged 25-65): those
whose home language matches the test language
score 16 points higher in literacy and 11 points
higher in adaptive problem-solving than otherwise
similar immigrants whose home language does not
match. For numeracy, the difference (six points) is
not statistically significant.

Where the highest credential was obtained is
similarly associated with skills, which is relevant
to Canadian immigration policy because Express
Entry’s system awards additional points for a
credential obtained in Canada. Immigrants whose
highest credential is from North America or
Western Europe score about the same as those
with a Canadian credential in all three domains.
However, this group size is small, and most of its
members were born in North America or Western
Europe and speak English or French at home.

The result, therefore, mainly compares immigrants
from those regions and cannot show whether a
credential from North America or Western Europe
is associated with skills similar to immigrants born
elsewhere with a Canadian credential.

In contrast, immigrants whose highest credential
was obtained outside North America and Western
Europe score about 13 points lower in each of
literacy, numeracy, and adaptive problem-solving
than those with a Canadian credential. Birth region
is held constant, so this compares immigrants born
in the same region but with difterent credential
locations: for example, those educated in Canada
with those educated in their region of origin. About
45 percent of immigrants aged 25-65 hold their

highest credential from Canada, drawn from every
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Table 3: The Regression Outcomes for Immigrants Only by Skills Domain (Ages 25-65)

Literacy Numeracy APS

Home language = test language 16™* 6 11
Education (vs. below high school)

High school 36 327 37+

College 47+ 457 48*

University 66+ 74+ 66+
Highest credential location (vs. Canada)

North America/Western Europe, outside Canada 1 -4 -6

Outside North America/Western Europe —-13%* -13* -13*
Years in Canada (vs. 0-5 years)

Six-10 years 6 0 127

11-15 years 8 -1 12**

16+ years 15+ 2 150
Age (vs. 25-34)

35-44 -9** -12** -15%

45-54 _q e 9 _q e

55+ _D6H _o1 3
Female -2 -16** -4
Participated in training g 11 6*
Birth region (vs. Arab States)

South and West Asia -12 -13* -3

Latin America and the Caribbean 8 3 11

Sub-Saharan Africa 2 -2 3

East Asia/Pacific (poorer countries) 0 5 13*

East Asia/Pacific (richer countries) 26™* 34 28

Central and Eastern Europe 13 11 14*

North America and Western Europe 28*** 28*** 32%
R? 0.40 0.37 0.40
N 2,123 2,123 2,123

Notes: Sample restricted to immigrants aged 25-65. All three models use the same respondents. Each model additionally controls for parental
education (upper secondary, tertiary, not reported), none of which are shown here. Full coefficient table available on request.

* p<0.10, ** p<0.05, *** p<0.01. Coeflicients represent point differences in skills scores (0-500 scale) associated with each characteristic,
holding the other included variables constant.

Source: Author’s estimates using PIAAC 2023 Canada Public Use File.
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birth region, while 43 percent hold it from outside
North America and Western Europe, a group with
lower measured skills.'®

Time in Canada is associated with skills
difterently across domains. Immigrants who have
lived in Canada more than five years score 12
to 15 points higher in adaptive problem-solving
than recent immigrants. In literacy, a significant
difterence appears only for those in Canada for
16 years or more (15 points), and there is none in
numeracy. Because the data are cross-sectional,
these differences may reflect skill development after
arrival, differences between immigrants who arrived
in different periods, or both.

Several other characteristics are also associated
with immigrants’ measured skills. For example,
older immigrants perform less well than those aged
25-34 in all three domains. This is consistent with
evidence that skills erode with age (Mahboubi
2017b), although cross-sectional data may also
reflect generational differences in education and
experience. Immigrants who participated in training
score higher in all three domains.

Women score similarly to men in literacy and
adaptive problem-solving but 16 points lower in
numeracy. Immigrants born in North America and
Western Europe or in higher-income East Asian
economies outperform those born in Arab states,
even after accounting for credential location and
other characteristics. Birth region and credential
location, therefore, capture distinct information.

Overall, within the immigrant population, where
the highest educational credential was obtained is
consistently associated with skills across all three

domains, while language background is associated
with literacy and adaptive problem-solving but not
numeracy.

SKILLS AND LABOUR MARKET
OUTCOMES

'This section examines whether differences in skills
between immigrants and non-immigrants are
associated with different labour-market outcomes.
Literacy and employment likely reinforce one
another: stronger skills improve employment
prospects, while employment helps maintain skills
through regular use; time outside the labour market
may depreciate skills.

On the surface, immigrants aged 25-65 are
doing well in Canada’s labour market: they are
employed at about the same rate as non-immigrants
(81 percent versus 79 percent), and immigrant
employees are more likely to work in high-skill
occupations (62 percent versus 57 percent).
However, they are also more likely to report being
overqualified for their jobs (34 percent versus
28 percent) — which at first glance suggests that
immigrant talent is being underused.

Gaps After Accounting for Skills and Other

Characteristics

Table 4 examines whether the differences in labour-
market outcomes persist when immigrants are
compared with non-immigrants who have similar

skills, education, and other characteristics.!”

15 'The remaining 12 percent hold their highest credential from elsewhere in North America or Western Europe. Of these, 62

percent were born in that region, and 73 percent speak English or French most often at home, compared with 26 percent of

those credentialed outside North America and Western Europe.

16 Overqualification is based on respondents’ own assessment of the education level needed to get their current job, compared

with their highest qualification. As a self-reported measure, it may be affected by differences in how immigrants and non-

immigrants perceive job requirements.

17 All labour-market analyses exclude respondents aged 16-24. Outcomes other than employment (top earnings quintile,

earnings-quintile position, high-skill occupation, and overqualification) further restrict the sample to employed respondents,
excluding the self-employed and those whose employment type was not reported.
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Table 4: Gaps in Labour-Market Outcomes Between Immigrants and Non-Immigrants (Ages 25-65)

Outcome Model Unadjusted Skills Only Ed‘g;:tﬁ:n * Full Controls
Linear Probability Model "

Employment (LPM) 0.013 0.030 0.008 0.000
High-skill occupation LPM 0.045* 0.106*** -0.027 0.000
Overqualification LPM 0.068*** 0.059** -0.022 -0.092***
Top-earnings quintile LPM 0.004 0.022 -0.017 0.003
Earnings-quintile . o

i Ordered probit -0.066 -0.001 -0.150 -0.033
position

Notes: Coeflicients represent the immigrant/non-immigrant gap in each outcome. Employment, top-earnings quintile, high-skill occupation,
and overqualification are yes/no outcomes estimated using a linear probability model. Coefficients are differences in probability (e.g., 0.068
= 6.8 percentage points). Earnings-quintile position (lowest to highest quintile of annual earnings) is estimated with an ordered probit, and

coeflicients indicate direction and relative strength rather than percentage points.

“Skills only” controls for literacy, numeracy, and adaptive problem-solving scores. “Education + skills” adds educational attainment. “Full
controls” further adds home language, age, gender, parental education, training, and whether the highest credential was obtained abroad.
Results are similar when each skill domain is entered separately. Employment includes all adults aged 25-65 (N = 10,149). Other outcomes

are restricted to employees aged 25-65, excluding the self-employed (N = 6,633-6,794). Each row uses the same respondents in all columns.

*p<0.10, ™ p<0.05, ** p<0.01.

Source: Author’s estimates using PIAAC 2023 Canada Public Use File.

Three patterns stand out. First, there is
little evidence of an employment gap between
immigrants and non-immigrants (only a small,
marginally significant difference in favour of
immigrants of 3 percentage points when only skills
are controlled for).

Second, measured skills do not explain the
unadjusted differences, and accounting for them
enlarges the gaps for some outcomes. Immigrant
employees are 11 percentage points more likely
than non-immigrant employees with the same skills
to work in a high-skill occupation, and 6 percentage
points more likely to be overqualified. Measured
skills, therefore, do not account for the unadjusted
differences.

'Third, the picture changes once education is
taken into account. Because immigrants are more

highly educated, comparing them with equally

educated non-immigrants with the same skills
removes their high-skill-occupation advantage and
their overqualification disadvantage. It also reveals
an earnings gap: immigrants rank significantly
lower in earnings distribution than non-immigrants
with the same education and skills. That gap is no
longer significant once the remaining controls are
added, including whether the highest credential was
obtained abroad. With all controls, immigrants are
9 percentage points less likely to be overqualified
than otherwise similar non-immigrants.

'The absence of significant employment and
earnings gaps in the unadjusted and fully adjusted
models may partly reflect survey timing: PIAAC
was conducted during a period of exceptionally
tight labour market conditions when widespread
labour shortages may have reduced barriers to
employment.
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Table 5: Labour-Market Gaps by Where Immigrants’ Highest Credential Was Obtained (Ages 25-65)

Employment 0.032 -0.003 -0.002 -0.005
High-skill occupation 0.095** 0.001 0.006 -0.058*
Overqualification -0.024 0.149** -0.110"* 0.018
Top-earnings quintile 0.038 -0.028 0.012 -0.043
f(‘;‘sri‘g:ﬁs'q“i“tﬂe 0.088 -0.203" 0.006 O

Sample composition may also play a role.
Immigrants who are hardest to reach for a
lengthy, language-demanding assessment are
likely underrepresented in the sample (Appendix
C). If they face greater labour market barriers,
the observed employment and earnings gaps
would understate those in the wider immigrant
population.

How Credential Origin Relates to Labour-
Market Outcomes

'The fully adjusted estimates in Table 4 include
whether an immigrant’s highest credential was
obtained abroad. Table 5 separates immigrants by the
location where their highest credential was obtained
to further estimate the role of credential origin.

In the fully controlled model, immigrants who
obtained their highest credential from Canada have
labour-market outcomes similar to comparable
non-immigrants and are 11 percentage points less
likely to be overqualified.

Immigrants with foreign credentials show a
different pattern. Compared with non-immigrants
with similar education, measured skills, and other
characteristics, they tend to earn less and are
about 6 percentage points less likely to work in
a high-skill occupation but are about as likely to
be overqualified. Neither group differs from non-
immigrants in employment.

Before accounting for these differences,
immigrants with foreign credentials are 15
percentage points more likely to be overqualified,
while those with Canadian credentials are not.
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Because overqualification compares a person’s
education with their job requirements, and
immigrants tend to be more highly educated,
comparing them with non-immigrants with similar
education and measured skills narrows the gap.

However, because skills are measured in English
or French, the test may understate immigrants’
skills. Comparing immigrants with non-immigrants
who have the same measured skills may, therefore,
understate the overqualification gap, making them
appear better matched to their jobs than they are.

Among immigrants with Canadian credentials,
the results may also reflect how Canadian education
and work experience help them enter the labour
market. For those with foreign credentials, the
combination of lower earnings and being less likely
to access high-skill occupations, despite similar
overqualification rates after adjustments, is consistent
with literature on immigrants’ difficulties translating
foreign credentials into comparable labour-market
outcomes (IMahboubi and Zhang 2024).

Several reasons may explain these difficulties:
gaps in occupation-specific skills, employers’limited
ability to assess foreign credentials and experience,
or both. Because PIAAC measures foundational
rather than job-specific skills, these difficulties may
not be reflected in the data.

Unlike US evidence that the difficulties facing
foreign-educated immigrants fall substantially once
measured skills are taken into account (Richwine
2022), the disadvantages confronting foreign-
educated immigrants in Canada appear to persist
after adjusting for skills, education, and other
characteristics.

Earnings by Skill Level and Across the

Distribution

'The average labour-market gaps in Table 4 also
conceal differences across the earnings distribution
(Figure A2). Immigrant employees are about
5 percentage points more likely than non-
immigrants to be in the second-lowest earnings
quintile and somewhat less likely to be in the
upper-middle quintiles, while their shares in the top
and bottom quintiles are similar. Immigrants are,
therefore, concentrated in the lower-middle of the
earnings distribution rather than at the bottom.®
After adjustment, none of these differences is
statistically significant, although the estimates are
uncertain because confidence intervals are wide.

Earnings difterences by years since immigration
are also small. Immigrants who have lived in
Canada 10 years or fewer are somewhat less likely
than non-immigrants to be in the top earnings
quintile and somewhat more likely to be in the
bottom quintile, but few of these differences are
statistically significant. For example, those in
Canada for six to 10 years are 7 percentage points
less likely to be in the top quintile, a difterence
significant only at the 10 percent level. None of
these differences remain after adjusting for skills
and other characteristics, and no difference is found
for immigrants who have lived in Canada more
than 10 years (Appendix Table B6). Because the
data are cross-sectional, differences across these
groups may reflect differences between arrival
cohorts as well as time spent in Canada.

'The absence of large average gaps also masks
variation by skill level (Figure 5). Among adults

with literacy at Level 1 or below, immigrants are 10

18 In PIAAC 2012, the distribution was less favourable to immigrants: immigrant employees aged 25-65 were over-

represented in the bottom two earnings quintiles and under-represented in the top two. None of the changes between

cycles is statistically significant (Figure A3). This is consistent with the possible role of the tight labour market at the time

of the 2023 survey.
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Figure 5: Employment and Top-Earnings-Quintile Rates by Literacy Level and Immigration Status

(Ages 25-65)
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Notes: Panel A — adults aged 25-65. Panel B — employees aged 25-65, excluding the self-employed. Proficiency levels are assigned from the
first plausible value: Level 1 or below (<226 points), Level 2 (226-275), Level 3 (276-325), Level 4/5 (326+).

Unadjusted and adjusted differences are reported in Appendix Table B7. Patterns are similar for numeracy and adaptive problem-solving, and
there are no significant differences in the probability of being in the bottom earnings quintile at any level.

Source: Author’s estimates using PIAAC 2023 Canada Public Use File.
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percentage points more likely than non-immigrants
to be employed, although this difference is not
significant after adjustment; at higher literacy levels,
employment rates are similar.

Earnings show a different pattern. Among
employees at literacy Level 1 or below, 3 percent
of immigrants are in the top earnings quintile,
compared with 10 percent of non-immigrants. At
Level 4 or above, the pattern reverses: 47 percent of
immigrants are in the top quintile, compared with
36 percent of non-immigrants. Both difterences
remain after adjustment, although the advantage
at the highest level is significant only at the 10
percent level (Appendix Table B7). These results
suggest that immigrants’ earnings are more closely
tied to their literacy skills than for non-immigrants:
low literacy is associated with a lower likelihood of
being a top earner for immigrants, and high literacy
with a higher likelihood.

Regression estimates confirm this pattern.
A one-standard-deviation increase in literacy,
numeracy, or adaptive problem-solving is associated
with a 5 to 7 percentage point larger increase in
the probability of being in the top earnings quintile
for immigrants than for non-immigrants. Higher
literacy and adaptive problem-solving scores are also
associated with a larger improvement in immigrants’
overall earnings position (Appendix Table BS).
Immigrants’ earnings are, therefore, more closely
tied to their measured skills than those of non-
immigrants, unlike earlier Canadian studies using the
first PIAAC cycle that found broadly similar returns
tor the two groups (Truong and Sweetman 2018;
Mueller and Truong 2021). Immigrants with weaker
skills fare worse than comparable non-immigrants,
while those with stronger skills fare better, and this
offsetting pattern is consistent with the average
earnings gaps in Table 4 being close to zero.

When literacy, numeracy, and adaptive problem-
solving are considered together, numeracy is the

only domain that remains significantly associated
with most labour-market outcomes, consistent with

earlier PIAAC research (Appendix Table B9)."

Skill Use at Work

A further test of skill utilization examines how
often immigrants and non-immigrants reported
using literacy, numeracy, and technology skills at
work (Table 6). Immigrant employees, on average,
reported more frequent use of reading, writing,
and information and communications technology
(ICT) skills than non-immigrant employees, and
similar use of numeracy skills. Compared with
non-immigrants with the same PIAAC scores and
similar characteristics, they reported more frequent
use of all four types of skills.

Overall, there is no evidence that immigrants use
their measured skills at work less often than non-
immigrants with similar skills and backgrounds.
Where significant differences remain, they indicate
more frequent reported skill use among immigrants.
Because these measures are based on self-reported
task frequency, however, they may reflect difterences
in reporting behaviour or perception of job tasks
as well as differences in actual tasks. They also do
not capture whether immigrants fully use their
credentials at work, while earlier results suggest
those with foreign credentials may not.

POLICY DISCUSSION AND
IMPLICATIONS

This Commentary’s findings can be summarized
in four points. First, immigrants’ measured skills
remain lower than those of non-immigrants,
especially in literacy, and the gap is concentrated
among immigrants who do not speak English or
French at home.

19 Itis important to note that literacy, numeracy, and adaptive problem-solving are highly correlated with one another

(Appendix Table B10), so including all three in the same model makes it difficult to separate their individual contributions.
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Table 6: Immigrant Gap in Self-Reported Skill Use at Work

Skills Domain Unadjusted Contrg]:irrlf g):;ll; LLev:(S (Fu?ldgll;S;:lols)
Reading 0.160"* 0.299* 0.234+
Writing 0.087** 0.163* 0.126*
Numeracy 0.051 0.104* 0.105*
Communivations Technology 02 A i

Notes: Coeflicients represent the immigrant gap on standardized indices of self-reported skill use at work (higher = more frequent use).
“Controlling for PIAAC Score” adds the corresponding PIAAC plausible-value score (literacy for reading/writing, numeracy for numeracy,

adaptive problem-solving for ICT).

“Full Controls” additionally includes education, language, age, gender, parental education, training, and whether the highest credential was
obtained abroad. The sample is restricted to employees aged 25-65 (who are not self-employed). Because skill use is self-reported, differences

may partly reflect how respondents describe their work.
* p<0.10, * p<0.05, ** p<0.01.
Source: Author’s estimates using 2023 PIAAC Canada.

Second, immigrants’ higher education levels
do not close the gap, which is present at every
education level.

'Third, in the labour market, immigrants and
non-immigrants with similar characteristics have
similar employment rates, and immigrants report
using their skills at work at least as often. However,
immigrants with foreign credentials earn less and
are less likely to work in high-skill occupations
than comparable non-immigrants, while those
with Canadian credentials have similar earnings
and occupational outcomes and are less likely to be
overqualified.

Fourth, immigrants’ earnings are more closely
tied to their measured skills than those of non-
immigrants: those with strong skills do better than
comparable non-immigrants, and those with weaker
skills do worse.

These results were obtained during an
exceptionally tight labour market. Canada’s labour
market has since cooled, and workers with weaker
skills may be more affected when labour-market

conditions soften. At the same time, Canada’s
immigration system has changed significantly in
recent years and continues to evolve, making it
timely to consider what the evidence implies for
selection, credential recognition, and settlement.
'The implications discussed below should be read in
light of the data limitations discussed earlier and in

Appendix C.

Language Proficiency in Immigrant Selection

Language background is the characteristic most
strongly associated with the immigrant skills gap
in this study. Among adults whose home language
matches the test language, immigrants and non-
immigrants show no significant difference in

any skill domain, and among immigrants, home
language is associated with substantially higher
literacy. This is consistent with previous research
linking official-language proficiency to immigrants’
literacy (Mahboubi 2017a). Studies using more
direct measures of proficiency also find it associated
with immigrants’ employment and earnings
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outcomes (Ferrer, Green, and Riddell 2006;
Chiswick and Miller 2010; Xu and Hou 2023).

Mahboubi (2017a) found that Canadian
immigrants performed relatively worse in literacy
than Australian immigrants in PIAAC Cycle 1
and attributed part of the gap to differences in
immigration policy between the two countries,
particularly in language requirements. A direct
update of this comparison is not possible in Cycle 2
since Australia did not participate, nor is it possible
to isolate the effect of language requirements and
other policy changes, especially the introduction of
Express Entry a decade ago. Canada’s immigrant
literacy gap is about 20 points in PIAAC Cycle
2, compared with 13 points for Australia in Cycle
1, the smallest gap among traditional immigrant-
receiving countries in that cycle.?’

Australia, nevertheless, remains a useful
descriptive policy benchmark because its skilled-
migration language-selection framework has
remained largely unchanged since Cycle 1. As
shown in Table 7, it treats competent English
(Canadian Language Benchmark [CLB] 7
equivalent) primarily as a minimum eligibility
requirement and awards language points only for
applicants with proficient and superior English
(CLB 9 and above). Canada’s system also rewards
higher proficiency, with points increasing through
CLB 10, but it awards 18 to 26 percent of
maximum language points to applicants below
competent proficiency (roughly conversational
ability, below the CLB 7 threshold most post-
secondary institutions require of international
students) and permits lower minimum language
requirements in some Express Entry programs
(Appendix Table B11).

Direct evidence on Express Entry principal
applicants further supports this point.
Administrative data show that Express Entry’s
human-capital-based selection performs well

overall: principal applicants admitted through
Express Entry have higher employment rates and
earnings than other economic immigrants, even
after accounting for their characteristics (Zhang
and Zhong 2026). Within Express Entry, Xu and
Hou (2023), using test-based CLB scores linked
to tax records, find that tested official-language
proficiency matters as much as pre-immigration
Canadian work experience and more than education
or age in predicting immigrants’ initial earnings.
Earnings rise with proficiency from around
CLB 7 upward, while there are no clear earnings
differences across the lowest levels — the range
in which Canada currently awards a meaningful
share of language points. Combined with this
Commentary’s finding that language background
is the characteristic most strongly associated with
immigrants’ measured skills, these findings provide
a basis for considering whether Express Entry
should raise its minimum language threshold
and concentrate more language points at higher
proficiency levels, consistent with earlier calls
to place greater weight on quality in Canada's
immigrant selection (Mahboubi 2024). Because Xu
and Hou’s analysis covers only the first few years
after arrival and finds little association between
language proficiency and employment, continued
evaluation using administrative data could assess
whether such a change is associated with improved
longer-term labour market outcomes.

Credential Recognition and Labour-Market
Integration

Where immigrants obtained their highest
credential is associated with both their measured
skills and their labour-market outcomes.
Immigrants educated outside North America and
Western Europe have lower measured skills than
otherwise similar immigrants educated in Canada,

20 'The comparison should be interpreted cautiously, given the different survey cycles and differences in immigrant composition

and immigration systems.
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Table 7: Comparison of Language Proficiency Requirements and Allocation of Language Points in

Canada’s and Australia’s Skilled Immigration Systems

Canada: First- Share of Share of the
Standardized Canada: Laneua. ‘; Points Maximum First- = Australia: English Australian
Language Level = Approximate CLB & . guage - omnts, Language Points Points Maximum
Single Applicant
(percent) (percent)
Not sufficient for the
Below competent CLB 4-6 24-36 18-26 main points-tested =
skilled visas
Competent CLB7 68 50 0 0
Upper competent CLB 8 92 68 0 0
Proficient CLB9 124 91 10 50
Superior CLB 10+ 136 100 20 100

Notes: The proficiency categories are approximate analytical comparisons and are not official equivalencies between the CLB and
Australia’s English-language classifications. Canadian points reflect the sum across all four language abilities (reading, writing, speaking,
listening) at the stated CLB level, using Immigration, Refugees and Citizenship Canada’s per-ability point schedule for a principal
applicant without an accompanying spouse or common-law partner (maximum 34 points per ability, 136 total). Australia’s points refer to

the Skilled Independent (Subclass 189), Skilled Nominated (Subclass 190), and Skilled Work Regional (Subclass 491) visa programs.

Sources: Immigration, Refugees and Citizenship Canada (IRCC). “Express Entry: Comprehensive Ranking System (CRS) Criteria.”

https://www.canada.ca/en/immigration-refugees-citizenship/services/immigrate-canada/express-entry/check-score/crs-criteria.html;
Australian Government. Department of Home Affairs. “Points Table for Skilled Independent Visa (Subclass 189).” https://immi.

homeaffairs.gov.au/visas/getting-a-visa/visa-listing/skilled-independent-189/points-table, and “English Language Visa Requirements”
(including the Competent, Proficient and Superior English pages), https://immi.homeaffairs.gov.au/help-support/meeting-our-
requirements/english-language. Shares of maximum points are the author’s calculations.

including those born in the same region. In the
labour market, immigrants with foreign credentials
tend to earn less and are less likely to work in high-
skill occupations than comparable non-immigrants,
even after accounting for measured skills, education,
and other characteristics, while immigrants with
Canadian credentials have outcomes similar to
comparable non-immigrants.

These differences may reflect factors the data
cannot distinguish, including the content or labour-
market relevance of credentials, difficulties having
foreign credentials recognized, differences in
Canadian experience and networks, and employer
practices, including discrimination (Oreopoulos

2011). In addition, PIAAC measures foundational

skills, such as literacy and numeracy, rather than the
occupation-specific and workplace skills employers
look for, so part of the remaining gap may reflect
differences in job-specific skills that PIAAC does
not capture or employers’ difficulty recognizing
immigrants’ skills.

The persistence of these differences after
accounting for measured skills suggests that barriers
beyond those skills warrant continued attention,
since these barriers are unlikely to be addressed
through selection and settlement policy alone.
Faster and more consistent credential recognition
would help, as would policies that address how
employers assess foreign qualifications, for
example, by giving employers better information



https://www.canada.ca/en/immigration-refugees-citizenship/services/immigrate-canada/express-entry/check-score/crs-criteria.html
https://immi.homeaffairs.gov.au/visas/getting-a-visa/visa-listing/skilled-independent-189/points-table
https://immi.homeaffairs.gov.au/visas/getting-a-visa/visa-listing/skilled-independent-189/points-table
https://immi.homeaffairs.gov.au/help-support/meeting-our-requirements/english-language
https://immi.homeaffairs.gov.au/help-support/meeting-our-requirements/english-language
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about foreign credentials and work experience or
encouraging skills-based hiring practices that rely
less on where qualifications were obtained.

'The results also support Express Entry’s
emphasis on Canadian education, which awards
additional points for Canadian educational
credentials. Administrative evidence suggests,
however, that Canadian study is more strongly
associated with favourable outcomes when
combined with meaningful Canadian work
experience: former temporary residents with low
earnings before admission, mostly those who held
study permits, have lower earnings after admission
than those with no Canadian work history (Zhang
and Zhong 2026). This raises the question of
whether Canadian education should be considered
alongside evidence of labour-market attachment
rather than on its own.

Post-Arrival Support and Integration

Selection criteria apply only to economic principal
applicants. Spouses and dependants, family-

class immigrants, and refugees are not selected

on language or human capital, and about half of
immigrants aged 25-65 in PIAAC do not speak
English or French at home. For these groups, post-
arrival support is the main policy lever.

'This Commentary's findings suggest three areas
for future improvement. First, employment-focused
language training is especially valuable, particularly
for immigrants whose home language is neither
English nor French, given the strong association
between language background and measured
skills and the close relationship between skills and
immigrants’ earnings. Immigration, Refugees and
Citizenship Canada’s research similarly finds that
economic immigrants with no knowledge of an
official language at admission have significantly
weaker outcomes and points to the need for
strengthened language training for this group
(Zhang and Zhong 2026).

Second, ensuring newcomers access the right
services at the right time matters. Existing evidence

suggests that many newcomers do not make full
use of available settlement services, with university-
educated immigrants among the least likely to
participate. Since limited awareness of available
programs appears to be one barrier, improving
awareness and accessibility may, therefore, matter as
much as expanding services (Mahboubi and Zhang
2024). Low take-up may also reflect newcomers’
own judgment that some programs offer limited
returns, particularly if they are not closely tied to
employment.

'Third, given that credible evidence on the
effectiveness of settlement programs remains
limited, the quality and effectiveness of existing
language training should also be rigorously
evaluated. One approach would be to examine
linking program participation to later employment
and earnings in administrative data so that resources
can be directed to programs that demonstrate
improvement.

CONCLUSION

'This Commentary updates a decade-old picture

of the skills gap between immigrants and non-
immigrants in Canada, using the 2023 PIAAC
survey. Immigrants’ measured skills remain lower
than those of non-immigrants, especially in literacy.
'The gap is concentrated among immigrants who

do not speak English or French at home, and it is
present at every education level.

In the labour market, immigrants and non-
immigrants with similar characteristics have similar
employment rates, and immigrants’ earnings are
more closely tied to their skills than those of
non-immigrants. However, immigrants whose
highest credential was obtained abroad have lower
earnings and are less likely to work in high-skill
occupations than comparable non-immigrants,
while those with Canadian credentials fare as well
as comparable non-immigrants and are less likely to
be overqualified.

These findings have three broad policy

implications. First, the close association between
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language background and immigrants’ measured
skills, along with existing evidence on the earnings
of economic principal applicants, suggests that

the Express Entry program has scope to raise its
minimum language threshold and place greater
emphasis on advanced official-language proficiency,
with ongoing evaluation of its eftects on longer-
term outcomes.

Second, the lower earnings and occupational
outcomes of immigrants with foreign credentials,
which persist after accounting for measured skills,
support continued efforts toward faster and more
consistent credential recognition and employer-side
measures.

'Third, because many immigrants are not
selected based on language or skills, post-
arrival support remains important, particularly
employment-focused language training. However,
the effectiveness of existing programs should be
rigorously evaluated so that resources go to those
that improve outcomes.
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