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Two Dimensionsto Immigrants Economic Incorporation:

Soviet Immigrantsin the lsraeli Labour M arket

Abstract
The present research examines the economic integration of immigrants from the Former
Soviet Union (hereafter, also FSU) in the Israeli labour market in terms of occupational
mobility (i.e. decreasing occupational disparities) and earnings mobility (i.e. decreasing
earnings disparities) in comparison with several Israeli Jewish sub-populations. The data were
taken from the annual Income Surveys conducted by the Israel Bureau of Statistics between
the years 1995 and 2006. Analysis of the data reveals little occupational and earnings mobility
of Soviet immigrants throughout the period and substantial occupational and earnings
disadvantages compared to all Jewish sub-populations. Although FSU immigrants have
experienced some socioeconomic advancement over the years, fifteen years after arrival in
Israel, they are still lagging behind all Jewish sub-populations, especially behind Jews of
European-American origin, in attainment of socioeconomic outcomes. The findings are
discussed in light of the assimilation model suggesting that the social and economic
circumstances associated with the arrival of Soviet immigrants in Israel have long lasting

detrimental consegquences for their economic assimilation.
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Two Dimensionsto Immigrants Economic Incorporation:

Soviet Immigrantsin the lsraeli Labour M arket

1. Introduction

Students of immigration have uniformly observed that immigrants tend to experience
hardships in finding suitable employment and rewarding jobs upon arrival in the host country.
With the passage of time, however, most immigrants experience upward occupational and
earnings mobility (Borjas 1982, 1994; Broom and Gunderson 1991, Chiswick 1978, 1979;
Chiswick and Miller 1998; Kogan 2003; Raijman and Semyonov 1995). Consequently, many
immigrant groups are able to close occupational and earnings gaps and to achieve parity with
native-born and other sub-populations in attainment of economic outcomes. From a
theoretical point of view these findings suggest that - to a great extent - the economic
integration of immigrants stems from their social and cultural integration. When immigrants
master the language, acquire social and cultural skills and develop social ties in the new
country, they are in a better position to compete for more desirable and better-paying
occupations and to increase earnings.

Although the literature on economic integration of immigrants has grown and become
substantial, it is only rarely that researchers have simultaneously examined the two major
dynamic mechanisms through which economic advancement of immigrants takes place:
upward occupational mobility (i.e. decreasing inequality in attainment of occupations) and
upward earnings mobility (i.e. decreasing earnings inequality within occupations). Likewise,
researchers have also seldom examined the integration of a new immigrant population in
comparison with several sub-populations. In this regard, the arrival of mass immigration from
the Former Soviet Union (FSU) to Israel in 1989 provides us with a unique opportunity to

examine the dynamic incorporation of an immigrant group into the labour market of the host



society in terms of both upward occupational mobility and upward earnings mobility in
comparison to multiple sub-populations.

In what follows we first review previous theory and research on the subject; second,
we outline the context of Israeli society and immigration to Isragl; third, we propose an
integrative analytical model that enables an estimation of both over time change in attainment
of occupational status and in earnings of immigrants as compared to other sub-populations;
and fourth, we present findings resulting from our analyses and discuss their meaning in the
light of the assimilation theoretical model and previous research. By so doing this paper
contributes to a better understanding of the dynamic mechanisms of immigrants

incorporation into the labour market of the host society.

2. Previous Theory and Research

Studies that focus on the economic incorporation of immigrants into the labour market of the
host society have arrived at two main conclusions. First, upon arrival immigrants often
experience considerable hardships in attaining suitable employment and rewarding jobs.
Second, with the passage of time immigrants are likely to improve their relative position in
the labour market of the host society. (e.g. Chiswick 1978, 1982, Chiswick and Miller 1988;
Semyonov 1997). The difficulties that immigrants face in the labour market of the host
society after arrival are attributed, according to the assimilation model, to their limited access
to information, restricted knowledge of the new society, lack of ties and connections, limited
access to social networks, lack of language proficiency, and inadequate professional skills.
Consequently, immigrants often compromise and take lower status and lower-paying jobs
than the ones they had in their country of origin. With the passage of time, however,
immigrants learn the language, acquire necessary cultural skills, develop socia ties, and

adjust their professional skills to the demand and requirements of the labour market of the



host society. Consequently, they find jobs that better fit their skills and, thus, are able to
improve their occupational status and earnings (e.g. Borjas 1982, 1994; Broom and
Gunderson 1991; Chiswick 1978; Kogan 2003; Raijman and Semyonov 1995).

There are two major complementary mechanisms through which economic mobility of
immigrants takes place. The first is due to intra-generational occupational transitions. Over
the years immigrants are able to find jobs of higher status and of higher earnings than the ones
they had taken upon arrival in the new country. That is, with the passage of time they are able
to move into occupations that better fit their skills and qualifications. The second is that over
time they experience an improvement in earnings due to promotion and advancement within
occupational labour markets. Consequently, immigrants are able to attain earnings returns on
human capital resources that are more similar and more equal to the earnings returns of the
native born populations employed within the same occupational strata of the labour market.

Although often viewed as a source of competition for some members of the host
society, immigrants can also become a source of opportunity for other members of that same
society. The presence of a large pool of subordinate and vulnerable people in the labour
market may also provide opportunities for members of the majority population (especially
members of groups at the top of the social hierarchy) to ‘overflow’ to higher-paying jobs (e.g.
Lewin-Epstein and Semyonov 1986). Specifically, an influx of a large body of immigrants
into the labour market of the host society may generate opportunities in the form of new jobs
and labour market expansion. Indeed, it was demonstrated by Lewin-Epstein and Semyonov
(1986) that ‘when more than one group stood to benefit from entry and growth of the
subordinate group, those at the top benefited more from the compositional change’ (1986:
351).

The economic success of immigrants in the host society and the impact they have on

the relative positions of other sub-populations are largely dependent on immigrants socio-



demographic profile (e.g. gender, age) and human-capital resources (e.g. education,
language). Notwithstanding the impact of human-capital attributes on economic performance,
researchers have also demonstrated that immigrants success in the labour market is
dependent on characteristics of country of origin, context of reception, period of arrival and
the size and quality of the immigration cohort (e.g. Cohen and Haberfeld 2007; Kogan 2003,
2006; Portes and Rumbaut 1990; Raijman and Semyonov 1995, 1998). That is, immigrants
that arrive during periods of economic decline and periods of mass migration are more likely
to face greater competition and greater difficulties in the labour market of the host society
than immigrants who arrive during periods of economic growth and low levels of migration.
This paper focuses on the integration of one cohort of immigrants (i.e. immigrants
from the Former Soviet Union who arrived in 1990-91 to Isragl), and compares this specific
cohort to several other sub-groups in the Israeli labour market. We propose a model that
enables not only an examination of occupational and earnings mobility but also a
simultaneous estimation of the two major mechanisms through which economic integration
takes place: occupational mobility (i.e. decreasing disparities along hierarchical occupational
order) and earnings mobility (i.e. decreasing earnings disparities within occupational labour
markets). By focusing on one cohort of immigrants that arrived at the same time from the
same country and by introducing an analytical model that combines both individuals and their
occupations over time we will be in a position to control for differences due to variations in
characteristics of country of origin, specific period of arrival and size of the immigration flow.
As aresult we will be able to arrive at accurate estimates of immigrant integration in terms of

occupational status and earnings, as compared to other groups.



3. The Setting -- Israel an Immigrant Society

Israel is a society of immigrants inhabited by Jews and Arabs'. Currently over fifty percent of
the Jewish population of Israel are first generation immigrants and most others are sons and
daughters of immigrants. Indeed, the ethnic composition of Israel has been shaped by
immigration flows. The first Jewish immigrants had begun arriving in Palestine at the turn of
the twentieth century with the goal of establishing a Jewish state. Most of the early
immigrants came from Eastern and Central European countries and when the state was
established in 1948 they numbered around 600,000 people. These early immigrants were in a
better position than any other group to occupy the most desirable positions in the social,
economic and political system of the new state.

Shortly after statehood Israel had begun absorbing a large influx of immigrants (most
came as refugees) from the Muslim countries in Central Asia and North Africa along with
European survivors of the holocaust. Consequently, during the first decade after statehood the
population of Israel amost tripled. The new immigrants (especially those of Asian or North
African origin) had experienced considerable hardships in integrating and adjusting to the
Israeli social and economic system. Even to-date — sixty years after the establishment of the
state — immigrants from Asia and North Africa are ill disadvantaged in terms of their
attainment of socioeconomic rewards (e.g. Cohen et a. 2007; Haberfeld and Cohen 2007).

After the first decade of independence immigration to Israel had slowed down and
become smaller in size and scope, and more scattered. This change was predominantly
influenced by push factors in countries of origin. During the three decades between 1960 and
late 1980 Israel had experienced slow streams of Jewish immigration from a variety of
countries in North and South America, South Africa, Eastern Europe, Iran and Ethiopia, to

name just afew.



The year 1989 was a turning point in the immigration flows to Isragl. Since the
disintegration of the Soviet Union, Israel has experienced the largest influx of immigrants
since the establishment of the state. More than one million Jewish immigrants and their
family members had left the Soviet Union and made Israel their new home (more than
400,000 people arrived between 1990 and 1991). Consequently, during one decade the
population of Israel increased by 20 percent. This immigrant population was
disproportionately characterised by people with academic education and professional
occupations (e.g. Cohen and Haberfeld 2007; Cohen and Kogan 2007; Friedberg 2001;
Haberfeld et al. 2000; Raijman and Semyonov 1998; Remennick 2003). Despite their
professional skills and the substantial support they received from the government?, many
faced difficulties in findings suitable jobs and most experienced substantial downward
occupational mobility upon arrival (Friedberg 2000; Raijman and Semyonov 1998;
Remennick 2003; Stier and Levanon 2003).

Intermediate assessments suggest that most immigrants have experienced a gradual
and steady improvement in their relative social and economic position but that they have not
yet closed the gaps with the Israeli born group or with immigrants that arrived at earlier
periods (Cohen and Haberfeld 2007; Cohen and Kogan 2007; Cohen Goldner and Weiss
2009; Haberfeld et a 2000; Lewin-Epstein et a 2003; Raijman and Semyonov 1998;
Remennick 2003). Unfortunately, most studies that focused on the occupational and earnings
attainment of the Soviet immigrants were conducted shortly after their arrival® and a
comprehensive and systematic evaluation of their economic incorporation in comparison to
other major ethnic groups not been offered to date. This is the major goal of the present

analysis.



When considering the facts that most FSU immigrants are highly educated, that they
had received substantial support and that most belong to the dominant ethnic group in Israel
(Jews of European origin), we might have expected them to experience, with the passage of
time, a significant rate of upward occupational and earning mobility within occupations. As a
result of this progress we would have expected them to close the gaps with other Jewish sub-
populations. More specifically, we would have expected FSU immigrants to close the gap
with Jews of Asian-African origin (the subordinate Jewish group) at a faster rate than with
Jews of European- American descent (the dominant group). Our analyses will be conducted
separately for men and women, reflecting the accumulated knowledge that demonstrates that
the incorporation of immigrants into the labour market of the host society differs for the two
gender groups (e.g. Raijman and Semyonov 1997; Rebhun 2008). Indeed, the study of Soviet
immigrants provides a unique opportunity to examine economic mobility of immigrants that
arrived under difficult conditions but at the same time are highly qualified in terms of

educational and professional skills and are members of the dominant ethnic sub-population.

4. Data and Variables
Data for the present analysis were taken from the Income Surveys conducted annually by the
Israeli Central Bureau of Statistics (as part of the Labour Force Surveys) for the years 1995-
2006. The Surveys cover all households in Israel. They provide information regarding social
and demographic characteristics as well as labour force activity and earnings for all members
of the household age 15 years and over. Datafor the present analysis pertain to one cohort --
those who were born in 1940- 1965.

For the purpose of the analysis and in order to increase the number of cases to ensure
reliable statistical estimates we assembled the surveys into four distinct time periods. 1995-

1997, 1998-200, 2001-2003, and 2004-2006. For each time-period we identified FSU
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immigrants who were born in 1940-1965 and who arrived in Israel during the 1990 -1991
period (immediately after the disintegration of the FSU). We compare those immigrants (who
were 25-51 years of age upon arrival) to other Jewish groups in the Israeli labour market of
the same cohort (also 25-51 years of age in 1990-1991). By so doing we track one cohort of
immigrants and compare this cohort with respective Jewish cohorts throughout the entire
period.

We start by comparing the position of the FSU immigrants to other groups in the
labour market 4-5 years after arrival to Israel, for two main reasons. First, state support starts
immediately upon arrival but continues in the form of re-training programmes, reduced
income tax, scholarship for academic studies and tax exemption on income from abroad for
several years. After thisinitial period immigrants are rarely entitled to extra benefits. Second,
we operate under the premise that five years after arrival immigrants have acquired sufficient
knowledge of the language, have completed training and re-training programmes, have passed
professional exams, and have taken standard full-time employment instead of part-time and
temporal work “.

The Soviet immigrants are compared to the following Jewish sub-groups. 1) Jewish
immigrants who arrived in Israel from countries in Asia or Africa before 1989 (hereafter
ASAF); 2) Jewish immigrants who arrived in Israel from European or American countries
before 1989 (hereafter EUAM); 3) Jewish native born Israelis whose father arrived in Israel
from countries in Asia or Africa; in other words second generation Jewish immigrants from
Asia and Africa (hereafter IBASAF) and 4) Jewish native born Israelis whose fathers arrived
in Israel from European and American countries or were born in Israel (hereafter IBEUAM).

The individual-level variables selected as predictors of occupational socioeconomic
status and of earnings include®: age (in years), marital status (married = 1), education (in years

of formal schooling), residence in the three major metropolitan centers of Israel (metropolitan
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centre = 1), and hours of work per week (used only in equations predicting earnings). Each
individual's gross monthly earnings are reported in terms of New Israeli Shekels from salaried
employment (available only for salaried employees). Occupational status is measured on a
scale ranging from 1 to 100 computed by Semyonov et al. (2000) for detailed 2-occupations at

the 2-digit classification level in Israeli society®.

5. Analysisand Findings

5.1. Descriptive Overview

In Appendix Table A1 and A2 we detail the mean characteristics of the FSU immigrants who
were born in 1940-1965 and arrived in Israel in 1990-1991 and the mean characteristics of all
four Jewish sub-populations of the same cohort, at four points in time, for a descriptive
overview. The data provide insight into the hierarchical order of the Israeli system of ethnic
stratification with IBEUAM and EUAM at the top of the hierarchy and IBASAF and ASAF at
the bottom of the hierarchy. The data also suggest that shortly after arrival in Israel (1995-97)
the average occupational status of FSU immigrant men, although being considerably lower
than EUAM and IBEUAM men, was higher than both ASAF and IBASAF men. At the same
time, the average occupational status of FSU women, although being considerably lower than
both EUAM and IBEUAM and slightly lower than IBASAF, was higher than that of ASAF

women.

Figures 1aand 1b and Figure 2a and 2b about here

Figures 1 and Figures 2 reveal that both the first and second generation of immigrants

from European and American countries have been placed at the top of the Israeli stratification

ladder throughout the entire period. They are characterized by considerably higher
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occupational status and earnings than all other sub-groups. Comparison between average
occupational status (see Figures 1a and 1b) and average earnings (see Figures 2a and 2b) of
FSU immigrants and all other Israeli Jewish subgroups shows relatively small changes over
time. All groups had experienced arise in occupational status and in earnings but the rise had
only been dlightly steeper among FSU immigrants than among all other groups.
Consequently, by 2004-06 the average occupational status of FSU immigrant men had
remained lower than that of EUAM and IBEUAM, but somewhat higher than that of ASAF
and IBASAF. FSU immigrant women have achieved parity in occupational status with
IBASAF women and even slightly overtook them, but have not achieved parity with EUAM
and IBEUAM women. The earnings gaps between FSU immigrants and all other sub-groups
had remained substantial throughout the entire period (with only one exception — by 2001-03
the average earnings of FSU immigrants had become identical to ASAF women). Moreover,
the data reveal a relatively small decrease in the size of the earning gaps between FSU

immigrants and other sub-population groups, especially among men.

5.2. Multivariate Analysis

Although the data presented in the Appendix Tables and in Figures 1 and 2 are very
interesting and meaningful, they do not provide accurate estimates of the relative advantages
and disadvantages in attainment of labour market outcomes. Since the sub-groups are
characterised by different socio-demographic characteristics and by different levels of
education, in the following analysis we estimate effects of group origin on attainment of
occupational status and earnings net of variations in attributes of individuals. In other words,
the multivariate analysis provides accurate estimates of the extent to which FSU immigrants

had decreased occupational and earnings gaps relative to other groups. By so doing we will be
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in a position to evaluate the economic mobility of FSU immigrants relative to other sub-

populationsin Israel.

5.2.1. Narrowing the Occupational gap?

To examine the relative net disadvantage of FSU immigrants as compared to al other sub-
populations in attainment of occupational status and over time change in the size of the
occupational disadvantage we pooled all four samples into one data set and estimated two
regression equations (equation 1 pertains to men and equation 2 pertains to women). In each
equation we let occupational SES be a function of education, age, marital status, metropolitan
residence, a series of dummy variables representing sub-group membership (FSU immigrants
are the comparison category), a series of dummy variables representing the periods (1995-97
the omitted category) and interaction terms between each period and group membership. The
values of the estimated coefficients for group membership serve as indicators of the size of
the net advantage (positive value) or net disadvantage (negative value) a group had in
attainment of occupational status in comparison to FSU immigrants (in 1995-97). The
coefficients for the interaction terms between period and group membership serve as
indicators of the net advantage (or disadvantage) a specific sub-group had in a specific period
in the attainment of occupational status relative to FSU immigrants (in comparison to 1995-

97). The results of the analysis are presented in Table 1.

Table 1 about here

The data reveal that regardless of gender, occupational status tends to increase with

education, and to be higher among married persons and among residents of metropolitan

centres. Occupational status, however, tends to decline with age among women, but not
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among men. Other things being equal, the data reveal that in 1995-97, shortly after arrival in
the country, FSU immigrants were at a considerable disadvantage in attainment of
occupational status relative to al sub-populations. The most advantageous groups in the
Israeli labour market are EUAM and IBEUAM (in 1995-97 — the initial time point -- the net
occupational advantage reached 12.93 and 14.66 status points, respectively, among men, and
13.68 and 15.51 status points, respectively, among women). It was not as advantageous to be
from ASAF and IBASAF as it was to be from the European groups, yet quite advantageous
when compared to those from the FSU. The net advantage of ASAF and IBASAF in
attainment of occupational status amounted in 1995-97 to 8.88 and 7.70 datus points
respectively among men, and to 9.68 and 10.46 status points respectively among women.

The estimated coefficients for the interaction terms between period and group
membership reveal some differences in the over time decline in the size of the occupational
disadvantage experienced by FSU immigrants. Among men, the relative occupational
disadvantage decreased only when compared to ASAF. Specifically, between 1995-97 (the
initial time point) and 2004-06 (the last time point) the net occupational advantage of ASAF
men over FSU men had decreased from 8.88 points to 5.78 points (8.88-3.10 on the
occupational status scale). By way of contrast, the interaction terms between group
membership and time point were statistically insignificant for all other groups of men
(EUAM, IBEUAM, IBASAF) indicating no change in the relative occupational disadvantage
of FSU men throughout the period.

The results observed for FSU women were different from those observed for men. The
data suggest that the net occupational disadvantage of FSU women had declined throughout
the period in comparison to all sub-populations. The data also suggest that the improvement
in the relative occupational position of FSU women was gradual but not linear and that the

trends differ across sub-groups comparisons. For example, in 1995-97 ASAF women enjoyed
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a 9.68 status points net advantage over FSU immigrant women in attainment of occupational
positions. Between 1995-97 and 1998-2000 the net advantage of ASAF women had not
changed (the coefficient of interaction terms between ASAF and 1998-00 time point is
statistically insignificant). However, between 1998-00 and 2001-03 it had decreased by 3.29
points and only by an additional 1.23 points (4.52-3.29) between 2001-03 and 2004-06. When
compared to EUAM women the trend was quite different. Between 1995-7 and 1998-2000 the
net advantage of EUAM women over FSU women had decreased by a moderate amount, from
13.68 status points in 1995-97 to 11.56 status points (13.68- 2.12) in 1998-2000. In 2001-03,
however, the net occupational advantage of EUAM was no different from their occupational
advantage in 1995-97 (the coefficient of interaction term between EUAM and 2001-03 is
insignificant by conventional statistical standards), but by 2004-06 the net advantage of
EUAM women had further decreased by 2.84. The decline in the net occupational advantage
enjoyed by the IBEUAM and IBASAF women over FSU immigrant women had mostly taken
place during the earliest period but had slowed down in the latter periods. The net
occupational disadvantage of FSU immigrant women relative to IBASAF and IBEUAM
women declined by 5.09 and 3.82 status points, respectively, between 1995-97 and 2004-06;
more than half of this decline had taken place between 1995-97 and 1998-2000.

In general, then, by 2004-06 both first and second generation immigrant women from
Asian and African countries (ASAF and IBASAF) had retained about half of their initial
(around 10 status points) advantages over FSU immigrant women, while first and second
generation women from European and American (EUAM and IBEUAM) had retained more
than three quarters of their initial (13.68 and 15.51 status points, respectively) advantages
over FSU women. Apparently, FSU women were more successful than FSU men in

converging occupationally with other women.
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5.2.2. Narrowing Earnings Gaps?

The second mechanism through which immigrants experience economic mobility in
the labour market of the host society is through advancement in terms of earnings over time.
That is, with the passage of time immigrants are expected to achieve better paid jobs and
higher earnings. As a result earnings disparities between immigrants and other sub-
populations are likely to decrease and the size of immigrants' earnings disadvantage is likely
to be lessened.

In order to estimate the change in earnings disadvantage of FSU immigrants over time
we pooled the four samples to estimate a series of regression equations predicting (In)
monthly earnings of individuals. In equations 1 and 2 (for men and women respectively)
earnings are estimated as a function of education, age, marital status, metropolitan residence,
hours of work in week, a series of dummy variables representing sub-group membership
(FSU immigrants serve as the comparison category), a series of dummy variables representing
the periods (1995-97 the omitted category) and interaction terms between each period and
group membership. Similar to the previous analysis (for occupational status) the coefficients
for group membership in each period serve as indicators of the net advantage each group had
over FSU immigrants in the attainment of earning (at the initial point in time) and the
coefficients for the interaction terms between period and group membership serve as
indicators of the earnings net advantage (or disadvantage) a specific sub-group had in a
specific period relative to FSU immigrants (compared to 1995-97 -- the initial point in time).

The results of the analysis are displayed in column 1 and 2 of Table 2.

Table 2 about here
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The findings suggest that regardless of gender earnings are likely to increase with
education and hours of work and to be higher among married persons. The data also reveal a
curve-linear relationship between age and earnings. Other things being equal, the findings
show substantial and significant earnings gaps between FSU immigrants and other sup
populations in 1995-97, especially between FSU immigrants and EUAM and IBEUAM.
Specifically, at the initial point in time the net earnings advantage of IBEUAM over FSU
immigrants was about 64 per cent for both men and women, while the net earnings advantage
of ASAF over FSU immigrants was 44 per cent in case of men and 50 per cent in case of
women.

The data show a relatively minor decline in the earnings disadvantages experienced
by FSU immigrants, especially among men. For example, the net advantage of EUAM men
decreased from 51.7 per cent in 1995-97 to 42.3 per cent (51.7-9.4) in 2004-06 and of
IBASAF men from 48.7 per cent in 1995-7 to 36.4 per cent (48.7-12.3) in 2004-06. Among
women the decline in immigrants earnings disadvantage had begun between 1995-97 and
1998-00 but had not continued into 2004-06. Overall, from 1995-7 to 2004-06 the earnings
disadvantage among FSU women had decreased only till 2001-3 (compared to all groups) but
not after that. For example, the net advantage of EUAM women decreased from 55.4 per cent
in 1995-97 to 37.3 per cent in 2001-03, but did not continue to decrease in 2004-06.
Apparently, earnings mobility for FSU women has stopped after 2001-3. Indeed, these
findings suggest that there has been very little earning assimilation in Israel. That is, even 15
years after arrival FSU immigrants earn about 35-45 per cent less than demographically
comparable Jews. Considering the high level of education among FSU immigrants, it seems
that throughout the entire period FSU immigrants have been less able than other groups to

convert educational credentials and other human capital resources into economic rewards’.
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5.2.3. Estimating an Integrated Hierarchical Linear Model

At the start of the paper we argued that immigrants economic mobility takes place
along two axes. occupations and earnings. That is, advancement along the occupational
hierarchy and advancement in terms of earnings represent the two major simultaneous
mechanisms through which immigrants mobility takes place. Since individuals are embedded
in occupations and since occupational composition changes over time (especially in the case
of immigrants) it is necessary to esimate earnings differentials between subpopulations while
taking into account over time changes in the attributes of individuals and changes in the
structure of occupations and in the distributions of individuals across occupations. Thus, we
adopt an analytical procedure introduced by Semyonov and Lewin-Epstein (2009) to estimate
hierarchical linear regression models (HLM) predicting earnings as a function of individual-
level attributes plus their occupations. In the two-level HLM models used here we let the
socio-demographic characteristics, hours of work and group membership of individuals (first-
level variables) to be nested in the second- level variables: socioeconomic status of
occupation and period. The estimated coefficients are displayed in column 3 and 4 (for men
and women respectively) of Table 2. These coefficients should be understood as the effects
of the respective variables on earnings net of occupational status®.

The effects of the individual-level socio-demographic characteristics obtained from
the HLM regressions (listed in columns 3 and 4 in Table 2) are consistent with those
previously observed in Table 2. The findings suggest that even after controlling for
occupational status the earnings disadvantages of FSU immigrants relative to al other Jewish
sub-groups had been substantial throughout the entire period. It should be noted, however,
that once occupational distributions are taken into consideration the net earnings disadvantage
of FSU immigrants within occupational labour markets had become considerably smaller than

those observed in columns 1 and 2 (i.e. without occupations included in the equations). For
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example, in 1995-97 the net earnings advantage of ASAF over FSU immigrants (in the two-
level estimation) amounted to 34.1 per cent in the case of men and to 38.2 per cent in the case
of women (considerably lower than the estimates obtained with no control for occupations --
44.1 per cent for men in column 1 and 49.7 per cent for women in column 2). Likewise, the
net earnings advantage of IBEU (the most advantageous group in the Israeli labour market)
over FSU immigrants within occupational labour markets reached 49.5 per cent in the case of
men and 42.8 per cent in the case of women (considerably lower than those obtained without
control for occupations -- 64.3 per cent for men and 63.5 per cent for women in column 1 and
2 respectively).

The coefficients for interaction terms between periods and group membership reveal
that the decline in the net earning disadvantages of FSU immigrants relative to all groups had
been quite moderate throughout the periods. Between 1995-97 (the initial time point) and
2004-06 (the last time point) earnings gaps had decreased only slightly. For example, between
1995-97 and 2004-06 the earnings advantage of EUAM persons over FSU immigrant had
decreased by 10 per cent (from 37 per cent to 26 per cent), the earnings advantage of IBASAF
men had decreased by 12.1 per cent (from 40.1 per cent to 28 per cent), and the earnings
advantage of IBASAF women had decreased by 10 per cent (from 40.2 per cent to 30.2 per
cent).

Generally speaking, the coefficients for the interaction terms indicate that the decline
in the size of the earnings gaps between FSU immigrants (both men and women) and other
groups was negligible during the first period (from 1995-97 to 1998-00) and quite moderate
during the latter period (form 1998-00 to 2001-03). Inthe latest period (from 2001-3 to 2004-
06) decrease in the earnings disadvantage among FSU men had leveled off and virtually
stopped among FSU women. In some cases it even regressed back to the size of the earnings

disadvantage that was observed in the initial point in time.
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These findings, therefore, lead to the following three-fold conclusion. First, there had
been a moderate and not always linear decline in the earnings gap within the occupational
labour market between immigrants and all sub-groups over the period under analysis; second,
although the gaps narrowed, they remained substantial and significant; and third, the decrease
in the earnings gap was quite pronounced in the middle period (2001-03) but leveled off

among men and stopped among women during the final period under study.

6. Conclusions

The influx of immigrants from the former Soviet Union to Israel following the disintegration
of the USSR has provided us with a unique opportunity to examine the economic integration
of alarge flow of immigrants that arrived in the host society from the same destination and at
the same time. This group of immigrants has two distinct-unique features. most are
characterized by a high level of education and professional training, and most belong to the
dominant ethnic group in Israeli society (i.e. they are Jews of European descent). Yet, they
arrived at a period of mass migration, thereby putting substantial pressure on the labour
market. In this paper we argue that the integration of this group into the economy of the host
society did not follow the linear trajectory outlined by the assimilation theoretical model, due
to the unique circumstances associated with their arrival in Israel.

We further contend that the economic integration of immigrants should be evaluated
in terms of mobility along two major dimensions: occupations and earnings. Subsequently, we
examine a model that considers integration along these two dimensions. The data show that
the cohort of immigrants who arrived in Israel in 1990-1991 attained occupational positions
of lower socioeconomic status than European-Americans (the dominant groups whether or not
they are from the first or second generation) but higher than Asian-Africans (the vulnerable

Jewish groups whether first or second generation). However, further analysis reveals that FSU
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immigrants were economically disadvantaged in attainment of socio-economic rewards when
compared to all Jewish sub-groups. Their occupational disadvantage becomes apparent once
their socio-demographic attributes, especially their educational level, are taken into account.
That is, FSU immigrants were less successful than comparable Jews in converting education
to occupational positions and in attaining earnings.

With the passage of time FSU immigrants had only slightly improved their ability to
attain occupational status. The data reveal that immigrant women had experienced moderate
occupational mobility over the years (they were able to close half of the initial occupational
gaps with Asian-African women and one quarter of the initial gap with European-American
women). FSU men were less successful than FSU women in closing occupational gaps (they
were able to decrease the size of their occupational disadvantage only when compared to first
generation Asian-African men).

The earnings disadvantage of FSU immigrants was substantial as compared to all
Jewish groups, especially when compared to European-Americans. To estimate the size of the
decline in the net earnings disadvantage of FSU immigrants over time, we took into account
both changes in attributes of individuals and changes in the structure of occupations. The
findings show that the decline in the net earnings disadvantage of FSU immigrants over time
had been quite moderate and not linear and that only part of their earnings disadvantage can
be attributed to their occupational distributions. The decrease in the earnings gaps was quite
pronounced in the middle period (2001-03) but leveled off among men and stopped among
women during the final period under study (2004-06). In general, 15 years after their arrival in
Israel, the earnings ‘ penalty’ of FSU immigrants amounted to approximately 30 per cent.

The results reported by this study are based on an analysis of one cohort of immigrants
and on a simultaneous estimation of both occupational mobility and earnings mobility. The

results are reasonably consistent with previous studies that examined economic assimilation
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and economic disadvantages of FSU immigrants throughout their first 10 years in Israel (e.g.
Cohen and Haberfeld 2007, Eckstein and Weiss 2004). Y et, patterns of economic integration
observed for FSU immigrants in the present research diverge from patterns observed
previously for other immigrant groups in Israel. That is, it was demonstrated (Semyonov,
1987) that most immigrant groups in Israel are able to economically assimilate and close
occupational and earnings gaps with native born a a linear rate within a period of
approximately 15 to 17 years’. This type of assimilation pattern, however, did not occur in the
case of Soviet immigrants in Israel, neither in its pace nor in its form. Their economic
disadvantages are still substantial 15 years after arrival, their pace of assimilation is quite slow
and their assimilation had not been linear over the years.

We attribute the slow and non-linear form of economic integration among FSU
immigrants to the unique circumstances associated with their arrival in Israel as well asto the
age of the specific cohort of immigrants investigated here. Despite being members of the
super-ordinate ethnic group in Israel and despite having high levels of education, Soviet
immigrants arrived in Israel in mass numbers during a short period of time and as a result put
considerable pressure on the labor market; in effect, saturating it. The group examined here
was 25-51 years of age upon arrival and 39-66 by the time the period under study ended.
Upon arrival and as aresult of the difficulties they faced in the I sragli labour market, most had
to compromise and take low-status and low paying jobs (e.g. Stier and Levanon 2003;
Raijman and Semyonov 1998; Remennick 2003). In the years that followed the immigrants
were able to improve their relative economic positions but since many of them had already
reached an older age it became difficult if not impossible for many to continue closing the
economic gaps at a linear rate. Consequently their economic mobility has leveled off. Indeed,
the lasting hardships observed here are rooted in the special circumstances associated with

this specific cohort of immigrants and may not be found among younger cohorts of
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immigrants or among other groups of immigrants. Apparently, periods of mass migration and
of labour market saturation can have long lasting detrimental consequences for the economic

success of immigrants many years after their arrival in the host country.
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Notes:

1. The Arab minority (mostly Muslims) constitutes of about 20 per cent of the Israeli
population. They are subordinate to the Jewish majority in every aspect of social stratification.
In the present research we focus only on the Jewish population because the number of Arabs
in the sample istoo small for areliable statistical analysis.

2. Israel actively encourages and supports the immigration of Jews and provides them with
assistance during their first years after arrival. Although the scope, amount, and type of
support have changed over the years, when assessed in financial terms, it is quite substantial.
The immigrants from the FSU had also received considerable government support (known as
the 'basket of absorption’) in the form of housing subsidies, living allowances, language
instruction and job re-training programmes.

3. One notable exception is the recent study by Cohen Goldner and Weiss (2009) in which the
earning assimilation of FSU immigrants was examined 15 years after arrival (although
without considering occupations).

4. Stier and Levanon (2003) found that four years after arrival most FSU immigrants in Israel

were still employed in occupations for which they were over-qualified and Raijman and
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Semyonov (1995) demonstrated extreme downward occupational mobility among the
majority of FSU immigrants upon arrival to Isragl.

5. Unfortunately, our models are missing control for language proficiency because this
important information is not included in the Income Survey.

6. The index-scale was computed as a linear combination of average earnings and average
educations of employees in each occupation estimated through first-principal component
factor analysis procedure.

7. In order to test direct earning returns on education and over-time change in these returns
among FSU immigrants in comparison to other Jewish populations in Israel, we estimated
two- way interaction between education and immigrant status and three-way interactions of
education, immigrant status and year as displayed in the table below:

Coefficients (STD) from linear regression predicting (LN) earnings of salaried workers®

MEN WOMEN
Education x FSU -0.024* -0.024*
(0.008) (0.008)
Education x FSU x 1998-2000 -0.009 0.006
(0.010) (0.010)
Education x FSU x 2001-2003 0.009 0.006
(0.010) (0.010)
Education x FSU x 2004-2006 0.005 0.001
[ (0.011) (0.010)

a. The equation also includes age, age square, centra city residence, education, hours of work in week,
FSU, aseriesof dummy variables presented 1998-2000, 2001-2003, 2004-2006 (1995-1997 - omitted
category) and interaction terms between FSU and time period (the coefficients are not presented for the
sake of gpace parsimony). *p<0.05

The results show that regardless of gender, FSU immigrants, in general, receive lower earning
returns on education than all other sub populations in the study (the interaction terms between
education and FSU is negative and significant). The disadvantage of FSU immigrants in terms
of earnings returns on education has not declined with the passage of time. The coefficients of

the three-way interactions are statistically insignificant.
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8. Theindividual-level model is formally defined as:

Yii = Boj + PriXij + &i 1)

where y;; is the (log) monthly earning for i™ individual in occupation j. By is the
intercept for occupation j, X is a vector of individual characteristics, Py; is a corresponding
vector of coefficients, and sjj is the error term.  The intercept from individual level equation
serves as a dependent variable in the occupational-level equations:

Boj = Yoo + Yo1Zij + Vo 2

where yoo IS the across occupations intercept, z is a vector (1) of occupational level
characteristics, yo: is a vector of corresponding coefficients and vg; is an error term referring to
occupational differences in earnings that are not attributable to the occupational-level
variables.

To evaluate the extent to which time period (as a second-level variable) affects the
relationship between group membership and earnings we estimate the slopes of group
membership from the individual-level model as dependent variables:

B1j = v10 + Y11Zij + vy (3

where yy9 is the constant, y11 represents the effect of second level attribute (e.g. time
period) on the slope , and vy is an error term pertaining to occupational differences in the
effects of individual level variables on earnings that are not atributable to specific
occupational variables.

9. They also diverge from those observed in other immigrant societies such as those in the US
(e.g. Chiswick, 1978, 1979) or Canada (Chiswick and Miller 1988, Bloom and Gunderson,
1991 for Canada) where economic assimilation for most immigrant groups lasts on average

15 years.
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Figure 1a: Mean values of occupational SES (ona 1-100 scale) and
occupational SES ratios. by sub-population group and pericd. MEN

7
” ST S = ==
50
I -
40 | -’“ - _:"i.:“ — T :'.j
30
2'3 T 1
19851997 1925-2000 2001-2003 2004-2006
——FSl) —m - ASAF —O—EUAN —e—|BASAF ==C=-|BEUAM
FSU/ASAF 1.07 1.09 1.1 1.11
FSU/EUAM 0.76 0.78 0.78 0.8
FSU/IBASAF 1.05 1.06 1.08 1.04
FSU/IBEUAM 0.72 0.74 0.75 0.75
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Figure 2a: Means of monthly eamings {in MIS) and eaming ratios, by
sub-population group and perod, NEN
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Table 1: Coeftiets (SD fram| imar regression pred ctigocawpationd SESfor salai el wrle rs@ '

MEN (1) WOMEN (2)

Intercept -23.39* -23.00*
Age 0.01 -0.07*
(0.02) (0.02)

Married 3.20% 2.66*
(0.42) (0.25)

Central citis 0.76* 1.19*
(0.32) (0.26)

Educatn@ 4.29%* 4.32%
(0.04) (0.03)

ASAF 8.88* 9.68*
(0.94) (0.81)
ASAF x 1998-2000 -1.09 -1.99
(1.26) (1.07)

ASAF x 2001-2003 -1.72 -3.29%
(1.32) (1.13)

ASAF x 2004-2006 -3.10%* -4.52%
(1.33) (1.14)

EUAM 12.93* 13.68*
(0.98) (0.81)

EUAM x 1998-2000 -1.68 -2.12%
(1.32) (1.08)
EUAM x 2001-2003 -0.17 -1.62
(1.38) (1.14)

EUAM x 2004-2006 -1.83 -2.84%
(1.38) (1.14)

IBASAF 7.70% 10.46*
(0.90) (0.76)

IBASAF x 1998-2000 -0.96 -2.88%*
(1.21) (1.01)

IBASAF x 2001-2003 -1.21 -3.97%
(1.27) (1.05)

IBASAF x 2004-2006 -0.93 -5.09*
(1.27) (1.05)

IBEUAM 14.66 15.51*
(0.90) (0.75)

IBEUAM x 1998-2000 -0.71 -2.27*
(1.21) (1.00)

IBEUAM x 2001-2003 -0.54 -2.16*
(1.26) (1.05)

IBEUAM x 2004-2006 -1.17 -3.82%
(1.26) (1.04)

1998-2000 0.64 2.96*
(1.01) (0.83)

2001-2003 2.62%* 3.04%*
(1.06) (0.88)

2004-2006 1.70 3.39%
(1.07) (0.88)

R’ 0.385 0.425

1. 1995-1997 — omited ategory; BU —oni tid caegory
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. 1
salaried workers

lard 2) ad frombi- leel rgressios pred ctig( LN eamirgs of &

Linear regression Bi-level regressions
MEN (1) WOMEN (2) MEN (3) WOMEN (4)
Intercept 4.11% 4.17% 8.125%* 7.751%*
Age 0.078* 0.038* 0.070* 0.053*
(0.005) (0.005) (0.005) (0.005)
Age Square -0.0008* -0.0003* -0.0007* -0.0005*
(0.0001) (0.0001) (0.0001) (0.0001)
Married 0.234* 0.112* 0.194* 0.068*
(0.012) (0.008) (0.013) (0.008)
Central citisB 0.0002 0.029* 0.011 0.019
(0.009) (0.008) (0.010) (0.011)
Educatin® 0.071* 0.083* 0.035* 0.035*
(0.001) (0.001) (0.003) (0.003)
Hours of work in week 0.022* 0.035* 0.018* 0.033*
(0.0003) (0.0003) (0.001) (0.001)
Ethnic groups and Interactin Brm &
ASAF 0.441* 0.497* 0.341* 0.382*
(0.026) (0.025) (0.027) (0.036)
ASAF x 1998-2000 -0.039 -0.069* -0.024 -0.046
(0.035) (0.033) (0.040) (0.044)
ASAF x 2001-2003 -0.074* -0.143* -0.082* -0.103*
(0.036) (0.034) (0.041) (0.047)
ASAF x 2004-2006 -0.077* -0.139* -0.053 -0.089
(0.037) (0.035) (0.041) (0.051)
EUAM 0.517* 0.554* 0.369* 0.373*
(0.027) (0.025) (0.328) (0.037)
EUAM x 1998-2000 -0.049 -0.084* -0.027 -0.056
(0.037) (0.033) (0.043) (0.044)
EUAM x 2001-2003 -0.057 -0.181* -0.086* -0.132*
(0.037) (0.034) (0.043) (0.049)
EUAM x 2004-2006 -0.094* -0.165* -0.101* -0.103*
(0.039) (0.035) (0.046) (0.047)
IBASAF 0.487* 0.538* 0.401* 0.402*
(0.025) (0.023) (0.031) (0.031)
IBASAF x 1998-2000 -0.057 -0.099* -0.036 -0.062
(0.034) (0.031) (0.043) (0.045)
IBASAF x 2001-2003 -0.089* -0.160* -0.110* -0.089*
(0.034) (0.031) (0.043) (0.046)
IBASAF x 2004-2006 -0.123* -0.161* -0.121* -0.100*
(0.036) (0.032) (0.043) (0.047)
IBEUAM 0.643* 0.635* 0.495% 0.428*
(0.025) (0.023) (0.033) (0.040)
IBEUAM x 1998-2000 -0.054 -0.082* -0.036 -0.042
(0.034) (0.031) (0.048) (0.051)
IBEUAM x 2001-2003 -0.114* -0.185* -0.151* -0.119*
(0.034) (0.031) (0.047) (0.052)
IBEUAM x 2004-2006 -0.168* -0.175* -0.167* -0.094
(0.035) (0.032) (0.046) (0.054)
Occupatinal level for mdels3and &
1998-2000 0.279* 0.312%* 0.009* 0.010*
(0.028) (0.026) (0.0004) (0.0004)
2001-2003 0.399* 0.490* 0.259* 0.278*
(0.029) (0.026) (0.039) (0.046)
2004-2006 0.426* 0.512* 0.419* 0.462*
(0.030) (0.027) (0.040) (0.048)
SES 0.441%* 0.500*
(0.039) (0.048)
R’ 0.349 0.478
Variance Component for models 3 and 4° 0.018 0.026
Occupatin-level random eftct (Y G 0.307 0.267
Individual-level random effct (r)& - - 0.018 0.026

1. FSU omited @tegory, B95- 1997 —ori t&d cdegory. 2 Inbi-leel ra el s 3and 4 slogs of imd vidal leel vaiades (except o ehnic growps) ae
constrained to be idential aross @cupatios. Ae, elicationand SES hawe been certredaraind grand nean . Slpes of ASk, EUW] | BAF and P
IBEUAM have been allowed to vary across occupatins. 2. The variance components from fully unconditmal mdel ae u(Q 26) ad r (Q ¥8) fa
men, u (0.243) and r (0.410) for women. *p<0.05
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Appendix Table: Mean values (STD) or per cent of variables by gender, by period and by sub-populatm goup (cohort B40- 1965, ol y sl aried wrkers)

MEN
19951997 19982000 20012003 20042006
FsU ASAF | EUAM B B FsU ASAF EUAM B B FsU ASAF | EUAM B B FsU ASAF | EUAM B B
ASAF | EUAM ASAF | EUAM ASAF | EUAVI ASAF | EUAVI
Numnberof 857 1479 1155 1862 1821 %7 1853 1529 281 2635 %2 1741 1427 | 218 %) 826 1460 1309 2136 2393
cases
Hoursofwork 503 470 492 488 502 488 464 477 484 498 480 456 479 480 490 479 452 463 472 481
perweek (106) (105 | (106 | (111 | (117 | (@8 | (105 (114) 1) | @e | @9 | (o0 | @y | @114 (127) (107 | @15 | (119 | (115 (121)
Educatd 144 117 143 121 148 146 119 147 125 149 147 121 147 126 151 147 124 149 128 151
29 39 38 27) 37 39 37 37 29 (36) 39 37 (36) 29 (36) 29 35 38 39 EX)
SES 118 391 547 397 583 432 395 551 408 587 457 416 588 05 613 451 408 567 434 601
(285) @35 | @8 | @9 | @5 | 84 | @39 @273) @29 | @2 | 6L | 7 | @8 | (39 (270) @05 | (48 | (287 | (49 (270)
Monthly 4988 6666 | 9143 6503 | 10285 | 6726 | 8661 11879 8816 | 13452 | 7834 | 9637 | 13463 | 10065 | 15184 7920 | 10120 | 13401 | 10537 | 144%4
eaming(nNIS) | (2947) | (5040) | (6572) | (4419) | (8294) | (4109) | (6284) | (10260) | (6516) | (10884) | (3470) | (7047) | (10470) | (7246) | (12888) | (4608) | (8272) | (10912) | (7586) | (10674)
WOMEN
19951997 19982000 20012003 20042006
FsU ASAF | EUAVI B B FsU ASAF | EUAM B B FsU ASAF | EUAM B B FsU ASAF | EUAM B B
ASAF EUAM ASAF | EUAM ASAF EUAM ASAF | EUAM
Numnberof 923 BR2 | 1258 | 1832 1871 1101 1736 1684 2549 2741 1041 1588 1519 2424 2506 21 1342 1369 2440 2439
cases
Hoursofwork 402 7 | 31 349 353 389 38 362 48 349 379 38 362 48 349 373 32 361 n7 350
perweek w7 | (1 | @ | 112 (113) 21 | 112 | @19 | @9 | @9 | @ | (16 | @118 | (109 (123) s | (@) | (©o (114) (122)
Educatd 147 113 | 143 126 148 148 118 146 128 149 149 118 148 130 151 148 122 149 131 152
(26) 36 33 27 (EXY) 28 37 (EX) 27 32 27 36 (EZ)] 28 33 27 37 (EZ)] 29 32
SES 396 45 | 515 17 559 08 | 374 536 20 570 432 361 546 414 575 430 366 542 413 563
@8 | @4 | 39 | (19 (209) 263 | (20 @39 | (06 | @7 | @8 | @1 | @1 | 29 (224 286 | 38 | (253 (225) (23
Monthly 3163 | 3605 | 5181 | 38% 5348 4351 4627 6674 534 | 6945 | 5271 5248 7504 578 7773 5357 5544 7934 6222 8124
eaming(nNIS) | (21000 | (2911) | (4005) | (2779) (4081) 3099 | (3427) | (4923 | (405) | (5254) | (3901) | (4146) | (5540 | (4269) (6342) (3855 | (4639 | (5619 | @744 | (5921)




