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I. Introductions and Facts
The Ethnic Compositions in Taiwan:

♦ Immigrants (Mainland Chinese) after 1949.  
In 2004,

♦ immigrants and 2nd-generation: 13%
♦ Hakka: 12%
♦ Hokkien: 73%.
♦ Hokkien: accounts for more than 83% of natives.
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Facts
Striking feature: immigrants have much 
higher earnings than natives, more than 30%
more.  
Indeed, immigrants also have earnings 
higher than natives over a life cycle
(see Figure 1). 
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Source: Taiwan Social Change Sruvey 1992-2006.

Figure 1  Earnings of Immigrants and Natives



6

II. Motivations and Purpose of 
Study:  Motivations

Three aspects different from those in N. 
America and Europe:
1. Immigrants in N. America and 
Europe are mainly motivated by 
economic incentives, 
immigrants in Taiwan are political 
refugees that escaped from the ruling 
of the Chinese communists. 
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II. Motivations and Purpose of 
Study :  Motivations

2. Natives and immigrants in N. 
America and Europe are very different 
in the ethnicity. 
Though different in terms of spoken 
languages, natives and immigrants in 
Taiwan are all Chinese that shared 
similar culture roots. 
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II. Motivations and Purpose of 
Study :  Motivations

3. Natives have higher earnings in 
North America and Europe, 
immigrants in Taiwan obtain much 
higher earnings.
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II. Motivations and Purpose of 
Study:  Purposes

An important and interesting 
issue but was neglected in 
existing literature:
Why did  immigrants make so 

much more in earnings than 
natives in Taiwan?
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II. Motivations and Purpose of 
Study:  Purposes

The purpose of this paper attempts to offer 
an explanation of such an interesting 
observation.  
Attentions are paid to differences in human 
capital and occupations between immigrants 
and natives.--- We study the role of 
educational attainments, occupational 
choices, the language speaking proficiency, 
and mother’s ethnicity in accounting for such 
a large earnings differential. 



11

III. Literature
. First-generation Immigrants:
Chiswick(1978, 1986); Duleep and Reget(1996, 

1997); La Londe and Topel(1992, 1997) 
These studies generally concluded that, 
everything else being equal, there is no
significant evidence of a declining earnings
profile over successive cohorts of immigrants
as compared to natives.
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III. Literature
2. Second-generation Immigrants:

Educational attainment : U.S. Census data -Chiswick(1988); 
Germany data -Gang and Zimmerman(2000);
Riphahn(2003); van Ours and Veenman(2003); 
Zimmermann(1995);
Taiwan data - Tsay(2006);

van Ours and Veenman(2003) and Tsay(2006) found that it 
exists a high intergenerational economic mobility between 
first-generation and second-generation immigrants
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III. Literature
Labor market performance: Boyd and Grieco(1998); 

Behrenz, Hammarstedt and 
Mansson(2007);
Carliner(1980); Chiswick(1977); 
Chiswick and Miller(1985); 
Maani(1994); 
Mansson and Ekberg (2000); 
Rooth and Ekberg(2003);
Palameta(2007); Vilhelmsson (2000)

U.S. Census- Carliner(1980); Chiswick(1977);
It has no significant evidence for earnings gap between second-
generation immigrants and their native counterparts was shrunk. 
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III. Literature
Swedish data- Mansson and Ekberg (2000); Rooth and 

Ekberg(2003); Vilhelmsson (2000) 

It is more likely for those second-generation immigrants born prior to 
1970 to have a better labor market position compared to their 
younger counterparts. 

Children of immigrants migrated from non-European countries shared
less common backgrounds with native Swedes, and hence it is more
likely for them to be unemployed and to have lower earnings relative 
to native Swedes, 

Rooth and Ekberg(2003) uncovered that second-generation immigrants 
with  one native-born parent perform better than those with two 
foreign-born Parents. 
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IV. Methodology and Source of Data

Two Stages:
The first-stage:  

Heckit two-step procedures
1. Labor Force Participations
2. Selectivity-corrected earnings 

model 
The Second-stage:

Oaxaca-Blinder decomposition analysis  
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IV. Methodology and Source of Data

The first-stage:
Labor Force Participation

Let LFP* , a latent variable, stand for supply for market work.  LFP
is a binary variable indicating an individual i participation labor 

force if LFP is equal to 1, and set to zero otherwise.
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IV. Methodology and Source of Data

The first-stage:
Participation Probit and Earnings 
model
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IV. Methodology and Source of Data

The first-stage:
•Identification
Some variables used in the estimation of participation 
probit model （X）that are not included in the estimation of 

the earnings regressions (X1).

•Selectivity-corrected Earnings model
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The second-stage:

Decomposition Analysis:
Re-parameterization:

1. Immigrants as a reference group
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2. Natives as a reference group
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Source of Data
This study employs the Taiwan Social Change 
Survey (TSCS), which is a nation-wide survey
designed to trace the long-term trends of 
profound social changes in Taiwan in years 
before and after the lift of martial law in 1987. 
The data set before 1992 contains no 

information regarding language speaking.  In 
order to capture the changes in the population 
of different ethnic groups and the transition of 
Taiwan society, in this study we use 13 year 
cross-sectional data sets which starts from 
1992 to 2006 except for 1994 and 1999. 
In our study, we select an individual whose age 
is between 20 to 64 years old..  
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Using Hokkien as representatives of 
natives as it accounts for more than 
83% of natives in 2004.
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V. Empirical Results

Heckit two-step Estimations are 
applied separately to: 

Total sample (immigrants and natives)
Immigrants sample
Natives sample

For each sample, we have 4 model 
specifications to explore the important 
effects of interesting variables.
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Empirical Results 
Table 1-1, 2-1, 3-1  LFPR regressions  
for total sample, Immigrants, and 
Natives
Table 1-2, 2-2 and 3-2 Selectivity-
corrected earnings regressions for total 
sample, immigrants, and natives
Table 4 and 5 Earnings differentials 
decomposition results
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Conclusions:
1. A major portion of earnings 
differentials is originated from 
differences in characteristics and is 
thus an explanatory part; only a 
negligible fraction is attributed to an 
unexplained, or “discriminatory”, part. 
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Conclusions:
2. The main sources causing earnings 
differentials are as follows.

1) An individual and father’s educational 
attainments at a high school or above 

2) Occupational choices:
 Professionals and para-professionals
 Legislators, senior official, managers

3) Mandarin language proficiency
4) Mother with Hokkien ethnicity
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Conclusions:

3. An individual educations at a primary 
school and father’s educations at a 
middle school or below are sources 
that reduce earnings differentials 
between immigrants and natives. 
4. With occupation in Mechanical 
operators, and assemblers, the 
earnings gap is smaller between 
immigrants and natives.
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Shortcomings and Future 
research: 

The compulsory primary school 
education and middle school education
increase the proficiency of Mandarin 
speaking of natives. Natives may not 
have disadvantage of Mandarin 
speaking. 
Earnings differences between second-
generation immigrants and natives.
Males only.  
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