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Objective of economic-class immigration should be to boost growth 
rates in real GDP per capita. 

Policy objective?
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Two offsetting first-order effects: 

1. Capital dilution (k = K/L) 

2. Human capital stock and potential productivity spillovers (h and A)

 Immigration is a blunt instrument to address aging population. 
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Immigrant selection policy
• Private Member’s Motion M-44 introduced in January 2022 called for 
government to “expand the economic immigration stream to allow 
workers of all skill levels” (see “Strategy to Expand Transitions to 
Permanent Residency,” IRCC, September 2022).  

• “Category-Based Selection” enables Minister to prioritize any attribute 
(e.g., occupation, language) in selection. 

• Ignores: 
1. Historical lessons on human capital model vs. current labour market 

needs.
2. Improvement in immigrants’ relative earnings in 2005-2019 period 

(Clarke, Ferrer and Skuterud 2019; Crossman, Hou and Picot 2021; PBO 
2024) 
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What to do? 
Comprehensive Ranking System (CRS) scores are predictions of 
immigrants’ earnings 5-10 years after landing. 

Policy target: expected earnings of lowest ranked selected immigrant 
equal to average earnings in existing population. 

Advantage: ties the Minister’s hands and takes immigrant selection out 
of the political realm. 

Recommendations:

1. Improve predictiveness of CRS scores 

2. Enhance quality of applicant pool 
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Summary
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• A pillar of Canada’s economic growth strategy since 2015 has been 
heightened immigration to address aging demographics and labour 
shortages. 

• Our analysis suggests that this policy is unlikely to boost growth in GDP 
per capita owing to capital dilution and quality-quantity trade-offs in 
immigrant selection. 

• We recommend refocusing policy efforts on: (i) raising per capita 
business capital investment; and (ii) returning to a single economic-
class pathway to PR status that relies on an enhanced CRS to prioritize 
candidates with the highest earnings potential. 
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