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Austria and Germany are both industrial countries with a long ranging history of labour migration. However, both countries nowadays count bigger populations of migrants who do not stem from the traditional recruitment countries of the Mediterranean area but from Eastern and Western Europe. Due to these diversification processes, the qualification structure of immigrants changed. Austria and Germany now experience skilled and highly skilled immigration every day through different migration channels (labour migration, family reunification and asylum seekers). Therefore the question has to be addressed whether immigrants’ skills are as effectively utilized on the Austrian and German labour market as the skills of the native-born are.

Research on this topic shows, that both countries face severe problems integrating migrants into the local labour market. It is noticeable that many immigrants become employed significantly below their actual level of useful education. Concerning labour market success an essential mechanism seems not to be working for migrants: namely that higher education is strongly related to higher employment positions. The question that has become urgent is why valuable immigrant skills, which are increasingly in demand to tackle the negative consequences of ageing and demographic change, are being wasted on the German and Austrian labour market.

The reasons can be found on the one hand in difficulties assessing foreign educational credentials from an employer’s perspective, in foreign qualifications which are not or not equally needed in the receiving country or in institutional discrimination processes. On the other hand migrants themselves might search suboptimally for employment or lack other resources important for labour market success (e.g. networks, language qualifications etc.).
Using the Labour Force Survey (LFS) we explore the difference international migration makes for the distribution of occupational levels for any given level of education in the two countries of interest: Austria and Germany. We address the following main research question: Are immigrants who are licensed to work in a particular field in their home country able to work in the same field in the receiving society or do they face devaluation of their educational qualifications? 

We consider different groups of migrants and study the influences that gender, ethnicity and generation status as categories of differentiation have on the integration process of foreign and local human capital into local labour markets. The comparison between the two countries Austria and Germany is of specific interest as both countries share the same level of development and the same language, but labour markets are differently structured. Therefore it is interesting to see on which labour market foreign human capital is more or less transferable. 
Our results show that returns to foreign degrees differ severely with respect to the countries the degrees stem from. Eastern and southern European degrees transfer less well into labour market success compared to those from Northern and Central Europe. The data also show that female children of immigrants are also affected, though not as much as the immigrants themselves, and more in Austria than in Germany. Significantly, self-employment turns out to be highly correlated with high labour market success for migrants and their children. Therefore setting up one’s own business seems to be one way of evading the influence of local employers who may allocate migrants to jobs significantly below their actual level of education.
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