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ABSTRACT 

The existing literature on the effects of international trade on US labor markets provides mixed evidence. Is it true 

that trade with Mexico is taking away US jobs? This study seeks to answer that question. Using state-level 

unemployment data from the Bureau of Labor Statistics and trade data from the Department of Commerce, I assess 

whether imports from Mexico are related to US state-level unemployment. I expand upon the existing research by 

extending my period of analysis to account for the evolution of US-Mexico bilateral trade after 2014. Moreover, I use 

state-level data instead of national estimates to provide a more granular understanding of the policy implications of 

free trade under the North American Free Trade Agreement (NAFTA) and its successor, the United States-Mexico-

Canada Agreement (USMCA). More specifically, considering the high degree of economic integration between 

Mexico and the United States resulting from NAFTA, I assess whether increased imports from Mexico are associated 

with changes in state-level unemployment rates. In the end, my study provides only limited evidence to suggest that 

trade with Mexico is linked to positive outcomes for US workers. 
 

 

RESUMEN 
Con los tratados comerciales y la integración económica al centro del debate sobre política económica, los estudios 

sobre los efectos del comercio internacional sobre el desempleo en Estados Unidos siguen sin dar una respuesta 

contundente. ¿Es cierto que México le está quitando empleos a Estados Unidos a través de mayores importaciones? 

Esta tesis responde esta pregunta. Utilizando datos de la Oficina de Estadísticas Laborales (BLS, por sus siglas en 

inglés) y del Departamento de Comercio de Estados Unidos, el presente estudio analiza el efecto de las importaciones 

mexicanas sobre el desempleo a nivel estatal en Estados Unidos. Considerando el alto grado de integración económica 

entre ambos países impulsado por el Tratado de Libre Comercio de América del Norte (TLCAN), ésta tesis evalúa si 

el aumento de las importaciones de México está asociado con niveles más bajos de desempleo a nivel estatal en los 

Estados Unidos. Los resultados del presente estudio proveen evidencia limitada de la existencia de una relación 

negativa entre exportaciones mexicanas y los niveles de desempleo en Estados Unidos. 

 



  v 

 

Para Tania e Icho, 

Siempre libres, siempre conmigo. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



  vi 

TABLE OF CONTENTS 

Introduction ..................................................................................................................................... 1 

Background ..................................................................................................................................... 3 

Literature Review ............................................................................................................................ 5 

Conceptual Framework and Hypothesis ....................................................................................... 11 

Data and Methods ......................................................................................................................... 17 

Descriptive Statistics ..................................................................................................................... 21 

Regression Results ........................................................................................................................ 24 

Conclusions ................................................................................................................................... 31 

Appendix ....................................................................................................................................... 35 

References ..................................................................................................................................... 39 

 

 

 

 

 

 

 

 

 

 

 

 



  vii 

LIST OF FIGURES 

Figure 1. Determinants of US state-level unemployment ............................................................. 12 

Figure 2. United States unemployment rate .................................................................................. 35 

Figure 3. Correlation matrix ......................................................................................................... 36 

Figure 4. The relationship between trade and Gross State Product .............................................. 37 

 

LIST OF TABLES 

Table 1. Variable definitions and data sources ............................................................................. 19 

Table 2. Descriptive statistics for dependent, key independent, and control variables ................ 23 

Table 3. Main regression results ................................................................................................... 25 

Table 4. Sub-group regression results (with state and year FE) ................................................... 28 

Table 5. Unweighted regression results ........................................................................................ 38 

 



  1 

INTRODUCTION 

 
In the past twenty-five years, two-way trade in goods and services between Mexico and the United 

States has skyrocketed, totaling an estimated $671.1 billion in 2018 (USTR 2020). Since the 

implementation of the North American Free Trade Agreement (NAFTA) in 1993, bilateral 

commerce has grown more than eightfold, with the two countries exchanging goods and services 

worth more than 1.2 million dollars every minute during 2018 — or the dollar equivalent of a Ford 

F-150 truck every second (Wayne 2019). Depending on the year, Mexico and the United States 

are each other’s top trading partners (USTR 2020; Wilson Center 2019) and, with bilateral trade 

reaching new heights every year, it is important to assess the effects of this growing commercial 

relationship on US labor markets. On net, does trade with Mexico create or destroy jobs in the 

United States? The present study tries to answer this question, focusing on the relationship between 

imports from Mexico and US state-level unemployment.  

Research across the globe shows that increases in employment are correlated with rapid 

economic growth (Kapsos 2005; Khan 2007), reductions in criminal behavior (Lageson & Uggen 

2013), and lower poverty levels (Page 2014). Conversely, employment losses are associated with 

output losses, adverse impacts on mental health, higher mortality rates, family instability, declining 

human and social capital, and reduced future earnings (Burgard et al. 2007; Nichols et al. 2013; 

OECD 2009).1 Additionally, studies show that parents’ persistent joblessness is correlated with 

poorer future education and labor market outcomes for their children (McLoyd et al. 1994). 

Authors such as and Browning and Crossley (2001) have found that families with unemployed 

workers have consumption levels that are 16% to 24% lower than families of workers who retain 

 
1	“Social capital” is defined as the network of business contacts that enables individuals to find new and/or higher-
paying jobs (Nichols et al. 2013). 
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employment. In sum, rising unemployment levels are associated with income losses in the short 

run, with permanently lower wages in the long-run, and with poorer mental, physical and financial 

outcomes for future generations of workers.  

Approximately five million US jobs are linked to two-way trade between Mexico and the 

United States (Wilson 2017). I expand upon existing research on the effects of Mexican imports 

on US economic outcomes by analyzing the evolution of US-Mexico bilateral trade relations after 

2014. More specifically, considering the high degree of economic integration between Mexico and 

the United States brought about by NAFTA and a significant degree of US content in imports 

coming from Mexico, I use the most recent available data to assess whether increased imports from 

Mexico are associated with higher levels of US state-level unemployment.  

The thesis is organized as follows. In the next section, I provide further background on 

NAFTA and US-Mexico bilateral trade over the past 25 years. Next, I review the relevant literature 

and describe my conceptual framework, data, and descriptive statistics. I then present the results 

of my regression models. And finally, I summarize my conclusions and the limitations of my 

research and suggest policy implications for future US-Mexico bilateral trade in the post-NAFTA 

era. 
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BACKGROUND 
 
Enacted in 1994 and replaced in 2020 by the United States–Mexico–Canada 

Agreement (USMCA), NAFTA was a three-country accord negotiated between the governments 

of Canada, Mexico, and the United States (ITA 2020). Built on a 1988 Free Trade Agreement 

between Canada and the United States, it created a free trade zone in all of North America (Moran 

2020; Wayne 2020).  

Over 15 years, NAFTA gradually eliminated tariffs on goods and services traded among 

the three signatory countries, with an emphasis on the agriculture, textiles, and automobile 

manufacturing sectors (Chatzky et al. 2020). NAFTA also set rules to protect intellectual property 

rights, established dispute resolution mechanisms, and was accompanied by two side agreements 

providing labor and environmental safeguards. Under NAFTA, trade between Canada, Mexico, 

and the United States more than tripled, reshaping North American economic relations (Chatzky 

et al. 2020).  

During the original negotiations, the three governments saw NAFTA as a mechanism to 

integrate Mexico, a low-wage and low-productivity country, into the developed economies of 

Canada and the United States (Wood 2020). For Mexico’s northern neighbors, NAFTA 

represented an opportunity to increase the competitiveness of Canadian and US firms through 

increased exports and cheaper inputs (Chatzky et al. 2020). For Mexico, the deal brought stability 

to a volatile economy and created job opportunities to discourage mass migration to the United 

States (Duncan 2020). After its implementation, the deal became the central feature of the US-

Mexico bilateral commercial relationship (Wayne 2020).  

Though NAFTA was a subject of perennial domestic political debate, it enjoyed bipartisan 

backing in the United States until 2016, when it was renegotiated and updated. The revised accord, 
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dubbed the US-Mexico-Canada Agreement (USMCA), modernized key NAFTA provisions, 

including amendments to the original dispute resolution mechanism, increased domestic content 

rules for the automobile sector, and created a new chapter on the digital economy, among other 

things (Wilson Center 2020).  

This thesis uses trade data from 2008 to 2018 and, as a result, does not consider the changes 

that occurred with the enactment of USMCA and the onset of the COVID-19 crisis of 2020. 

Nonetheless, given the similarities between NAFTA and USMCA, my results should still be useful 

in gauging the USMCA's most important implications for US employment levels. 
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LITERATURE REVIEW 

The experts vs. popular sentiments 

A key tenet of orthodox economic theory is that free trade leads to a more efficient allocation of 

resources and a higher level of economic well-being than does restricted trade (Francis & Zheng 

2014). In other words, free trade is a vehicle for welfare improvement (Smith 2012).  

However, free trade may also impose costs on some sectors of the population (Samuelson 

& Stolper 1941; Trefler 2004). Workers in developed economies particularly worry about the 

potentially disadvantageous outcomes that are associated with international commerce such as 

reduced employment, loss of industry-specific human capital, and macroeconomic instability 

(Ortiz-Mena 2021). Yet many studies show that exposure to trade is unrelated to such outcomes 

(Matusz & Tarr 1999). 

In the United States, views on whether international trade is a blessing or a curse have 

closely tracked the economy. For example, during the global financial crisis of 2008-2009, the 

percentage of the population that perceived imports as a threat to the economy reached 52% 

(Gallup 2019). However, as the economy bounced back and unemployment dropped, the story 

changed. In 2019, almost 80% of the people surveyed perceived imports as an opportunity for 

economic growth (Gallup 2019).  

Among scholars, opinions on the relation between imports and domestic market outcomes 

are mixed. For trade skeptics, imports represent a “giant sucking sound” that sends US jobs abroad 

(Burfisher et al. 2001; Scott 2011; Hinojosa et al. 2000). Conversely, for proponents of free trade, 

imports represent increased access to goods, economies of scale, production sharing, and 

opportunities to invest in local and foreign firms (Wilson 2011; Koopman 2010; Hanson 2001; 

Moran & Oldenski 2004).  
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The next two sections of this literature review the research on the positive and negative 

effects of international trade on unemployment, wages, and productivity in the United States. I 

then explain the contribution of this thesis to the existing body of literature.  

 

Evidence on the negative impacts of trade 

Arguments against trade have centered around the idea that imports lead to adverse effects on US 

wages and employment. For example, Borjas et al. (1997) found that from 1980 to 1995, trade 

between the United States and Least Developed Countries (LDCs) was correlated with lower 

wages among US workers without a high school diploma in the manufacturing sector (Borjas et 

al. 1997). Ebenstein et al. (2009) found that workers in blue-collar occupations suffer the most 

from trade. Specifically, the authors estimated that, for workers who performed routine tasks, a 

10% increase in exposure to import competition was associated with nearly a 3% percent decline 

in real wages. Additionally, McLaren and Hakobyan (2010) found that tariff reductions on 

Mexican imports under NAFTA were related to significant declines in blue-collar wages for US 

workers in the apparel sector. 

More relevant to the present discussion is a study by Autor et al. (2013), who found that 

China’s rapid import penetration of the United States between 1990 and 2007 was associated with 

significant losses in US manufacturing employment, lower labor force participation, reduced 

wages, and increased use of disability benefits. Conversely, the authors found evidence of a 

positive relationship between imports from Mexico and job creation in the United States. On one 

hand, they hypothesized that China’s import surge was driven by the country’s accession to the 

WTO in 2001 and to internal market conditions. On the other, they argued that the growth in 

imports from Mexico was linked to rising US product demand and to US outsourcing to Mexico. 
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In another study, Acemoglu & Price (2016) determined that the volume of Chinese imports 

was correlated with reductions in US manufacturing employment and with decreases in overall US 

job creation. The authors estimated that, from 1999 to 2011, rising Chinese imports cost up to 2 

million US jobs. Similarly, but in contrast to Autor et al. (2013), Scott (2011) found that, from 

1993 to 2010, trade deficits with Mexico were associated with a loss of nearly 700,000 US jobs. 

Based on a three-year time series that included the global recession of 2008-2009, Scott concluded 

that 60.8% of the total jobs displaced by Mexican imports were in manufacturing industries.  

Others, for example Hinojosa et al. (2000), showed that the implementation of NAFTA 

was associated with significant increases in imports from Mexico. The authors found that, in the 

three years that preceded the agreement, imports grew at an average rate of 6.3% per year, but in 

the following years imports grew by an average of 20% per year. However, the authors concluded 

that increased imports from Mexico were only weakly correlated with increases in job 

displacement risk in the United States (Hinojosa et al. 2000).  

Lastly, Trefler (2004) highlighted the conflict between the short-run adjustment costs and 

the long-run gains associated with free trade. For Trefler, unrestricted trade in the short-term was 

correlated with job displacement risk and the closure of low-productivity plants. However, free 

trade was also associated with long-run efficiency gains secured by the stakeholders of competitive 

plants and final consumers of goods and services.  

In the case of trade between Canada and the United States, Trefler (2004) showed that trade 

liberalization was linked to a 12% decrease in employment (nearly one in eight jobs) in low-

productivity plants in Canada, and that these job losses were concentrated in the manufacturing 

sector, where unemployment rose by 5% (approximately 100,000 jobs lost). Nonetheless, the 
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author also found that the Canadian and US industries that experienced the deepest tariff cuts saw 

plant-level labor productivity rise by 15% and 14%, respectively, likely raising aggregate welfare. 

 

Evidence on the positive impacts of trade 

Supporters of free trade base their arguments both on theory and on empirical evidence. Classic 

Ricardian theory holds that free trade allows countries to specialize in the production of goods and 

services that they are relatively more efficient at producing, while they import goods and services 

that they make less efficiently (Hufbauer & Cimino-Isaacs 2014). In theory, the free exchange of 

goods and services in the presence of specialization enables countries to exploit comparative 

advantages in production and helps to increase consumption. It also allows for economies of scale 

and helps to curb monopoly power among domestic firms through import competition (Krist 

2013). 

Much of the empirical evidence points in the same direction. Studies suggest that imports 

are associated with lower levels of unemployment (Felbermayr et al. 2009; Wilson 2016), lower 

prices for intermediate inputs (Wilson 2011), greater output (Hufbauer & Lu 2017), and the 

development of integrated global value chains (Wilson 2016).2 Evidence of this kind informed 

Krugman and Obstfeld’s (2009) conclusion that “nations generally gain from trade,” although 

“[trade] may hurt particular [work] groups within nations.”  

In the specific case of NAFTA, the consensus among proponents of economic integration 

has been that the agreement was not followed by significant changes in aggregate US labor market 

 
2	According to the Organization for Economic Co-operation and Development (OECD), global value chains are a 
modern development in which the stages of production of goods and services are spread across different countries 
(OECD 2020). Similar to Adam Smith's concept of division of labor, globalization gives firms incentives to distribute 
their operations internationally through the outsourcing and offshoring of certain activities. Instead of taking place 
within a single country, a firm's operations therefore take place across national borders (OECD 2020).	
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outcomes (Burfisher et al. 2001; Villareal & Ferguson 2014). More recent contributions to the 

literature have further highlighted the positive linkages between employment and wages on one 

hand, and increased trade in North America on the other. For example, contrary to McLaren & 

Hakobyan (2010), a study by Riker & De la Cruz (2014) found that the expansion of bilateral trade 

between Mexico and the United States was associated with efficiency gains and increases in real 

wages among both skilled and unskilled workers in the United States. The authors found that the 

largest wage increases occurred in the US machinery sector (De la Cruz & Riker 2014).  

Relatedly, Wilson (2016) found that approximately five million jobs in the United States 

were tied to two-way trade with Mexico and that trade benefited workers on both sides of the 

border, particularly in the service sectors. Koopman et al. (2010) added to this line of research by 

showing that US imports of final goods from Mexico contained almost 40% of value-added from 

the United States, a larger share than they found for US imports from Canada (25%) and China 

(4%) (Koopman et al. 2010). The authors argued that shared production between Mexico and the 

United States helped create jobs on both sides of the Río Bravo (Río Grande). 

Hanson (2001), among others, studied the relationship between regional economic 

integration and expansions in economic activity, and found evidence of a positive correlation 

between employment levels in US border cities and exports of goods and services produced in 

Mexican conurbations on the other side of the border. He estimated that a 10% increase in exports 

manufactured in a Mexican border city was associated with a 1.1%-to-2.0% increase in 

employment in the neighboring US border city. He hypothesized that increases in bilateral trade 

were associated with increases in demand for transportation services at the border, which in turn 

were correlated with increases in US employment.  
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For Hanson (2001), the process of complementary development observed at the US-

Mexico border was a good predictor of the effects of bilateral trade on US employment levels 

overall. This hypothesis was later tested by Oldenski and Moran (2014), when they studied this 

phenomenon from an investment perspective. The authors found that, on average, for every 100 

jobs that US manufacturing firms created in Mexico, approximately 250 jobs were added to their 

domestic operations in the United States. That is, when US firms invested in Mexico, these 

investments enabled the hiring of workers at home (Oldenski & Moran 2014). 

 

The present study 

Existing research on the effects of international trade on the US labor market has provided mixed 

evidence and has mostly focused on the impact of imports on wages within certain industries, 

rather than on the effects of imports on aggregate employment. However, recent developments in 

global trade provide a unique opportunity to revisit this issue.  

Moreover, most studies examining the relationship between imports and US 

unemployment levels use data from the 1990s to 2014 (Burfisher et al. 2001; De la Cruz & Riker 

2014; Hinojosa et al. 2000; Koopman 2010; Scott 2011; Wilson 2016). Between 2014 and 2018, 

however, US imports from Mexico increased substantially (Wilson Center 2019). The present 

study contributes to the literature by using more recent trade data. Extending the period of analysis 

to include both the global financial crisis of 2008-2009 and the evolution of US-Mexico bilateral 

trade after 2014 should allow for a more policy-relevant estimate of the relationship between 

imports from Mexico and US unemployment rates. Similarly, using state-level data instead of 

national estimates should allow for a more granular understanding of the policy implications linked 

to US-Mexico free trade under NAFTA.  
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CONCEPTUAL FRAMEWORK AND HYPOTHESIS 
 
Based on prior research, I hypothesize that imports from Mexico are negatively related to state-

level unemployment rates in the United States. From a firm perspective, I anticipate that access to 

a wider variety of inputs and cheaper goods coming from Mexico has improved the 

competitiveness of US businesses and that the high degree of US content in imports coming from 

Mexico helps support jobs in the United States. On the consumer side, I expect that access to 

cheaper goods through NAFTA’s lower trade barriers frees up income for US consumers. These 

resources may then be used to buy goods and services in the United States, thus boosting domestic 

consumption and employment. In other words, I predict that deep economic ties –including shared 

production– between Mexico and the United States are associated with lower state-level 

unemployment rates. 

To test my hypothesis, I develop the theoretical model described below. My model controls 

for three categories of variables that are plausibly related to imports and unemployment: economic 

conditions, labor market characteristics, and demographic characteristics. These categories are 

diagrammed in Figure 1 and are discussed further in the paragraphs that follow. Variables 

expressed in monetary terms are either seasonally adjusted using methods developed by the Bureau 

of Labor Statistics (BLS) or are adjusted for inflation to 2012-dollar values using the Consumer 

Price Index (CPI-U).
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Figure 1. Determinants of US state-level unemployment 
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Economic conditions 

Studies show that changes in economic growth are related to shifts in local employment levels 

(Díaz 2014; Francis & Zheng 2014; Autor et al. 2013). To control for the effect of state-level 

economic cycles on labor market outcomes, I include a variable that accounts for changes in Gross 

State Product (GSP), as estimated by the Bureau of Economic Analysis (BEA).  

          In the case of trade flows, research shows that higher exports are related to unemployment 

reductions (Hasan et al. 2012) and increases in demand for domestic labor (Mohler et al. 2018). 

Therefore, I follow the practices of Mohler et al. (2012) and Autor et al. (2013) by controlling for 

state-level exports to Mexico in order to purge my estimates of bias related changes in the demand 

for labor. 

 

Labor market characteristics 

Several state-level labor market conditions can be related to US-Mexico bilateral trade and US 

unemployment rates. For instance, Borjas et al. (1995) found that union membership is negatively 

linked to wages for college graduates relative to high school graduates, but is not closely related 

to employment in trade-impacted industries. Relatedly, Francis & Zheng (2009) suggest that the 

evidence on the relationship between unionization and employment rates is mixed. They found 

that unions can boost employment by endorsing initiatives that increase product demand, but they 

can also curb labor demand and lower productivity levels via exclusive unionism.3 I therefore 

control for union density at the state level.4  

 
3 Economic theory suggests that labor productivity increases are related to higher standards of living in the form of 
increased consumption and economic growth. As labor productivity grows, an economy produces more goods and 
services for the same amount of work. This increase in output makes it possible to consume more goods and services 
at lower prices. A rise in consumption may provide a boost to domestic employment (Besanko & Braeutigam 2013). 
4 Defined as the percentage of non-agricultural wage and salary employees (including public sector employees) who 
are union members (Hirsch & Macpherson 2002.) 
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 In addition, wages play an important role in labor supply and demand. Economic theory 

suggests that wage differentials between trade partners lead to specialization and thus have 

distributional consequences at the domestic level (Krugman 2018). Furthermore, Díaz (2014) 

argued that states with lower wages are less exposed to job losses when they compete with labor 

from Mexico. Thus, I control for average annual pay per worker in each state. 

The literature on labor demand decisions also suggests that unemployment insurance may 

provide incentives for firms to lay-off workers (Francis & Zheng 2009). Autor et al. (2013) found 

that transfers such as unemployment insurance are elastic to changes in import exposure. I 

therefore follow Francis & Zheng’s (2009) practice by controlling for the level of unemployment 

insurance, measured as the average weekly benefit paid for unemployment divided by the average 

total weekly wage in covered employment. 

Economic theory holds that individual taxes can be related to changes in unemployment 

(Díaz 2014; Matusz & Tarr 1999), although this body of theory also suggests conflicting 

conclusions. The theory of labor substitution suggests that increases in taxes may be negatively 

linked with labor supply, as higher taxes increase the price of work relative to the price of leisure 

(Besanko & Braeutigam 2013). However, the income effect on labor suggests that increases in 

individual taxation may be positively correlated with labor supply, as they create incentives for 

laborers to work more in order to offset income losses (Besanko & Braeutigam 2013). Thus, taxes 

may have a net negative or a net positive effect on employment levels, depending on the strength 

of the income and substitution effects. In order to capture these dynamics, I control for per capita 

personal current taxes at the state level.5 

 
5	I use per capita personal current taxes defined as individual taxes paid on income, including realized net capital 
gains, and on personal property, as defined by the Bureau of Economic Analysis (BEA) divided by state population. 
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Studies also show that changes in wage premia and employment levels are related to 

competition from foreign firms. Borjas et al. (1997) claimed that this was particularly relevant for 

the manufacturing sector, where Mexico’s maquiladora boom during the 1980s and 1990s 

coincided with the implementation of NAFTA.6 Others, such as Díaz (2014), used state-level 

manufacturing employment as a proxy for the capacity of economies to participate in global supply 

chains. Díaz (2014) argued that states with high shares of manufacturing employment derive gains 

from trade through cheaper inputs. I therefore control for the percentage of state-level employment 

in the manufacturing sector. 

Lastly, research shows that employment concentration in certain industries is related to 

unemployment. Francis & Zheng (2009) argued that higher shares of employment in the private 

sector were associated with increases in unemployment, since labor demand in private industries 

is more sensitive to changes in economic cycles relative to demand in the farming industry and the 

public sector. To account for the possible impact of employment concentration on labor demand, 

I follow Francis & Zheng’s (2009) example and add controls for the share of employment in the 

private and farming sectors. 

 

 

Demographic characteristics 

Several demographic factors are related to shifts in unemployment levels. Studies of the effects of 

trade on labor market outcomes show that increases in state population size are associated with 

 
6 A “maquiladora” or “maquila” is a factory that operates under a preferential tariff program where its inputs and 
production equipment are allowed to enter Mexico duty-free (Cooney 2001). The final products can then be exported 
into the United States without having to pay Mexican duties. Starting in 1961, the Maquiladora Program allowed 
factories to be foreign-owned in order to increase foreign investment and stimulate Mexico’s internal market. During 
the 1980s and 1990s, the maquiladora model experienced significant growth and became one of Mexico’s largest 
sources of foreign revenue (Cooney 2001). 
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significant decreases in unemployment rates (Díaz 2014; Francis & Zheng 2009). I therefore 

control for state population size. 

In addition, the literature on regional adjustment to labor market shocks suggests that, 

relative to less-educated workers, the wage premiums and employment status of college-educated 

workers are less vulnerable to demand and technology shifts (Wilson 2017; McLaren & Hakobyan 

2016). For example, McLaren & Hakobyan (2016) found that non-college graduates in industries 

exposed to NAFTA tariff reductions experienced significant wage reductions relative to college-

educated workers. In contrast, Caliendo and Parro (2012) and De la Cruz and Riker (2014) 

concluded that tariff reductions on Mexican imports were associated with slightly higher wages 

for both high-skilled and low-skilled workers in the United States. I use the share of the population 

with a high school degree and the proportion of the population with a college degree or more as 

proxies for human capital accumulation.  

Finally, recent contributions by Autor et al. (2013) suggest that the share of women in the 

labor force is negatively related to import exposure. Moreover, Borjas et al. (1997) find that the 

proportion of women in the labor force is negatively correlated with wages, which is in turn related 

to labor-leisure decisions among the working-age population. I therefore control for the share of 

women in the labor force. 
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DATA AND METHODS 
 
My database includes panel data for all 50 states and Washington, DC, from 2008 to 2018.7  In 

alignment with previous research, I measure my dependent variable as the state-level 

unemployment rate (U). Data on unemployment rates were obtained from the Bureau of Labor 

Statistics (BLS). The data for my independent variable of interest, state-level imports from Mexico 

(Imp), were drawn from the Department of Commerce’s Tradestat database. 

I control for economic, labor market, and demographic characteristics that may be 

associated with shifts in state-level unemployment rates and with Mexican import levels. Data for 

these controls were obtained from a variety of sources. Information on state-level imports (Imp) 

from the United States and exports to Mexico (Exp) was obtained from the Department of 

Commerce’s Tradestat database. Data on Gross State Product (GSP) come from the Bureau of 

Economic Analysis (BEA).  

Following previous studies, I control for union density (Union) using the Union 

Membership and Coverage Database developed by Hirsch and Macpherson (2002).8 Data on the 

average annual pay per worker (Wage) and unemployment insurance (UI), calculated as the 

average weekly benefit paid for unemployment divided by the average total weekly wage in 

covered employment, were taken from the Bureau of Labor Statistics (BLS). 9 Data on per capita 

personal current taxes (PCT) also come from the BLS. Data for the share of employment that is in 

 
7 I selected this time interval primarily because 2008 is the first year for which I have data for all of my control 
variables and to capture the effect of the 2008-2009 global financial crisis. My analysis is the first of its kind to include 
data from 2014 to 2018. All labor and demographic characteristics in my analysis pertain specifically to working-age 
individuals (age 16 to 64). 
8  The Union Membership and Coverage database provides information on private and public sector labor union 
membership and other estimates compiled from the monthly household Current Population Survey (CPS). This 
database receives annual updates and was jointly created by Barry Hirsch and David Macpherson of Georgia State 
and Trinity Universities, respectively. 
9	Wages are adjusted for inflation to 2012-dollar values using the CPI-U. 	
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the manufacturing sector at the state level (Manufshare) and the proportion of employment in the 

private (Priv) and farming (Farm) sectors were drawn from the BEA.  

My data on state population (Pop) size come from the BEA. Data on the proportion of the 

population with a highschool degree (HSshare) and the proportion of the population with a college 

degree or more (Collegeshare) were retrieved from the US Census Bureau. My control for the 

share of women in the labor force (Womenshare) comes from the BLS.  

To analyze the relationship between changes in state-level unemployment and imports 

from Mexico, I estimate an ordinary least squares model (OLS) with controls for demographic, 

economic and labor market characteristics. I incorporate state fixed effects into my analysis in 

order to account for unobserved fixed differences between states, such as the differences between 

border states and non-border states, and relatively permanent economic and cultural differences 

that may be related to my dependent and key independent variables. Similarly, I include time fixed 

effects to control for factors that are constant across entities but evolve over time, such as changes 

in national economic conditions and in federal labor and trade policies. The inclusion of state and 

time fixed effects substantially reduces the extent of bias in my estimates of interest. 

I therefore estimate the following regression model, with the state-year as the unit of 

analysis: Unemployment= f (Economic Conditions, Labor Market Characteristics, Demographics, e) 

! =	$! + $"	&'($% + $&		)*($% +	$'	+,-$% +	$(	!./0.$% + $)	1234 + $*!&$%	 
$+	-56$% +	$,	72.89:ℎ2<4$% + $-	-</=$% + $"!	>2<'$% + $""	-0($% +	$"&	?,:ℎ2<4$%

+	$"'	50@@434:ℎ2<4$% + $"(	10'4.:ℎ2<4$%	+	α$ +	σ. +	4$% 
 

where i and t are state and year indices, respectively; !!" is an independent error term; 	##	is my 

key coefficient of interest; and α! 	and	σ% represent state and time fixed effects, respectively.  The 

definitions and data sources for all variables included in my regression are provided in Table 1 

below. 
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Table 1. Variable definitions and data sources  
Category Definition  Source  

Dependent 
Variable 

Unemployment rate - A continuous variable measuring the state-

level unemployment rate. 

BLS 

Key 
Independent 

Variable 

State-level imports - A continuous variable measuring state-level 

imports from Mexico. 

Tradestat 

Database  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Economic 
conditions 

State-level exports - A continuous variable measuring total US 
exports to Mexico.  

Tradestat 
Database 

Gross State Product - A continuous variable measuring the Gross 
State Product, expressed in constant 2012 dollars. GSP is measured 

in absolute terms. 

BEA 

 
 

 
 

 
 

 
 

Labor market 
characteristics 

Union density - A continuous variable measuring the percentage of 
non-agricultural wage and salary employees (including public 

sector employees) who are union members. 

Union 
Membership 

and Coverage 
Database 

Wages by state - A continuous variable measuring the average 
annual pay per worker. 

BLS 

Unemployment insurance - A continuous variable measuring the 
average weekly benefit paid for unemployment, divided by the 

average total weekly wage in covered employment. 

BLS 

Per capita personal current taxes - A continuous variable 
measuring taxes paid by persons on income, including realized net 

capital gains, and on personal property, divided by state population  

BEA 

Share of manufacturing employment - A continuous variable 

measuring the share of employment in the manufacturing sector at 
the state level. This variable was created by dividing the number of 

employed workers in the manufacturing sector by the civilian labor 
force from each state.  

BLS 

Share of employment in the private sector - A continuous variable 
measuring the share of employment in the private nonfarming 

sector. This variable was created by dividing the number of 
employed workers in the private nonfarming sector by the number 

of jobs in a state.  

BEA 

Share of employment in the farming sector - A continuous variable 
measuring the share of employment in the farming sector. This 

variable was created by dividing the number of employed workers 
in the farming sector by the number of jobs in a state. 

BEA 
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Table 1 Continued. Variable definitions and data sources 

 
 

 
 

Demographic 
characteristics 

State Population - A continuous variable that measures the state’s 
population size. 

BEA 

Population with a high school diploma - A continuous variable 
measuring the share of a state’s population that has a high school 

diploma. 

US Census 
Bureau 

Population with a college education - A continuous variable 

measuring the share of a state’s population that has a college degree 
or higher. 

US Census 

Bureau 

Share of women in the labor force – A continuous variable that 
reflects the share of a state’s workers who are female. 

BLS 
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DESCRIPTIVE STATISTICS 
 

Table 2 provides descriptive statistics for my dependent, key independent, and control variables. 

All my estimates are weighted based on states’ average population size over my period of analysis. 

My analytic sample covers 561 state-year observations from 2008 to 2018.10 The average state-

level unemployment rate in my sample was 6.2%. However, unemployment rates varied widely 

among states and over time, with years closer to the 2008-2009 global financial crisis having higher 

unemployment rates (see Figure 1 in the appendix). The highest unemployment rate observed in 

the sample was in Michigan in 2009 (13.6%) and the lowest was in Hawaii in 2017 (2%). 

In terms of my key independent variable, the average value of Mexican imports among the 

state-years in my sample was about $5.2 billion. The state-years with the highest volume of imports 

from Mexico over the period of analysis were Texas ($99 billion in 2018), Michigan ($51 billion 

in 2018), and California ($46 billion in 2017), while the state-years with the fewest imports from 

Mexico were Alaska ($.7 billion in 2009), Wyoming ($.9 billion in 2008), and Washington, DC 

($.3 billion in 2015).  

Notably, states with the greatest imports from Mexico also tend to have the largest exports 

to Mexico (for more information, see Figure 2 in the appendix, which shows a correlation matrix 

for the 561 state-year observations in my sample). Trade flows and Gross State Product (GSP) 

mirror economic cycles, increasing after 2008 and reaching their maximum in 2018 (see Figure 3 

in the appendix). 

The state-year with the largest manufacturing share of employment observed in the sample 

was Indiana in 2017 (17%), while the mean for this variable was 8%. Average annual earnings 

 
10 I performed simple interpolation for two observations that had missing values for my manufacturing employment 
control variable. Interpolated values were calculated by taking the average of the immediately adjacent years.  Aside 
from the two noted observations, there were no other missing values in the data. A total of 561 state-year observations 
are included in my analytic sample. 
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were $47,766. The District of Columbia had the highest average annual earnings with $95,266 in 

2018. The state-years with the lowest and highest shares of union density were North Carolina 

(1.9% in 2014) and New York (24% in 2017), respectively. Finally, the observation with the lowest 

share of farming employment was Washington, DC (0% in 2008) and the state-year with the 

highest share of farming employment was Idaho (27% in 2017). 
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    Table 2. Descriptive statistics for dependent, key independent, and control variables 
 Variable       Mean    Std. Dev.  Min  Max 
Dependent variable 

 Unemployment rate (%) 

Key independent variable 

561  

6.21 

 

2.2 

 

2.43 

 

13.6 

 Imports from Mexico 

($ millions, 2012 dollars) 
 

Economic conditions 

561 5,196 1,3614.4 3.6 99,868.2 

 Exports to Mexico 

($ millions, 2012 dollars) 
 

561 3,913.3 12420.7 1 100,619.9 

 Gross State Product 

($ millions, 2012 dollars) 
 

Labor market characteristics 

561 325,529.3 407,606.5 26,999.5 2,708,967 

 % of union members 561 10.5 5.3 1.6 25.2 

 Wages by state 

(2012 dollars) 
 

561 47,344.886 8,359.867 34,816.184 87,104.336 

 Unemployment Insurance 

(2012 dollars) 
561 202.9 164 18.3 912.9 

 Personal Capita Taxes 

(2012 dollars) 
561 4,971.7 1,832.9 2,103.9 11,910.7 

 % Of employment in 

manufacturing 

561 8.3 3.3 .4 19.8 

 % Of employment in private 

sector 

561 80.9 4.2 64.1 87.6 

 % Of employment in farming 

sector 

 

Demographic characteristics 

561 6 5 0 2.8 

 State population 

(millions) 
561 6.195 6.971 .546 39.462 

 % Population with high school 561 23.5 3.4 13.8 36 

 % Population with college or 

more 

561 22 5.4 11.2 49.4 

 % Of Women in the labor force 

  

 N=561 

561 47.5 2.8 42.4 51 
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REGRESSION RESULTS 
 

Tables 3 and 4 show my regression results. Robust standard errors are reported for all 

coefficients.11 Table 3 presents results for four different specifications. Model (1) is a simple 

bivariate regression that estimates the relationship between US state-level unemployment rates and 

imports from Mexico. To reduce the extent of bias in my estimates of interest, Model (2) adds 

controls for economic conditions (exports to Mexico, Gross State Product), labor market 

characteristics (union density, average annual wages, unemployment insurance, per capita personal 

taxes, the share of employment in manufacturing, the share of employment in the private sector, 

and the share of employment in farming), and demographic characteristics (state population size, 

population with a high school diploma, population with a college degree or more, and the share of 

women in the labor force). Model (3) adds state fixed effects to account for unobserved fixed 

differences between states and Model (4) adds year fixed effects to account for unobserved 

characteristics that change over time but are common to all states in the sample.  

Contrary to my original hypothesis, the results of Models (1) and (2) suggest that the 

relationship between US state-level unemployment rates and imports from Mexico is positive and 

statistically significant. To be specific, the results for Model (1) suggest that a one percent increase 

in imports from Mexico is associated with an increase of about .002 in a state’s unemployment 

rate. The addition of controls in Model (2) produces a slight increase in the magnitude of the 

coefficient on my key independent variable and its level of significance. The inclusion of state 

fixed effects in Model (3) causes the magnitude of the coefficient to decrease relative to Model (2) 

and to be no longer significant at conventional levels. In Model (4), where I add year fixed effects, 

 
11 I weight my regressions using states’ average state population size over the period of analysis. The results of 
unweighted specifications yield similar results (see Table 5 in the appendix).   
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the coefficient of interest flips signs, meaning that imports from Mexico are correlated with 

decreases in a states’ unemployment rate, but the coefficient remains insignificant at conventional 

levels. 

 

Table 3. Main regression results 
      (1)   (2)   (3)   (4) 

Unemployment rate       Bivariate    Multivariate    State FE    State & Year 

FE 

Log (Imports from 
Mexico) 

.178* .446*** .159 -.137 

   (.098) (.088) (.223) (.146) 

Log(Exports to Mexico)  -.393*** .783*** .137 

    (.115) (.261) (.203) 

Log(GSP)  .232 -3.356 -2.839 

    (.209) (3.177) (2.097) 

Union Density  .044** -.087** -.017 

    (.019) (.039) (.03) 

Wages  0 0** 0 

    (0) (0) (0) 

Unemployment Insurance 

(UI) 

 .009*** .007*** .006*** 

    (.001) (.001) (.001) 

Per Capita Taxes  0*** 0 0 

    (0) (0) (0) 

Manufacturing 

Employment 

 -9.072*** -88.985*** -62.181*** 

    (2.75) (12.93) (12.524) 

Private Employment  -6.532** -67.719*** -32.273* 

    (2.807) (21.74) (17.027) 

Farm Employment  -12.599 45.956 19.809 

    (16.228) (82.986) (55.472) 

State population  .015 .058 -.169 

    (.018) (.188) (.195) 

HS Educated Population  -.042 -.115** -.083*** 

    (.03) (.045) (.03) 

College Educated 

Population 

 -.103*** -.109** -.022 

    (.035) (.051) (.036) 

Women in Labor Force  15.738* 10.442*** 6.52** 

    (8.418) (3.035) (3.152) 

 Constant 5.209*** 4.137 117.974*** 74.186*** 

   (.73) (4.556) (32.888) (23.864) 

 Observations 561 561 561 561 

 R-squared .017 .758 .927 .957 

State Fixed Effects No No Yes Yes 

Year Fixed Effects No  No  No  Yes 

Robust standard errors are in parentheses 
*** p<.01, ** p<.05, * p<.1 
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In Table 4, I build upon Model (4) to test whether the relationship between unemployment 

rates and imports from Mexico differs according to states’ labor and demographic characteristics. 

For each subgroup analysis, I dichotomize the relevant moderating variable using the within-

sample median and interact the dummied version of the control with my key independent variable.  

Model (5) assesses whether the relationship between Mexican imports and unemployment 

rates differs according to the share of employment in the manufacturing sector. Model (6) estimates 

differences in my relationship of interest according to the share of women in the labor force. Model 

(7) explores whether the relationship between imports from Mexico and US unemployment varies 

according to the share of the population with a high school degree. Model (8) estimates whether 

the relationship of interest differs according to the share of employment in the private (non-

farming) sector. Model (9) estimates the difference in my relationship of interest between states 

with high versus low levels of unemployment insurance (UI). Model (10) estimates the difference 

in this relationship between states with high versus low levels of union density. And finally, Model 

(11) estimates the difference in the relationship of interest between states with high versus low 

shares of employment in the farming sector. 

The results from Models (5) through (9) provide little evidence of variation in my 

relationship of interest. In other words, these specifications fail to provide substantial evidence 

that the relationship between imports from Mexico and state unemployment rates varies according 

to these characteristics. However, Model (10) does show that there is a statistically significant 

difference in the association between imports and unemployment rates for states with high versus 

low levels of union density. Specifically, imports are associated with a .002 decrease in the 

unemployment rate among states with low union density levels and little if any change among 

states with high union density. In other words, the relationship between unemployment and imports 
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is statistically significant for states with low union density, but not for states with higher union 

density (as reflected in the results of the F-Test shown at the bottom of Table 2). 

Similarly, Model (11) shows that there is a statistically significant difference in the 

association between imports and unemployment for states with high versus low shares of 

employment in the farming sector. Specifically, imports are associated with a .002 decrease in the 

unemployment rate among states with low shares of employment in farming and a larger 0.035  

(-.288 -3.249) decrease among states with higher shares of employment in farming. That is, the 

relationship between imports and unemployment is stronger among states with higher shares of 

employment in the farming sector. The relationship between imports and unemployment is 

statistically significant for states with low levels of farming employment, but not for states with 

higher levels of farming employment (as reflected in the results of the F-Test shown at the bottom 

of Table 2). 

My analyses provide modest evidence that the relationship between imports from Mexico 

and unemployment rates is negative, although my estimates are small in magnitude and 

imprecisely estimated. This result is not surprising given the highly complex nature of US-Mexico 

trade and supply chains. My findings, nevertheless, suggest that there is a statistically significant 

and negative relationship between unemployment and imports from Mexico for US states with 

lower-than-average shares of farming employment and union density levels. The following section 

offers conclusions, lists the study’s limitations, and discusses policy implications for US labor 

markets in the post-NAFTA era.
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Table 4. Sub-group regression results (with state and year FE) 
      (5)   (6)   (7)   (8)   (9)   (10)   (11) 

 
Unemployment    

High  
Manufacturing 

High 
Women 

High 
HS 

High 
Private 

High 
UI 

   High Union    High Farm 

Log(Imports from Mx) -.046 -.163 -.065 -.111 -.165 -.233* -.288** 
   (.151) (.152) (.159) (.157) (.125) (.13) (.135) 
High Manuf 1.367**       
   
Imports*High Manuf 

(.642)       
-.164**       

   (.079)       
High Women Share  -.557      
    (.432)      
Imports*High Women  .053      
   (.052)      
High HS    .519     
     (.639)     
Imports* High HS   -.097     
     (.088)     
High Private     .552    
      (.599)    
Imports* High Private    -.055    
      (.068)    
High UI     -.588   
       (.49)   
Imports* High UI     .136**   
     (.058)   
 High Union      -1.627  
        (1.006)  
 Imports*High Union      .231*  
        (.132)  
 High Farm       -3.249** 
         (1.339) 
Imports*High Farm       .421** 
         (.191) 
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Table 4 Continued. Sub-group regression results (with state and year FE) 
      (5)   (6)   (7)   (8)   (9)   (10)   (11) 

 
Unemployment    

High  
Manufacturing 

High 
Women 

High 
HS 

High 
Private 

High 
UI 

   High 
Union 

   High Farm 

Log(Exports to Mx) .139 .147 .122 .132 .155 .162 .187 
   (.197) (.2) (.207) (.201) (.183) (.2) (.196) 
Log(GSP) -3.045 -3.122 -3.123 -2.842 -3.443* -2.728 -3.024 
   (2.162) (2.03) (2.029) (2.088) (1.801) (2.067) (2.024) 
Union Density -.024 -.015 -.012 -.022 -.047 -.023 -.014 
   (.03) (.029) (.032) (.031) (.03) (.035) (.03) 
Wages 0 0 0 0 0 0 0 
   (0) (0) (0) (0) (0) (0) (0) 
UI .006*** .006*** .006*** .006*** .006*** .006*** .006*** 
   (.001) (.001) (.001) (.001) (.001) (.001) (.001) 
Per Capita Taxes 0 0 0 0 0 0 0 
   (0) (0) (0) (0) (0) (0) (0) 
Manufacturing Employment -63.228*** -64.297*** -61.839*** -61.937*** -55.679*** -61.547*** -59.396*** 
 (12.56) (12.535) (12.884) (12.581) (12.628) (12.503) (12.311) 
Private Employment -28.988 -30.829* -34.152** -33.861* -32.023** -33.819* -36.005** 
   (17.846) (16.867) (16.734) (18.938) (12.755) (16.928) (16.179) 
Farming Employment 12.212 18.585 18.315 19.022 47.027 14.075 27.134 
   (56.646) (55.823) (56.729) (55.093) (58.085) (54.927) (58.394) 
State population -.218 -.164 -.157 -.155 -.052 -.157 -.143 
   (.205) (.195) (.19) (.195) (.138) (.193) (.19) 
HS Educated Population -.082*** -.086*** -.068** -.08*** -.069** -.088*** -.083*** 
 (.029) (.03) (.032) (.03) (.029) (.029) (.029) 
College Educated Population -.02 -.03 -.028 -.019 -.005 -.028 -.017 
 (.036) (.035) (.037) (.035) (.034) (.037) (.036) 
Women in Labor Force 6.786** 8.287*** 6.647** 6.507** 5.649* 6.243* 5.864* 
   (3.119) (2.762) (3.108) (3.138) (3.098) (3.132) (3.181) 
Constant 73.74*** 75.979*** 77.943*** 75.166*** 75.826*** 75.29*** 81.106*** 
   (23.916) (23.281) (22.394) (24.816) (20.914) (23.495) (22.012) 
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Table 4 Continued. Sub-group regression results (with state and year FE) 

      (5)   (6)   (7)   (8)   (9)   (10)   (11) 
 
Unemployment    

High  
Manufacturing 

High 
Women 

High 
HS 

High 
Private 

High 
UI 

   High 
Union 

   High Farm 

Observations 561 561 561 561 561 561 561 
R-squared .957 .957 .957 .957 .961 .947 .948 
State Fixed Effects Yes Yes Yes Yes Yes Yes Yes 
Year Fixed Effects Yes Yes Yes Yes Yes Yes Yes 

F-statistics and p-values 1.96 .600 1.310 1.590 .050 0 .480 

Ho: imports + interaction= 0  .167 .441 .257 .212 .830 .992 .490 

Robust standard errors are in parentheses 
*** p<.01, ** p<.05, * p<.1 
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CONCLUSIONS 
 

Are imports correlated with changes in unemployment? The answer is not simple. My initial 

regression results suggest a small but positive and statistically significant association between 

these two variables. However, after I added state fixed effects to my regression, my coefficient of 

interest decreased in magnitude and, when I included year fixed effects, its sign became negative 

but was imprecisely estimated, given the width of its confidence interval (-.429 to .155). In other 

words, my fully specified and least biased regression model provides weak evidence, at best, of a 

negative relationship between Mexican imports and US unemployment rates. 

On one hand, my results are partially consistent with the strand of research put forth by 

Hanson (2011), Koopman (2010), Riker & De la Cruz (2014), Wilson (2016), and more 

importantly, Autor et al. (2013), who suggest that trade with Mexico is associated with improved 

market outcomes in the United States. At the same time, my results are only modestly suggestive 

of this conclusion, given the small magnitude and large standard errors for the imports coefficient 

in my fully specified regression. On the other hand, my estimates stand in weak contrast with the 

line of research advanced by Hinojosa et al. (2000) and Scott (2011), who instead argue that 

imports from Mexico are associated with joblessness in the United States. 

My study suffers from two limitations. The first is omitted variable bias. In their analysis 

of the effect of NAFTA on yearly unemployment growth in the United States, Francis & Zheng 

(2009) controlled for the diversity of employment opportunities, as measured in the literature by 

the Herfindahl Index, and found this variable to be significant and negatively associated with both 

trade and unemployment. This suggests that my failure to account for employment diversity may 

have resulted in upward bias on my coefficient of interest. Future researchers should include this 

variable to reduce bias in their estimates. 
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Similarly, recent work by Wilson (2016) suggests that, alongside trade, technological 

advances are linked to changes in unemployment rates and job displacement risk. The author 

argues that technological innovation is associated with wage improvements for higher-skilled 

workers relative to lower-skilled workers, which probably suggests greater labor demand for the 

former group. However, the relationship between imports and technology remains unclear (Smith 

Ramos 2021) as does the sign of the bias associated with its omission.  

The second limitation of my study is the fact that I focused on overall unemployment 

instead of unemployment in certain sectors of the US economy. Reliance on broad unemployment 

rates as my dependent variable may have resulted in small and imprecise estimates of my 

relationship of interest. Future researchers could replicate my analysis using a different dependent 

variable, for example, manufacturing employment as a share of the working-age population. Given 

that the top import categories from Mexico typically fall in the manufacturing sector, future 

research might produce more policy-relevant estimates of the relationship between imports and 

unemployment with a dependent variable of this sort. 

 

Policy implications 

NAFTA ushered in a new era of open trade in North America. More than a quarter-century after 

the agreement entered into force, much later evolving into the USMCA, empirical research has yet 

to provide decisive evidence about the sign and magnitude of the relationship between trade and 

unemployment. Adding a layer of complexity, jobs in open economies like that of the United States 

are constantly being created, lost, and reshuffled because of factors such as changes in demand 

and shifts in technology, which are all linked to unemployment among domestic workers whose 

goods and services have become uncompetitive (Krause & Mathieson 1971). 
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Alongside these developments, the debate over trade with Mexico has become polarized 

and politicized, with one side stating that trade creates jobs and the other proclaiming the opposite 

(Wood 2021). In the end, I found evidence of only a weak connection between my dependent and 

key independent variables. 

Imports and exports are tools of creative destruction. On the one hand, they favor industries 

and workers who are the most productive and innovative through higher wages and increased 

employment opportunities (Wilson 2016). On the other, they eliminate jobs in sectors that are 

outmatched by international competitors (Ortiz-Mena 2021). In the case of trade with Mexico, 

growing imports and exports have allowed for the creation of highly competitive US industries 

that feed off cost-efficient Mexican inputs (Wilson 2016). This, in turn, has also helped consumers 

gain access to cheaper products, freeing up resources that can later be used to support local jobs 

(Wilson 2016). These inputs, however, can also phase out domestic producers who are unable or 

unwilling to compete with their Mexican counterparts (Ortiz-Mena 2021). 

With USMCA’s increased local content rules and the modernization of key NAFTA 

provisions, the rapidly increasing commercial integration between Mexico and the United States 

may accelerate, with both countries potentially becoming more competitive vis-à-vis other trading 

blocks. Nevertheless, as my results show, unrestricted trade on its own does not necessarily lead 

to significant improvements in US employment levels. 

In Hanson’s words, labor markets “aren’t as flexible and self-adjusting” as the literature 

originally presumed (Applebaum 2015). Nevertheless, my study provides limited evidence to 

suggest that trade with Mexico is linked to positive employment outcomes for US workers, 

although some groups may benefit more than others (e.g., states with low levels of farming 

employment or union density).  
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As USMCA takes US-Mexico trade to a higher echelon of economic integration, 

policymakers on both sides of the Río Bravo have a unique opportunity to help spread the benefits 

associated with trade and quickly mitigate any negative effects. In this sense, the real challenge 

for the post-NAFTA era will be to use the USMCA as a vehicle to promote wide-spread job 

creation in North America. With trade, opportunities abound.  
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APPENDIX 

 

 
Source: Bureau of Labor Statistics, Labor Force Statistics from the Current Population Survey. 

 
Figure 2. United States unemployment rate 

    
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

0.0

2.0

4.0

6.0

8.0

10.0

12.0

 19
93

 19
94

 19
95

 19
96

 19
97

 19
98

 19
99

 20
00

 20
01

 20
02

 20
03

 20
04

 20
05

 20
06

 20
07

 20
08

 20
09

 20
10

 20
11

 20
12

 20
13

 20
14

 20
15

 20
16

 20
17

 20
18



 

36 
 

 
 
 

 
 
 
 

 
 

Figure 3. Correlation matrix 
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Figure 4. The relationship between trade and Gross State Product 
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Table 5. Unweighted regression results 
      (1)   (2)   (3)   (4) 

 Unemployment rate       Bivariate    Multivariate    State FE    State & Year 
FE 

 Log (Imports from 
Mexico) 

.213*** .4*** .049 -.072 

   (.044) (.069) (.156) (.125) 
 Log(Exports to Mexico)  -.077 .336** .081 
    (.071) (.134) (.141) 
 Log(GSP)  -.091 -1.237 -3.738** 
    (.144) (2.436) (1.849) 
 Union Density  -.011 -.1** -.07 
    (.013) (.043) (.048) 
 Wages  0*** 0* 0 
    (0) (0) (0) 
 Unemployment Insurance 
(UI) 

 .009*** .008*** .007*** 

    (.001) (.001) (.001) 
 Per Capita Taxes  -.001*** 0* 0 
    (0) (0) (0) 
 Manufacturing 
Employment 

 -6.161*** -66.159*** -47.748*** 

    (2.15) (10.358) (11.361) 
 Private Employment  -7.88*** -57.539*** -30.649** 
    (2.227) (16.897) (14.09) 
 Farm Employment  -21.264 -12.877 -8.591 
    (13.334) (45.044) (39.679) 
 State population  .001 -.334 -.32 
    (.015) (.253) (.218) 
 HS Educated Population  .049** -.066 -.005 
    (.021) (.043) (.037) 
 College Educated 
Population 

 -.041* -.095* -.027 

    (.022) (.055) (.042) 
 Women in Labor Force  3.988 9.694*** 7.426*** 
    (4.112) (2.157) (2.158) 
 Constant 4.746*** 6.045** 78.162*** 72.412*** 
   (.312) (2.934) (28.799) (18.087) 
 Observations 561 561 561 561 
 R-squared .038 .741 .911 .944 
 State Fixed Effects No No Yes Yes 
 Year Fixed Effects No No No  Yes 

Robust standard errors are in parentheses 
*** p<.01, ** p<.05, * p<.1 
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