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ABSTRACT 

The Great Recession had a disproportionately negative effect on the employment, wages and hours 

of immigrants. This paper analyzes whether immigrants living in Border States exhibited a higher or 

lower probability of unemployment during the recent Recession than immigrants residing elsewhere 

by examining data from the 2005-2011 Current Population Survey. On one hand, immigrants in the 

Border States should exhibit a higher probability of unemployment because of their 

overrepresentation in the workforce and their relatively low levels of educational attainment. On the 

other hand, the residing in a Border State may provide advantages and opportunities for immigrants 

to mitigate their vulnerability to unemployment during recessionary periods. Given that no literature 

specific to the Border State region exists, this paper seeks to fill that void. This study found that 

immigrants residing in Border States earn less and worked fewer hours than immigrants residing 

elsewhere. Mexican and Central American immigrants residing in Border States during the Great 

Recession were less likely to experience unemployment than immigrants and natives residing 

elsewhere.  Additionally, significant differences among the Border States exist.  The findings of this 

study underscore the need for policymakers to amend current U.S. immigration policy to make 

immigrant inflows more cyclical thereby reducing immigrant unemployment during recessionary 

periods.  
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1. INTRODUCTION AND MOTIVATION 

From 2007 to 2009, the United States experienced the longest recession since World War II 

and the deepest recession since the Great Depression. During that time period, commonly referred 

to as the Great Recession, unemployment rates skyrocketed and household incomes and wages fell.  

One group of workers particularly vulnerable to unemployment during the recent recession is the 

foreign born. Immigrants1 compose 13 percent of the population and 16 percent of the nation’s 

labor force, with immigrant labor force growth exceeding immigrant population growth.  In states 

with a large foreign born population, immigrants make up a larger share of the workforce.  For 

example, immigrants compose 29.15 percent of the population of California but 39.85 percent of the 

labor force.2   

Overrepresentation of immigrants in the labor force is one reason for immigrant 

vulnerability to economic recession as labor supply outweighs labor demand. During the Great 

Recession, overall immigrant unemployment rates 5.68 percentage points from March 2007 to 

March 2010.  Meanwhile native unemployment rose only 4.87 percentage points for the same time 

period. Immigrant incomes also took a hit during the recent recession widening the already existing 

wage gap with natives.  

In the Border States3, where immigrants compose over 30% of the labor force, immigrants 

experienced a larger jump in their unemployment rate. Foreign born unemployment rose from 4.39 

percent in early 2007 to 10.78 percent in early 2010 while native unemployment rose from 4.39 

percent to 9.77 percent for the same time period.  Wages are also lower for immigrants in Border 

                                                           
1 “Foreign born” and “immigrant” are used interchangeably in this paper.  
2  Author’s calculations are from the CPS March Supplement 2005-2011. See Appendix A for table presenting the 
immigrant labor force share in the Border States. 
3 “Border States” refers to states that share a border with Mexico including Arizona, California, New Mexico and Texas 
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States, perhaps reflecting the increased competition in the workforce given the large immigrant 

population.  

While immigrants experience above average unemployment during recession they also 

experience about average employment during times of economic growth. Immigrant labor market 

outcomes are more tightly tied to the business cycle than natives, which means that immigrants are 

more likely to be unemployed than native workers during a recession and more likely to be 

employed than natives during periods of economic growth (Orrenius and Zavodny 2011; Dustmann, 

Glitz and Vogel 2010; Chiswick, Cohen and Zach 1997).  The highly cyclical nature of immigrant 

employment and unemployment is a product of low levels of educational attainment, 

overrepresentation in cyclical industries and employer decisions to release low-skilled labor first.  

Immigrant labor outcomes vary greatly by country of origin (Orrenius and Zavodny, 2009; 

Borjas, 2000; Borjas, 1987).  Immigrants from South and East Asia and tend to fare better during 

periods of economic recession than immigrants from Latin America.   This is largely a reflection of 

disparities in educational achievement.  Immigrants from Mexico and Central America are, on 

average, less educated than natives while immigrants from South and East Asia are, on average, 

more highly educated than natives (Orrenius and Zavodny 2011).  When examining the effects of 

the recession on immigrants grouped by country or region of origination, we see that the recession 

was disproportionately harsher on Mexican and Central American immigrants.   

The amount of time an immigrant resides in the host country also factors into their 

sensitivity to the business cycle. Recent arrivals4 are more likely to be unemployed than immigrants 

who have been in the country longer.  They are also likely to earn less and work fewer hours than 

more established immigrants.  Recent arrivals are less likely to speak English and less likely to have 

established networks to facilitate a job search (Chiswick, Cohen, Zach 1997; Borjas 1994).   
                                                           
4 The term “recent arrival” refers to an immigrant that has been in the country less than five years. 
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While immigrants are more vulnerable to the business cycle, they also engage in a number of 

behaviors which help insulate them from economic shocks.  One such behavior is internal 

migration. Immigrants are more sensitive to “regional differences in economic opportunities” and 

thus are more mobile than natives when searching for employment (Borjas 2001).  While migration 

costs may deter natives from moving across state lines for a job, immigrants have already accepted 

these costs as fixed and therefore the burden of relocating is marginal (Borjas 2001).  If immigrants 

exit a state’s labor market to enter another competition for jobs in the sending state is reduced. 

Furthermore, immigrants may choose to return migrate to their country of origin if they are 

unsuccessful at finding unemployment in the United States. 

Immigrant labor market outcomes in states along the U.S.-Mexico Border are of particular 

interest because the Border States combine the perfect storm of conditions for a highly cyclical labor 

force.  Border States have a very large immigrant labor force which is heavily overrepresented in the 

low-skill sectors of construction and manufacturing.  The majority of immigrants are from Mexico 

and Central America suggesting low levels of educational attainment; over 50 percent of Mexican 

and Central American immigrants report not having a high school education. Additionally, Border 

States have more recently arrived immigrants, most likely due to border proximity.    

Immigrants residing in Border States, however, may be able to more effectively mitigate their 

vulnerability than immigrants residing elsewhere.  Migration costs may be lower in Border States for 

two reasons.  First, the large number of immigrants residing in the Border State region may increase 

chances of success for incoming immigrants by providing them with labor market knowledge and 

kin connections.  Second, if employment prospects are dim and internal migration does not present 

a better opportunity, immigrants may choose to return migrate to their home country given the 

proximity. Thus the competition for jobs among immigrants residing in Border States may not be as 

high as other regions.  
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Given that no literature exists on immigrant labor outcomes in Border States, this paper 

attempts to fill that void. The importance of understanding immigrant labor market outcomes 

cannot be understated as the future economic success of the United States depends on immigrant 

labor.  As the population of United States ages and requires more labor-intensive services, the 

demand for immigrant labor will only increase. As immigrant labor outcomes are tightly related to 

the business cycle, U.S. immigration policy should reflect that reality.  If there are significant state 

level differences, the federal government should provide additional funding to support social 

services, such as education and healthcare, in states with large immigrant populations.  
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2. LITERATURE REVIEW AND INSTITUTIONAL BACKGROUND 

 The First Great Migration to the United States took place from 1881 till 1924, during which 

25.8 million immigrants entered the country.  In 1924 Congress passed the Immigration Act limiting 

the number of immigrants from Southern and Eastern Europe and Asia and establishing a country-

of-origins quota system.  Under the national-origins quota system, visas were allocated based on the 

ethnic composition of the United States in 1920.  

The Immigration and Nationality Act Amendments of 1965 abolished the national-origins 

system and replaced it with a system of preferences based on familial ties and needed skill sets.  The 

Amendments ushered in a new era of immigration, no longer dominated by Europeans but instead 

by Hispanics and South and East Asians (Borjas, 1994). Current U.S. immigration policy strategy has 

not changed much since the 1965 Amendments and the current visa allocation strategy emphasizes 

family unification over employment-based immigration.  Eighty five percent of visas allocated 

annually are for family unification and only fifteen percent are allocated for workers (Orrenius and 

Zavodny, 2010).  

 
2.1. Immigrant Labor Supply during the Great Recession 

The overrepresentation of immigrants in the labor force is largely attributable to the fact that 

immigrants are more likely to be of working age and less likely to be enrolled in school (Orrenius 

and Zavodny, 2009).  The supply of immigrant labor is not evenly distributed across the fifty states. 

Immigrants cluster in states or cities that offer the best economic opportunities (Borjas 2001).  

 When labor supplied exceeds labor demanded unemployment results.  This is the story of 

the recent recession where the drop in labor demand affected some industries, i.e. construction and 
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manufacturing, greater than others like the service sector. Immigrant overrepresentation also 

increases competition in the labor market resulting in depressed wages for the foreign born.  

2.2. Immigrant Performance in the Host Economy 

 

  Immigrants are more sensitive to business cycle fluctuations than native born workers, 

meaning that during times of economic growth immigrants will exhibit a higher probability of 

employment than natives and during periods of economic recession immigrants will demonstrate a 

higher probability of unemployment than natives (Orrenius and Zavodny, 2009 and 2011; 

Dustmann, Glitz and Vogel 2010; Bratsberg, Barth and Raaum, 2006).   

Examining quarterly data from 1994-2008, Orrenius and Zavodny (2009) found that  

immigrant unemployment rates jumped higher than native rates during periods of recession and fell 

below that of natives during periods of growth.  The differences between native and immigrant 

sensitivities to the business cycle are a product of differences in educational attainment. The 

increased likelihood of unemployment, however, is partially offset by the migratory behaviors of 

immigrants.   

 Why do immigrants outperform natives during periods of economic growth and 

underperform during periods of economic recession?  Immigrants are a self-selected group of highly 

motivated individuals who are willing to work longer hours and for less money than natives 

(Chiswick 1978).  Additionally, immigrants are often ineligible for social safety net program available 

to natives and therefore are more motivated to shorten their spells of unemployment.   

 Immigrant underperformance during periods of economic recession is largely a product of 

low levels of educational attainment. Immigrants, especially those from Latin American, are less 

likely to have achieved higher levels of education than natives and therefore must accept low-skill 

positions which are more susceptible to lay-offs during times of recession.  Immigrants with high 
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levels of educational attainment may find that their degrees and skill sets are not perfectly 

transferable to the home country (Chiswick 1978; Chiswick, Cohen and Zach 1997).  Therefore we 

can say that immigrants and natives are not perfect substitutes in the labor force.  

Borjas, Grogger and Hanson (2008), however, found that immigrants and natives of the 

same skill group are perfect substitutes for each other.  In light of this theory, immigrant 

overrepresentation may be the driving force behind the high levels of unemployment experienced 

during the recent recession.  

 
2.3.  Immigrant Unemployment during the Great Recession 

The Great Recession illustrates the cyclical nature of immigrant unemployment.  The 

unemployment rate among immigrants rose from a low of 3.88 percent in March 2007 to 9.56 

percent in March 2010, an increase of 5.68 percentage points.  In contrast, the native unemployment 

rate increased only 4.87 percentage points during the same time period, from 4.30 percent to 9.17 

percent.   

The national figures presented above belie the fact that immigrants in certain areas of the 

country experienced similar but more severe outcomes during the Great Recession.  In the Border 

States, immigrant unemployment was on par with native unemployment in the beginning on 2007, 

but with the beginning of the recession immigrant unemployment rose faster and higher than native 

unemployment. Even in the other major immigrant receiving states5, increases in the unemployment 

rate were not as drastic as in Border States which may reflect the differing nativity and industrial 

compositions of these states (See Appendix B for a comparison of unemployment rates between the 

nation, the Border States and the other immigrant receiving states). 

                                                           
5 The other main immigrant receiving states are Florida, Illinois, New Jersey and New York 
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Immigrants are more likely to lose their jobs during a recession for various reasons such as 

their relatively low levels of educational attainment, employer decisions to invest less in low-skill 

labor and their overrepresentation in cyclical sectors. Certain immigrant populations are more 

sensitive than others. Latin American labor outcomes are more tightly linked to the business cycle 

than other immigrant groups. Recently arrived immigrants are also more vulnerable to spells of 

unemployment during a recession as they have less knowledge about the labor market and less 

proficiency in English (Orrenius and Zavodny, 2009).   

2.3.1. Immigrant Educational Attainment 

Immigrants tend to be less educated and less skilled than native workers and therefore are 

more vulnerable to losing their jobs during an economic downturn. It is well established that 

education is positively associated with employment and negatively associated with unemployment; 

however the strength of that relationship varies greatly by level of which varies greatly by country of 

origin education (Orrenius and Zavodny, 2009 and 2011; Chiswick, Cohen and Zach, 1997).  Table 

2.1 illustrates the education distribution of immigrants and natives in the United States, Border 

States and other immigrant receiving states.  

Table 2.1. Educational Attainment of Foreign Born Population 

 United States Border States Other Immigrant Receiving 
States 

 Foreign 
Born 

Native Foreign 
Born 

Native Foreign 
Born  

Native 

No High School Degree  29.53% 8.65% 38.99% 9.44% 20.58% 7.75% 

High School Degree 25.61% 29.58% 22.86% 26.10% 29.93% 28.20% 

Some College 17.28% 31.24% 16.08% 34.39% 19.13% 30.18% 

Bachelor’s Degree 16.84% 20.47% 14.66% 20.65% 19.63% 21.86% 

Advanced Degree 10.74% 10.07% 7.40% 9.42% 10.73% 12.01% 
Source: Data from CPS March Supplement 2005-2011; weighted 
Border States are: Arizona, California, New Mexico, and Texas 
Other Immigrant Receiving States are: Florida, Illinois, New Jersey, and New York 
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Native worker education levels are concentrated at the middle and high end of the education 

distribution, while immigrants tend to cluster around the extreme low and high ends. Differences in 

educational attainment between natives and immigrants largely explain the differences in 

unemployment rates but differences in education are not felt equally across the education spectrum.   

The greatest disparities in labor market outcomes between immigrants and natives with a similar 

education levels occur at the tail ends of the education distribution (See Appendix C for 

unemployment rates by education group).  

At the low end of the education spectrum immigrants outperform natives, but at the upper 

end natives outperform immigrants.  Immigrant outperformance at the low end of the distribution 

may be due native reticence towards unsavory jobs and high expectations of job benefits. Native 

outperformance at the upper end may be reflective of superior English skills and the imperfect 

transfer or non-recognition of foreign academic credentials.  

The education level of immigrants in the Border States is significantly lower than that of 

immigrants in other main immigrant receiving states and the nation.  As illustrated by Table 2.1, the 

majority, 39%, of immigrants in the Border States do not have a high school education and only 

14.7% have a college degree.  This fact is especially stark when contrasted with the other main 

immigrant receiving states where 20.58% of the foreign born population has less than a high school 

degree and almost 20% has a college degree.  

There are great differences in educational attainment between different immigrant groups. 

Immigrants from Asian countries exhibit higher levels of education than Latin American and 

Western6 immigrants.  Over 21 percent of immigrants from South and East Asia hold an advanced 

degree compared with only 1.6 percent of Latin American immigrants and 10 percent of Western 

                                                           
6 The term “Western” refers to immigrants from Europe and Canada. 
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immigrants.  Table 2.2 illustrates the differences between the educational attainment of Asian, 

Western and Latin American immigrants.  

 

Table 2.2. Educational Attainment of Immigrants by Nativity 

  South and East Asia West Latin America 

No High School 
Degree 

8.66% 6.17% 48.45% 

High School Degree 20.37% 22.73% 27.79% 

Some College 18.48% 25.21% 13.53% 

Bachelor’s Degree 30.85% 25.62% 7.30% 

Advanced Degree 21.64% 20.27% 2.93% 

Source: Data from CPS March Supplement 2005-2011; weighted 

 

 Among Latin American immigrants those from Mexico and Central America exhibit the 

lowest levels of educational attainment among foreign born workers. Table 2.3 shows that over 55% 

of Mexican immigrants have not completed high school while only 4.5% have a college education.  

Central American immigrants demonstrate the same educational pattern; South American 

immigrants, however, are clustered around the middle of the educational spectrum, a fact reflected 

in their relatively stables unemployment rate during the Great Recession. 

Table 2.3. Educational Attainment by Latin American Nativity 
 

 Mexico Central America South America 

No High School 
Degree  

55.37% 54.62% 14.12% 

High School Degree 27.75% 26.79% 31.07% 

Some College 11.01% 11.83% 24.35% 

Bachelor’s Degree 4.55% 5.11% 20.21% 

Advanced Degree 1.31% 1.65% 10.26% 
 Source: Data from CPS March Supplement 2005-2011; weighted 
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Differences in education explain differences in immigrant outcomes (Orrenius and Zavodny 

2010, Borjas 2000, LaLonde and Topel 1992; Borjas 1987).  Latin American immigrants experience 

the most cyclicality in labor market outcomes while immigrants from South and East Asia tend to 

fare better (Orrenius and Zavodny 2010).  The advantages of higher levels of education are visible 

when comparing unemployment rates of different immigrant groups.  Figure 2.1 shows that Asian 

and Western immigrants fared better during the Great Recession while Latin Americans fared the 

worst.   

 

Figure 2.1. Immigrant Unemployment Rates by Nativity, 
civilian, non-institutionalized population ages 16-64 

Source: Data from CPS March Supplement 2005-2011; weighted 

 
2.3.2. Employer Considerations 

Immigrants are less likely to have completed high school or college and thus are more likely 

to work in low-skill jobs.  Additionally, skill sets acquired in a home country are not perfectly 

transferable to a host country and so some immigrants may find themselves in lower skilled 

positions after migrating than before (Chiswick, Cohen and Zach, 1997).  Employers tend to invest 

less in low-skilled workers and have little incentive to keep them when the time comes to reduce 
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staff (Chiswick, Cohen, and Zach, 1997).   Because they have less information about the credentials 

and reliability of new immigrant applicants, employers are reluctant to invest in firm-specific training 

of foreign born workers(Chiswick, Cohen, and Zach, 1997).   

During economic downturns, employers hire higher skilled laborers for lower skilled 

positions and those looking for work encounter lower quality jobs than normal. Thus lower skilled 

workers tend to be replaced by higher skilled workers as workers move down the skill chain in times 

of recession (Deveraux, 2004).   

2.3.3. Immigrant Overrepresentation In Cyclical Industries 

  Immigrants are overrepresented in industries that depend on favorable macroeconomic 

conditions for growth, such as construction and manufacturing.  These industries are more likely to 

experience a pinch during a recession and subsequently release workers.  Low-skill industries also 

tend to employ more immigrants than natives given the relatively low levels of immigrant 

educational attainment. Native born workers are more likely to work in service sector jobs which 

remain largely untouched during tough economic times (Orrenius and Zavodny, 2009). 

Overrepresentation in these sectors generates disproportionate job losses during periods of 

recession as employers look to release low-skill workers, i.e. immigrants. 

2.3.4. Length Of Stay 

The amount of time an immigrant has spent in the host country also factors into his or her 

sensitivity to the business cycle.  Immigrants that have recently arrived are the most sensitive to the 

business cycle, displaying lower employment ratios and higher unemployment rates than those who 

had been in the United States for a longer time period (Orrenius and Zavodny, 2009; Chiswick, 

Cohen, and Zach, 1997).  In addition to gaining labor market knowledge, additional time may 

increase an immigrant’s English skills, an important skill for moving up the value chain in 
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occupations (Chiswick, Cohen, and Zach, 1997).  Chiswick et al. (1997) found that the differences in 

unemployment rates decline sharply with duration and disappears entirely after the first three years 

of residence.  

 Chiswick et al. also found that the annual earnings of immigrants “catch up” to the earnings 

of natives within two decades of residence.  It is important to note that Chiswick’s work is based on 

data collected in 1979, 1983, 1986 and 1988, a period of time without a recession on par with the 

Great Recession.  The relative mildness and brevity of the recessions experienced from 1979-1988 

may explain Chiswick’s rather optimistic predictions of immigrant assimilation into the U.S. 

workforce.  

2.4. Mitigating Behaviors 

Immigrant sensitivity to business cycles is partially mitigated by immigrant mobility.  

Immigrants are more likely than natives to move across state and country lines in search of work 

(Borjas 2001).  They are also more likely to change industries and occupations in response to 

exogenous employment shocks (Borjas 2001).  Immigrant willingness to move jobs or locations may 

dramatically shorten their spells of unemployment.  

Also, immigrants may return migrate during recessions, reducing the competition for jobs 

and improving the employment rate of remaining immigrants (Orrenius and Zavodny, 2011; Van 

Hook and Zhang, 2011; Borjas and Bratsberg, 1994).  The income maximization model suggests that 

the decision to migrate is results from a comparison of potential wages in the host country and 

wages in the home country net the costs of migration (Borjas 1994).  Migration costs include 

transportation, foregone wages, and the emotional and mental toll of leaving families, friends and 

communities behind. The decision to return migrate is often based on the same economic 

calculation except that potential wages in the home country are known with greater certainty 



14 

 

suggesting that less economically successful immigrants are more likely to return home (Van Hook 

and Zhang, 2011).  

  Immigrants who have recently entered the country are the most likely to return migrate.  

This may be because they have the latest information on income potential in their home country and 

therefore feel that return migration entails less risk from the income maximization angle.   

Little consensus has been reached as to whether immigrants, specifically Mexican and 

Hispanic immigrants, return migrated at a greater rate during the Great Recession.  Using Mexican 

data, Rendall, Brownell and Kups (2011) found that total return migration actually declined in 2007-

2009 period.  In contrast, Camarota and Jesenius (2009) found, using CPS data, a decline in the 

number of illegal immigrants entering the country during the same time period as well as an increase 

in those returning home, suggesting that the recession influenced migratory decisions. Further 

evidence points to an “immigration pause” where the numbers of immigrants in the U.S. neither 

increased nor decreased. A pause may indicate that economic conditions in home countries were no 

better off than the United States (Papademetriou, Sumption and Terrazas, 2010).  

2.5. Immigrant Sensitivity to the Business Cycle in Border States 

Existing research on immigrant labor sensitivity has not focused specifically on certain 

regions of the country, such as the Border States, that are known to contain high proportions of 

low-skill immigrants.  What makes the Border States a unique unit of study? The majority of 

immigrants residing in Border States are negatively selected, meaning they have below average 

earnings in both home and host country.  They are overwhelmingly Latin American, indicating a 

lower aggregate level of education and transferable skills.  Previous research demonstrated that 

Mexican immigrants are negatively selected in terms of human capital (Borjas, 1996; Massey, 1987).  

While Latin American immigrants make up a large proportion of immigrants nationally, they 

represent an even larger share of the population in the Border States (See Appendix D for a 
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comparison of nativity compositions). Thus we expect immigrants in the Border States to experience 

higher levels of unemployment than the national average.  The immigrant population of the Border 

States, however, may have advantages over immigrants residing elsewhere, namely lower migration 

costs and more extensive social networks.  

2.6. The Great Recession in the Border States 

The Great Recession was not felt equally among the Border States.  California experienced 

the greatest job losses in the entire nation while Texas boasted job growth (Camarota and Webster, 

2011).  Arizona experienced higher unemployment and job loss than the national averages, 

reflecting the recession’s toll on the state’s once-booming construction, manufacturing and mining 

industries7.  New Mexico, while experiencing job loss in the volatile industries of construction and 

manufacturing, maintained an unemployment rate well below the national average8.   

2.6.1.    Educational Attainment of Immigrants in Border States 

 The increased probability of unemployment for the foreign born in the Border States is a 

reflection of the low levels of education achieved by the immigrant population as shown in Table 2.4 

below. Immigrants in the Border States are, on average, less educated than immigrants in all other 

states. Almost 40% of immigrants residing in Border States do not have a high school education 

compared to only 21% in the other high immigrant receiving states and 30% in the nation as a 

whole. This is most likely a reflection of the overwhelming proportion of Latin American 

immigrants residing in the Border States which tend to have much lower levels of educational 

attainment than other immigrant groups. 

 

                                                           
7 “Economic Overview and Outlook: Arizona” United States Congress, Joint Economic Committee, March 2012. 
8 “Economic Overview and Outlook: New Mexico” United States Congress, Joint Economic Committee, March 2012. 
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Table 2.4. Education Attainment of Immigrant Population: Comparison 

 Border States Other Immigrant 
States 

United States 

No High School Degree 38.99% 20.58% 29.53% 

High School Degree 22.86% 29.93% 25.61% 

Some College 16.08% 19.13% 17.28% 

Bachelor’s Degree 14.66% 19.63% 16.84% 

Advanced Degree 7.40% 10.73% 10.74% 
Source: Data from CPS March Supplement 2005-2011; weighted 
Border States are: Arizona, California, New Mexico, and Texas 
Other Immigrant Receiving States are: Florida, Illinois, New Jersey, and New York 

  
 

 
2.6.2.   Dominant Industries in the Border States 

 
Immigrants tend to be overrepresented in volatile industries such as construction and 

manufacturing and are therefore more vulnerable to unemployment during recession.  The 

distribution of industry in the Border States mirrors the national distribution as shown in Table 5.2; 

however there are significant state by state differences. While services are the dominant category of 

industry in every state, it is not generally categorized as a volatile industry. Amongst the volatile 

industries of construction and manufacturing, Arizona has the largest share of construction work 

while California has the largest share of manufacturing.  

Table 2.5 below relays the breakdown of each industrial category in the Border States 

compared to the industrial composition of the other major immigrant receiving states. One 

especially stark contrast is the relative lack of agricultural jobs in the “other” states compared to the 

Border States. 

 

 



17 

 

 

 

 

Table 2.5. Comparison of the Industrial Composition of Border States by State  
and the Other Immigrant Receiving States 

 Border States 
Other Immigrant 
Receiving States 

 Arizona California New Mexico Texas  

Agriculture 1.11% 2.26% 4.17% 3.21% 0.60% 

Construction 10.44% 8.01% 9.51% 9.21% 7.41% 

Manufacturing 8.62% 10.89% 6.10% 9.61% 8.65% 

Service 74.81% 74.65% 72.96% 73.56% 78.88% 

Other 5.01% 4.18% 7.26% 4.41% 4.45% 

Source: Data from CPS March Supplement 2005-2011; weighted 
Other Immigrant Receiving States are: Florida, Illinois, New Jersey, and New York 

 

2.6.3. Mitigating Behaviors in the Border States 

Migratory behaviors undertaken by immigrants may occur with greater frequency due to the 

proximity of the U.S.-Mexico border. The relative closeness of the border may substantially reduce 

migration costs for immigrants.   If immigrants choose to return migrate when facing 

unemployment, we would expect unemployment rates in the Border States to be lower than national 

averages and the other main immigrant receiving states that do not share a border with Mexico. 

Immigrants who return migrate would reduce the competition for existing jobs, and lower the 

unemployment level. Of course the assumption that immigrants would return migrate cannot be 

entirely substantiated with current research.   

Return migration is not the only possibility for unemployed immigrants.  Immigrants may 

also migrate internally, moving to other states that offer better economic opportunities.  Immigrants 
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are more likely to internally migrate than natives but the willingness to migrate is demonstrated only 

among recent arrivals (Borjas 2001).  Internal migration is a difficult concept to measure, especially 

among immigrants who may be illegal and would not wish to report their migratory decisions. 

The proximity of the U.S. - Mexico border suggests that the Border States have a large 

population of recent arrivals as crossing the border on foot or by car entails lower migration costs 

than flying and does not require the immigrant to have a visa or work authorization.  Immigrants 

that enter the country through Border States, legally or illegally, may choose to remain there given 

the ease of returning home and also the presence of immigrant networks. Illegal immigrants are 

believed to be more sensitive to recession as the low-skill occupations they seek to fill are the first to 

experience unemployment during recession. 

 It is difficult to measure the size of this flow as it is largely undocumented but it is estimated 

that 40 percent of the unauthorized workforce are recent arrivals and that 78 percent of the 

unauthorized workforce comes from Mexico and Central America (Passel and Cohn 2010).   

The sheer volume of ethnically similar immigrants in Border States facilitates internal 

migration. The ethnic networks that arise from immigrant enclaves help aggregate and transmit 

information back to source countries for future immigrants (Van Hook and Zhang, 2011). The flow 

of information reduces migration costs and uncertainty for certain immigrant populations and 

facilitates the migration decision (Borjas 2001).     
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3. CONCEPTUAL FRAMEWORK 
 

While previous research has demonstrated that immigrants are more sensitive to business 

cycle fluctuations than natives, this paper seeks to determine whether or not immigrants residing in 

Border States exhibited the same sensitivity as immigrants residing elsewhere during the recent 

recession.  More succinctly, this paper will try to answer the question of whether the presence of the 

U.S.-Mexico border provides immigrants an alternate avenue to mitigate the risk of unemployment 

during the Great Recession.  

The framework underlying this paper is straightforward.  Immigrants are more sensitive to 

the business cycle than natives; they are more likely to be unemployed during periods of economic 

recession and more likely to be employed during periods of economic growth. The immigrant 

propensity towards employment reflects the self-selected nature of the immigrant population.  

Immigrants assume hardships (economic, social, and mental) for the possibility of economic 

improvement.  They are largely ineligible for government assistance in the event of unemployment 

and therefore have greater motivation to shorten spells of joblessness.  They are also more likely to 

accept jobs and wage rates that natives deem unsavory.  

Within the immigrant population, certain groups, such as Latin American and the newly 

arrived, are more sensitive than others. The differences in sensitivities are largely a product of 

differences in education. Latin American immigrants demonstrate the most sensitivity to the 

business cycle.  No so coincidentally, Latin American immigrants are also the least educated of all 

immigrant groups with almost 50 percent reporting less than a high school education. Immigrants 

from South and East Asia demonstrate the least sensitivity to the business cycle. Not surprisingly, 

these immigrants are also the most educated, with over 20 percent holding an advanced degree.  
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Less educated individuals are more likely to work in low-skill jobs which are generally found 

in volatile industries that rely on macroeconomic stability for success.  As the economy enters a 

recession, investment and consumption fall which leads to a reduction in production in sectors like 

construction and manufacturing.  People are less likely to build a new home and firms are less likely 

to expand production during a recession.  A lack of education and language skills makes immigrants 

more likely to work in these industries and therefore more likely to be laid off during a recession.   

These industries are not evenly spread throughout the nation but rather concentrated in 

certain areas of the country like California and Texas.  States that house more volatile industries, i.e. 

Border States, should have seen greater unemployment during the recent recession.  Just as industry 

is not evenly distributed, neither is the immigrant population.  Immigrant populations are clustered 

in certain states like California, Texas, and Illinois and the nativity compositions of each state are 

different.  Over 73 percent of immigrants in Texas are from Mexico and Central America while only 

13.88 percent of immigrants in New York are Mexican or Central American.  Given the large 

differences in educational attainment between immigrant nativity groups, states which contain a 

higher proportion of less-educated, i.e. Latin American, immigrants should exhibit higher 

unemployment rates during the Great Recession.   

While a lack of education and transferable skills makes immigrants more vulnerable to spells 

of unemployment, immigrants also engage in migratory behaviors that mitigate their sensitivity by 

reducing competition for jobs.  Immigrants are more likely to move across state lines and 

occupational boundaries for a job.  They also may choose to return home during periods of 

economic crisis.  

The Border States provide a unique unit for studying immigrant sensitivity to the recession.  

Border States contain more Latin American immigrants than other states with lower levels of 
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average educational attainment.  Border States also contain a higher proportion of recently arrived 

immigrants and cyclical industries.   

On one hand, immigrants residing in Border States should be more likely to experience 

unemployment than immigrants residing elsewhere as they are more likely to be less educated Latin 

Americans that work in cyclical industries.  On the other hand, the proximity of the U.S. - Mexico 

border may provide advantages not available to other immigrants such as lowered migration costs 

and enclave networks.  These advantages might serve to reduce labor market competition enough 

that there is no difference between the probability of unemployment for immigrants residing in 

Border States versus immigrants residing in other states. 

As no research currently exists regarding immigrant outcomes along the U.S.-Mexico border 

this paper seeks to fill that void, illuminating whether or not the advantages of living in the Border 

States offset the disadvantages of the immigrant population found there.  
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4.  METHODOLOGY 

 Immigrant sensitivity to the business cycle during the Great Recession is measured using 

both linear probability models with robust standard errors and OLS.  Three dependent variables of 

interest were considered: probability of unemployment, hours worked weekly and log wages. 

Separate specifications were modeled to test the effect of immigrant status, Latin American 

immigrant status, and length of stay.  Robust standard errors were used to correct for 

heteroskedasticity in linear probability models.  Fully interacted models were run instead of 

restricted models as this paper in interested in comparing the effects of the variables interacting 

without restriction.  

The linear probability models for testing the probability of unemployment are written as follows: 

Pr(unemployed) = β0 +  β1Demographics + β2Immigrant + β3Great Recession + β4 Border State Resident +  β5 

Immigrant*Recession + β6Border State Resident*Immigrant +  β7 Border State Resident*Great Recession + 

β8Immigrant*Great Recession* Border State Resident.  

Pr(unemployed) = β0 +  β1Demographics + β2Mexican or Central American + β3Great Recession + β4 Border 

State Resident +  β5 Immigrant*Recession + β6Border State Resident*Immigrant +  β7 Border State 

Resident*Great Recession + β8Immigrant*Great Recession* Border State Resident.  

Pr(unemployed) = β0 +  β1Demographics + β2Recent Arrival + β3Great Recession + β4 Border State Resident +  

β5 Immigrant*Recession + β6Border State Resident*Immigrant +  β7 Border State Resident*Great Recession + 

β8Immigrant*Great Recession* Border State Resident.  

The OLS models to measure hours worked weekly are as follows: 

Hours worked weekly = β0 + β1Demographics + β2Immigrant + β3Great Recession + β4 Border State Resident +  β5 

Immigrant*Recession + β6Border State Resident*Immigrant +  β7 Border State Resident*Great Recession + 

β8Immigrant*Great Recession* Border State Resident.  
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Hours worked weekly = β0 + β1Demographics + β2Mexican or Central American + β3Great Recession + β4 Border State 

Resident +  β5 Immigrant*Recession + β6Border State Resident*Immigrant +  β7 Border State Resident*Great Recession + 

β8Immigrant*Great Recession* Border State Resident.  

Hours worked weekly = β0 + β1Demographics + β2Recent Arrival + β3Great Recession + β4 Border State Resident +  β5 

Immigrant*Recession + β6Border State Resident*Immigrant +  β7 Border State Resident*Great Recession + 

β8Immigrant*Great Recession* Border State Resident.  

The OLS models to measure log wages are as follows: 

Log Wages = β0 +  β1Demographics + β2Immigrant + β3Great Recession + β4 Border State Resident +  β5 

Immigrant*Recession + β6Border State Resident*Immigrant +  β7 Border State Resident*Great Recession + 

β8Immigrant*Great Recession* Border State Resident. 

Log Wages = β0 +  β1Demographics + β2Mexican or Central American + β3Great Recession + β4 Border State Resident +  

β5 Immigrant*Recession + β6Border State Resident*Immigrant +  β7 Border State Resident*Great Recession + 

β8Immigrant*Great Recession* Border State Resident. 

Log Wages = β0 +  β1Demographics + β2Recent Arrival + β3Great Recession + β4 Border State Resident +  β5 

Immigrant*Recession + β6Border State Resident*Immigrant +  β7 Border State Resident*Great Recession + 

β8Immigrant*Great Recession* Border State Resident. 

4.1. Construction of Dependent Variables  

 Three dependent variables will be examined: probability of unemployment, hours worked 

weekly, and log wages. Unemployment during the Great Recession is the main outcome of interest 

in this study and is measured by a dummy variable indicating 1 if unemployed and 0 if otherwise.  

Hours worked weekly is an interval ratio variable constructed from the CPS survey question “how 

many hours did you work last week?”  Any value less than 0 was restricted as implausible.  Log 

wages is constructed by taking the natural log of all household wages and income reported by 

respondents.   
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4.2. Construction of Independent Variables 

 The independent variables of interest are immigrant or foreign born status, Latin American 

nativity, and length of stay in the United States. Other independent variables included in the analysis 

are education attainment, health status, marital status, industry and gender.   

 The CPS asks respondents three questions which can be used to identify the foreign born.  

The first question asks the respondent to identify themselves as native or foreign born. “Native” 

includes respondents born in the United States, Puerto Rice and outlying areas, and respondents 

born abroad to American parents.  “Foreign born” includes all those that are not considered citizens 

by birth but may or may not be naturalized citizens.  The responses to this question were used to 

construct the dummy variable indicating foreign born status. 

  The second question asks respondents in which country they were born.  The answers to 

this question were used to create the dummy variables indicating nativity; it was necessary to apply 

an additional condition specifying that the respondent is indeed foreign as natives can be born to 

U.S. parents in a foreign country.   

 The third question asks respondents to identify the year in which they came to the United 

States to stay.  By definition this variable only applies to those of foreign birth that are not citizens 

by birth.  This variable was used to create dummy variables identifying immigrant length of stay in 

the United States. 

 Immigrant status is measured by a dummy variable equaling 1 for immigrants and 0 

otherwise.  Nativity of Latin American immigrants is measured with dummy variables, equaling 1 if 

the foreign born respondent was born in the country or region of interest and 0 if otherwise.  For 

this study we analyzed the effect of being born in Mexico, Central America and South America given 
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the premise that the Border States are composed of mostly Latino immigrants.  This is relevant 

because, on average, Latin American immigrants are less educated and work in more cyclical 

industries than immigrants from other countries and natives.  Other nativities, such as South and 

East Asian, were measured with dummy variables equaling 1 if the respondent if from the region of 

interest and 0 otherwise.  

 Length of stay in the United States is denoted with a series of dummy variables ranging from 

“newly arrived” to “over 20 years”.  The inclusion of length of stay controls for cohort effects in the 

immigrant population.   

 The variable “recession” is a dummy variable indicating the years of the Great Recession 

covered by the data set employed.  The Business Cycle Dating Committee announced that the 

recession officially started in December 2007 and ended in June 20099.  Because the data used in this 

study was collected in March of each year, the year 2007 was excluded from the recession dummy 

variable as the data was collected before the start of the recession and unemployment rates were 

actually declining until the beginning of 2008.   

Border States are measured by a dummy variable which equals 1 if the respondent resides in 

Arizona, California, New Mexico or Texas and 0 otherwise.  

                                                           
9 “Business Cycle Dating Committee, National Bureau of Economic Research”; September 20, 2010 
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5. DESCRIPTION OF DATA 

Estimates used in this analysis were obtained from the March Current Population Survey 

(CPS) Surveys from 2005-2011. The CPS is a monthly survey of about 57,000 households conducted 

by the Bureau of the Census for the Bureau of Labor Statistics for the last 50 years. CPS is the 

primary source of information on labor force characteristics of the U.S. population and the only on-

going nationally representative survey with questions on nativity and citizenship. The sample is 

scientifically selected to represent the civilian non-institutional population and provides estimates for 

the nation as a whole as well as part of model-based estimates for individual states and other 

geographic areas.  

The CPS March Supplement also called the Annual Social and Economic (ASEC) 

Supplement, provides the usual monthly labor force data and supplemental data on work experience, 

income, noncash benefits, and migration.  Households are interviewed once a month for four 

consecutive months one year, and again for the corresponding time period a year later. CPS is a 

sample of household addresses not individuals; therefore, if a respondent is not at the same address 

as the prior year, they are dropped from the sample and the new occupants of the housing unit are 

interviewed.  

It must be noted that while the CPS gathers information on country of origin for each 

respondent, it does not ask immigrants to specify whether they are in the country legally or illegally.  

For the purposes of this study the term “immigrant” or “foreign-born” will refer to those in the 

country both legally and illegally.   

5.1. Sample Selection 

As labor market outcomes are the focus of this paper the sample was restricted to those in the 

labor force between the ages of 16-64.  The final sample is composed of 689,557 observations with 
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approximately 16 percent immigrants and 84 percent native born workers.  All 50 states are 

represented in this analysis.  

5.2. Sample Characteristics 

Table 5.1 shows descriptive statistics for the sample analyzed. The mean age of the sample is 

40 years with males accounting for 52% and females 48% of the total sample.  The average level of 

education evenly split between high school graduates and those with some college or vocational 

school (29%).   Sixty-nine percent of respondents reported themselves in excellent or very good 

health. Thirty percent reported good or fair health and only one percent reported poor health. The 

majority of the sample, 59 percent, is married and 27 percent report being single.  

The average hours worked weekly for the entire sample is 33.70.  The average for respondents 

residing in Border States is the 33.71.  Immigrants worked, on average, 34.36 hours a week and 

natives worked an average of 33.60 hours a week.  The average household income for the sample is 

$74,298.45 while the average household income in the Border States is $72,825.14.  In contrast, the 

average household income in the Other Immigrant Receiving states is $80,272.29 which may reflect 

the higher costs of living associated with these states.  The natural log of earnings is measured 

instead of actual wages in this study.     

 

 

 

 



28 

 

Table 5.1. Descriptive Statistics 

 Percent/Mean of the 
Sample 

Standard Deviation 

Native 84.32% 0.364 

Foreign Born 15.68% 0.364 

Mexican and Central American 42.32% 0.494 

South American 7.44% 0.262 

   

Male 51.99% 0.500 

Female 48.01% 0.500 

   

Age (years) 39.75 12.239 

   

Length of Stay (years) 17.32 11.433 

   

Hours Worked Weekly 33.70 18.373 

Household Income (USD) 74,298.45 1311.832 

   

Educational Attainment   

Less than a High School Education 11.92% 0.324 

High School Graduate 28.96% 0.454 

Some College and/or Vocational 
School 

29.05% 0.454 

College Graduates 19.90% 0.399 

Advanced Degrees 10.18% 0.302 

   

Industry   
Agriculture and Mining 2.31% 0.150 

Construction 7.83% 0.269 

Manufacturing 10.80% 0.310 

Service 74.13% 0.438 

Other 4.92% 0.216 

 

 

  

Marital Status   

Married 59.22% 0.491 

Single 27.08% 0.444 

Divorced or Separated 12.46% 0.330 

Widowed 1.23% 0.110 

   

Self-reported Health Status   

Excellent or Very Good 68.93% 0.463 

Good or Fair 30.18% 0.459 

Poor 0.89% 0.094 

Source: CPS March Supplement 2005-2012, weighted  
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5.2.1. Unemployment Rates 

Figure 5.1 shows the unemployment rates of United States and the Border State region.  The 

average unemployment rate for the United States from 2005-2011 is 6.33% while the average 

unemployment rate for the Border States from 2005-2011 is 6.89%.  The unemployment rate for the 

Border States is higher than the rate in the United States during the recessionary period.   

 

Figure 5.1. Unemployment Rates in the United States and in Border States 

Source: CPS March Supplement 2005-2012 
 

Figure 5.2 shows the unemployment rate for the Border States for immigrants and natives.  

Unemployment is higher for natives than immigrants for the recessionary period.   

 

Figure 5.2.  Unemployment Rate of Natives and Immigrants in Border States 
Source: CPS March Supplement 2005-2012  
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6. EXPECTED FINDINGS 

I hypothesize that immigrants residing in Border States will be more likely to be unemployed 

during the Great Recession than immigrants residing elsewhere.   I expect that the sensitivity of 

Border State immigrants will be more acute than other immigrants because they are more likely to be 

Latin American and thus less educated.   However, I anticipate that immigrant sensitivities will differ 

greatly by state as the recession was not felt equally by each state.   

I hypothesize that immigrants residing in Texas will be less sensitive to the business cycle 

given Texas’ general macroeconomic stability during the recent recession.  Immigrants residing in 

California will experience an elevated sensitivity to the recession.  I expect the outcomes of 

immigrants residing in Arizona and New Mexico to closely mirror national immigrant outcomes as 

the size of the immigrant population in these states is not as substantial as California and Texas. 

Immigrants from Mexico and Central America should exhibit a greater sensitivity to the 

business cycle than South Americans and all other immigrant groups.  This is a function of the lower 

average education levels of immigrants from those regions.  

Recent arrivals to the United States will fare worse during the recent recessions than those 

that have been here for many.  Given the severity of the Great Recession, I do not expect immigrant 

outcomes to “catch-up” to that of natives as was found by Chiswick et al.  I believe the depth and 

breadth of the recession will exasperate the income disparities between natives and immigrants, 

moving the differential away rather than towards convergence with natives.  

As immigrants are more mobile than natives, immigrant responses to the recession, i.e., return or 

internal migration may mitigate the true effect of the recession on business-cycle sensitivities.  
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7. RESULTS 

 

7.1.  The Effect of Immigrant Status. 

Immigrants, all else equal, are more likely to be unemployed during the Great Recession but 

less likely to be unemployed at all other points in the business cycle.  Border State residents, all else 

equal, have a marginally higher probability of unemployment than residents of all other states. 

Interactions between immigrants, Border States and the Great Recession were not statistically 

significant.     

Immigrants work more hours weekly.  During the recent recession immigrants worked fewer 

hours but still worked more hours weekly than natives.  Border State residents work more hours 

than residents of other states. Immigrants residing in Border States work more hours than 

immigrants residing in other states.   

While immigrants work more hours than natives, they earn less.  Border State residents earn 

more than residents of all other states but immigrants residing in Border States earn less than native 

and immigrants residing elsewhere.  The low wages experienced by immigrants in the Border States 

can be explained by both education and immigrant overrepresentation.   
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Table 7.1. Effect of Being an Immigrant on the Probability of Unemployment, 
Hours Worked per Week, and Log Wages 

 Unemployment Hours Worked Log Wages 
    

Immigrant 
-0.013 *** 

(0.001) 
 

0.719*** 
(0.063) 

-0.034*** 
(0.004) 

Great Recession 
0.019*** 
(0.001) 

 

-0.270*** 
(0.032) 

0.061*** 
(0.002) 

Border State Resident 
0.003** 
(0.001) 

 

0.257*** 
(0.046) 

0.085*** 
(0.003) 

Immigrant* Recession 
0.007 *** 
(0.002) 

 

-0.297** 
(0.095) 

-0.024*** 
(0.007) 

Immigrant * Border States 
-0.002 
(0.002) 

 

-0.430*** 
(0.103) 

-0.072*** 
(0.008) 

Border State Resident * 
Great Recession 

-0.001 
(0.002) 

-0.106 
(0.091) 

0.002 
(0.006) 

Immigrant * Border States* 
Recession 

0.005 
(0.004) 

 

-0.069 
(0.180) 

-0.004 
(0.011) 

    
Adjusted R2 .0344 0.1439 0.1656 

Source: Data from CPS March Supplement 2005-2011; weighted 
*significant at 10% level, ** significant at 5% level, *** significant at 1% level 
Model controls for gender, Hispanic, age (16-64 years old), marital status, self-reported health status, educational attainment and 
industry. 

 

 Of the Border States, immigrants residing in Texas are less likely to be unemployed than 

immigrants residing in all other states. The Great Recession increased the probability of 

unemployment in all states except Texas.  This finding, as shown in Table 7.2 can be explained by 

the economic growth that occurred in Texas during the period surveyed.  Immigrants residing in 

California during the Great Recession were 1.8 percentage points more likely to be unemployed than 

immigrants and natives residing in all other states.  
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Table 7.2. The Effect of Immigrant Status on the Probability of Unemployment,  
Border States 

 
Arizona California New Mexico Texas 

 

Immigrant 
-0.019** 
(0.009) 

-0.018*** 
(0.003) 

 

-0.013 
(0.012) 

-0.021*** 
(0.004) 

Great Recession 
0.021*** 
(0.006) 

 

0.027*** 
(0.003) 

 

0.023*** 
(0.006) 

 

-0.006** 
(0.003) 

Immigrant* Recession 
0.003 

(0.013) 
0.009** 
(0.004) 

0.003 
(0.018) 

0.008 
(0.006) 

     
Adjusted R2 0.0284 0.0386 0.0418 0.0230 

Source: Data from CPS March Supplement 2005-2011; weighted 
*significant at 10% level, ** significant at 5% level, *** significant at 1% level 
Model controls for gender, Hispanic, age (16-64 years old), marital status, self-reported health status, educational attainment and 
industry. 

 

 As seen in Table 7.3, immigrants residing in Arizona earn 24.8 percent less income than 

immigrants residing in California, New Mexico and Texas. Interestingly, the recent recession had a 

positive effect on log wages in each state listed below except Texas.  In Texas, the recession 

negatively affected wages.  This can be partly explained by immigrant competition for jobs and 

immigrant overrepresentation in the labor force. Regressions on hours worked weekly for each state 

did not produce significant results.  

Table 7.3. Effect of Immigrant Status on Log Wages, Border States 

 
Arizona California New Mexico Texas 

 

Immigrant 
-0.248*** 

(0.032) 
-0.106*** 

(0.010) 
-0.189*** 

(0.039) 
-0.130*** 

(0.015) 

Great Recession  
0.021*** 
(0.006) 

0.053*** 
(0.009) 

0.079** 
(0.023) 

-0.075*** 
(0.010) 

Immigrant* Recession 
0.004 

(0.046) 
-0.035** 
(0.014) 

-0.070 
(0.062) 

-0.012 
(0.020) 

     
Adjusted R2 0.1679 0.1647 0.1893 0.2026 

Source: Data from CPS March Supplement 2005-2011; weighted 
*significant at 10% level, ** significant at 5% level, *** significant at 1% level 
Model controls for gender, Hispanic, age (16-64 years old), marital status, self-reported health status, educational attainment and 
industry. 
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7.2.   The Effect Of Latin American Nativity 

Nativity seems to have a strong effect on the probability of unemployment.  Table 7.4 shows 

that immigrants from Mexico or Central America are 4.1 percentage points less likely to be 

unemployed than other workers. Natives of South America are also less likely to be unemployed.  

During the recent recession, Mexican and Central American immigrants were more likely to be 

unemployed than all other immigrant groups and natives.   In Border States, immigrants from 

Mexico and Central America are less likely to be unemployed than other immigrant groups and 

natives.  

Natives of Mexico and Central America work more hours and earn less than natives and 

other immigrant groups both during periods of economic growth and economic recession.  Border 

State residents work more hours weekly and earn more than residents of all other states.  Mexicans 

and Central Americans residing in the Border States work more hours and earn less income than 

residents of all other states.  Despite the Great Recession, Mexican and Central American 

immigrants worked more hours than natives.  They did, however, earn less.  
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Table 7.4. Effect of Latin American Nativity on the Probability of Unemployment, 
Hours Worked per Week, and Log Wages 

 Unemployment  Hours Worked Log Wages 

Native of Mexico or 
 Central America 

-0.041*** 
(0.002) 

2.101*** 
(0.120) 

-0.028*** 
(0.008) 

Native of South America 
 

-0.011*** 
(0.003) 

-0.062 
(0.125) 

-0.017* 
(0.010) 

Great Recession 

 
0.019*** 
(0.001) 

 

-0.287*** 
(0.030) 

0.060*** 
(0.002) 

Border State Resident 
0.001* 
(0.001) 

 

0.241*** 
(0.058) 

0.081*** 
(0.003) 

Mexican or Central American* 
Recession 

0.024*** 
(0.003) 

 

-0.581*** 
(0.140) 

-0.036** 
(0.011) 

Mexican or Central American 
*Border State Resident 

0.011*** 
(0.003) 

 

-0.884*** 
(0.158) 

-0.115*** 
(0.009) 

Border State Resident* Great 
Recession 

-0.001 
(0.002) 

-0.100 
(0.085) 

0.001 
(0.006) 

Mexican or Central American 
*Border State Resident* 
Recession 

-0.007 
(0.004) 

0.080 
(0.239) 

-0.009 
(0.015) 

 
   

Adjusted R2 
0.0330 0.1443 0.1655 

Source: Data from CPS March Supplement 2005-2011; weighted 

*significant at 10% level, ** significant at 5% level, *** significant at 1% level 

Model controls for gender, Hispanic, age, marital status, self-reported health status, educational attainment and industry. 
Border State Resident indicates anyone who resides in either Arizona, California, New Mexico or Texas 

 

A state-by-state comparison of the Border States, reported in Table 7.5, shows us that 

Mexican and Central American immigrants residing in Arizona are 4.7 percentage points less likely 

to be unemployed while immigrants of the same nativity residing in Texas are only 2.5 percentage 

points less likely to experience unemployment.  Mexican and Central American immigrants residing 
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in California and Texas during the Great Recession were more likely to experience unemployment 

while immigrants of the same nativity residing in Texas were less likely to experience unemployment.  

 
Table 7.5. Effect of Latin American Nativity on the Probability of Unemployment 

 Arizona California New Mexico Texas 
     

Mexican or Central 
American 

 

-0.047*** 
(0.006) 

-0.034*** 
(0.004) 

-0.011 
(0.016) 

-0.025*** 
(0.005) 

South American  
 

0.065 
(0.055) 

-0.005 
(0.010) 

-0.141 
(0.088) 

0.003 
(0.014) 

Great Recession 
0.020** 
(0.006) 

0.026*** 
(0.002) 

0.024*** 
(0.006) 

0.006** 
(0.003) 

Mexican or Central 
American* Recession 

-0.011 
(0.014) 

0.018** 
(0.005) 

0.001 
(0.023) 

0.011* 
(0.006) 

     
Adjusted R2 0.0308 0.0391 0.0426 0.0229 

Source: Data from CPS March Supplement 2005-2011; weighted 

*significant at 10% level, ** significant at 5% level, *** significant at 1% level 

Model controls for gender, Hispanic, age (16-64 years old), marital status, self-reported health status, educational attainment and 
industry. 

Table 7.6 shows that in every Border State Mexican and Central American immigrants earn 

less than natives.  Mexican and Central American immigrants in Arizona earn less than immigrants 

in California and Texas.  During the Great Recession, Mexican and Central American immigrants 

residing in California experienced significantly lower wages.  

Table 7.6. Effect of Latin American Nativity on the Log Wages 

 Arizona California New Mexico Texas 
     

Mexican or Central 
American 

 

-0.234*** 
(0.035) 

-0.161*** 
(0.013) 

-0.203*** 
(0.048) 

-0.184*** 
(0.017) 

South American  
 

0.108 
(0.144) 

-0.185*** 
(0.035) 

0.078 
(0.224) 

0.052 
(0.053) 

Great Recession 
0.018 

(0.021) 
0.049*** 
(0.008) 

0.072** 
(0.023) 

0.074*** 
(0.009) 

Mexican or Central 
American* Recession 

-0.045 
(0.049) 

-0.035** 
(0.016) 

-0.024 
(0.069) 

-0.015 
(0.222) 

     
Adjusted R2 0.1663 0.1649 0.1874 0.2036 

Source: Data from CPS March Supplement 2005-2011; weighted 
*significant at 10% level, ** significant at 5% level, *** significant at 1% level 
Model controls for gender, Hispanic, age (16-64 years old), marital status, self-reported health status, educational attainment and 
industry. 
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7.3. The Effect Length Of Stay In The United States 

`Recent arrivals, i.e. immigrants that have resided in the U.S. less than five years, are less 

likely to be unemployed than immigrants that have been here for over five years.  The probability of 

unemployment increases with time spent in the U.S.  As expected, the Great Recession increased the 

probability of unemployment for all workers. For recent arrivals, the recession increased the 

probability of unemployment.  

Table 7.7 shows that recent arrivals work more hours than natives but fewer hours during 

the Great Recession. Border State residents work more hours weekly than residents of all other 

states but during the recession, workers in the Border States worked fewer hours than residents of 

all other states during a period of economic “calm”.    

New arrivals earn less than immigrants that have been in the country for over five years and 

natives.  The difference between the wages of immigrants and natives disappears over time.  Border 

State residents earn more than residents of all other states but recent arrivals residing in Border 

States earn less than immigrants residing in any other state. This may be a product of the increased 

competition for low-skill jobs in the Border States resulting from the overrepresentation of Latin 

American immigrants in the workforce.  The recent recession had a positive effect on log wages but 

not for immigrants.  Immigrants earned less during the Great Recession than natives.  
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Table 7.7 Effect of Length of Stay in the United States on the Probability of Unemployment, 
Hours Worked Weekly, and Log Wages 

Dependent Variable Unemployment Rate Hours Worked Log Wages 
Length of Stay    

< 5 years 
“Recent Arrival” 
 

-0.023*** 
(0.003) 

0.600*** 
(0.142) 

-0.147*** 
(0.012) 

 
5-10 years 
 

-0.019*** 
(0.002) 

0.563*** 
(0.075) 

-0.128*** 
(0.006) 

 
10-20 years 
 

-0.011*** 
(0.002) 

0.450*** 
(0.069) 

-0.062*** 
(0.005) 

 
Over 20 years 
 

-0.003* 
(0.002) 

0.399*** 
(0.069) 

0.049*** 
(0.005) 

 
Recession (2008-2009) 
 

0.020*** 
(0.001) 

-0.326*** 
(0.029) 

0.057*** 
(0.002) 

 
Border State Resident 
 

0.002* 
(0.001) 

0.103** 
(0.042) 

0.063*** 
(0.003) 

 
Recent Arrival* Recession 
 

0.034*** 
(0.007) 

-0.821** 
(0.291) 

-0.070*** 
(0.24) 

 
Recent Arrival* Border State 
Resident 
 

-0.008 
(0.006) 

-0.190 
(0.274) 

-0.097*** 
(0.20) 

Border State Resident* Great 
Recession 

 
0.001 

(0.002) 
 

-0.181** 
(0.078) 

-0.008 
(0.006) 

 
Recent Arrival* Border State 
Resident* Recession 
 

-0.005 
(0.015) 

0.262 
(0.643) 

0.040 
(0.050) 

    
Adjusted R2 0.0345 0.1438 0.1664 

 
Source: Data from CPS March Supplement 2005-2011; weighted 

*significant at 10% level, ** significant at 5% level, *** significant at 1% level 

Model controls for gender, age, marital status, self-reported health status, educational attainment and the industry each 
respondent works in.  
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8. CONCLUSIONS and POLICY IMPLICATIONS 

 
The advantages afforded by the presence of the U.S.-Mexico border, i.e. lower migration 

costs and enclave networks, did not completely offset foreign born sensitivity to the recession for 

those residing in the Border States.  Mexican and Central American immigrants residing in Border 

States during the Great Recession were more likely to be unemployed than immigrants and natives 

residing in all other states.  This finding suggests that migratory behaviors did not sufficiently reduce 

competition among immigrants residing in Border States.   

On the state level, immigrants residing in California were less likely to be unemployed than 

natives.  This finding seems counterintuitive given the large job losses that occurred in California 

during the recession but it may be indicating that migration may have played a role in decreasing the 

competition for jobs among immigrants.  Immigrants that remained in California during the 

recession experienced a decrease in wages.  

Mexican and Central American immigrants residing in California and Texas were less prone 

to unemployment during the recent recession than immigrants residing elsewhere. This finding may 

be explained by the job growth that occurred in Texas during the recession.  Immigrants from 

California may have moved to Texas to take advantage of new opportunities, minimizing 

competition for jobs among the immigrants that remained.  

Three major policy implications result from this paper.  First, immigration policy should 

more accurately reflect the reality of the immigrant workforce.  Visa quotas should be reduced 

during periods of economic recession and increased during years of economic growth.  This would 

ensure that the U.S. has an adequate immigrant labor supply during “boom” years while minimizing 

the competition for jobs among immigrant workers during “bust” years.  Additionally, the current 

focus of immigration policy on family unification does little to stem to the flow of immigrants 

during recessionary periods. Policymakers need to shift the emphasis of immigration policy away 
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from family unification and towards employment based immigration.  This would automatically 

make immigrant inflows more cyclical as employment-based inflows would slow during a recession.  

Second, national and state policymakers should encourage the internal migration of 

immigrants as internal migration lessens competition and reduces unemployment. Internal migration 

smooths out the state level differences in unemployment rates. Federal and state governments can 

incentivize internal migration with tax credits.  Tax incentives would not do much for illegal workers 

and therefore it is necessary to increase the number of workers visas issued before implementing a 

policy to incentivize migration. 

Third, the federal government should provide additional funding to states with large 

immigrant populations during recessions.  Immigrants are often ineligible for public assistance 

programs like unemployment insurance. The additional funding can be used to offset the costs of 

caring for unauthorized and out of work immigrants. For example, immigrants that cannot find 

work may choose to enroll in school until the economy improves.  This places an additional strain 

on the state coffers which could be lessened by assistance from the federal government.  

 Further research on this topic could examine immigrant migratory patterns using the CPS 

matching technique to determine whether or not migration truly played a role in reducing an 

immigrant’s probability unemployment in some of the Border States.  
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APPENDIX  A 

 

 Arizona California New Mexico Texas 

% of population 16.36% 29.12% 9.57% 17.01% 

% of workforce 21.14% 39.85% 11.97% 22.36% 
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APPENDIX B 

 

Unemployment Rates, 2005-2009 

 Year United States Border States Other Immigrant Receiving 

States 

 Native Immigrant Native Immigrant Native Immigrant 

2005 4.99% 4.58% 5.11% 5.08% 4.58% 4.43% 

2006 4.58% 4.05% 4.44% 4.47% 4.46% 4.01% 

2007 4.30% 3.88% 4.39% 4.39% 4.02% 3.87% 

2008 4.73% 5.32% 4.69% 5.97% 5.16% 5.00% 

2009 8.17% 9.14% 8.48% 10.16% 8.41% 7.83% 

2010 9.17% 9.56% 9.77% 10.78% 9.82% 9.31% 

2011 8.23% 9.06% 9.59% 10.36% 8.40% 9.29% 
Source: Data from CPS March Supplement 2005-2011; weighted 
Border States are: Arizona, California, New Mexico, and Texas 
Other Immigrant Receiving States are: Florida, Illinois, New Jersey, New York 
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APPENDIX C 

 

Unemployment Rates for Natives and Immigrants by Education Group 
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APPENDIX D 

 
Composition of the Foreign Born Population 

 

% Native 
born 

Foreign 
born 

Mexico 
and 

Central 
America 

South 
America 

South and 
East Asia 

Other 

Border States       

Arizona 78.86 21.14 76.01 1.67 9.58 12.74 

California 61.41 38.59 62.24 2.82 23.57 11.37 

New Mexico 88.03 11.97 69.24 1.62 14.57 14.57 

Texas 77.64 22.36 73.27 2.61 14.86 9.26 

       

Other Immigrant States       

Florida 72.77 27.23 20.71 19.90 8.20 51.19 

Illinois 81.76 18.24 50.24 2.71 23.05 24 

New Jersey 69.95 30.05 19.31 20.07 25.94 34.68 

New York 71.94 28.06 13.88 15.74 20.68 49.7 

       

United States  84.32 15.68 42.32 7.44 23.03 27.21 
Source: Data from CPS March Supplement 2005-2011; weighted 
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