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THE LABOR MARKET STATUS OF IMMIGRANTS:
EFFECTS OF THE UNEMPLOYMENT RATE
AT ARRIVAL AND DURATION OF RESIDENCE

BARRY R. CHISWICK, YINON COHEN, and TZIPP1 ZACH*

Combining Current Population Survey samples from November 1979,
April 1983, June 1986, and June 1988, all of which included data on
country of birth and year of immigration, the authors examine patterns
of immigrant employment and unemployment. Human capital was less
strongly linked to employment status for immigrant men than for native-
born white men, probably because human capital acquired outside the
United States was only imperfectly transferable to the U.S. labor market.
Immigrants had some initial difficulty finding work, but their employ-
ment and unemployment rates quickly attained levels comparable to
those of the native-born. There is no evidence that immigrants who
arrived in a recession were subjected to a long-term “scarring” effect.
Immigrants’ labor market status appears to have been somewhat more
sensitive to cyclical changes in economic activity than was that of the
native-born.
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he literature on immigrant adjust-
ment has focused primarily on earn-
ings, with very little attention given to the
issue of labor market status.' Yetone of the
major policy concerns of immigrant receiv-
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University. This paper was presented at the Midwest
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'The contemporary literature on immigrant ad-

justment began with a study of earnings by Chiswick

(1978). For recent surveys of this literature,
Borjas (1994) and Chiswick (1994).

see

ing countriesis the employmentand unem-
ployment of immigrants. The higher the
employment ratio and the lower the unem-
ployment rate among adult male immi-
grants, all else equal, the easier will be their
adjustment in the destination labor mar-
ket, and hence the higher their annual
earnings, the smaller their use of public
income transfers, and the more favorable
their overall economic impact. There is
little doubt that public attitudes toward
immigration, and ultimately political re-
sponses to it, are more favorable the higher

Additional tables, and copies of the computer
program used to generate the results, can be ob-
tained from Yinon Cohen, Department of Labor Stud-
ies, Tel Aviv University, Ramat Aviv, Israel.

Industrial and Labor Relations Review, Vol. 50, No. 2 (January 1997). © by Cornell University.
1019-7939,97/5002 $01.00

289



290 INDUSTRIAL AND LABOR RELATIONS REVIEW

the employment ratio and the lower the
unemployment rate among immigrants.

Of particular interest for policy makers
is whether the timing of immigration with
respect to the business cycle matters for the
successful adjustment of immigrants. Does
immigration in a period of high unemploy-
ment raise the likelihood the immigrant
will experience employment problems in
the future? Some countries, such as Canada
and Australia, explicitly change annual
immigration quotas on the basis of the state
of the economy. Some others, such as the
United States, may implicitly do so through
administrative tightening of criteria for la-
bor market (occupational category) visas,
although this is a minor source of U.S.
immigration. Yet others, such as Israel,
appear to pay no attention to short-term
labor market conditions in their immigra-
tion policies and practices.

It has not been possible to test for the
effect of unemployment conditions at ar-
rival on the employment and unemploy-
ment experiences at the time of a census or
survey using data from a single cross-sec-
tion.? The problem isseparating the effects
of period of arrival from duration of resi-
dence. To circumvent this problem, in this
study data are combined over a period of 10
years from four separate cross-sectional
Current Population Surveys (CPS’s) that
included questions on nativity and year of
immigration for the foreign-born.

Existing Evidence on
Immigrants’ Labor Market Status

There has been some research on the
labor market status of immigrants in the
United States. Cross-sectional studies us-
ing microdata from the 1970 and 1990 Cen-
suses of Population and from the 1976 Sur-
vey of Income and Education (SIE) exam-
ined both the employment and unemploy-
ment experiences of immigrants (Chiswick

“The issue of whether a single cross-section gives
biased estimates of the longitudinal adjustment pro-
cess of immigrants was first developed and analyzed
in Chiswick (1980).
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1982; Chiswick and Hurst 1996)." These
studies found a consistent pattern across
the three data sources. In particular, dur-
ing their firstfew yearsin the United States,
immigrants had lower rates of employment
and higher rates of unemployment than
the native-born, but their employmentrates
increased and unemployment rates de-
creased with duration of residence, and
reached a plateau (employment) or a floor
(unemployment) after a few years, with no
statistically significant pattern by duration
thereafter. The similarity in the pattern of
employment and unemployment with re-
spect to duration of residence across the
three periods studied suggests that there
has been no change in the unmeasured
dimensions of the quality of immigrants
over time, or thatif there hasbeen a change,
it has been offset by other unmeasured
factors.*

Several other findings emerged from
these studies of labor market status. Refu-
gees, particularly recent refugees, experi-
enced lower employmentratios and higher
unemployment rates than did other immi-
grants. In addition, higher levels of school-
ing, more pre-immigration labor market
experience, greater English language flu-
ency, and U.S. citizenship were all associ-
ated with higher employment ratios and
lower unemployment rates.

Although the present study provides evi-
dence pertinent to a variety of determi-
nants of immigrants’ labor market success,
a question of particular focus is whether
and to what extent cyclical economic con-
ditions in the receiving country at the time
of immigration affect the immigrants’ sub-
sequent employment and unemployment
experiences. As noted above, the United

Two earlier studies that did not have access to
microdata and multivariate analysis are Fields (1935)
and Rubin (1947).

*For a survey of the literature and the most recent
analyses of the issue of changes over time in the
measured and unmeasured dimensions of immigrant
quality, see Cohen, Zach, and Chiswick (1997), Duleep
and Regets (1996), and Funkhouserand Trejo (1995).
The debate on this issue continues in the literature.
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States is not among those countries that
explicitly link their immigration controls
to economic conditions. Furthermore, al-
though apparently there has been no sys-
tematic empirical research on whether im-
migration flows have responded to cyclical
changesin economic activites, an examina-
tion of the data on annual immigration
flows to the United States since World War
IT suggests that the volume of immigrants
has been affected little if at all by the U.S.
business cycle (U.S. Immigration and Natu-
ralization Service 1996, Table 1).

Given the visa backlog linked to the ra-
tioning of U.S. immigration visas for much
of the postwar period, which could be ex-
pected to produce a fairly measured, even
flow, an absence of cyclical sensitivity would
not be surprising. One exception is em-
ployment-based visas, which depend on
employer applications and Department of
Labor certifications and might, therefore,
be expected to exhibit cyclical fluctuations.
These visas, however, accounted for only
about 5% of all visas in the 25 years prior to
1990 (see, for example, Chiswick 1988).
Moreover, many of the recipients of em-
ployment-based visas received an “adjust-
ment of status,” meaning that they were
already in the United States, often under
student or temporary worker visas or in an
illegal status, when they received their im-
migrantvisa. Furthermore, given the often
long period from initial application to final
approval of an immigrant visa, the rela-
tively short duration and shallow depth of
recessions in the postwar period may have
had little impact on the timing of immigra-
tion, particularly if there are no adverse
long-term effects from immigrating in a
recession.

Apart from the question of whether im-
migration flows to the United States are
responsive to cyclical economic changes is
the question of whether immigration policy
should be explicitly procyclical. The effect
of economic conditions on immigrants’
later employment and unemployment ex-
perience is clearly relevant to public policy
on immigration, as well as to potential im-
migrants’ decisions concerning whether
and when to enter the country.

Hypotheses’

The process of adapting to a new labor
market is not without travail for new immi-
grants. For those who anticipate a strong
attachment to the labor market, employ-
ment is the desired objective, although
school enrollment to enhance the transfer-
ability of previously acquired skills or to
obtain new skills may be an intermediate
step in this process. Unemployment or the
absence of employment may arise as a re-
sult of difficulties in the process of adjust-
ment or the failure of this adjustment.

As they engage in job search, new immi-
grants, like other new labor market en-
trants and re-entrants, acquire varied labor
marketinformation;in particular, they may
learn how they need to adjust their skills in
order to have opportunities for better-pay-
ing jobs. With less information than the
native-born, ceteris paribus, regarding em-
ployers, jobs, and occupations, new immi-
grants would be expected to engage in
more experimenting with jobs and hence
experience more job change. This would
resultin greater job turnover and hence, at
any point in time, a lower employment
ratio (percentof the population employed)
and a greater frequency of unemployment
(percent of the labor force unemploved)
than among the native-born.

Some employer-side considerations also
lead to an expectation of initially unstable
employment among immigrants. Employ-
ers have less information about the creden-
tials and characteristics of new immigrant
applicants—their ability, skills, reliability,
collegiality, and other work-related char-
acteristics—than about those of native-born
workers (Stark 1991). Itis therefore to be
expected that emplovers will make more
hiring errors or mismatches when hiring
new immigrants than when hiring native-
born workers. Employers will also finance
fewer investmentsin the job market skills of

*With the exception of the discussion of the effect
of period of arrival on subsequent employment, the
discussion in this section is a thumbnail sketch of the
theoretical model in Chiswick (1982).
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new immigrant workers. More hiring er-
rors will result in more discharges, other
things equal, for immigrant workers than
for native-born workers. lLess firm-specific
training will, similarly, result in higher lay-
off and quit rates. Moreover, all else equal,
new immigrant workers will have less se-
niority and, therefore, will be more likely
than native-born workers to be subject to
lay-offs if the demand for the firm’s prod-
uctdeclines for cyclical, structural, or firm-
specific reasons.

With the passage of time following their
arrival, immigrants will acquire labor mar-
ketinformation, credentials, and skills spe-
cific to industries and firmsin their adopted
country, and employers will be better able
to identify the work-related characteristics
of immigrant job applicants. In addition,
once pre-immigration skills have been made
transferable to the destination labor mar-
ket, the rate of occupational mobility and
job change will diminish. The result will be
a decrease in quits, layoffs, and discharges
as immigrants acquire experience in the
U.S. labor market.

During their initial period in the United
States, immigrants will also be making in-
vestments in skills that are specific to the
United States but are general with respect
to U.S. employers (Hashmi 1987). These
investments will include enrollment in En-
glish-as-a-second-language programs, as well
as in training programs to increase the
transferability of previously acquired skills
or to acquire new skills. These investments
in human capital may be made in school
rather than on the job. School enrollment
would tend to decrease employment but
not necessarily to increase unemployment,
since it often serves as a substitute for labor
force participation.

One factor that would tend to reduce
new immigrants’ unemployment by com-
parison with the native-born is their eligi-
bility for unemployment insurance (UI)
benefits. Ul benefits are available only to
those who have been employed in a “cov-
ered” job in the past year, and foreign
employment does not qualify. Moreover,
for those who are eligible, weekly benefits
are higher (up to a state ceiling) for those

who received higher weekly wages in cov-
ered employment. It is well established
that the incidence of unemployment is
positively correlated with eligibility for and
weekly benefits from unemployment com-
pensation programs.”

These points suggest the hypothesis that,
all else equal, exceptfor the effect of unem-
ployment compensation benefits, new im-
migrants will have a lower employment ra-
tio (employed as a percent of the popula-
tion) than the native-born, and the employ-
mentratio for immigrants will increase with
duration of residence, but at a diminishing
rate until an asymptote is approached. The
steepness of the curve and the point at
which itlevels out are empirical issues. Itis
also expected that the employment ratio of
immigrants will rise and fall with employv-
mentconditionsin the economyasawhole,
although with a greater amplitude for re-
cent immigrants than for the native-born.

With regard to the unemployment rate
(unemployed as a percent of the labor
force), a higher unemployment rate for
immigrants than for the native-born is ex-
pected in the period immediately following
immigration, followed by a decline in that
rate with duration of residence until an
asymptote is reached. It is also expected
thatimmigrants’ unemploymentrates, like
their employment ratios, will respond to
cyclical economic changes, and with greater
amplitude for recent immigrants than for
the native-born.

*Chiswick and Hurst (1996) provided an analysis
of the receipt of unemployment compensation ben-
efits among immigrants and in comparison to the
native-born. They found that the foreign-born re-
ceived fewer benefits than the native-born in 1989:
that this difference was large in the early vears after
immigration but diminished with duration of resi-
dence: and that it was statistically insignificant after
two decades of residence. The foreign-born who were
naturalized citizens and who were fluent in English
received fewer henefits than aliens and those not
fluentin English. The lower benefits were largely due
to a lower probability of receiving any unemplovment
compensation. The total benefits and the weekly
benefits obtained by recipients who were foreign-
born were either the same as or greater than those of
native-born recipients.
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Immigrants with more schooling and
more labor market experience would be
expected to have a higher employment ra-
tio and a lower unemployment rate than
other immigrants, for the same reasons
that are operative in the case of the native-
born.

Whatisless obvious, however, is whether
the timing of immigration has a permanent
effect. Doesarriving in the United States in
a period of high unemployment, in which
prospects for good jobs for newimmigrants
are slim, place the immigrant in an unfa-
vorable long-term employment situation?
Or, expressed ditferently, doesarriving in a
tight labor market provide not merely a
temporary advantage but also a permanent
advantage because of a better initial place-
ment? Ifinitial conditions have permanent
consequences, thatis, if there is a “scarring
effect” from arriving in a recession, policy
makers and the immigrants themselves need
to take these longer-term consequencesinto
account when making immigration deci-
sions, particularly decisions regarding the
timing of immigration.

A question that arises is whether the
selectivity of immigrants, controlling for
schooling, experience, and country of ori-
gin, varies over the business cycle. Are the
immigrants who arrive in a recession more
favorably selected, perhaps because only
the most able migrate when jobs are scarce?
Alternatively, are those who arrive in a re-
cession less favorably selected, perhaps be-
cause a larger proportion of the migration
is based on family rather than labor market
considerations?’

“Nakamura and Nakamura (1992) found that a
higher national unemployment rate in the year of
entry into the labor market was significantly associ-
ated with a lower current hourly wage among both
immigrant and native-born workers, in both Canada
and the United States. Steward and Hyclak (1984)
found thata higher annual growth rate in real GNP in
the period of entry was associated with higher immi-
grant earnings among the foreign-born in the 1970
Census. These findings may arise either from a less
favorable selectivity of immigrants in a recession or
from a long-term depressing effect on wages from
arriving in a poor labor market.

The “scarring” effect can be measured by
including in the analysis a variable for the
unemployment rate in the economy just
after the immigrant’s arrival in the United
States or entry into the U.S. labor market.
The cyclical indicator used in this study is
the average unemployment rate of men age
20 and over. One measure is the unemploy-
ment rate in the year of arrival or entry into
the U.S. labor market. An alternative mea-
sure is the unemployment rate during the
immigrant’s first three years in the United
States. Both measures are used in this
analysis, as there are advantages and disad-
vantages to each of the two measures of the
unemploymentrate after arrival. The one-
year measure reflects labor market condi-
tions at entry, but it may be sensitive to
problems of immigrant selectivity as a func-
tion of the business cycle. The three-year
measure is less sensitive to the effect of the
business cycle on immigrant characteristics
(selectivity), but is less appropriate as a
measure of labor market conditions at en-
try than is the one-year measure.

The three central issues to be explored
in this study are the time path of immigrant
employment and unemployment with re-
spect to duration of residence, the effect of
the current level of unemployment on im-
migrant employment and unemployment,
and the effect of unemploymentat the time
of arrival on subsequent employment and
unemployment.

Data and Variables

The empirical analysisis based on amerg-
ing of data on the foreign-born from four
separate Current Population Surveys
(CPS’s). The four surveys, conducted in
November 1979, April 1983, June 1986,
and June 1988, were selected because their
special supplements included questions on
immigration, in particular, region of birth
and period of immigration to the United
States.”

"The seasonally adjusted unemployment rates for
these months and their respective years for men age
20 and over were as follows:
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The CPS is astratified random sample of
approximately 60,000 non-institutional
households conducted monthly by the U.S.
Bureau of the Census for the Bureau of
Labor Statistics. From each of the four CPS
samples, two subsamples were extracted,
one of foreign-born and one of native-born
male respondents. The foreign-born sample
consists of men age 25-64 in the survey year
who immigrated to the United States at age
18 or older. Immigrants from Africa were
excluded from the study because of their
small number (100 observations, or 1.9%
of the sample) and substantial heterogene-
ity in race and region of origin. Also ex-
cluded were observations with either year
of immigration or country of birth not re-
ported (3.6% of the sample). The native-
born sample is a 10% sample of white men
born in the United States age 25 to 64 in the
survey year.

By combining the data sets from the four
samples for each of the two nativity groups,
itis possible to estimate the separate effects
oncurrentemploymentand unemployment
of (a) unemployment at arrival and (b)
duration of residence. The dependentvari-
ablesin the analysis are EMPLOYED and UNEM-
PLOYED. EMPLOYED is a dichotomous variable
equal to one if the adult male respondentis
employed and zero if he is unemployed or
not in the labor force, and UNEMPLOYED is a
dichotomous variable equal to one for
members of the labor force who are unem-
ployed. For new immigrants in particular,
school enroliment that assists in the trans-
ferability to the U.S. labor market of previ-
ously acquired skills or that creates new
skills may be an important productivity-
enhancing activity. Following Wilson

Month Year
November 1979 4.4 4.2
April 1983 9.7 8.9
June 1986 6.2 6.1
June 1988 4.6 4.8

Source: Council of Economic Advisers, Economic
Report of the President (U.S. GPO, various years).

For other studies using these four samples, see
Cohen, Zach, and Chiswick (1997), Bachu and
O'Connell (1984), Passel (1985, 1986), Passel and
Woodrow (1987), and Funkhouser and Trejo (1995).

(1987), we may define an “activity rate” as
the proportion of the population that is
either employed or enrolled in school or
engaged in both activities. This measure is
also studied.

The explanatory variables include the
following:

epuc: Years of schooling completed.

exp: Years of potential work experience
(age — education — 5).

SAMPLYR: Survey vear, in particular, di-
chotomousvariables sMpL79, sMP1L.83, sMPL86,
sMPL88, with survey year 1979 serving as the
benchmark.

UNEMP-AR: Average unemployment rate
of men age 20 and over in the United States
in the immigrant’s year of arrival or year of
completion of schooling in the United
States, whichever comes later, or the na-
tive-born respondent’s completion of
schooling.? The age at completion of school-
ing is assumed to be the number of years of
schooling plus 6 years, that is, it is assumed
that there were no interruptions in the
course of schooling for labor market or
other reasons. UNEMP-aR(3) uses the aver-
age unemployment rate in the first three
years after completion of schooling in the
United States. For those who had been in
the United States less than three years at
the time of the survey, the unemployment
rate at arrival is calculated across the years
the respondent was actually in the United
States.

YRS SINCE MIG: Years Since Migration,
coded as a series of dichotomous variables
representing the various durations of resi-
dence in the United States:

YRS SINCE MIG —1: up to and includ-
ing one year in the United States

“The unemployment data are from the Economic
Report of the President (1990), Table C-39, p. 338.
Other than current enrollment status, data are not
available in the CPS on the post-migration schooling
of immigrants. Ithasbeen shown, however, thatadult
immigrants have, on average, very little post-immigra-
tion schooling (Hashmi 1987).
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YRS SINCE MIG 1-2: over one year
and up to and including two years

YRS SINCE. MIG 2-3: over two years
and up to and including three
years

YRS SINCE MIG 3-5: over three years
and up to and including five years

-~ .

YRS SINCE MIG 5—=10:  over five years
and up to and including ten years

YRS SINCE MIG 10-15: over ten years

and up to and including fifteen
years

YRS SINCE MIG 15+: over fifteen
years in the United States

the
SINCE

The benchmark category in
foreign-born analysis is YRS
MIG 10-15.

ORIGIN: Dichotomous variables for Eu-
rope and Canada (the benchmark), asia,
MEXICO, and OTHER AMER (other Latin Ameri-
can countries, including those in the Car-
ibbean).

Analysis

Table 1 reports the means and standard
deviations of the variables used in the pri-
mary analysis of the determinants of em-
ployment in the reference week. The im-
migrants had a lower employment ratio
across the four samples than did white na-
tive-born men (85.1% versus 91.7%). At
the time of interview, the immigrants were,
on average, older by seven years than the
native-born white men, and they had two
fewer years of schooling, for a total of nine
additional years of potential labor market
experience.

Among the immigrants, 24% were born
in Europe or Canada, 36% in Asia, 18% in
Mexico, and 22% in other parts of the
Americas. The immigrants varied in their
duration in the United States. Thirteen
percent had lived in the United States for
two years or less, another 13% for two to
five years, 30% for 5 to 10 years, 20% for 10
to 15 years, and nearly one-quarter (24%)

Reproduced with permission of the copyright owner.
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Table 1. Means and Standard
Deviations of Variables for Foreign-Born
and White Native-Born Men Aged 25-64.

Native Born Foreign Born
Variable (1) (2)

Dependent Variables:

EMPLOYED 917 .851
(.273) (.356)
UNEMPLOYED .049 .063
(.216) (.243)
Explanatory Variables:
EDUC 13.744 11.601
(2.548) (4.868)
EXP 14.622 23.539
(5.693) (11.406)
EXP-SQR 246.214 684.145
(178.879) (616.786)
SMPL—79* 179 216
(.406) (.412)
sMpL—83 251 .237
(.434) (.425)
SMPL-86 .284 .295
(.451) (.456)
sMPL—88 .286 252
(.452) (.434)
UNEMP-AR" 4.080 4.818
(1.387) (1.557)
YRS SINCE MIG —1 .059
(.287)
YRS SINCE MIG 1-2 .070
(.256)
YRS SINCE MIG 2-3 .097
(.295)
YRS SINCE MIG 3-5 .031
(.178)
YRS SINCE MIG 5-10 .295
(.456)
YRS SINCE MIG 10-15* 911
(.408)
YRS SINCE MIG 15+ .237
(.425)
EUR/ CAN*® 239
(.426)
ASIA .358
(.479)
MEXICO .184
(.387)
OTHER AMER 219
(.413)
Sample Size: 6,434 5,365

Note: The means and standard deviations of the explana-
tory variables are for the variables used in the employment
analysis. The sample sizes in the unemployment analysis are
6,201 for the native-born and 4,874 for the foreign-born, the
difference being those not in the labor force. The differ-
ences in the means of the explanatory variables in the two
analyses are trivial.

aBenchmark category in regression analysis for the for-
eign-born.

"Unemployment rate of men age 20 and over in the year
of arrival in the U.S. labor market.

Source: CPS (November 1979, April 1983, June 1986, and
June 1988).
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Table 2.
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Determinants of Employment

for Foreign-Born and White Native-Born
Men Aged 25-64, OLS Model.
(Standard Errors in Parentheses)

Native- Foreign-  Foreign-
Born Born Born Pooled
Variable (1) (2) (3 (4)
EDUC 016%**  004%**  08***  (08***
(.001) (.001) (.001) (.0009)
EXP 018%%%  012%%*  (12%%%  (]Q%**
(.003) (.002) (.002) (.001)
EXP—SQR —.0004%** — 0003*** — 0003*** — (002***
(.0001) (.00003) (.00003) (.00002)
smpPL—83 —.066*%* _ O87*¥*x _ (O82*** _ (77***
(.011) (.017) (.017) (.009)
smMpL-86 —.085%%* _ (052%** _ (46*** _ (45%**
(.011) (.017) (.017) (.009)
sMpPL—-88 -.016 —.049%*x _ (042%* —.034***
(.011) (.018) (.018) (.010)
UNEMP—AR .006* 007 .007 007%**
(.003) (.005) (.005) (.002)
YRS SINCE —. 154%%%x _ 152%%k* _ ]73%%k
MiG -1 (.025) (.025) (.019)
YRS SINCE =.104*%%* _ ()94**x* —.112%*x*
MIG 1-2 (.026) (.026) (.018)
YRS SINCE —.063*** _ (059** —.082%*x*
MIG 2-3 (.024) (.024) (.016)
YRS SINCE -.057 -.055 —.082%**
MIG 3-5 (.036) (.036) (.026)
YRS SINCE -.031** -.026* —.044%%*
MIG 5-10 (.016) (0.15) (.010)
YRS SINCE (a) (a) -.014
mic 10-15 (.011)
YRS SINCE 018 .009 -.001
MIG 15+ (.015) (.015) (.011)
ASIA (a) —.064%** (a)
(.013)
MEXICO (a) 011 (a)
(.017)
OTHER AMER (a) —.030** (a)
(.014)
CONSTANT DOAEEE T4 GkRE T3] ke Br P
(.041) (.038) (.041) (.022)
R SQR .029 .045 .050 044
Sample Size 6,434 5,365 5,365 11,799

“Variable not entered.
*Statistically significant at the .10 level; **at the .05
level; ***at the .01 level (two-tailed tests).
Source: CPS (November 1979, April 1983, June 1986,

and June 1988).

for more than 15 years.

The adult male

unemployment rate was higher, on aver-
age, for immigrants than for the native-

born in the year the immigrants and the
native-born entered the U.S. labor mar-
ket—4.8% versus 4.1%—reflecting higher
immigration ratesand unemploymentrates
in the more recent decades.

Tables 2-5 report OLS and logit model
estimations of the employment and unem-
ployment equations separately for the for-
eign-born and the native-born men, as well
as for the two groups together. In these
tables, the figures in column (1) are from
the equation for the native-born, those in
columns (2) and (3) are from the equation
for the foreign-born, and those in column
(4) are from the equation for the pooled
regression. Tables 2 and 3 show the results
for employment and Tables 4 and 5 for
unemployment. The logit equations
(Tables 3 and 5) also report the derivatives
evaluated at the sample mean of the depen-
dent variable. Table 6 reports the partial
effects of the current unemployment rate
on the individual’s employment to test for
differences in sensitivity to cyclical changes
in economic activity. Table 7 reports the
effects of duration of residence on the “ac-
tivity rate.”

Employment Ratio

Regardless of nativity or statistical proce-
dure (OLS or logit), education has a highly
significant positive effect on employment,
although the effect is significantly smaller
in the immigrant equation than in the na-
tive-born equation (in the t-test for the
difference in coefficients in Table 2, col-
umns (1) and (2), t-ratio = 8.6). Since the
analysis is limited to those who immigrated
at age 18 and older, and since immigrants
acquire relatively little schooling in the
United States, the schooling variable largely
reflects pre-immigration schooling (Hashmi
1987). Total labor market experience also
has a smaller partial effect on employment
among the foreign-born than among the
native-born, although the coefficient for
the native-born has a large standard error
in the logit analysis. Controlling for dura-
tion in the United States, total experience
measures the effect of pre-immigration la-
bor market experience. The finding that
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pre-immigration human capital (schooling
and pre-immigration experience) among
the foreign-born has a smaller effect on
employment than does human capital
among the native-born is consistent with
the hypothesis that skills acquired outside
the United Statesare onlyimperfectly trans-
ferable to the U.S. labor market, as found
in previous studies of earnings and employ-
ment (for example, Chiswick 1978, 1979,
1982; Chiswick and Hurst 1996).

The sample year variables reflect differ-
ences in employment opportunities in the
four survey periods.
were highestin November 1979 (the bench-
mark), aperiod of very low unemployment,
and lowest in April 1983, a period of high
unemployment. In the OLS analysis (Table
2),the negative coefticientsare always larger
in the immigrant than in the native-born
equations, although the differences by
nativity are not statistically significant.
The patternislessclearin the logitanaly-
sis, although the coefficientis more nega-
tive in two of the three time periods
(Table 3).

The employment equations were recom-
puted with a linear unemployment rate
variable replacing the survey year dichoto-
mous variables (Table 6}. Two measures of
the unemployment rate were used: the
seasonally adjusted rate in the survey month,
and the annual rate in the survey year. The
partial effect of the current unemployment
rate on employment is, as expected, nega-
tive and highly statistically significant. What
is at issue, however, is whether the partial
effectislarger for the foreign-born than for
the native-born. The partial effect has a
larger negative magnitude in the foreign-
born.equation, although the difference in
partial effects is not statistically significant.
The data provide weak support for the hy-
pothesis that the employment ratio among
immigrants is more cyclically sensitive than
is the employment ratio among the native-
born.

In the analysis limited to the foreign-
born, Mexican immigrants have the same
employmentratios as European/Canadian
immigrants, ceteris paribus (column 3 in
Tables 2 and 3). Immigrants from Asia and

Employment rates’
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Table 3. Determinants of Employment
for Foreign-Born and White Native-Born

Men Aged 25-64, Logit Model.

Native- Foreign- Foreign-
Born Born Born Pooled
Variable (1) (2) (3) (4)
EDUC 221%%* 035%** 058%** O71x%*
(.019) (.010) (.011) (.008)
0.017 0.004 0.007 0.007
EXP 193%%% 078*** 077%%% JOB2 %%
(.049) (.014) (.014) (.011)
0.015 0.010 0.010 0.008
EXP—SQR —.005%**  _ (Q2*** _ (Q2*** —.002%**
(.002) (.0002) (.0002) (.0002)
-0.0004 -0.0003 -0.0003 -0.0002
smp1—83 —.888**x  _ 8F4*x*k _ TQQr** —. 86F***
(.153) (.158) (.159) (.109)
-0.068 -0.106 -0.101 -0.086
smMp1—-86 —.Hh8¥%E | _ HH2*kE _ Hl]we* —.B73%%%
(.162) (.159) (-159) (.111)
-0.042 -0.071 -0.065 -0.057
sMp1—88 -.269 —.533***x  _ 476%%* —. 4 38%**
(.172) (.168) (.169) (.117)
-0.020 -0.068 -0.060 -0.044
UNEMP—AR .080* 067 .069* 068*%**
(.042) (.041) (.041) (.027)
0.006 0.008 0.009 0.007
YRS SINCEF —1.105%** _] O88*** _] 338***
MIG —1 (.191) (.192) (:151)
-0.140 -0.138 -0.134
YRS SINCE —1.019%** _ Q3] *** _] 204***
MIG 1-2 (.228) (.229) (.178)
-0.129 -0.118 -0.121
YRS SINCE —.562%**  _ 5] 4%%* = 777%*%*
MIG 2-3 (.191) (.192) (.146)
-0.071 -0.065 -0.078
YRS SINCE 558% -.531* —. 871 ¥ h*
MIG 3-5 (.295) (.296) (.249)
-0.071 -0.067 -0.087
YRS SINCE —.308%** -.260%* —.502%**
MIG 5-10 (.188) (.134) (.097)
-0.039 -0.033 -0.050
YRS SINCE (a) (a) -.216*
mic 10-15 (112}
-0.022
YRS SINCE .154 075 -.139
MIG =15+ (.134) (.135) (0.118)
-0.014
ASIA (a) T P (a)
(.113)
-0.067
MEXICO (a) .035 (a)
(.143)
0.004
OTHER AMER (a) —.277** (a)
(.124)
-0.035

Continued
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Table 3. Continued

Native- Foreign- Foreign-
Born Born Born Pooled
Variable (1) (2) (3) (4)
CONSTANT ~]1.920%%% | 20G%EE ] 152%%% g1 5%**
(.569) (.311) (.336) (.229)
-0.147 0.155 0.146 0.092
Goodness
of Fit 6453.03*** 5251.54%%* 5306.36*** ] 1,505.33%**
Sample Size 6,434 5,365 5,365 11,799

Variable not entered

For each variable, the first row is the logit coefficient, the
second row is its standard error in parentheses, and the third
row is the partial derivative of the dependent variable with
respect to the explanatory variable. The derivatives are
evaluated at the sample mean of the dependent variable.

*Statistically significant at the .10 level; **at the .05 level;

***at the .01 level (two-tailed tests)
Source: CPS (November 1979, April 1983, June 1986, and
June 1988)

other parts of the Americas have employ-
ment ratios significantly lower than Euro-
pean/Canadian immigrants, by a statisti-
cally significant 6 percentage points and 3
percentage points, respectively, in the OLS
analysis. The lower employment ratio
among Asian immigrants but not among
other Latin American immigrants s, in part,
due to their higher school enrollmentrate.
When an “activity rate” is used, that is, if
those without jobs who are enrolled in
school are included among the employed,
the Asian coefficient decreases in absolute
value and is at the margin of statistical
significance, while the Latin American co-
efficient hardly changes.'

Among the foreign-born, duration in the
United States has an important impact on
employment ratios (Tables 2 and 3, col-

"The partial effect of Asian and Other Latin Ameri-
can origin on the “activity rate” variable (employed or
enrolled in school):

OLS Logit
ASIA -0.25 -.232

0.12) (0.12)
OTHER AMER -0.29 -.288

(0.13) (0.13)

Standard errors are in parentheses.

umns 2 and 3). Compared with the employ-
mentratio for the benchmark group, immi-
grants with 10 to 15 years’ residence in the
country, the ratio for those who have been
in the United States less than one year is
about 15 percentage points lower (OLS
analysis)—a highly statistically significant
difference; those in the United States 1
to 2 years have employment ratios that
are lower by about 10 percentage points;
and those in the United States 2 to 3 years
have employment ratios that are lower by
6 percentage points. For longer dura-
tions the coefficients are smaller and
generally not significant at the 5% level.
Similar patterns emerge in the logitanaly-
sis.

In the pooled native-born/foreign-born
equations, in both the OLS and logit analy-
ses, those in the United States for one year
or less have lower employment ratios than
the native-born—for example, in the OLS
analyses, the employment ratio is 17.3 per-
centage points (t=-9.1) lower, other things
the same. For longer durations of resi-
dence, however, the absolute values of the
coefficients decline sharply, and they are
not statistically significant beyond 10 years’
residence. This pattern is similar to the
one found in earlier studies using the 1970
and 1990 Censuses of Population and 1976
SIE data (Chiswick 1982; Chiswick and Hurst
1996).

The lower employment ratio for recent
immigrants is in part due to their school
enrollment. Asremarked above, those with-
out a job who are currently enrolled in
school can be combined with the employed
to create an “activity rate.” When the activ-
ity rate is used as the dependent variable,
the only duration group that shows a sig-
nificant difference at the 1% level from the
benchmark duration group (the foreign-
born with 10 to 15 years’ U.S. residence in
the foreign-born analysis and the native-
born in the pooled analysis) is those who
have been in the United States for less than
one vear (Table 7). For all other immi-
grant arrival groups the coefficient is small
and not statistically significant at even the
5% level.

The coefficient of the variable UNEMP-AR
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tests whether, ceteris paribus, the unemploy-
ment rate shortly after entry into the U.S.
labor market affects the respondent’s cur-
rent (time-of-survey) employment. The
coefficients for the foreign-born and the
native-born are positive and have a similar
magnitude, butexceptfor the pooled equa-
tion the coefficients are not significant at
the 5% level. If anything, there is weak
support for the hypothesis that those
(whether foreign-born or native-born) who
enter the U.S. labor marketduring a period
of high unemployment have higher employ-
ment ratios. Perhaps, as speculated above,
those who enter the labor market during
recessions tend to have better work-related
characteristics, on average, than those who
enter the labor market in more favorable
economic times, even after controlling for
other variables. In any event, this result
does not support the hypothesis that join-
ing the labor marketat times of high unem-
ployment produces a permanent scarring
effect.

An alternative procedure is to use the
average unemployment rate during the
immigrant’s first three years in the U.S.
labor market as the measure of labor mar-
ket conditions after arrival. When this sub-
stitution is made, for alternative specifica-
tions the variable for average unemploy-
ment in the first three years is not statisti-
cally significantin the OLS or logit analyses
for the foreign-born or the native-born
equations. Thus, the three year measure
also shows no evidence of a scarring effect.

Unemployment Rate

Tables 4 and 5 report the OLS and logit
analyses for adult men of the unemploy-
ment status of labor force participants. An
additional year of schooling lowers the
unemployment rate of adult men, and the
effect is significantly larger among the na-
tive-born than among the foreign-born.
Labor market experience, on the other
hand, has no significant effect on the un-
employment of either foreign-born or na-
tive-born men in this age group. In both
the OLS and logit analyses, men from
Mexico and other parts of Latin America

299

Table 4. Determinants of Unemployment
for Foreign-Born and White Native-Born
Men Aged 25-64, OLS Model.

(Standard Errors in Parentheses)

Native- Foreign-  Foreign-
Born Born Born Pooled
Variable (1) (2) (3) (4)
EDU( —.009***  _ 005%*** — (04*** — 006
(.001) (.0009) (.001) (.0007)
EXP .001 .0003 L0003 -.0008
(.003) (.001) (.001) (.0009)
EXP—SQR -.00009 -.00001 -.00001 -.000003
(.00009) (.00002) (.00002) (.00002)
smpL-83 D52%*% _ Q7B**% . (Q77¥** 0623 *%
(.008) (.012) (.012) (.007)
SMPL—-86 029%% 028> 026** H28*ex
(.009) (.012) (.012) (.007)
smprL—88 .008 .009 007 .006
(.009) (.013) (.013) (.007)
UNEMP—AR -.0002 -.0007 -.0009 -.0006
(.002) (.004) (.004) (.002)
YRS SINCE 0421%* .044** 050***
MIG —1 (.019) (.019) (.015)
YRS SINCE .001 -.002 .003
MIG 1-2 (.019) (.019) (.014)
YRS SINCE -.009 -.006 -.0003
MIG 2-3 (.018) (.018) (.014)
YRS SINCE .040 .040 [044%*
MIG 3-H (.026) (.026) (.020)
YRS SINCE .003 004 .010
MIG 5-10 (.011) (.011) (.007)
YRS SINCE (a) (a) 011
Mmic 10-15 (.008)
YRS SINCE -.012 -.011 .004
MIG 15 + (.011) (.011) (.008)
ASIA (a) 013 (a)
(.009)
MEXICO (a) 030** (a)
(.012)
OTHER AMER (a) () b g (a)
(.010)
CONSTANT JA62HEE . GOk - GGIER J26%%
(.033) (.028) (.030) (.017)
R SQR .021 .024 .026 .022
Sample Size 6,201 4,874 4,874 11,075

*Variable not entered.
*Statistically significant at the .10 level; **at the .05
level; ***at the .01 level (two-tailed tests).
Source: CPS (November 1979, April 1983, June 1986,
and June 1988).

have higher unemployment rates than Eu-
ropean/Canadian and Asiar}-origin men.
Only those foreign-born men who had
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Table 5. Determinants of Unemployment
for Foreign-Born and White Native-Born

Men Aged 25-64, Logit Model.

Native- Foreign- Foreign-
Born Born Born Pooled
Variable (1) (2) (3) (4)
EDUC = 217*%%*  _74**%%x _ 57*%*  _ ]]2%**
(.026) (.014) (.018) (.012)
-0.010 -0.004 -0.003 -0.006
EXP .048 .003 .003 -.025
(.072) (.024) (.024) (.017)
0.002 0.0002 0.0002 -0.001
EXP—SQR -.003 -.0002 -.0001 00009
(.002) (.0004) (.0004) (.0003)
-0.0001 -1E-05 -6e-06 5e-06
smpi—83 L 123%%% | ]33] %% ] .814%** E197%%*
(.205) (.235) (.236) (-153)
0.052 0.067 0.078 0.062
smp1L—86 JT60*** 663%%* N o L bl 691 *xx
(.215) (.244) (.245) (.160)
0.035 0.039 0.037 0.036
smMpL—88 181 .256 212 176
(.237) (.247) (.275) (.177)
0.008 0.015 0.013 0.009
UNEMP—AR .005 -.055 -.059 -.030
(.054) (.065) (.065) (.038)
0.0002 -0.003 -0.003 -0.002
YRS SINCE 6DB** o97E* .685***
MIG =1 (.310) (.311) (.240)
0.039 0.041 0.036
YRS SINCE .152 174 128
MiG 1-2 (.407) (.409) (.339)
0.009 0.010 0.007
YRS SINCE -.026 .003 .005
MIG 2-3 (.301) (.303) (.235)
-0.002 0.0002 0.0003
YRS SINCE .905%* 913** 820 € b
MIG 3-5 (.437) (.439) (.351)
0.053 0.054 0.048
YRS SINCE 130 142 .185
MIG 5-10 (.193) (.194) (.187)
0.008 0.008 0.010
YRS SINCE (a) (a) LT
miG 10-15 (.152)
0.009
YRS SINCE -.245 -.225 .048
MIG 15+ (.195) (.196) (-175)
-0.014 -0.013 0.002
ASIA (a) .279 (a)
(.191)
0.016
MEXICO (a) .526%* (a)
0.031
(.211)
OTHER AMER (a) %1 . ot (a)
(.188)
0.036
CONSTANT -.747 —2.308%** _2 B68***k ] 64]***
(.800) (.498) (.547) (.342)
-0.035 -0.136 -0.169 -0.085
Continued
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Table 5. Continued

Native- Foreign- Foreign-
Born Born Born Pooled
Variable (1) (2) (3) (4)

Goodness
of Fit

Sample Size

6010.41*** 4830.88*** 4848.85*** ] (),861.23***
6,201 4,874 4,874 11,075

“Variable not entered.

For each variable the first row is the logit coefficient, the
second row isits standard error in parentheses, and the third
row is the partial derivative of the dependent variable with
respect to the explanatory variable. The derivatives are
evaluated at the sample mean of the dependent variable.

*Statistically significant at the .10 level; **at the .05 level;
***at the .01 level (two-tailed tests).

Source: CPS (November 1979, April 1983, June 1986, and

June 1988).

been in the U.S. less than one year at the
time of the interview had a higher unem-
ploymentrate (byabout 4 percentage points
in the OLS analysis) than the benchmark
group (those who immigrated 10 to 15
years ago), although in the logit analysis
the 3-to-5-year immigrant cohort also has a
marginally higher rate (t = 2.1 in Table 5,
columns 2 and 3). For the other durations,
the coefficients and t-ratios are very low.
Moreover, compared with the native-born,
onlyimmigrants who had beenin the United
States less than one vear and those who had
been there 3-5 years had higher unemploy-
ment rates, although in the OLS analysis
the coefficient on the 3-5-year duration
variable is close to the margin of signifi-
cance (t=2.2).

Logit analysis was also used to compute
the effect of the current unemployment
rate (in the survey month or the survey
year) on the unemployment status of the
respondent (Table 6). The current unem-
ployment rate has a highly significant posi-
tive effect on the respondent’s unemploy-
ment, which is to be expected. The partial
effect of the explanatory variable evaluated
at the mean of the dependent variable is
larger in the foreign-born equation, al-
though the difference is not statistically
significant. This provides weak support for
the hypothesis that unemployment among
the foreign-born is more cyclically sensitive
than is unemployment among the native-
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Table 6.

Logit Coefficients for the Effect of Current Unemployment Rates on

Employment and Une mp]mm( nt, Fore lon—Bm n An(l White \dll\( -Born Men Aged 25-64.*

E m/‘)/u\ ment

( ne m/ Hloyment

Current Unemployment Rate Native-Born

Foreign-Born

\rl/hl [)’WI/

Foreign-Born

Survey Month -0.136
(0.021)
-0.0104

(0.0016)

-0.165

(0.025)

-0.0126
(.0019)

Survey Year

‘Current unemployment rate is for men age

-0.091 0.181 0.218
(0.020) (0.026) (0.028)
-0.0115 0.0084 0.0129
(.0025) (.0012) (.0017)
-0.114 0.219 0.264
(0.024) (0.032) (0.034)
-0.0145 0.0102 0.0156
G (IH"I)) (.0015) (.0020)

’H md over in the C ]’S survey munth or in the survey yeai

Controlling for Epuc, EXp, EXPSQ, UNEMP—AR and, in the foreign-born equations, period of immigration, and region

of origin.

For each variable, the first row is the logit coefficient,
third row is the partial derivative of the dependent variable with respect to the explanatory variable,

fourth row is its standard error.
Source:

born.

In both the OLS and logit analyses, the
variable for the unemployment rate at ar-
rival is negative in the foreign-born equa-
tions, but consistently has a t-ratio less than
unity. It is also statistically insignificant
when the three-year measure is used. The
unemployment rate at entry into the U.S.
labor market has no effect on the subse-
quent unemployment experience of either
the foreign-born or the native-born.

Summary and Conclusions

This paper hasanalyzed the employment
and unemployment experience of adult
(age 25-64) immigrants to the United States
bv combining data from four separate CPS
samples thatincluded information on coun-
try of birth and year of immigration for the
foreign-born. It finds that schooling and
total labor market experience had a smaller
positive effect on the employment of immi-
grants than on the employment of native-
born white men, and schooling had a
smaller negative effect on unemployment,
suggesting that pre-immigration skills are
less relevant in the U.S. labor market than
are the skills acquired by the native-born,
There is weak support for the hypothesis

Reproduced with permission of the copyright owner.

the second row is its standard error in parentheses, the
and the

The derivatives are evaluated at the sample mean of the dependent variable.
Regressions computed from CPS (November 1979, April 1983, June 1986, and June 1988).

that immigrants’ employment and unem-
ployment experience is more sensitive to
cyclical changes in economic activity than
1s that of native-born adult white men.

Recent immigrants had a lower employ-
ment ratio and a higher unemployment
rate than those with a longer duration in
the country, but the effect is short-lived.
The employment differential declines
sharply with duration and disappears by 10
years’ residence in the United States. The
unemployment difference disappears even
sooner—by the end of the first year or, at
latest, by the third year. Similar patterns
have been found in the large cross-sec-
tional data sets from the 1970 and 1990
Censuses and the 1976 Survey of Income
and Education, suggesting that there has
been no change over time in the effect of
duration of residence on employment and
unemployment status.

Compared with European/Canadian
immigrants, Asian immigrants had a lower
employmentratio (by 6 percentage points)
but the same unemploymentrate. Mexican
immigrants, on the other hand, had the
same employmentratio but a higher unem-
plovment rate. These patterns imply a
higher labor force participation rate for
Mexican immigrants and a lower rate for

Further reproduction prohibited without permission.
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Table 7.

Partial Effect on the “Activity Rate” of Period of Arrival,

Foreign-Born and White Native-Born Men Aged 25-64, OLS and Logit.

OLS Logit

Period of Arrival Foreign-Born Pooled Foreign-Born Pooled
YRS SINCE MIG —1 ~.(08*** —.075%*% —.739%** —.633% %%

(.023) (.019) (.201) (.189)

-0.094 -0.063

YRS SINCE MIG 12 -.034 -.006 —.441* -.255

(.023) (.019) (.259) (.242)

-.056 -0.026

YRS SINCE MIG 2~3 -.003 -.010 -.076 .092

(.022) (.017) (.223) (.199)

-0.010 0.009

YRS SINCE MIG 3~5 -.025 -.019 -.304 -.273

(.032) (.025) (.314) (.290)

-0.039 -0.027

YRS SINCE MIG B~10 -.019 -.022* -.219 -.063

(.015) (.012) (.144) (.142)

-0.028 -0.006

YRS SINCE MIG 10-15 012 .076

(a) (.012) (a) (.146)

0.008

YRS SINCE MIG 15 + .020 0.20 170 110

(.014) (012} (.136) (.142)

0.022 0.011

Note: Also controlling for Epuc, Exp, EXPSQ, SAMPL—83, saMPL—86, samMprL—88, and uNEMP-AR. Pooled analysis

includes region of origin variables for the foreign-born.

‘Variable not entered.

The first row is the regression coefficient, the second row is the standard error, and the third row in the logit
analysis is the partial derivative of the dependent variable with respect to the explanatory variable, evaluated at

the sample mean of the dependent variable.

*Statistically significant at the .10 level; **at the .05 level; ***at the .01 level (two-tailed tests).
Source: Regressions computed from CPS (November 1979, April 1983, June 1986, and June 1988).

Asian immigrants than for European/Ca-
nadian immigrants. For the Mexican immi-
grants, relatively low school enrollmentand
a high propensity to return to the origin
countryrather than remain out of the labor
force in the United States may explain the
higher participation rate. Among the Asian
immigrants, higher school enrollment may
be responsible for the lower labor force
participation rate.

These findings on employment and un-
employment augment findings from the
research on the rise in weekly or hourly
earnings with duration of residence in the
United States, which has dominated the
immigrant adjustment literature. Employ-
ment ratios increase with duration of resi-
dence in the first decade and thereafter

reach a plateau, while unemployment rates
decrease with duration and reach a level
comparable to that of the native-born after
one to three years. Thus the increase in
annual earnings with duration of residence
is even steeper in the first decade after
arrival than would be suggested by the lit-
erature on earnings, which typically studies
hourly wages or weekly earnings. This im-
plies that the “catch up” with the native-
born in hourly and weekly earnings in
the second decade that has been found
in other research would also be found for
annual earnings (Chiswick 1978, 1979,
1980).

There is no support for the hypothesis
that arriving in the United States during a
period of high unemployment (a reces-
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sion) has an adverse long-term effect on
employment opportunities or the incidence
of unemploymentamong the foreign-born.
Perhaps the postwar recessions have been
too mild and too short-lived to have signifi-
cant effects on immigration flows and the
long-term labor market adjustment of im-

migrants. These findings suggest that im-
migration policy need not be based on a
concern that those who enter during reces-
sions like those experienced during the
postwar period will suffer a permanent dis-
advantage (“scarring”) in theiremployment
status.
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