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Over the 2000-2005 period, immigration levels remained very high and roughly half of new immigrant workers 
were illegal. This report finds that the arrival of new immigrants (legal and illegal) in a state results in a decline 
in employment among young native-born workers in that state. Our findings indicate that young native-born 

workers are being displaced in the labor market by the arrival of new immigrants. 

• Between 2000 and 2005, 4.1 million immigrant workers arrived from abroad, accounting for 86 percent of the 
net increase in the total number of employed persons (16 and older), the highest share ever recorded in the United 
States.

• Of the 4.1 million new immigrant workers, between 1.4 and 2.7 million are estimated to be illegal immigrants. 
This means that illegal immigrants accounted for up to 56 percent of the net increase in civilian employment in 
the United States over the past five years.

• Between 2000 and 2005, the number of young (16 to 34) native-born men who were employed declined by 1.7 
million; at the same time, the number of new male immigrant workers increased by 1.9 million.

• Multivariate statistical analyses show that the probability of teens and young adults (20-24) being employed was 
negatively affected by the number of new immigrant workers (legal and illegal) in their state. 

• The negative impacts tended to be larger for younger workers, for in-school youth compared to out-of-school 
youth, and for native-born black and Hispanic males compared to their white counterparts. 

• It appears that employers are substituting new immigrant workers for young native-born workers. The estimated 
sizes of these displacement effects were frequently quite large.

• The increased hiring of new immigrant workers also has been accompanied by important changes in the structure 
of labor markets and employer-employee relationships. Fewer new workers, especially private-sector wage and sal-
ary workers, are ending up on the formal payrolls of employers, where they would be covered by unemployment 
insurance,  health insurance, and worker protections.

Introduction
During the last five years, new immigrants have accounted for an overwhelming share of the growth in the number of 
employed persons in the United States. Native-born adults and established immigrants have been unable to capture 
much of the new employment opportunities that have been created in the nation since 2000. The number of employed 
persons in the civilian working-age (16 and over) population rose by 4.835 million between 2000 and 2005. During 
2005, a total of 4.134 million new immigrants were working in the United States. New immigrants who entered the 
United States since 2000 and were still residing here during 2005 accounted for 86 percent of the total increase in 
employment in the nation over the 2000 to 2005 period. Native-born and established immigrants accounted for less 
than one-sixth of the total rise in civilian employment that occurred in the nation over the past five years. These find-
ings differ by gender. Among men, new immigrants accounted for all of the rise in employment, as the total number 
of employed men in the nation increased by only 2.665 million while the number of employed new immigrant males 
was 2.767 million during 2005. For the first time since the end of World War II, there has been no gain in employment 
among native-born men over a five-year period.
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A substantial share of employed new immigrants 
appear to be illegal workers, often employed in off-payroll 
jobs that are increasingly concentrated in a newly emerg-
ing informal sector of the American labor market. The 
Pew Hispanic Center estimates that there were 4.4 million 
illegal immigrants residing in the United States in 2005 
who had entered the country since 2000.1 We estimate that 
2.857 million of these new illegal immigrants were actively 
participating in the labor force during 2005 and that about 
5.5 percent of the immigrant labor force was unemployed.2 
With a labor force of 2.857 million and an estimated un-
employment rate of 5.5 percent, we conclude that the 

number of new illegal immigrants who were working in 
the United States during 2005 was 2.7 million. This means 
that about two-thirds of all employed recent immigrants in 
the United States were working illegally during 2005 and 
that more than one-half (56 percent) of the total rise in 
employment that occurred in the nation between 2000 and 
2005 was attributable to the growth in employment among 
illegal immigrant workers. 

 The extraordinarily high share of new employ-
ment captured by new immigrants was accompanied by 
a powerful shift in the organization of the nation’s labor 
markets. In a subsequent section of this report we will pro-

vide evidence that some employers have 
begun to re-organize work in ways that 
systematically exclude certain native-
born workers, especially those under the 
age of 35, from employment and that 
create work that does not meet the basic 
labor standards that have been devel-
oped over the years by federal and state 
legislation, custom and tradition, and 
through labor-management/collective 
bargaining agreements. 

The ability of the nation’s teen 
and young adult (20-24) population 
to become employed has deteriorated 
badly over the past five years. Employ-
ment levels for all those aged 16 to 34 
have fallen by more than 1.5 million be-
tween 2000 and 2005, even as the total 
number of employed persons increased 
by more than 4.8 million over the same 
period of time. Several alternate expla-
nations might help explain this employ-

ment decline among young people in the nation. 
Part of the explanation could simply be associated 
with demographic change. Reductions in the size 
of the teen and young adult age cohorts can result 
in employment declines even though the likelihood 
of a member of that cohort finding work doesn’t 
change. Alternately, changes in the likelihood of be-
coming employed can reduce the number of young 
people working. The first explanation has no valid-
ity since the number of native-born people aged 16 
to 34 rose as the echo generation (baby boomers’ 
children born between 1978 and 1996) moved into 
this age group in large numbers.

The number of native-born males aged 16 
to 34 in the population increased by nearly 1.1 mil-
lion between 2000 and 2005.3 Rather than reduc-
ing employment levels, these demographic forces 
would have been expected to increase overall em-
ployment levels of native-born males aged 16 to 34. 
Indeed, we estimate that if the proportion of native-

Table 1. Changes in the Number of Employed Persons 
16 and Older by Gender and Nativity Status, 2000-2005:  
United States (in 1000s, annual averages)

Gender Group

All
Men
Women

(A)

Employment
Change

4,835
2,665
2,170

(B)

Number of New 
Immigrant Workers1

4,134
2,767
1,367

(C)

% of Employment 
Change Due to 

New Immigrants

85.5
103.8
63.0

1 A new immigrant is a foreign-born individual who migrated to the United States between 
2000 and 2005 and was working at the time of the 2005 CPS surveys.
Sources:  (i)  CPS monthly surveys, public use files, 2000 and 2005, tabulations by the 
Center for Labor Market Studies. (ii) U.S. Bureau of Labor Statistics, web site, www.bls.gov.

Table 2. Changes in Employment in the United 
States, 2000-2005, by Age Group and Nativity 
Status (numbers are annual averages in 1000s)

Age Group

16-34
35-54
55+

(A)

All 
Employed

-1,529
1,090
5,263

(B)

New 
Immigrant
Employed1

2,708
1,285

142

(C)

Native-Born Workers 
and Established 

Immigrants2

-4,237
-195

5,121

1 New immigrant employed are foreign-born workers who arrived in the United 
States between 2000 and 2005.
2 Established immigrants are those who arrived in the United States prior to 
calendar year 2000.
Sources: (i) U.S. Bureau of Labor Statistics, web site, www.bls.gov, 
tabulations by authors. (ii) 2005 monthly CPS household surveys, public use 
files, tabulations by authors.
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Table 3. Changes in the Employment / Population Ratios of 
16-34 Year Old, Native-Born Men and Women in the U.S. by 
Age Group, 2000-2005 (annual averages in percent)

Age Group

Males
16 – 19
20 – 24
25 – 29
30 – 34

Females
16 – 19
20 – 24
25 – 29
30 – 34

(A)

2000

45.7
76.3
89.0
91.5

46.8
70.5
77.4
75.1

(B)

2005

36.4
70.8
84.7
88.7

39.5
66.7
72.9
73.2

(C)

Percentage-Point 
Change (B – A)

-9.3
-5.5
-4.3
-2.8

-7.3
-3.8
-4.5
-1.9

(D)

Percent Change
(B – A / A)

-20
-7
-5
-3

-16
-5
-6
-2

born young males working during 2005 were the same as 
the share of native-born workers employed during the full 
employment year of 2000, 1.721 million more young na-
tive-born men would have been at work during that year. 
Employment among native-born young men declined not 
because there were fewer young men, but because their em-
ployment rates declined precipitously. The employment to 
population (E/P) ratio of young males has fallen sharply 
over the last five years. Some of these declines are quite 
extraordinary and, in the case of male teens, the 2005 E/P 
ratio was the lowest in the nation over the entire 58-year 
period covered by the Current Population Survey (CPS) 
teen employment series.

Among females, the trends in employment have 
been similar. While the size of the 
young native-born and established-
immigrant female population has 
increased at about the same rate as 
males, the number who are employed 
has declined sharply. Similar to find-
ings for their male counterparts, the 
E/P ratio of native-born female teens 
and young adults fell considerably 
over the last five years, accounting 
for all of the decline in employment 
among young native-born females. 
If native-born teen and young-adult 
females had been able to maintain 
their employment rate at the same 
level as the full employment year of 
2000, then the number who were em-
ployed in 2005 would have increased 
by 1.382 million.

The decline in employment 
levels among native-born teens and 
young adults implies that employers 
have turned to alternative sources of 
labor supply to meet their labor re-
quirements. One alternative source 
of substitute labor is, of course, the 
surging older worker population fu-
eled by the baby boom age cohort 
entering their pre-retirement years 
in the past five years. These indi-
viduals represent a ready potential 
source of substitute workers for 
teens and young adults. The other 
potential alternative source of la-
bor supply is the flow of new im-
migrants to the United States since 
2000. Large numbers of new for-
eign workers, the majority of whom 
entered the United States and work 
here illegally, also represent a ready 

source of labor supply to take the place of native-born and 
established-immigrant teens and young adults in the na-
tion’s labor markets.

As noted below, the job deficit for native-born 
male teens and young adults in the nation was 1.721 mil-
lion, while the number of new immigrant male workers in 
the same age group in 2005 was 1.859 million (Table 4). If 
the jobs held by new immigrant males aged 16 to 34 were 
made available to jobless native-born males, then the job 
deficit among the native-born would be completely elimi-
nated. Among women, the substitution of jobless native-
born young women for recent young female immigrants 
would result in the native-born female job deficit declin-
ing by more than 60 percent. Overall, nearly 90 percent 

Table 4. Comparisons of the Hypothetical Increase in the 
Number of Employed  Native-Born Workers Ages16-34 in 
2005 with the Number of New Immigrant Workers Ages16-34 
Over the 2000-2005 Time Period, Total and by Gender

Gender Group

16-34, Men
16-34, Women
16-34, Total

(A)

Hypothetical Increase 
in Native-Born 

Employment in 2005

1,721,000
1,382,000
3,103,000

(B)

Number of New 
Immigrant Workers 

in this Age / Gender 
Group in 2005

1,859,000
849,000

2,708,000

(C)

Ratio of B/A

1.08
.61
.87
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of the native-born teen and young adult job deficit that 
has emerged over the last five years would be eliminated 
if native-born teens and young adults worked in jobs now 
held by recent immigrants of the same age. While some 
mismatches in the occupational composition of employ-
ment might occur between native-born and foreign-born 
workers, the jobs held by these groups are quite similar to 
jobs in all occupations simultaneously held in large num-
bers by both foreign-born and native-born workers.4 These 
findings strongly suggest that a major proportion of the 
native-born job deficit of teens and young adults that has 
developed in the United States over the past five years is 
the result of newly arrived, young female, and especially 
male immigrants displacing these potential workers from 
employment. Native-born older workers are a much less-
likely substitute for employers who hire many fewer na-
tive-born teens and young adults. Native-born older work-
ers have differing levels of work experience, expectations 
of hours and weeks of work, and are paid at considerably 
higher wage rates than are teen and young adult workers. 
Recent young immigrant workers are much closer substi-
tutes for young native-born workers compared to the aging 
members of the baby boom generation. 

Impacts of New Immigrants 
on Young Adult Employment 
Most studies of the economic impacts of immigration on 
native-born workers have focused on wage and annual 
earnings impacts rather than employment impacts. There 

is a general tendency among labor market analysts to as-
sume that, as a result of labor market and wage flexibility, 
there are few job displacement effects of immigration on 
native-born workers, citing older studies to back up these 
opinions. Several more recent statistical studies, however, 
indicate that less-educated native-born workers, teenagers, 
and black males do suffer employment declines as a result 
of immigrant labor inflows.5 Ethnographic research work 
in Boston, Chicago, Los Angeles, New York City, and other 
large central cities across the nation has revealed that young 
immigrant workers are often preferred by employers over 
poorly educated native-born workers, especially those from 
inner city neighborhoods characterized by high poverty 
rates.6

One might well expect the labor displacement ef-
fects of immigration to be low in periods of full employ-
ment, when job opportunities are abundant and vacancy 
rates are high, such as the late 1990s in the United States 
when employment rose across the board among both most 
native-born workers and new immigrant workers. How-
ever, in more slack labor market environments, such as the 
2003-2004 period, one might well expect that a rise in the 
supply of immigrant labor could generate displacement 
impacts on native-born workers, especially among those 
in most direct competition for available jobs with newly 
arrived immigrant workers, such as young, native-born 
adults with limited formal schooling, especially those in 
central cities. 

To test whether the influx of new immigrant work-
ers over the 2000-2003 period had an adverse effect on the 

employment prospects of 
the nation’s young adults 
(16-24 years old), we es-
timated a series of multi-
variate statistical employ-
ment models for young 
adults, including a variable 
representing the relative 
size of new immigrant in-
flows into the labor force 
of the state in which the 
young adult resided at the 
time of the 2003 Ameri-
can Community Survey 
(ACS).7 The relative sizes 
of these new immigrant 
labor force inflows varied 
quite considerably across 
states between 2000 and 
2003. The size of these 
immigrant inflows ranged 
across the 50 states and the 

Table 5. The Estimated Impact of a One Percentage-Point Increase 
in the State Labor Force Due to New Immigration Since 2000 on the 
Predicted Probability of Employment Among 16-24 Year Olds in 2003

Group

All 16-24 year olds
16-24 year old native born
16-24 year old men
16-24 year old women
16-24 year old in-school youth 
16-24 year old men with 12 or fewer years of school 
16-24 year old men with 13 or more years of schooling
16-24 year old women with 12 or fewer years of school
16-24 year old women with 13 or more years of school 
16-24 year old black youth, no high school diploma

(A)

Estimate Percentage-
Point Impact

-1.2
-1.1
-1.6
-.9

-1.8
-1.6
-1.6
-1.3
-.4

-2.4

(B)

Sig. Of
Coefficient

.01

.01

.01

.01

.01

.01

.01

.01
Not significant at .05

.05

Source:  2003 ACS surveys, tabulations by authors
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District of Columbia from a low of .2 percent to a high of 
3.9 percent, with a mean of 1.63 percent.

The dependent variable in this multivariate statis-
tical model was the employment status of a 16-24 year-old 
respondent at the time of the 2003 ACS. The variable was 
a dichotomous variable that took on the value of one if the 
respondent was employed (either part-time or full-time) 
and the value of zero if he/she was not employed at the 
time of the ACS. The right-hand-side predictor variables 
included the gender, age, race-ethnic group, and educa-
tional attainment of the respondent, the unemployment 
rate of the state in which he/she resided at the time of the 
survey in 2003, and the relative size of new immigrant la-
bor inflows into the state since 2000. We estimated these 
employment probability models for all 16-24 year olds and 
for a variety of gender, nativity, gender and schooling, and 
school enrollment subgroups.8 The findings in Table 5 dis-
play the estimates of a one percentage-point increase in the 
state labor force due to new immigration on the probability 
of employment among young adults.

For the entire sample of 16-24 year olds,9 a one 
percentage-point increase in the state labor force due to 
new immigration would have lowered the predicted em-
ployment rate of such youth by 1.2 percentage points. The 
estimated impact was highly statistically significant (.001). 
For a state with a recent large influx of new immigrants (a 
three percentage-point rise in the civilian labor force of the 
state), the probability of employment among 16-24 year 
olds in that state would have declined by a substantial 3.6 
percentage points. 

The estimated impacts of new immigrant workers 
on the employment rates of 16-24 year olds were approxi-
mately the same for the native-born as they were for 
all 16-24 year olds, but as expected were consider-
ably larger for men than for women (-1.6 percent-
age points for men versus -.9 percentage points for 
women),10 and were larger for less-educated women 
than for women with some post-secondary school-
ing.11 The finding of larger adverse employment 
impacts for men than for women is not surprising 
given the relatively high share of new immigrant 
workers that were men (66 percent). Larger adverse 
impacts for less-educated workers were also expect-
ed given the above-average share of new immigrant 
workers who lacked a high school diploma and 
the weaker national labor market for less-educated 
native-born workers during this time period. The 
results in Table 6, thus, provide substantive empiri-
cal evidence that the recent influx of new immi-
grant workers has resulted in job losses for many 
subgroups of young adults in the nation, especially 
in those states that were more heavily impacted by 
new immigrant labor. Males, in-school youth, less-
educated workers, and black males appear to have 

been more adversely affected than other demographic sub-
groups of young adults.

The availability of the public use micro data from 
the 2004 ACS allowed us to update our findings on the 
impacts of new immigrant worker inflows in states on the 
employment probabilities of very young adults. Given 
the continuing severe labor market problems of teens and 
youth in their early 20s throughout 2004, we selected 16-
20 year olds for our analysis. There were observations for 
approximately 74,000 youth in this age group on the ACS 
public use files, of whom 58,600, or nearly 80 percent, 
were enrolled in school at the time of the ACS survey’s 
completion.12

The dependent variable in these models is the em-
ployment status of the respondent at the time of the survey. 
Those employed respondents, including persons with a job 
but temporarily absent due to vacation, weather-related 
factors, etc., were coded as a “1” and all others as “0.” In 
these models, we control for a wide array of demographic 
and family income background variables, the school enroll-
ment status and educational attainment of the respondents, 
the unemployment rate of the state in which they lived, 
and the relative size of new immigrant worker inflows since 
2000.13

These regression models of young adult employ-
ment rates were estimated for all 16-20 year olds and for a 
variety of gender, race, and school enrollment subgroups. 
Estimates of the impact of new immigrant inflows on the 
probability of employment of young adults are displayed 
in Table 6.

For the entire group of 16-20 year olds, the pres-
ence of new immigrants in their state’s workforce had a 

Table 6. The Estimated Impact of New Immigrant 
Worker Inflows in States on the Probability of 
Employment of 16-20 Year Olds in 2004

Group of Youth

All
Enrolled In-School
Out-of-school
Men
Women
Black
Native Hispanic
Black Men
White Men
Non-White Men

Estimated Impact
(in Percentage Points)

-.021
-.024
-.006
-.022
-.019
-.014
-.021
-.030
-.022
-.023

Sig. ofEstimated
Impacts

.01

.01

.05

.01

.01

.01

.01

.01

.01

.01

Source:  CLMS analyses of ACS 2004 data for 16-20 year old, civilian youth 
not living in group quarters.
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strong, statistically significant, negative impact on the like-
lihood that they will be employed. A one percentage-point 
increase in the share of new immigrants in the state’s work-
force will reduce the probability of employment of young 
adults by 2.1 percentage points. The effects of new immi-
grant workers are negative and statistically significant for 
each subgroup of young adults in Table 6, and are equally 
large for both men and women,14 but they are much larger 
for in-school youth than for out-of-school youth (2.4 per-
cent vs. 0.6 percent). The size of the coefficient was highest 
for black men, implying that they are the most adversely 
affected by new immigrant inflows. 

New Immigrant Workers’ 
Impact on the Job Market
The rise in immigrant employment, especially among ille-
gal workers, over the past decade has been accompanied by 
a number of important changes in the structure of employ-
ment relationships in U.S. labor markets. Recent years have 
seen the growth in contractor employment relationships 
and the use of independent consultants and off-the-books 
workers.15 These newly hired workers do not go on the for-
mal payrolls of the firms that hire them, and they typically 
are not paid employee benefits such as health insurance and 
pension benefits or covered by the Unemployment Insur-
ance, workers compensation, or Social Security systems.

These changing employment relationships are not 
simply revealed in growing media coverage of labor market 
developments at the local level, but also show up in the 
large differences between employment changes registered 
by the two national surveys used by the U.S. Bureau of La-
bor Statistics to estimate monthly employment, the Current 
Employment Statistics Survey (CES) payroll survey and the 

Current Population Survey (CPS) household survey.16 The 
CES generates a monthly count of wage and salary payroll 
jobs from a monthly sample of about 160,000 businesses 
and federal, state, and local government organizations cov-
ering 400,000 individual establishments that participate in 
the unemployment insurance system. The CES is consid-
ered by many economic and financial analysts to be the 
primary source of data on wage and salary job growth and 
decline in the nation and among states and is a primary 
topic of discussion and analysis in BLS’ monthly Employ-
ment Situation news release, which is widely covered by 
the national media. One of the most important uses of the 
CES data at the national level is to measure the job-gener-
ating performance of the economy over the course of the 
business cycle. 

A second source of information on monthly em-
ployment trends at the national and state levels is the find-
ings of the CPS. The CPS is a survey of approximately 
60,000 households conducted each month by the Census 
Bureau for the U.S. Bureau of Labor Statistics. Unlike the 
CES, which measures only the number of private and public 
formal payroll jobs, the CPS provides a more comprehen-
sive count of the number of employed persons ages 16 and 
older each month. The CPS employment count includes 
not only workers in traditional wage and salary jobs, but 
also workers outside the scope of the payroll employment 
survey, including agricultural workers, the self-employed, 
independent contractors, unpaid family workers, and some 
“under the table” or “off-the-books” workers.17 The CPS 
survey counts each employed person only once, regardless 
of the number of jobs he/she holds at the time of the sur-
vey, while persons holding multiple wage and salary jobs 
will be counted twice in the CES. Historically, the CPS and 
CES employment measures have tracked one another fairly 
well. However, during the past five years considerable dif-

ferences have emerged 
between the two sur-
veys’ estimates of the 
overall increase in the 
nation’s employment 
levels, with the CPS 
showing much greater 
growth in private sec-
tor wage and salary 
employment. These 
findings stand in 
sharp contrast to that 
observed for earlier 
time periods.

During both 
the 1980s and 1990s 
economic expansions, 
the growth in payroll 
employment levels in 

Table 7. Non-Agricultural Wage and Salary Employment Changes in the 
United States, 16 Quarters from the Trough of the Last Six Recessions 
(seasonally adjusted, in millions)

 Cycle Trough

1961 Q1
1970 Q4
1975 Q1
1982 Q4
1991 Q1
2001 Q4

16 Quarters 
After Trough

1965 Q1
1974 Q4
1979 Q1
1986 Q4
1995 Q1
2005 Q4

Employment
at Trough

53.475
70.459
76.769
88.704

108.530
131.130

Source:  U.S. Bureau of Labor Statistics, Current Employment Statistics Survey, seasonally adjusted quarterly 
average data, downloaded from www.bls.gov May 18, 2006.

Employment
16 Quarters
after Trough

59.648
78.124
89.046

100.173
116.479
134.161

Employment
Change

6.174
7.665

12.278
11.469
7.949
3.031

Percent

11.5 %
10.9 %
16.0 %
12.9 %
7.3 %
2.5 %
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the nation was greater than that measured by the house-
hold survey. Typically, payroll employment levels in the na-
tion grow rapidly during the early stages of recovery from 
an economic recession. Rising Gross Domestic Product 
(GDP) increases the demand for labor by employers who 
then add more workers to their payrolls. Over the period 
from the early 1960s though 2000, the nation experienced 
five recoveries from economic recessions. On average, the 
nation’s wage and salary employment levels increased by 
11.7 percent during the first four years of recovery for these 
five post-recession periods. The rates of new job creation 
varied from a low of 7.3 percent during the early stages of 
recovery from the 1990-1991 recession to a 16 percent rise 
in the nation’s wage and salary employment levels during 
the recovery from the recession of 1974-75. 

However, the rate of job growth during the first 
four years of recovery from the recession of 2001 has been 
much slower than the historic pace of national payroll em-
ployment growth in recovery periods. Despite robust rates 
of growth in real GDP, strong growth in corporate profits, 
and a stock market boom, the nation’s rate of new payroll 
employment growth was just 2.5 percent between 2001 Q4 
and 2005 Q4. This rate of new job creation was equal 
to only one-fifth of the historical average rate of new 
job creation over the 
previous five recover-
ies (Table 7).  
Why has the rate of 
payroll employment 
growth been so slow 
over the past four 
years, given the strong 
overall performance of 
the nation’s economy 
by most key economic 
indicators? Increased 
labor productivity 
growth appears to be 
an important explana-
tion, but part of the 
answer is associated 
with strong growth 
in off-payroll em-
ployment, especially 
among the recent-im-
migrant population. 
Since the end of the 
2001 recession in 
the fourth quarter of 
2001, payroll employ-
ment in the nation 
increased by just 3.23 
million jobs while the 
number of working-

age persons who were employed, according to the CPS, 
rose at twice that pace, increasing by 6.446 million (Table 
8). Unlike the employment expansions of the 1980s and 
1990s, when payroll employment growth substantially out-
paced that of household employment, the current recovery 
is characterized by a new pattern of job growth.

Over the entire 2000 to 2005 period, the nature 
of the relationship between the employment growth esti-
mates of the two surveys has changed radically. Between 
2000 and 2005, wage and salary employment levels, as 
measured by the CES, rose by only 1.678 million or 1.3 
percent while the CPS found that the number of employed 
workers increased by 4.672 million over the same period 
of time (Table 9). On an annual average basis, we find that 
employment as measured by the CES business establish-
ment survey increased from 131.785 million during 2000 
to 133.463 million by 2005, an increase in non-agricultural 
payroll jobs of only 1.678 million. In contrast, the house-
hold survey found that the number of working-age persons 
employed in the nation increased from 136.934 million to 
141.606 million, a rise of 4.672 million over the 2000 to 
2005 period, a difference of nearly three million.

The CPS household survey measured a rise in 
employment that was nearly three times greater than 

Table 8. Comparisons of National Employment Growth Between 2001 Q4 
and 2005 Q4 from the CPS Household Survey and the CES Business 
Establishment Payroll Survey (quarterly averages, numbers in millions)

CES Business Establishment Survey
CPS Household Survey
Gap Between CPS and CES

2001 Q4

130.932
136.225

Source:  U.S. Bureau of Labor Statistics, Current Employment Statistics Survey and Current Population Survey 
data seasonally adjusted quarterly average data, downloaded from www.bls.gov May 18, 2006.

 
2005 Q4

134.161
142.671

Absolute 
Change

3.229
6.446
3.217

Relative 
Change

2.5 %
4.7 %

Table 9. Comparisons of National Employment Growth Between 2000 
and 2005 from the CPS Household Survey and the CES Payroll Survey
(annual averages, numbers in millions)

CPS Household Survey
CES Establishment Survey
Gap Between CES and CPS Growth Estimates

2000

136.934
131.785

Source:  U.S. Bureau of Labor Statistics, “Labor Force and Employment Estimates Smoothed for Population 
Adjustments, 1990, 2005”. 

 
2005 

141.606
133.463

Absolute 
Change

4.672
1.678
2.994

Relative 
Change

3.4 %
1.3 %
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that measured by the CES over the 2000-2005 period. 
As we noted earlier, the CPS and the CES use somewhat 
different employment concepts. The CPS includes agricul-
tural workers, the self-employed, independent contractors, 
unpaid family workers, and some off-the-books workers 
while the CES does not. 

We have adjusted the CPS employment data to 
more closely fit the CES employment concepts in order 
to obtain a more direct comparison between the CPS and 
CES measures of employment change over the 2000 to 
2005 period.18 Our first adjustment was to exclude agri-
cultural workers from the CPS household survey employ-
ment count since the CES measures only employment in 
the non-agricultural sector of the nation’s economy (Table 
10). After excluding agricultural workers, non-farm em-
ployment as measured by the CPS survey increased more 
considerably — by 4.976 million between 2000 and 2005 
— indicating that employment among agricultural workers 
declined over this five-year period. It is important to note 

that recent immigrants are about 1.8 times more likely to 
work in the nation’s agricultural industries than are the na-
tive-born. 

The estimated decline in agricultural employment 
over the last five years suggests that this sector was not a 
major source of new employment opportunities for new 
immigrants.19 Excluding agricultural sector employment 
from the CPS totals further widens the difference between 
the CPS employment growth estimate and the CES job 
growth estimate over this period, raising the size of the gap 
in employment growth from 2.994 million to 3.268 mil-
lion. The CPS estimate of new employment growth rises 
to 2.95 times that estimated from the CES payroll survey 
versus only 2.78 times when agricultural employment is in-
cluded in the CPS totals.

Much of the new payroll job creation that oc-
curred in the nation over the 2000 to 2005 period was 
concentrated in the government sector. About 60 percent 
of the total rise in payroll employment that was generated 

nationally over the last 
five years has been on 
government payrolls. 
Native-born workers 
are much more likely 
than immigrants, 
especially recent im-
migrants, to work in 
federal, state, and lo-
cal government agen-
cies. During 2005, 
native-born workers 
were three times more 
likely to be employed 
in a government job 
compared to em-
ployed recent immi-
grants (Table 11). The 

CES estimated 
that between 
2000 and 2005, 
federal, state, and 
local government 
payroll employ-
ment increased 
by 1.023 mil-
lion jobs while 
the CPS found 
that the number 
of persons who 
said they were 
employed by the 
government in-

Table 11. Distribution of Employment for Selected Classes 
of Workers by Nativity Status, Annual Averages (2005)

Agricultural 
Non-Agricultural, Wage and Salary Private 

Sector
Government
Non-Agricultural Self-Employed

Native-
Born

1.4 %

75.8 %
15.5 %
6.7 %

Source:  CPS 12-month public use data files, 2005, tabulations by Center for Labor Market Studies, Northeastern 
University.

 Recent 
Immigrant

2.6 %

86.0 %
4.9 %
4.4 %

Ratio of Recent 
Immigrant to 
Native-Born

1.79

1.14
0.31
0.65

Established 
Immigrant

1.7 %

81.2 %
8.5 %
7.2 %

Table 10. Comparisons of National CPS and CES Employment Growth 
Estimates 2000 to 2005 for Selected Sub-Groups of Workers
(annual averages in millions)

Group of Workers / Jobs

All Workers/Jobs
Non-Farm Employment Only
Government Employment Only
Non-Farm Private Sector Employment Only
Non-Farm Private Sector Wage and Salary  

Employment Only

CPS

4,672
4,976
1,143
3,803

3,691

Source:  U.S. Bureau of Labor Statistics, Current Employment Statistics Survey and Current Population Survey 
data seasonally adjusted quarterly average data, downloaded from www.bls.gov May 18, 2006.

 
CES

1,678
1,678
1,013

665

665

CPS Change/
CES Change

2.78
2.95
1.12
5.72

5.55

CPS-CES

2,994
3,298

130
3,138

3,026
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creased by 1.143 million. Thus, the CPS government em-
ployment growth estimate was nearly identical to that of 
the CES.

Findings from the CES, however, reveal very small 
increases in private sector wage and salary employment in 
the nation over the past five years. The CES found that non-
farm, private sector payroll employment increased by just 
665,000 jobs over the past five years. In contrast, the CPS 
household survey estimated that the number of persons em-
ployed in non-farm, private sector jobs increased by 3.026 
million. The CPS estimate of non-farm, private sector 
employment growth between 2000 and 2005 was more 
than five times larger than that estimated by the month-
ly CES establishment survey. Recent immigrant employ-
ment is heavily concentrated in the private non-agricultural 
sector of the nation’s labor market. While about three-quar-
ters of all native-born workers are employed in private wage 
and salary jobs, 86 percent of recent 
immigrants report that they work for 
an employer in the private non-farm  
sector.

Over the past five years, 
the relationship between the CPS 
and CES estimates of employment 
growth rates has changed dramati-
cally. Instead of observing the pat-
tern of substantially more payroll job 
growth compared to increases in the 
number of employed persons from 
the CPS prevailing in the 1980s and 
1990s, the employment data since 
2000 reveal much higher growth in 
employment measured by the CPS 
relative to the slow growth registered 
by the CES. We also have analyzed 
the relationship between the CPS and 
CES estimates of job growth at the 
state level over the last five years. Our 
findings reveal that those states that 
had large increases in the number of 
employed immigrants were also those 
states with the largest gaps in employ-
ment growth estimates between the 
Local Area Unemployment Statistics 
(LAUS) program and the count of 
jobs from the state CES survey. The 
LAUS program is a statistical program 
used by states to estimate the monthly 
number of employed and unemployed 
residents.

For example, the findings in 
Table 12 reveal that, while the num-

ber of employed residents in the state of Texas increased 
by 733,000 between 2000 and 2005, total payroll employ-
ment levels in the state increased by less than half of this 
amount, rising by just 308,000 over the same five-year pe-
riod. At the same time, the number of new working im-
migrants in the state increased by more than 388,000, the 
second largest increase in the nation. A look at the top-
20 states ranked by the size of the CES-CPS employment 
growth gap reveals a fairly strong connection between the 
size of the gap and the size of the increase in the number 
of new immigrants employed in each state. The correlation 
between the CES-CPS employment gap and growth in em-
ployed immigrants is quite high. We estimate a correlation 
coefficient of .79 between the absolute size of the difference 
in employment change between the two jobs measures and 
the change in the number of employed immigrants in each 
state over the 2000 to 2005 period.

Table 12. Comparisons of Changes in CES Payroll 
Employment and Household Survey Based Estimates 
of Non-Agricultural Employment at the State Level and 
Change in Employment Levels Among Immigrants by State, 
2000 to 2005 (annual averages, numbers in thousands)

State

Texas
California
New York
Georgia
Ohio
North Carolina
Virginia
Washington
Pennsylvania
Colorado
Illinois
Michigan
Minnesota
Arkansas
Connecticut
Kansas
Massachusetts
New Jersey
Utah
Arizona

(A)

CES

308.0
299.9

-101.6
50.4

-194.3
-22.3
152.0
68.2
13.2
11.5

-179.3
-287.0

25.4
19.5

-29.9
-10.9

-127.2
50.8
74.5

264.4

Source:  U.S. Bureau of Labor Statistics, Current Employment Statistics Survey and Current 
Population Survey data seasonally adjusted quarterly average data, downloaded from www.
bls.gov May 18, 2006.

 (B)

LAUS

733.6
722.5
192.5
250.9
-22.7
136.5
295.2
211.2
149.0
119.0
-76.0

-199.6
108.1
88.0
30.3
48.9

-70.3
105.6
116.2
305.2

(D)

New
 Immigrant 

Employment

388.6
842.7
314.2
174.2
57.7

137.9
122.8
68.8
95.5
69.6

159.4
71.7
50.0
15.9
61.8
22.1

112.1
201.9
30.8
98.4

(C)

Net 
Difference

(B – A)

425.6
422.6
294.1
200.6
171.6
158.8
143.2
143.1
135.8
107.5
103.3
87.4
82.6
68.5
60.1
59.8
56.9
54.8
41.8
40.8

CES-CPS 
Gap Rank

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
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The above findings imply that large numbers 
of these new immigrant workers are not appearing on 
the formal payrolls of their employers. Instead, they are 
being hired as independent contractors or completely off 
the books and being paid in cash. Evidence from other data 
sets, field research by the authors, and growing media stories 
support this assertion that a high share of new immigrants, 
especially illegal immigrants, are employed in the informal 
or “black” economy.20 In 2003 and 2004, only one-third 
of new employed immigrants reported being covered by a 
health insurance plan at work and fewer than one  in five 
reported that they were covered by a pension plan at work, 
versus nearly one-half of the native-born.21 Among less-
educated workers from Mexico and Central America, the 
dominant sources of illegal workers, only about 15 percent 
reported any health insurance coverage from their employ-
ers. When unemployed, fewer than 10 percent report being 
covered by unemployment insurance benefits.

The employment growth gaps between the CPS 
and the CES at the national level were systematic in nature 
and specific to particular classes of workers. The size of the 
employment growth gap for the government sector of the 
labor market was quite small. Government was among the 
least important sources of jobs for employed new immi-
grants and access to government jobs is largely confined 
to formal wage and salary positions. Few illegal workers 
have the opportunity to find work in most government or-
ganizations. Strict hiring protocols dramatically limit the 
potential use of off-the-books work for many government 
positions. The comparatively small employment growth 
gap between the household and payroll survey for the gov-
ernment sector appears to be the result of increasing use of 
workers as independent consultants by some state and local 
government agencies, a common practice in states such as 
Massachusetts. 

In contrast, the CES data reveal little growth in 
the nation’s non-farm private sector wage and salary jobs 
over the past five years. These positions are ones in which 
the overwhelming majority of employed Americans work. 
They are characterized by a formal employer-employee re-
lationship such as that defined in the Social Security Act. 
Indeed, a hallmark of formal payroll jobs is the automatic 
payroll deductions made for employee contributions to the 
Old Age, Survivors, Disability, and Health Insurance trust 
fund. Yet, in contrast to the very slow private sector wage 
and salary job growth as measured by the CES, the CPS 
reveals non-farm, private wage and salary growth that was 
5.5 times higher. 

We find that the unprecedented gap between the 
household and payroll surveys’ estimates of employment 
growth over the past five years is primarily the result of 
concentrating new employment growth in independent 
contractor and off-the-books jobs. Employers in many sec-
tors, especially construction, landscaping, retail trade, of-
fice cleaning, and leisure and hospitality industries as well 
as in private households where strong job growth also has 
been reported in recent years, are increasingly re-organizing 
work to take advantage of the substantial influx of new il-
legal immigrants into the United States since 2000. Many 
of these jobs are filled by illegal immigrants who arrive on 
street corners, informal shape-ups, and convenience store 
parking lots waiting for any of a number of potential em-
ployers to come by and pick them up for a day’s work.

Increasingly, the nation’s employers seem to be op-
erating outside of the legal framework that has defined U.S. 
labor markets since the New Deal. Expansion of contract 
employment, off-the-books workers, and black labor mar-
kets in an increasing number of communities throughout 
the nation has meant that a growing fraction of workers 
now provide their labor outside of the fundamental worker 
protections that the nation had previously taken for grant-
ed, including wage and hour laws, worker safety and health 
mandates, and minimum wage protections established over 
the past 70 years. These changes in labor relationships also 
have reduced rates of unionization, lowered the share of 
workers receiving key employee benefits, such as health in-
surance, paid vacations, and pensions and have decreased 
unemployment insurance, Social Security, and workers’ 
compensation tax receipts. 

The growing inflow of illegal-immigrant workers 
has contributed to a fundamental breakdown in the nation’s 
labor laws and labor standards as the sheer volume of illegal 
hiring activity overwhelms what has amounted to meager 
enforcement levels of basic labor standards across the na-
tion by federal and state officials from both political par-
ties.22 Absent renewed efforts to strengthen enforcement of 
both border security and federal and state labor laws, these 
new forms of work organization will continue to grow in 
the future. The past formal relationships between workers 
and employers will continue to unravel, undermining the 
unemployment insurance and social security systems and 
basic worker protections that have evolved in the nation 
over the last century. These adverse effects on employer-
worker relationships have to be taken into account in any 
benefit-cost calculus of the impacts of new immigration. 
Advocates of guestworker programs have been derelict in 
addressing these key economic concerns. 
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