
DALLAS
Federal Reserve Bank of Dallas June 1987

What Do Labor Market Indicators Tell about Texas?
Recent divergent movements in the 

two most widely used Texas labor 
market indicators raise questions 
about the health of the Texas 
economy. Nonagricultural wage and 
salary employment and overall employ
ment usually rise and fall together. Be
tween 1986:03 and 1987:01, however, 
overall employment grew steadily 
while nonagricultural employment con
tinued to slide (see Chart 1). Statistical
ly neither indicator so far has moved 
enough for a break from past patterns. 
Further, these series both aid in 
forecasting other important indicators 
but provide different information. The 
divergences in the series suggest that 
the 1986 Texas economic downturn 
has increased the proportion of self- 
employed persons.

The two indicators come from very 
different surveys. The overall employ
ment estimate is based on a survey of 
households that counts workers. The 
nonagricultural estimate is based on a 
survey of business and other establish
ments that counts jobs.

Are the Two Series Really Disparate?

The recent series divergence is 
unusual but not unprecedented. The 
same pattern occurred during the first 
two quarters of 1983, at the end of the 
Texas recession that began in 1982 but 
not during the Texas downturns of 
1974-75 and 1970. The opposite pat
tern—with declining household em
ployment and rising establishment em
ployment-occurred during 1984:04 
and 1985:01.

Although economists have ques
tioned the divergent movements of the

two series, the movements are statisti
cally consistent with past patterns. 
Statistical tools—called ARIMA mod
els, constructed to create confidence 
intervals—helped assess the recent 
movements in the household and, 
separately, the establishment series. 
Both series were found to be within the 
90-percent confidence interval of 
predicted values for 1986:03-1987:01 
(see Chart 2), with neither departing 
significantly from its historical fluctua
tions. Further, both series have moved 
within confidence bands also consis

tent with slightly negative, positive, or 
zero growth. Thus, neither series sug
gests that Texas either is in the midst 
of a significant recovery or remains in 
a significant recession.

Is One Series Better?

Both series are significant in
dicators of Texas economic activity, 
but neither is consistently a more ac
curate indicator. In forecasting Texas 
personal income, for example, both 
contributed significantly to the ac- 
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How Will the New Immigration Law Affect Texas?
In June the immigration authorities 

will begin enforcing the employer sanc
tions feature of the new immigration 
law. The effect will be to raise costs 
and reduce production in industries 
that rely heavily on illegal immigrant 
labor. Because Texas industries 
employ a relatively large number of il
legal aliens, economic activity is likely 
to be disrupted more than it will in 
most other states. But Texas also has 
a relatively large number of legal 
workers with low educational attain
ment. These are expected to benefit 
most from the new law.

Which Industries and States 
Will Be Most Affected?

Because their number of enforce
ment agents will be limited, the im
migration authorities are likely to 
focus their efforts on industries with a 
large number of illegal aliens at in
dividual establishments. Shown in 
Chart 3 are estimates of the average

number of illegal workers per estab
lishment in U.S. industries during 1986. 
These estimates were developed from 
information in the 1980 Census of Pop
ulation on the industry locations of 
workers who were born outside the 
United States and speak English poorly.

Manufacturing establishments are 
predominant among large employers 
of illegal aliens. Other industries, in
cluding services and construction, 
employ a large number of aliens 
overall, but relatively few per establish
ment. For example, more than 10 il
legal aliens are employed at an 
average establishment in apparel and 
food processing, but the restaurant 
and construction industries employ 
fewer than one per establishment. 
Thus, employer surveillance will be 
most thorough in manufacturing, with 
enforcement in other parts of the 
economy likely weak.

In Table 1 are statistics on the impor- 
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Chart 1
COMPARISON OF HOUSEHOLD AND 
ESTABLISHMENT SURVEY EMPLOYMENT 
MEASURES

Chart 2
CONFIDENCE INTERVALS FOR 
ALTERNATIVE EMPLOYMENT MEASURES

r -  8.4 MILLION WORKERS
(SEASONALLY ADJUSTED)

SOURCES: U.S. Bureau of Labor Statistics.
Federal Reserve Bank of Dallas.

NOTE: Intervals constructed at 90-percent confidence level. 
SOURCES: U.S. Bureau of Labor Statistics.

Federal Reserve Bank of Dallas.

Chart 3
ILLEGAL ALIEN WORKERS PER ESTABLISHMENT 
BY MAJOR INDUSTRY GROUP
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NOTE: Each group includes only those industries estimated to employ at least 
0.75 percent of the illegal alien work force.

SOURCES: Public-Use Sample from the 1980 Census of Population.
Federal Reserve Bank of Dallas.

Table 1
IMPORTANCE OF ILLEGAL ALIENS 
TO U.S. LABOR MARKETS

Illegal aliens in
Percentage of illegal aliens manufacturing,

In total In manufacturing as a percent of
employment industries all workers

California 9.4 48.6 4.6
Texas 4.7 31.4 1.5
Other 48 states 2.0 47.0 .9
SOURCES OF PRIMARY DATA: Public-Use Sample from the 1980 Census 

of Population.
Federal Reserve Bank of Dallas.
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22 PERCENT* i— * 1

1. Percent change from same quarter in previous year.
SOURCE: Federal Reserve Bank of Dallas.

1. Percent change from same quarter in previous year. 
SOURCE: Federal Reserve Bank of Dallas.



DISTRICT BRIEFS
The Eleventh District economy remains weak, but signs point toward improvement.

• Based on revised figures, nonagricultural 
employment generally has continued to con
tract since falling abruptly in the first half of 
1986. The magnitude of the declines has 
decreased markedly, however. In recent 
months, declining employment in Texas has 
more than offset small gains in New Mexico. 
The losses in Texas have resulted mostly from 
major declines in construction and smaller 
reductions in trade and service-producing 
employment. Louisiana employment has been 
fairly steady recently.

• Further increases in crude oil prices and rising 
confidence in OPEC’s ability to maintain higher 
prices have stimulated drilling activity. After 
falling in February, the rig count in the District 
states resumed its upward trend by increasing 
modestly in each of the next three months.

• Although construction employment has con

tinued to decline, measures of new construc
tion activity have picked up substantially after 
slowing in the first two months of the year. The 
value of contracts in March and April was com
paratively high in all major construction sec
tors. The number of residential building permits 
issued also increased, led by increases in 
single-family permits.

• Manufacturing faces continued difficulties, but 
it appears to have stabilized overall. Orders in 
the energy-related durable goods industries 
seem to have hit bottom, and defense orders re
main strong. Moreover, for a limited number of 
manufacturers, the lower international value of 
the dollar has positively affected orders.

• The District’s banks are still adjusting to slug
gish economic conditions. Both total loans and 
total deposits continue to contract at the large 
banks.

UNEMPLOYMENT RATE HOUSING PERMITS IN TEXAS
i— 12 PERCENT

(QUARTERLY AVERAGES, 
SEASONALLY ADJUSTED)

24 THOUSAND
(QUARTERLY AVERAGES, 
SEASONALLY ADJUSTED)

1. Louisiana, New Mexico, and Texas. SOURCES: U.S. Bureau of the Census.
SOURCES: Texas Employment Commission. Federal Reserve Bank of Dallas.

U.S. Bureau of Labor Statistics.
Federal Reserve Bank of Dallas.

CONSUMER PRICE INDEX
r -  8 PERCENT'---------------------------
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1. Percent change from same quarter in previous year.
SOURCES: U.S. Bureau of Labor Statistics.

Federal Reserve Bank of Dallas.

TEXAS INDUSTRIAL PRODUCTION INDEX

SOURCE: Federal Reserve Bank of Dallas.



curacy of equations that contained 
them, with neither consistently more 
accurate. Each clearly provides useful 
and somewhat independent informa
tion on the economy.

Although the movements in the 
series do not indicate a statistically 
unusual pattern, an economic explana
tion for the divergence is useful. Many 
of Texas workers terminated during the 
1986 downturn have become self- 
employed, an explanation consistent 
with both an increase in the household 
series, which includes self-employed 
workers, and a decrease in the 
establishment series, which does not. 
Recent declines in real personal in
come are consistent with reduced in
come levels for workers—now self- 
employed—formerly employed by 
business establishments.

— William C. Gruben and 
William T. Long III

Market Indicators (cont.)
tance of illegal aliens to employment 
in different states. California is by far 
the most reliant on illegal alien labor. 
With illegals accounting for almost 10 
percent of total employment, Califor
nia has almost twice the share of 
aliens as Texas. Although not as 
dependent on aliens as California, 
Texas is still near the top of states that 
employ a large number.

These figures probably overstate the 
potential for economic disruption 
under the new law. Effective enforce
ment is likely be limited to manufactur
ing, where it is relatively inexpensive to 
detect violations. If an adjustment is 
made for the fraction of illegals out
side manufacturing, less than 5 per
cent of the total workers in California 
and only 1.5 percent in Texas stand to 
be displaced.

Immigration Laws (cont.)
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Are There Benefits from the Law?

Although likely to reduce the overall 
level of employment, the new immigra
tion law should expand employment 
opportunities for some legal resi
dents—particularly those with low 
educational attainment. Research in
dicates that the wages of legal workers 
without high-school degrees may rise 
as much as 5 percent.1 In relation to 
other states, Texas has a large number 
of residents with less than a high- 
school education. Thus, while Texas 
stands to bear a disproportionate 
share of the costs of immigration 
reform, it may also enjoy a larger share 
of the benefits.

—John K. Hill and 
Jeffery W. Gunther

1. See John K. Hill and James E. Pearce, “The In
cidence of Sanctions against U.S. Employers of 
Illegal Aliens," Working Paper no. 8702, Federal 
Reserve Bank of Dallas, May 1987.
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