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Abstract

Immigrants’ employment status has worsened during the Great Recession in Spain.
How much of this worsening is due to the recession, and how much to a
composition effect? Using Spanish Labor Force Survey data from 2000 through 2011,
we compare the employment trajectories of different cohorts of immigrants and
natives and find that those who arrived before the 2008 recession had little trouble
finding work immediately. In contrast, those who arrived after 2008 struggled to find
work as Spanish unemployment rates skyrocketed. In addition, although many
immigrants who arrived in Spain between 2000 and 2007 were able to find work
and eventually move out of the low-skilled positions, the nature of their jobs did not
shield them from the recession. Hence, many became unemployed as the economy
shed low- and middle-skilled jobs in sectors dominated by immigrants. Immigrants’
individual characteristics, such as gender, country of origin, or educational level, had
a limited effect on their employment trajectories. These findings suggest that for
many workers, finding middle-skilled work alone isn‘t enough. Hence, integration
policies could aim to help workers transition from the secondary to the primary
labor market in order to find their way into more stable employment.

JEL codes: J15, J24, J61, J62

Keywords: Immigrants, Great recession, Spain

1 Introduction

Within the first decade of the century, the Spanish economy went from an economic
boom—partly driven by the real-estate market—to a double recession that led to 26
percent unemployment rate (the highest in Spanish modern history). During the ex-
pansion, many low-qualified jobs were created in the construction, food preparation
and serving sectors, as well as in domestic services, at the same time that the country
welcomed an impressive inflow of immigrants—approximately 500,000 per year
between 2002 and 2007—who were quick to find jobs in the thriving economy." What
was the impact of this recession on the labor market assimilation of workers (relative
to native workers)? This is the main objective of this paper.

Using Spanish Labor Force survey data (EPA) from 2000 to 2011 and following three
distinct immigrant cohorts—those who arrived between 2000 and 2003 (both included);
those who arrived between 2004 and 2007, and those who arrived between 2008 and
2011, this paper analyzes whether the worsening of immigrants’ employment conditions
after the Great Recession is explained exclusively by the deterioration of the economy or
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whether it can be also attributed to a compositional differences across different cohorts of
immigrants. Immigrants are defined as foreign-born individuals who are between 18 and
64 years old.”

For this purpose, Section 2 studies how newly arrived immigrants assimilate into
employment, distinguishing on how economic conditions and immigrants’ individual
characteristics influence this assimilation pattern. Section 3 evaluates immigrants'
pathways from the lowest-skilled jobs into middle-skilled work, with a special emphasis
on immigrants who lack high-level education. After investigating in which sectors
immigrant workers are concentrated, the paper analyzes the key characteristics of
immigrant-heavy sectors in Section 4. Section 5 analyzes whether immigrants' socio-
demographic characteristics affect immigrants' labor markets. We conclude with a
summary of the key findings and their implications for policymaking.

2 Immigrants' employment assimilation

How do newly arrived immigrants’ employment rates evolve over time? Have successive
cohorts of immigrants who arrived since 2000 fared similarly or have there been differ-
ences between them? To study this, Fig. 1 plots the average employment rate for the three
cohorts of immigrants under analysis from the year 2000 to the year 2011. In addition, the
average employment rate of natives is also plotted as a reference. Panel a in Fig. 1 displays
the results from estimating a linear regression where the LHS variable is a dummy variable
indicating whether the individual is working or not and the RHS variables are year dum-
mies interacted by cohort. The cohort is defined according to the period of arrival: 2000—
2003; 2004—2007; 2008-2011. Panel b displays the results from estimating a regression in
two stages. In the first stage, the LHS variable is a dummy variable indicating whether the
individual is employed or not and the RHS variables include individual characteristics (age,
sex, married, education level and continent of origin) and the relative stock of immigrants
(Immigrants/Total Population). The second stage uses as LHS the predicted probability of
employment in the first stage and year dummies as RHS. Each stage was run separately by
cohort of immigrants and natives. Panel c is estimated as in Panel b but replacing individ-
ual characteristics and the relative stock of immigrants by the GDP growth and the
Unemployment Rate. Comparing Panels a to b and a to ¢ will reveal whether differences
in the individuals' characteristics explain a differential pattern across cohorts (A to B) as well
as whether different cohorts of immigrants react differently to the business cycle (A to C).

2.1 Raw data
Focusing on the cohort of immigrants who arrived between 2000 and 2003 in Panel a, we
observe that their average employment rate at arrival was 56 percent in 2000 and close to
70 percent between the years 2001 and 2003, higher than the native-born population. By
2006, this share has increased to about 80 percent, on average, indicating that newly ar-
rived immigrants fared quite well in terms of employment both at arrival and thereafter
during this period. This is somewhat to be expected in Spain where most immigration is
labor-based (Ferndndez and Ortega 2008). As explained by Rodriguez-Planas 2013, Spain
was an attractive destination for immigrants because of its booming economy and large
demand for low-skilled workers, but not because of its welfare.

After the beginning of the crisis in 2008, the employment rate among immigrants
dropped almost 20 percentage points to 60 percent. Although natives' employment rate
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Fig. 1 Percentage of Immigrants and Natives Working by Cohort. Note: Panel a displays the results from
estimating a linear regression where the LHS variable is a dummy variable indicating whether the individual
is working or not and the RHS variables are year dummies interacted by cohort. The cohort is defined
according to the period of arrival: 2000-2003; 2004-2007; 2008-2011. Panel b displays the results from
estimating a regression in two stages. In the first stage, the LHS variable is a dummy variable indicating
whether the individual is employed or not and the RHS variables include individual characteristics (age, sex,
married, education level and continent of origin) and the relative stock of immigrants (Immigrants/Total
Population). The second stage uses as LHS the predicted probability of employment in the first stage and
year dummies as RHS. Each stage was run separately by cohort of immigrants and natives. Panel c is estimated
as in Panel b but replacing individual characteristics and the relative stock of immigrants by the GDP growth
and the Unemployment Rate. Source: Produced by authors based on Spanish Labor Force Survey microdata

was also affected by the economic slowdown, the employment losses among immi-
grants were considerably larger than those of natives. As a result, after 2009 the native
employment rate was higher than that of immigrants.

Panel a also shows that immigrants who arrived from 2004—-2007 displayed a similar
employment pattern to that of the first cohort. The major difference between the two
cohorts is that the employment growth is more modest in the second cohort than the
first cohort. A plausible explanation may be that they have been affected by the eco-
nomic crisis within less than four years after arrival (as opposed to within eight years
after arrival) and have thus had less time to progress in the labor market. Alternatively,
it may well be that there has been a compositional change in the type of immigrant
who has arrived in Spain over time. Fig. 1b, ¢ explore the extent to which these alterna-
tive hypothesis are behind the differential employment patterns across cohorts.

Finally, the post-crisis cohort was clearly at a disadvantage in terms of employment
integration relative to the older cohorts. First, the average employment rate at arrival
for this cohort was around 50 percent, ranging between 5 and 10 percentage points
lower than the 2004-2007 cohort and between 5 and 20 percentage points lower than
the 2000-2003 cohort. Second, they did not experience the employment growth that
was typically observed among immigrants within the first couple of years after arrival.
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Again two potential explanations emerge: differences in the characteristics of migrants

or in the economic conditions at the time of arrival.

2.2 Compositional differences

Panel b in Fig. 1 plots the average employment rates for the three cohorts of immi-
grants and natives controlling for individuals' observable characteristics. Any differences
between Panels a and b will reveal differences in employment rates due to individuals'
characteristics.

Two interesting results emerge. First, the differential pattern between the 2000—-2003
cohort and the 2004—-2007 cohort observed in Panel a practically fades away in Panel b.
This suggests that there has been a change in the composition of migrants across the
two cohorts, with those in the latter cohort being at a relative disadvantage. Comparing
characteristic differences across the two cohorts (shown in Table 1) reveals that the
share of women and of immigrants from Eastern European countries is higher among
the 2004—2007 cohort than the 2000-2003 cohort, and the share of Latin Americans
(who are native Spanish speakers) has decreased.

Second, we observe that, in contrast with the other two cohorts, no changes are
observed among immigrants arriving after 2007 suggesting that, for this cohort, quality
composition is not behind its relatively lower labor market performance.

2.3 Economic conditions

Panel ¢ plots the average employment rates for the three cohorts of immigrants and natives
controlling for the economic conditions, namely the unemployment rate and the GDP
growth. Any differences between Panels a and ¢ will reveal that different cohorts of immi-
grants react differently to the business cycle. While the employment pattern observed in
Panel c is smoother than that of Panel a, cohort differences remain. The 2000-2003 cohort
outperforms the 2004—2007 cohort by 10 percentage points before the recession, and there-
after, these two older cohorts outperform the 2008—2011 cohort by 10 percentage points. It
is interesting to note that immigrants arriving after 2007 are clearly at a disadvantage in
terms of labor market performance despite being more college educated (shown in Table 1).

Table 1 Individual characteristics of migrants and natives

2000-03 cohort 2004-07 cohort 2008-11 cohort Natives

Age 35.006 (9.707) 33416 (10.125) 32.808 (10.525) 40.108 (12.876)
Female 0494 (0.500) 0.534 (0.499) 0.562 (0.496) 0.495 (0.500)
Married 0.562 (0.496) 0.506 (0.500) 0495 (0.500) 0.586 (0.492)
HS Dropout 0.251 (0.434) 0.238 (0.426) 0.246 (0431) 0.262 (0.440)
HS Graduate 0.600 (0.490) 0.609 (0.488) 0.543 (0.498) 0.555 (0.497)
College 0.150 (0.357) 0.152 (0.359) 0211 (0.408) 0.184 (0.387)
Euro =15 0.064 (0.244) 0.074 (0.262) 0.093 (0.290) na.

Rest of Europe 0.214 (0410) 0.277 (0.448) 0.209 (0.407) n.a.

Latin America 0.552 (0.497) 0471 (0.499) 0.480 (0.500) na.

Africa 0.144 (0.351) 0.148 (0.355) 0.169 (0.375) na.

Other Continents 0.027 (0.162) 0.030 (0.171) 0.049 (0.216) n.a.

Means and Standard Deviations (in parentheses) are for the period 2000-2011
Source: Produced by the authors using the Spanish Labor Force Survey microdata
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2.4 Subgroup analysis

Figures 10 to 12 in the Appendix show immigrants' employment assimilation trends by
their socio-demographic characteristics such as education level, sex, age and country of
origin. Figure 10 shows that having more than a high school diploma, for example, seems
to have insulated immigrants somewhat from falling employment after 2008. But prior to
the onset of the recession, employment outcomes for lower educated immigrants and
those with post-secondary education were quite similar. Figure 11 also shows that gender
has an impact. Across cohorts, men entered the labor market with higher employment
rates, although women had larger gains over time. Women also appeared to maintain em-
ployment better than men during the recession. Despite an almost 20 percentage point
advantage over female immigrants in 2007, employment among immigrant men declined
to almost equal that of immigrant women in the first two cohorts by 2010. Finally, Fig. 12
shows that there are also clearly different employment patterns among immigrants by
country of origin. EU-15 immigrants, for example, maintained a very stable employment
rate across cohorts and throughout the observed period. Immigrants from other European
countries, however, initially showed a strong trend of assimilation, but then saw their em-
ployment rates fall after the onset of the recession. Latin Americans experienced a similar
employment pattern while Africans, who have consistently had the lowest employment

rates, also saw a decline in their employment across cohorts.

3 Immigrants’ upward mobility

Securing employment is, of course, not the sole measure of successful integration into the
labor market. Immigrants who find work but become stuck in low-paid, insecure jobs
remain at risk of marginalization and exclusion. It is therefore also important to ask whether
immigrants are able to make their way into more secure, higher skilled jobs after several
years in the labor market. To explore this, this section first analyzes the proportion of mi-
grants in vulnerable positions, such as those out-of-employment (including both unemploy-
ment and out of the labor force) or those in the lowest skilled jobs. Second, it studies how
the proportion of immigrants working in jobs requiring different types of skills (low, medium
and high) or not working varies with years since arrival. Finally, we consider the impact of
immigrants’ individual characteristics on their occupational trajectories and evaluate the
extent to which the pathways into middle-skilled work for immigrants hold up for those
who lack high-level educational qualifications. The analysis is done by cohort of arrival.

Figure 2 plots the average proportion of immigrants in the lowest-skilled jobs and
out-of-employment over the 2010-2011 period.> Forty-one percent of immigrants in
the first two cohorts were out-of-employment during this period, and the proportion
rose to 49 percent of those in the most recent cohort. In comparison, over the same
period, 39 percent of natives were out-of-employment.

In addition, between 19 and 23 percent of immigrants from these three cohorts were
employed in low-skilled jobs, raising clear concerns about the precariousness of their
economic situation in Spain. This concentration of immigrants in low-skill jobs is not
observed among natives, among whom only 6 percent are in low-skilled work. Consistent
with this, Ferndndez and Ortega 2008, and Sanromad et al. 2009 have also highlighted the
predominance of over-education among immigrants in Spain. Altogether, close to 70
percent of migrants from the 2008—2011 cohort were either out-of-employment or in
low-skilled jobs during the 2010-2011 period. While this share decreases with years in
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the country, it remains far from insignificant as it represents as much as 55 and 63
percent of immigrants from the 2000-2003 and the 2004—2007 cohorts, respectively.
While low-skilled work is an essential part of the economy, a lack of upward mobility from
low-skilled work to more stable forms of employment implies an overall precarious situ-
ation even for employed migrants, and one that persists over time. This level of precarious-
ness among newly immigrants gains special relevance when compared to that of natives.

As Fig. 2 is an average over the 2010-2011 period, one may wonder how these percent-
ages vary with years since arrival. This is shown in Fig. 3. Focusing first on the 2000-2003
cohort in Fig. 12, we observe that at arrival as many as 40 percent of immigrants are not
employed. However, they quickly move into low- and medium-skill jobs within 3 to 5 years
after arrival. As such, the proportion of immigrants out-of-employment drops almost by
half from 40 percent to close to 20 percent. Similarly, Fig. 12 also shows that immigrants
undergo a rapid adjustment within the first 3 to 5 years after arrival, moving first into
low-skilled jobs and later on out of low-skill jobs towards medium-skilled ones. Nonethe-
less, Fig. 12 reveals a striking change in trends in the fifth year after arrival, which for
those who arrived in Spain in 2003 represents the year 2008. As the Great Recession hits
the Spanish economy in 2008, the share of out-of-employment immigrants soars from 20
percent to over 40 percent, and the proportion of immigrants working in medium-skill
jobs drops from over 40 percent to 30 percent. Similarly, the proportion of immigrants in
low-skill job, which had began to decline as migrants were finding higher skilled jobs that
better matched their human capital endowment, continues to fall reflecting that, with the
worsening of the economy, migrants are losing low-skill jobs. In contrast, the share of mi-
grants in high-skilled jobs remains stable around 8 percent, unaffected by the economic
conditions. Figure 3b, ¢ show the results for the other two cohorts. The patterns follow
closely those observed for the 2000-2003 cohort.

How robust are the pathways into middle-skilled work for immigrants who lack
high educational level? To explore this, Fig. 3d replicates Fig. 3a using only
migrants who have at most a high-school degree. As those represent about 85
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percent of migrants it ought not to be a surprise that both figures are extremely
similar. The major difference is the proportion of migrants in high-skilled jobs,
which is now close to 3 percent (instead of close to 8 percent). Thus, we can
conclude that assimilation into medium-skilled jobs among low-skilled migrant
workers occurs in Spain. This finding is similar to that of Rodriguez-Planas 2012,
who finds that "within the first few years after arrival, immigrants with a high-
school degree or less first move from “not working” to “nomn-qualified” jobs. However,
after 3 to 4 years after arrival, they begin to shift out of “nom-qualified” jobs
towards “qualified blue-collar” occupations."

4 Sectors in which immigrants work

While immigrants in Spain may have had little difficulty entering employment prior to
the recession, many found work in sectors with a high degree of insecurity or little
room for upward progression. Considering in which sectors immigrant workers are
concentrated will help us understand which types of employment offer the best chances
of movement into more secure, higher skilled jobs for immigrants.

Figure 4 shows the proportion of each sector that is filled by immigrant or native
workers. While immigrants represent less than 10 percent of workers in most sectors
and as little as 2 percent in the public sector, they represent 21 percent in "other
services," which include domestic services. Three other sectors worth mentioning are
construction; agriculture, forestry, and fishing; and wholesale and retail trade; in which
immigrants represent approximately 9 percent of the workforce. These findings are
consistent with previous studies that have found high levels of segregation of immigrant
workers in the construction, food preparation and serving, and domestic services

Page 7 of 15
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sectors (Sanromd et al. 2009; and Gonzalez and Ortega 2010). The high proportion of
immigrants in these sectors could be explained by the growth of the construction,
tourism, and personal service industries in Spain during this period, together with poor
government regulation of immigration (Rodriguez-Planas 2012).

Table 2 also reveals that those sectors with a higher concentration of immigrant
workers have also a lower proportion of permanent contracts, suggesting that
migrants are concentrated at the bottom of the occupational-skill spectrum. For
instance, the proportion of permanent contracts in sectors with a predominance of
immigrants ranges between 20 and 50 percent. In contrast, in sectors in which
natives are concentrated, the percent of permanent workers is over 60 percent.
These results are consistent with those found by Ferndndez and Ortega 2008, who
find that the incidence of temporary contracts is much higher for newly arrived
male immigrants than for comparable natives.

Another form of flexible work arrangement is part-time work, which in Spain has
traditionally been a second-best job (Ferndndez-Kranz and Rodriguez-Planas 2011). As
a consequence, part-time work in Spain is highly involuntary—as many as one fourth of
part-time worker in Spain would prefer to work full-time if they could find such a job.
Table 2 reveals that part-time work is more prevalent in finance services, other services,
and trade sectors. Of these three sectors, two are sectors with an above average con-
centration of immigrants.

On average, job tenure is lowest in construction, trade, finance services and other ser-
vices, which are also sectors with a high concentration of migrants (with the exception
of finance services). Similarly, low-skilled jobs are concentrated in agriculture, forestry
and fishing, construction, trade, and other services, again sectors with a high propor-
tion of immigrants. In addition, the proportion of immigrants employed in jobs with
less-desirable working conditions is higher than that of natives in each sector. For in-
stance, the share of workers under a fixed-term contract in construction is 9 percentage
points higher among immigrants than natives, and the share of workers in part-time
work in trade is 7 percentage points higher for immigrants than natives. Overall then,
the sectors under discussion—including services, construction and trade—contain the
most precarious types of employment for immigrant workers.



Table 2 Immigrant and natives' job characteristics by sectors
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Figure 5 shows whether the share of immigrants in lowest skill jobs changes with
time spent in Spain across. We observe that except for construction, the share of immi-
grants in low-skilled jobs in trade, industry and other services remains flat. In contrast,
there is a downward trend in the share of immigrants in low skilled-jobs in construc-
tion suggesting that in this sector immigrants may be more able to progress into more
skilled jobs over time. While this trend starts well beyond 2008, it is important to note
that after the crisis it may be due to the fact that employers prefer letting immigrants
go before laying off natives.

Figure 6 shows how the share of the immigrant workforce from the first cohort
participating in each sector has changed overtime. It is interesting to note that
there is an overall positive trend in transport, public sectors, and trade. In
addition, prior to the recession in 2008, immigrants flow from agriculture and
other sectors to construction. However, this pattern comes to a halt in 2008 when
it becomes clear that construction has been hit by the recession. From there on,
the share of immigrants in agriculture stabilizes, suggesting that immigrants fled
from construction to agriculture (in addition to the other sectors for which an
upward trend has already been mentioned).

Segregation into sectors with less-desirable characteristics is more intense for some
immigrant groups than others. Figure 7 suggests that less educated immigrant workers
tend to be more represented in sectors with poor job characteristics (such as construc-
tion and other services) than more educated immigrants. Interestingly though, even
immigrants with higher levels of education remain concentrated in these sectors. This
suggests that more education may have a lower pay-off for immigrants in terms of
occupational mobility than for is the case for natives.

Immigrant women are also clearly more likely than men to be employed in
poorer sectors. Almost 40 percent of immigrant women are employed in the other
services sector, which has a larger share of low-skilled jobs than any other sector
(Fig. 8). Men, by contrast, are more likely to be employed in the construction
sector. As the construction sector was particularly hard hit by the economic crisis,
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Fig. 5 Share of 2000-03 Immigrant Cohort in Lowest-Skilled Jobs by Sectors, 2000-11. Note: Lowest skilled
jobs defined as ISCO code 9. Source: Produced by the authors based on Spanish LFS microdata
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the high proportion of immigrant men employed in construction explains to some
extent why immigrant men saw a larger drop in employment after 2008 than
women.

Finally, immigrants’ distribution among the sectors differs according to country
of origin. Figure 9 shows that while EU-15 immigrants are employed in approxi-
mately the same sectors as natives—with the exception of being underrepresented in
the public sector—, Latin American, other European, and African immigrants are all
highly overrepresented in other services, construction, and agriculture—sectors with some
of the highest shares of low-skilled jobs.

5 Conclusions
During most of the last decade, newly arrived immigrants in Spain had no trouble
finding jobs and quickly moved from low-skilled to medium-skilled jobs. The booming
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economy and excess demand for low-skilled workers in construction, trade, and other
services sectors enabled easy integration into the labor market for most immigrants.
Immigrants who arrived prior to 2008 seemed able to move quickly into employment
and then from low-skilled to medium-skilled jobs within the first 3 to 5 years after
arrival. But for many their economic situation in Spain has remained precarious.
On average, one quarter of immigrants who arrived prior to the recession work in
low-skilled jobs (compared to only 8 percent among natives), and the situation is
worst for women and for migrants from Africa. Most immigrant workers have
tended to be concentrated in construction, trade, agriculture, farming and fishing,
and other services—all of which have a larger proportion of fixed-term contracts
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and part-time jobs. In addition, these sectors also have a prevalence of low-skilled
work and, on average, shorter job tenure.

Given their precarious situation in the labor market and overrepresentation in
sectors that were particularly hard hit during the economic crisis, the recession
has had a clear, negative impact on immigrant patterns of employment in Spain.
As the economy shed low- and medium-skilled jobs, many immigrant workers
moved back into unemployment or exited the labor market entirely. Only those in
high-skilled positions appeared to weather the crisis with some success. The first
immigrant cohort to arrive after the beginning of the recession had less luck. This
group’s greater difficulty entering the labor market is likely due to both the
decreased demand for low-skilled workers caused by the recession and an increase
in the share of non-native Spanish speakers and women among more recent immi-
grant flows.

The long-term implications of the recession for immigrant workers in Spain
remain to be seen. In the long run, Spain will need immigrants to cover labor
shortages because of its ageing population and the emigration of people to other
countries. As a result of the recession many skilled natives (i.e. engineers, business
men and architects) are leaving the country to find better job opportunities in
Western Europe, the US or the booming economies in Latin America. Analysts
are not very optimistic about the recovery of the Spanish economy, thus most of
those emigrant workers are not likely to return. In turn, skilled immigrants, with
lower reservation jobs, are good candidates to cover those vacancies. In addition,
the ageing population will increase the demand for elderly care services. The
Spanish experience suggests that immigrants, in particular women, cover these
vacancies, at least during their first years upon their arrival to Spain.

Endnotes

'Free-entrance of foreigners as tourists together with a lax implementation of
immigration laws and several generous amnesties that have granted legal residence
to illegal immigrants (in 1985, 1991, 1996, 2000, 2001, and 2005) have made Spain
an attractive destination for both legal and illegal immigration flows—see Amuedo-
Dorantes and de la Rica 2005, 2007; Dolado and Vazquez 2007; and Izquierdo
et al. 2009.

*The LES includes both legal and illegal immigrants, in contrast with alterna-
tive datasets that only cover legal residents, such as administrative data from So-
cial Security Records or the Wage Survey Structure. That said, under-reporting
of illegal immigrants is likely (as the LFS is voluntary, in contrast with the
Census, which is mandatory), and it is not possible to identify legal status in the
LFS data.

Lowest-skilled jobs are defined as International Standard Classification of Occu-
pations (ISCO) code 9: Elementary Occupations. “Elementary occupations consist
of simple and routine tasks which mainly require the use of hand-held tools and
often some physical effort.” See International Labor Organization, “Major Group 9:
Elementary Occupations,” September 18, 2004, www.ilo.org/public/english/bureau/
stat/isco/isco88/9.htm.


http://www.ilo.org/public/english/bureau/stat/isco/isco88/9.htm
http://www.ilo.org/public/english/bureau/stat/isco/isco88/9.htm
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