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in Mexico while living on the U.S. side of 
the border. 

What about pay? Wage regressions 
show border migrants earn 16 percent less 
than interior migrants. The border wage 
penalty appears to be largely related to the 
nature of border labor supply. 

Female migrants in the interior earn 25 
percent less than men with similar charac-
teristics, but on the border, the female wage 
deficit is 41 percent. Some of the earnings 
differential is due to the type of jobs Mexi-
can immigrant women along the border 
tend to hold—nannies, housekeepers and 
retail workers. 

 Illegal immigrants in the interior earn 
about 13 percent less than similar workers 
who cross the border legally, but illegal 
immigrants on the border earn 29 percent 
less. Undocumented workers presumably 
face a border-related wage penalty because 
they have to compete with a large bina-
tional pool of workers who have similar 
skills and backgrounds but can work legally 
in the U.S.   

Wages are significantly higher for 
workers with more years of education, 
although an additional year of education 
is associated with only a 1 percent rise in 
wages. While education is relatively scarce 
on the border, the regression suggests that 
returns to education aren’t higher on the 
border—at least not for Mexican migrants. 
This result could be related to the limited 
transferability of education credentials or 

the low quality of schooling in migrants’ 
origin communities.

In sum, the need for fewer migrant net-
works and a desire for proximity to Mexico 
probably outweigh the wage penalty in 
border migrants’ minds and help account 
for their concentration in these areas. The 
cost of living is also lower along the border, 
which somewhat shrinks the real wage gap 
with the interior.

Orrenius is a senior research economist and advisor 
in the Research Department of the Federal Reserve 
Bank of Dallas and Zavodny is an associate profes-
sor of economics at Georgia’s Agnes Scott College.

Notes
This article is based on research Orrenius and Zavodny 
conducted with Leslie Lukens of the University of Texas at 
Austin. Their article, “Differences Between Mexican Migration 
to the U.S. Border and the Interior: Evidence from Mexican 
Survey Data,” is forthcoming in Labor Market Issues Along 
the U.S.–Mexico Border: Economic and Demographic 
Analyses, ed. Marie T. Mora and Alberto Dávila, University of 
Arizona Press.
1 If San Diego is included, per capita income on the U.S. side 
of the border is $30,904, or 85 percent of the U.S. average.  
2 See “English Skills, Earnings, and the Occupational Sorting 
of Mexican Americans Along the U.S.–Mexico Border,” by 
Alberto Dávila and Marie T. Mora, International Migration 
Review 34, Spring 2000, pp. 133–57.
3 For information and data, see Office of Population Research, 
Princeton University, http://mmp.opr.princeton.edu.
4 Tucson and Las Cruces are not generally considered border 
cities since they are not located adjacent to Mexico. However, 
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they are in counties that are adjacent to the border and, given 
our small sample sizes, we chose to include them as border 
cities.
5 The majority of MMP migrants are from western states, 
including Jalisco, Guanajuato, Michoacán, Colima and 
Aguascalientes—states in a region that has traditionally 
contributed large numbers of migrants to the U.S. The other 
MMP states include Baja California Norte, Chihuahua and 
Nuevo León (border states); Sinaloa, Durango, Nayarit, 
Zacatecas and San Luis Potosí (northern states); and Oaxaca, 
Puebla, Guerrero, Hidalgo, Tlaxcala, Veracruz and the state of 
México (central states).
6 Being able to cross the border legally does not mean that 
these migrants can work legally in the U.S., although many of 
them work anyway. It is also common to overstay these visas, 
at which point the migrant loses legal status.
7 See “Border Region Makes Progress in the 1990s,” by Eric 
Dittmar and Keith R. Phillips, Federal Reserve Bank of Dallas 
Vista, December 1999.
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Texas rice farmers expect to reverse recent trends and 
plant more rice in 2008, a year of global shortages and ris-
ing prices.

In 2008, the state’s rice farmers will plant 160,000 
acres, up from 150,000 in 2006 and 146,000 in 2007 but 
still well below the 2000–07 average of 192,000. Planting 
peaked at 600,000 acres in 1980.

With acreage declining, the state’s rice output fell by 
a third from 2000, when Texas farmers produced 7.5 per-
cent of the U.S. crop. In 2007, production of 956.5 million 
pounds represented 4.8 percent of the U.S. total. 

Like wheat and corn, rice has become more expensive 
as part of a wave of global food price increases. Drought 

and speculative hoarding have contributed to shortages 
that have led such major rice producers as India, Vietnam 
and Egypt to restrict exports.  

Futures prices for unmilled rice surged 36 percent in 
five weeks to a record high on April 23 and have remained 
elevated. In April, U.S. rice prices were almost 50 percent 
higher than they were a year earlier. The U.S. typically ex-
ports half its rice crop.

Texas produces a hybrid cultivar, which is long grain 
much like the Indian basmati rice that currently has export 
limits. So the state’s farmers should benefit from higher 
prices and less foreign competition. 

—Jessica Renier

AGRICULTURE: Texas Rice Acreage Grows with Prices 

Texas’ energy industry is thriving, but changing mar-
ket conditions will delay the construction of five of the 
seven liquefied natural gas (LNG) terminals approved for 
the state. They’re now estimated to go online in 2011 and 
2012, three years later than planned.

Texas is the country’s largest natural gas producer, ac-
counting for more than 30 percent of the U.S. total. The 
petrochemical industry, heavily dependent on natural gas 
supplies, provides the state’s workers with nearly 143,000 
jobs and $11 billion in wages. As a result, the LNG termi-
nals have faced little opposition.

In summer 2005, the Asian LNG price was well below 

the Henry Hub spot price for natural gas, creating an incen-
tive to build new facilities for cheaper imports. The Federal 
Energy Regulatory Commission cleared proposals for six 
new Texas LNG terminals. Adding them to one previously 
approved Texas terminal would create a massive 14.7 bil-
lion cubic feet a day in new capacity.  

Now, companies backing five of the proposed ter-
minals have put the projects on hold. A weakening U.S. 
industrial sector has lowered demand for natural gas. 
Meanwhile, overseas LNG prices have risen, reducing the 
potential advantages of imported gas. 

—Jessica Renier

ENERGY: New Texas LNG Terminals Put on Hold 

In moving such high-value products as semiconduc-
tors and aircraft components, airfreight provides a small 
but important barometer of Texas’ international trade. 

Seasonally adjusted Department of Transportation 
data, which measure cargo in pounds, show that air ship-
ments from Texas to markets abroad increased 70.7 per-
cent in the five years ending in December 2007. The state’s 
gain substantially topped the nation’s 51.5 percent.

Texas-bound foreign cargo also exceeded the national 
average, rising 41.6 percent over the period, about 60 percent 
of the growth rate of outbound freight. For the U.S., incom-
ing international airfreight increased by 19.5 percent, slightly 

more than a third of outbound shipments’ growth rate. 
December 2002 and December 2007 bracket a period 

in which the trade-weighted value of the dollar, coming off 
its February 2002 peak, declined 19.1 percent in real terms. 
A weaker dollar makes U.S. exports cheaper for foreigners 
but imports more expensive for American consumers. 

Air cargo numbers suggest Texas exports are getting 
a larger than average boost from a weaker dollar, a trend 
also seen in the broader data, which include truck, rail and 
waterborne shipments. At the same time, Texas’ airfreight 
imports have been less sensitive to the dollar’s value.

—Mike Nicholson

TEXAS TRADE: Air Shipments Up for Imports, Exports 

QUOTABLE: “New technologies that doubled energy efficiency could 
have the same effect on energy prices as a doubling of supply.”

—Stephen P. A. Brown, director of energy economics and microeconomic policy
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The Texas economy has slowed since 
January but continues to outperform the 
nation. While signals remain mixed, there 
is increased sentiment that Texas economic 
growth may remain tepid until 2009.

Payroll employment rose at a 1.3 percent 
annual rate in April, below recent trends but 
substantially better than national payroll em-
ployment growth, which turned negative in 
January (Chart 1). The manufacturing sector 
shed jobs in March and April due to sluggish 
demand and high inventories.

Texas’ performance also remains strong 
relative to the U.S. on the unemployment 
front. The state unemployment rate fell to 
4.1 percent in April, almost a full point be-
low the national figure.

Texas construction employment grew at 
a 3.8 percent annual rate in April after grow-
ing 2.2 percent in the first quarter. Construc-
tion contract values continued their January 
swoon, however, falling 5.5 percent in March 
and 1.2 percent in April. The decline was 

broad-based across residential, nonresiden-
tial and nonbuilding construction (Chart 2). 

Texas existing-home sales remained 
strong during the initial portion of the na-
tional slowdown in 2006 but are now falling 
at about the same rate as the U.S. as a whole. 
The declines are broad-based geographical-
ly, with all major metro areas declining sub-
stantially over the past six months (Chart 3). 

Encouragingly, inventories decreased 
slightly in April, and Texas homes continue 
to sell more quickly than homes are selling 
nationally. The Office of Federal Housing 
Enterprise Oversight home price index for 
Texas also bucked national trends by edg-
ing up slightly in the first quarter—a positive 
signal for the housing market.

Energy, Exports Strong
The Texas energy sector remains the 

single most prominent source of economic 
strength. The Texas rig count continues to 
hover near 20-year highs as oil prices soar to 

new heights. In real terms, energy prices are 
the highest they have ever been.

Real Texas exports grew 3.9 percent in 
the first quarter, substantially stronger than 
in fourth quarter 2007. U.S. exports also rose 
during the first quarter but at a lower rate. 

The Texas Manufacturing Outlook Sur-
vey suggests that regional price pressures 
are on the rise. More than two-thirds of firms 
reported higher raw material prices in May, 
and almost two-thirds foresee continued in-
creases over the next six months. This trans-
lated into a significant number of firms rais-
ing their finished-good prices. 

The Texas Leading Index has taken a 
turn for the worse, with key components 
negative over the past three months (Chart 4). 
While the leading index’s decline doesn’t 
portend recession, it does reinforce the no-
tion that the Texas economy is unlikely to 
grow at a substantially faster pace over the 
near term.

—Jason L. Saving and Mike Nicholson

Chart 1 Texas Employment Growth Bests the Nation
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Chart 2 Texas Contract-Value Decline Broad-Based
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Chart 3 Existing-Home Sales 

*Six-month moving average.
SOURCES: National Association of Realtors; Texas A&M Real Estate Center; seasonal and other 
adjustments by the Federal Reserve Bank of Dallas.

20072006200520042003200220012000
95

110

125

140

155

170

185

200

U.S.

San Antonio

Houston

Fort Worth

Dallas

Austin

Texas

Chart 4 Texas Leading Index Components (three-month change)
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Texas Economy Still Slowing;
Energy, Exports Are Bright Spots
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Crude Awakening: Behind the Surge in Oil Prices

by Stephen P. A. Brown, Raghav Virmani and Richard Alm

The first fe
w months of 2008 saw crude oil prices breach one barrier after 

another. They topped $100 a barrel for the first tim
e on Feb. 19, then rose past 

$103.76 about two weeks later, surpassing the previous inflation-adjusted peak, 

established in 1980. In April and early May, oil prices pushed past $110 and then 

$120 a barrel and beyond.1  

These milestones reflect a new era in oil markets. After the tumult of the 

early 1980s, prices remained relatively tame for two decades—in both real and 

nominal terms (Chart 1). This long stretch of stability ended in 2004, when 

oil topped $40 a barrel for the first tim
e, then embarked on a steep climb that 

continued into this year.

Modern economies run on oil, so it’s i
mportant to understand how recent 

years—with their surging prices—differ from the preceding two decades. 
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