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Abstract 

 

This paper investigates the link between three childhood ethnic neighbourhood characteristics -- share 

of immigrants, share of immigrants with the same ethnic background and share of immigrants with 

other descent -- and the short- and long-run earnings, unemployment, reliance on income support and 

educational attainment of second-generation immigrants and natives in Sweden. For second-

generation immigrants the results show that the immigrant concentration in childhood neighbourhood 

is associated with lower short-run earnings and a lower probability to start and graduate from higher 

education, but not correlated with long run earnings, unemployment and income support reliance. For 

natives, the results indicate that natives are negatively and, more strongly affected by immigrant 

concentration than second-generation immigrants. Moreover, the income support reliance and 

unemployment of Non-Nordic second-generation immigrants appears to be negatively correlated with 

the neighbourhood share of co-ethnics and positively correlated with the neighbourhood proportion of 

other ethnic groups. We conclude that when analysing ethnic segregation patterns it is important to 

distinguish between own-group concentration and concentration of immigrants from different groups, 

especially since segregation in the Swedish and European context often is characterised by immigrants 

with different ethnic backgrounds residing in the same areas.  
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1. Introduction 

In Sweden, as in other countries, research has shown that first-generation immigrants perform 

substantially worse on the labour market in comparison to natives (e.g. Gustafsson and Zheng, 

2006; Hammarstedt and Shukur, 2006). Moreover there is a large literature on the 

intergenerational transmission of human capital from first-generation immigrants to their 

children (e.g. Maani, 1994 for Australia; Aydemir et al., 2009 for Canada; van Ours and 

Veenmann, 2004 for the Netherlands; Hammarstedt and Palme, 2012; Hammarstedt, 2009; 

Niknami, 2012 for Sweden; Borjas, 2006; Card et al., 2000 for US.). This literature notes the 

relevance of parental characteristics and background for labour market outcomes and 

educational attainment of the child generation. Although some groups of immigrants improve 

their labour market position across generations, there is still a difference between second-

generation immigrants and individuals with native-born parents (e.g. Rooth and Ekberg, 

2003).  

 

The fact that immigrants have worse labour market outcomes than natives has encouraged 

researchers to investigate whether the location choice of immigrants arriving in a new host 

country has an impact on their economic well-being (e.g. Damm (2009) for Denmark; Edin et 

al. (2003) for Sweden; Borjas, (1995) for US.). Furthermore, it is possible that the immigrated 

parents’ choice of host country location can affect the prospects of their native-born children. 

Firstly, in Sweden a large part of the children with foreign background are concentrated in 

particular neighbourhoods (Statistics Sweden, 2007). Secondly, it is reasonable to believe that 

childhood area is somewhat important for outcomes later in life. Ginther et al. (2000) argue 

that children’s values, norms and manners are influenced by the behaviour of the role models 

in their surroundings, in a similar way as they are influenced by their own parents. Therefore 

the role of ethnic residential segregation in explaining the gap in outcomes between children 

of immigrants and native children is of particular interest.  

 

Previous literature has focused on the effect on adults from residing in areas with high 

immigrant concentration; less attention has been paid to the effect on children raised in 

immigrant-dense areas (e.g. Wilson, 1987; Case and Katz, 1991; Borjas 1995, 2000; Cutler 

and Glaeser, 1997; Edin et al., 2003). Some studies, however, have examined the economic 

outcomes for children. Grönqvist (2006) finds a negative effect of municipality enclave size 

on the probability of graduating from college or university and no effect on earnings for first- 
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and second-generation immigrant children.  Åslund et al. (2011) find a positive effect on 

grades of first-generation immigrant children from the size of the neighbourhood ethnic 

group. In contrast to Åslund et al. (2011) and Grönqvist (2006) the focus here is on second-

generation immigrants and their performance in comparison to natives, which says something 

about the integration process rather than the effect on immigrants per se.
1
 This study 

contributes to this research area by investigating a large variety of outcomes, looking at both 

immigrant and ethnic concentration and including both short- and long-run effects. 

 

The purpose of this paper is to study the relationship between childhood neighbourhood 

ethnic composition and socioeconomic and labour market outcomes of second-generation 

immigrants and natives. Firstly, we explore the extent to which a high concentration of 

immigrants in childhood neighbourhood is associated with economic performance in 

adulthood. This analysis will be conducted both for second-generation immigrant and native 

children. Secondly, it investigates if childhood neighbourhood share of immigrants with same 

ethnic background (own-group share) and share of immigrants with other descent (other-

group share) is correlated with economic outcomes later in life. The role of neighbourhood 

ethnic composition for future economic outcomes is a priori ambiguous in sign. On the one 

hand, second-generation immigrants can find employment opportunities and avoid 

discrimination if they belong to a large immigrant group that provides a better labour market 

network. On the other hand, second-generation immigrants might lose in the sense that they 

fail to acquire language proficiency and knowledge about the mainstream society if they are 

raised in an immigrant-dense area. It is necessary to study a variety of outcomes and 

responses in order to arrive at a better understanding of the different channels at work. The 

analysis focuses on the effects of neighbourhood ethnic composition on earnings level, the 

probability of being unemployed, of being reliant on income support, and the probability of 

having a college or university degree. Furthermore, it distinguishes short- from long-term 

effects and look at possible heterogeneous responses related to gender and ethnicity.  

 

We make use of Swedish panel data for the years 1990 to 2007 with information on 

neighbourhood of residence for all individuals, 16 years and older living in Sweden, in 

                                                 
1
 Although Grönqvist (2006) looks at both first- and second-generation immigrants his analysis does not include 

immigrant concentration and a comparison to natives. In addition he studies ethnic concentration at municipality 

level (on average 30,000 residents), which is substantially larger than the neighbourhoods used here (around 

2,000 residents). 
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addition to their demographic characteristics, ethnic background, labour market position and 

use of social benefits. A second-generation immigrant is a person born in Sweden and whose 

parents were both born outside Sweden; natives are people born in Sweden to two Swedish-

born parents. Individuals with one Swedish-born parent are therefore excluded from the 

analysis. The child cohorts we follow are born in the years 1976 to 1980 and were 10 to 14 

years of age when we observe their childhood neighbourhood in 1990. Their short-run 

economic outcomes are observed in 2000, when they were between the ages of 20 to 24, and, 

their long- run economic outcomes are observed in 2007 when they were between the ages of 

27 to 31 years.  

 

For second-generation immigrants, the results show that the immigrant concentration in 

childhood neighbourhood is associated with lower short-run earnings and a lower probability 

to start and graduate from higher education. Long run earnings, unemployment and income 

support reliance are not related to the share of immigrants in the childhood neighbourhood. 

However, the income support reliance and unemployment of Non-Nordic second-generation 

immigrants appears to be affected by the concentration of co-ethnics and other ethnic groups. 

In line with previous research, we find that residing alongside a large share of co-ethnics in 

childhood is associated with better economic outcomes in adulthood. It appears that the ethnic 

group might be a substitute for the social security system, since a larger own-group share 

yields a lower probability of reliance on income support. There is also some evidence for the 

fact that the probability of being unemployed is lower if raised in a neighbourhood containing 

a large own-group share. However, a high concentration of immigrants from other ethnic 

groups is associated with a higher probability of income support usage and unemployment in 

adulthood.  

 

Comparing the results for second-generation immigrants with estimations for natives indicates 

that natives are affected negatively and, more strongly by immigrant concentration. One 

explanation for this could be that all children raised in immigrant-dense neighbourhoods 

come to lack some knowledge of mainstream society, but for second-generation immigrants 

there are some gains (network effects and/or human capital spill-over) also. However, it is 

also possible that natives are affected more by bad neighbourhood quality or that parental 

sorting is more severe for natives, two facts that we are not able to control for in this study. 
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We conclude that when analyzing ethnic residential segregation patterns it is important to 

include both the role of ethnic concentration and immigrant concentration, especially since 

the ethnic segregation in Sweden is characterised by the grouping of immigrants from 

different ethnic groups into certain neighbourhoods. It appears that second-generation 

immigrant children who reside in a neighbourhood that contains a large share of co-ethnics 

might benefit from this in adulthood. However if the neighbourhood contains a large share of 

immigrants from other ethnic groups this could be negative for future economic outcomes.  

 

The paper is organised as follows. Section 2 consists of a literature review and describes the 

possible mechanisms by which ethnic concentration can affect children’s economic outcomes. 

The data, definitions and a description of the ethnic residential segregation in Sweden are 

described in section 3. The empirical model is presented in section 4. Section 5 presents the 

results and section 6 concludes. 

 

2. Literature review 

Early literature on the topic of migration focused on the assimilation of first generation 

immigrants in their new host countries. In classic models it has been shown that immigrants 

are at an earnings disadvantage at arrival in the host country, but that they tend to catch up 

with natives over time (e.g. Chiswick 1978, 1980; Borjas, 1985). More recently the children 

of first generation immigrants have also been in focus. These are individuals whom have been 

brought up and educated in the host country and they might therefore not face the same 

assimilation problems as their parents. However, empirical evidence points at a pattern were 

differences in terms of labour market attachment seem to remain also for the second 

generation immigrants (e.g. Algan et al, 2010 for France, Germany and the UK; Rooth and 

Ekberg, 2003 for Sweden). The literature regarding ethnic clustering of the immigrant 

population is included within the broad literature that tries to explain why the gap between 

natives and second-generation immigrants still remains. 

 

In what ways would we expect children to be affected by the ethnic composition in the 

neighbourhood in which they grow up? The relationship between the ethnic and social 

composition of an area and the socioeconomic outcomes of its inhabitants has been 

extensively studied (e.g. Borjas 1995, 2000; Case and Katz, 1991; Cutler and Glaeser, 1997; 

Edin et al., 2003; Wilson, 1987), however, there is still an ongoing debate over the direction 
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of the effect. For children of immigrants, residing in an ethnically segregated area can a priori 

have both positive and negative effects on their economic outcomes. On the one hand, it has 

been argued that the immigrant children’s acquisition of host country skills is slowed down by 

residence in an immigrant-dense area. On the other hand, a high concentration of immigrants 

and, then especially of immigrants with a similar ethnic background, can yield a larger labour 

market network and reduce possible discrimination against the immigrant children on the 

labour market. Despite the clear theoretical predictions of a negative effect of immigration on 

natives’ labour market outcomes, the vast literature on the consequences of immigration has 

not reached a consensus on the magnitude or direction of the effect on native earnings from an 

increased immigration (e.g. Borjas, 2003). The growing literature on the effect of immigrant 

concentration in schools on educational attainment of native children indicates that natives 

might be negatively affected by a large share of immigrants among their classmates (e.g. 

Gould et al., 2009). We will proceed by discussing these arguments for possible costs and 

benefits of ethnic residential segregation more at length. 

 

2.1 The costs of ethnic residential segregation 

One could argue that growing up in an immigrant-dense area can have adverse economic 

effects on the children of immigrants. Cutler and Glaeser (1997) propose that people, and 

especially youths, living in a minority-dominated neighbourhood might fail to acquire 

necessary skills, values and knowledge about the mainstream society. With less native 

influence the integration of immigrants becomes more complicated and this process is 

possibly reinforced among the children of immigrants, who might never acquire knowledge 

about the mainstream society. The line of argument is similar to that of Skyt-Nielsen et al. 

(2003), who contend that children growing up in neighbourhoods with a large share of 

immigrants have less contact with natives and this can affect their proficiency in the language 

of the host country and the quality of schooling they receive.  

 

Lazear (1999) shows that immigrants are more likely to be fluent in English when the number 

of co-residents from the same country in their community is small. He argues that a common 

culture and language is an important part of assimilation and moreover, that minority groups 

that acquire skills in the native culture and language have a larger pool of potential trading 

partners. Borjas (2000) suggests that that this in turn affects immigrants’ future outcomes on 

the labour market, since they may be reluctant to accept job opportunities outside the enclave 

or do not possess enough information about the national labour market. Although first-
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generation immigrants are most likely to be affected by living in an immigrant-dense area, the 

children of immigrants can be affected as well. If the language spoken in school, at home and 

with friends is not the national native language, this language proficiency can clearly default. 

In addition, children, by virtue of being influenced by minority cultural and social values, 

might later face discrimination on the labour and housing market. Carlsson (2010) provides 

evidence that not only first-generation immigrants, but also second-generation immigrants 

face discrimination on the Swedish labour market. 

 

In addition to the effect from ethnic clustering on labour market outcomes, there has been an 

ongoing discussion about the relationship between immigrants’ residential location choice and 

the possibility to use welfare benefits (e.g. Borjas and Trejo 1991; Borjas 1999; Hansen and 

Lofstrom, 2003). In line with the reasoning put forward earlier by Wilson (1987) about the 

increased reliance on welfare among the people living in the American inner cities, others 

have argued that immigrants living in immigrant-dense areas learn to rely on welfare from 

their neighbours. Borjas and Trejo (1991) show that immigrants in the US are more likely to 

depend on welfare and that this likelihood increases with time spent in host country. Hansen 

and Lofstrom (2003) show that immigrants in Sweden also have a higher propensity to be 

dependent on welfare, but as their time in Sweden increases they transition out of the system. 

Åslund and Fredriksson (2009) look at peer effects in welfare dependency among first-

generation immigrants in Sweden. They show that the likelihood to be dependent on welfare 

payments increases in neighbourhoods in which a large share of the ethnic community is 

already dependent on welfare. This pattern of adapting to the behaviour of co-residents might 

apply to second-generation immigrants who spent their childhood residing in immigrant-

dense areas where a large share of the immigrant population depended on the social security 

system. 

 

There exists a large literature regarding the impacts of immigration on labour market 

outcomes of the native population. Overall this literature has found that immigration has 

rather small effects on native earnings (e.g. Borjas, 1995, 2003; Ottaviano and Peri, 2012). 

Furthermore, it is possible that also the clustering of immigrants in certain areas matters for 

natives’ labour market success. Andersson (1998) argues that both native and immigrant 

children might face difficulties learning the national native language if the neighbourhood 

and, thereby the schools located there, are to a large extent made up of children of foreign-

born parents. The empirical evidence supporting this hypothesis is mixed. In Denmark, Israel 
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and Sweden, native students are found to be negatively affected by a high immigrant 

concentration in their school (e.g. Jensen and Rasmussen, 2011 for Denmark; Gould et al., 

2009 for Israel; Sulzkin and Jonsson, 2007 for Sweden.). However, studies on the Netherlands 

and the US have shown no effects (e.g. Angrist and Lang, 2004; Guryan, 2004 for US; 

Ohinata and van Ours, 2011 for the Netherlands.).  

 

Furthermore, it is possible that native children face other problems related to the socialisation 

process in a similar way as described above for immigrant children (Andersson, 1998). For 

instance, Cutler and Glaeser (1997) show that residential segregation has a small positive 

effect on outcomes of whites. However, to our knowledge there is no empirical investigation 

of this question from the point of view of natives. One reason for this might be that an 

increased immigrant concentration is negatively related to the quality of local social 

institutions (see e.g. Andersson, 1998; Cutler et al. 2008). These dynamics in the segregation 

process implies that it is difficult to find empirical strategies that make it possible to 

distinguish the direct and indirect effects of segregation. If the size of the neighbourhood 

immigrant population is related to neighbourhood quality (such as school quality), it is hard to 

distinguish effects from segregation per se from effects of neighbourhood quality. It is also 

important to keep in mind that residential location of the children is not random and, can be 

related to (unobservable) parental characteristics.  Edin et al (2003) show that selection is 

important in the sense that first generation immigrants tend to be better of if they move away 

from ethnic enclaves. It is possible that also children of immigrants that self-select into less 

immigrant dense areas are better off. In addition native parents might self-select into certain 

areas, a pattern that is found in Aldén et al (2013) whom show that native Swedes with a high 

level of educational attainment and earnings are more likely to move from neighbourhoods 

when they reach a threshold share of non-European immigrants. 

 

2.2 The benefits of ethnic residential segregation 

Apart from the possible negative effects of ethnic clustering for the residents’ labour market 

position, researchers have pointed out some mechanisms of potential gain as well. The 

argument put forward by Cutler and Glaeser (1997) among others is that natives and 

immigrants reside in different neighbourhoods causing an increased ethnic segregation, might 

in fact result in less segregation across income and skill groups within the immigrant/ethnic 

group. This could yield positive spill-over effects within the immigrant/ethnic community. 

For immigrant children from a less affluent background the spill-over could be realised by 
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more affluent immigrant children remaining in the immigrant-dense neighbourhoods, creating 

learning opportunities and attracting good teachers. This human capital externality hypothesis 

is supported by the findings in Edin et al. (2003), showing that low-skilled immigrants gain in 

terms of earnings’ outcome from living in an enclave while the higher skilled immigrants 

lose.  

 

Moreover, a high concentration of own-group residents could form a large social network and 

thereby improve the possibilities for employment. The Swedish labour market is characterised 

by a substantial ethnic workplace segregation (Åslund and Nordström Skans, 2010), a 

situation that suggests that co-ethnic contacts are important. Patacchini and Zenou (2012) find 

that in the UK ethnic networks are important for employment outcomes. They show that the 

higher the share of an individual’s ethnic group residing in close proximity, the more likely 

that individual is to find a job through social contacts. Furthermore, among the self-employed 

networks can be of importance, since immigrant entrepreneurs have reason to hire people who 

understand their language and working culture.  Andersson and Hammarstedt (2012) show 

that in Sweden the presence of ethnic enclaves increases the propensity for self-employment 

among immigrants from the Middle East. Furthermore, immigrants working in a business 

inside an enclave avoid discrimination on the national labour market and might benefit from a 

higher information flow about job openings (e.g. Borjas, 2000; Edin et al., 2003). This 

indicates that immigrants residing in enclaves can gain both in terms of a lower probability to 

be unemployed and from higher potential earnings.  

 

However, if ethnic clustering fosters ethnic networks, these networks could just as well 

substitute for welfare use (Barett and McCarthy, 2008). Åslund and Fredriksson (2009) 

conclude that the size of the ethnic group has a small but negative effect on welfare use. It is 

therefore worthwhile looking into the effect of growing up in an immigrant-dense area on the 

use of social benefits.  

 

To sum up, we see that second-generation immigrants are affected by the ethnic composition 

of the neighbourhood where they grow up in different ways, and it is an empirical question to 

identify the total net-effect. Both the concentration of the immigrant group as whole and the 

concentration of immigrants from the same ethnic group can affect second-generation 

immigrants’ economic outcomes in different ways. For natives, earlier research on school 

achievements point in the direction that immigrant concentration has a negative or zero 
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impact. It thus remains to empirically decide whether immigrants and natives are differently 

affected by the concentration of immigrants in their childhood neighbourhood. 

 

3. Data, definitions and ethnic residential segregation in 

Sweden 

3.1 Data and definitions 

This study makes use of individual panel data developed by Statistics Sweden: the register-

based data base LISA (Longitudinal Integration Database for Health Insurance and Labour 

Market Studies). The data provide information on demographic characteristics, labour market 

position and use of social benefits from 1990 to 2007 for all individuals, 16 years and older 

living in Sweden. In addition the data enable us to link individuals to both their parents. We 

also have data on individuals’ neighbourhood (Small Area Market Statistics, or SAMS) of 

residence. 

 

Figure 1 describes our data and sample. We focus on second-generation immigrants born in 

Sweden between 1976 and 1980, with both parents born abroad and residing in Sweden in 

1990. For comparison, we also include natives born between 1976 and 1980. We follow these 

Parents 
immigrated to or 
were born in 
Sweden 

Childhood 
 
Sample 
Children aged 10 to 14 years born in 
Sweden. In total 320,017 individuals.  
 
Variables measured 
-Neighbourhood immigrant share 
-Neighbourhood ethnic group shares 
-Parental characteristics 
 

Short run 
 
Sample 
Follow same individuals, now in ages 20 to 24 
years. In total 312,323 individuals remain.  
 
Variables measured 
-Short run economic outcomes 
       -Earnings level 
       -Probability to be unemployed 
       - Probability of receiving income support 
       - Probability of enrolment in higher education 
-Individual characteristics 

1990 2000 2007 Pre-1990 

Excluded if 

-parents are from 
different ethnic 
groups 

-population in 
neighbourhood 
less than 200 

Parents resided in 
Sweden and had 

children in ages 10-14 
years 

Match parents and children 
Definitions  
 
Earnings Yearly earnings from wage and/or self-employment. Excluding individuals 
with no earnings and students 
 
Unemployment Individual classified as unemployed if included in labour force (not 
retired, in military or have main income from student grants) and registered as 
unemployed. 
 
Income support Individual classified as income support receiver if received any 
amount of income support during the year. 
 
Higher education short run Individuals are seen as being enrolled in higher education  
If received student grant during the year. 
 
Higher education long run Individuals are seen as having completed higher education 

if they have at least 1 year university education. 
 

Long run 
 
Sample 
Follow same individuals, now in ages 27 to 
31 years. In total 320,356 individuals remain.  
 
Variables measured 
-Long run economic outcomes 
 -Earnings level 
       -Probability to be unemployed 
       - Probability of receiving income support 
       - Probability of finishing higher education 
-Individual characteristics 

FIGURE 1: Structure of data 
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children from ages 10 to 14 years, and observe their short-run economic outcomes at ages 20 

to 24 years and their long-run economic outcomes in ages 27 to 31 years. Since the children in 

our analysis are too young to be included in the register-data in 1990 when we study their 

childhood neighbourhood, we use information on their parents in 1990. According to 

Statistics Sweden (2005) it is more common for children in Sweden to live with their mother 

and therefore we match the children to their mother's place of residence in case father and 

mother do not cohabitate. In total we have 464,490 native and second-generation immigrant 

children in our sample. We impose the following restrictions on our sample. First, in order to 

identify ethnic group, we include only second-generation immigrant children whose parents 

have immigrated from the same region. After this restriction 398,425 observations remain. 

Secondly, we include only children where childhood neighbourhood is known and where the 

neighbourhood has at least 200 inhabitants. Then 397,420 observations remain. Our sample 

contains 376,611 native children and 20,809 second-generation immigrant children. 

 

We measure the neighbourhood characteristics for the neighbourhood of residence of the 

parents in 1990, their education level, earnings, if they are divorced, and number of years 

since migration if they are immigrants.
 2

 Neighbourhoods are based on SAMS areas, which 

contain an average of 2,000 residents.
3
 The neighbourhood immigrant share (Ij) in 

neighbourhood j is calculated as the number of first- and second-generation immigrants, i.e. 

those who were born abroad or who had at least one parent born abroad, divided by the total 

population in neighbourhood j. The neighbourhood own-group share (Egj) is calculated as the 

number of members of an ethnic group g, i.e. first-generation immigrants originating from 

region g and second-generation immigrants with both parents from group g, divided by the 

total number of residents in neighbourhood j. In this calculation we exclude the individual’s 

own parents if they reside in the same neighbourhood as the child. The neighbourhood other-

group share (Ogj) is calculated as the number of members of an ethnic group g, i.e. first-

generation immigrants originating from a region other than region g and second-generation 

immigrants with both parents not belonging to group g, divided by the total number of 

residents in neighbourhood j. 

                                                 
2
 Missing values for educational level are replaced by primary educational level. Missing values for earnings are 

replaced by the mean of mother/father earnings in each group (second-generation immigrant female, second-

generation immigrant male, native female and native male). However, the results are robust to excluding 

individuals with missing information. 
3
 For a discussion on the importance of neighbourhood size see Cutler and Glaeser (1997). 
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1

 

The ethnic groups are based on region of origin (Nordic, Western, Eastern Europe, Southern 

Europe, the Middle East, Asia, Africa and Latin America) since the data do not provide exact 

information on an individual’s country of origin.
4
  

 

The children’s short-run economic outcomes are observed for the year 2000 when members of 

our sample are ages 20 to 24 years and the long-run economic outcomes are observed in 2007 

when they are between 27 and 31 years. We include the following economic outcomes. The 

first outcome is yearly earnings from wage and/or self-employment, measured for individuals 

with positive earnings and who have not received student grants. Students are excluded since 

they have much lower earnings because they do not work full-time all year (either they have 

graduated or worked only part-time). Secondly, we measure the probability to be unemployed. 

An individual is included in the labour force if not retired, not in military service and not a 

student who has a higher income from student grants than from labour earnings. Individuals 

are classified as unemployed if they are registered as not in employment and (1) have received 

unemployment benefits or (2) have not received paternal leave or sick-leave payments. The 

third outcome observed is the probability to be an income support recipient (in the literature 

also referred to as Social Assistance or welfare use). The income support is a money transfer 

paid to those who cannot otherwise afford food, housing and other living costs. It is paid to 

families or individuals and here we use the individualized component of the total amount of 

income support. Finally, we measure the probability to have higher education. In the short run 

higher education is defined as that an individual is enrolled in higher education, measured by 

if individuals receive positive student grant payments. In the long run higher education means 

that an individual has finished at least one year of university studies. In addition we measure 

marital status, age, educational level and number of children under age 10
5
. As much as 

possible we try to keep the sample of children intact from childhood until the long-run 

                                                 
4 

Grouping countries into regions comes with the drawback that people with different ethnic backgrounds are 

included in the same group, while the use of country level could come with the opposite problem -- that ethnicity 

spans national borders. To decrease these problems the groups of countries that comprise a region have been 

chosen so that countries included in the same group are similar in terms of culture, geographical location and 

language. For further information on the construction of regions see Appendix A.   
5
 Missing values are replaced by primary educational level. However, the results are robust to excluding 

individuals with missing information. 
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outcomes are observed. However, some members of the sample exit our unbalanced panel and 

therefore, in 2007, 10,906 individuals are no longer included.  

 

3.2 Descriptive statistics 

Table B1 in Appendix B presents descriptive statistics for the individuals in the sample. 

Generally, second-generation immigrants have lower educational attainment, worse labour 

market outcomes and are more likely to receive income support. In 2007 the share with at 

least one year of university education is about 25 per cent for second-generation immigrants 

and 42 per cent among natives. Second-generation immigrants earn on average 15 per cent 

less than natives and are about twice as likely to receive income support and to be in 

unemployment. Displayed in Table B1 are some parental background variables, measured in 

the year 1990 when the individuals in the sample are children. As expected, the parental 

generation shows the same tendencies as its children: lower educational attainment and 

earnings. The parental educational gap is larger for the mothers; more than half the mothers of 

the second-generation immigrants only have primary education, compared to around a quarter 

of the mothers of native children. The mean yearly earnings of the fathers of native children 

are about 47 per cent higher than for fathers of second-generation immigrants. The earnings 

gap between mothers of natives and second-generation immigrants is smaller and amounts to 

about 20 per cent. Further on, a majority of the parents of the second-generation immigrant 

children arrived in Sweden between 1965 and 1975, which was 15 to 25 years before we 

observe the childhood neighbourhood. About 26 per cent arrived after 1975, and around 16 

per cent immigrated before 1965. 

 

Table B2 in Appendix B summarizes the foreign background of the individuals in the sample. 

It emerges that almost half (44 per cent) of the second-generation immigrants have a Nordic 

background. Southern Europe is the second most common ethnic group, comprising nearly 23 

per cent of the sample, while about 7 per cent have an Eastern European background.  

Furthermore, people with Middle Eastern background amount to approximately 17 per cent of 

the sample. The remaining ethnic groups (West, Asia, Africa and Latin America) amount to 

1.5 to 3.9 per cent of the sample. 

 

3.3 Ethnic residential segregation in Sweden 

Table 1 gives a description of the characteristics of all Sweden’s neighbourhoods according to 

their immigrant share. In total the Swedish population older than 16 years consists of about 7 
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million people, living in 9238 neighbourhoods (SAMS areas) in 1990. Neighbourhoods with 

less than 5 per cent immigrants are relatively few (13 per cent) and only 7 per cent of the 

population lives in such areas; likewise very few areas (7 per cent) have more than 40 per cent 

immigrants. These neighbourhoods with immigrant shares below 5 per cent or above 40 per 

cent are characterised by the highest unemployment rates and lowest mean incomes. A 

majority of the neighbourhoods have between 5 and 15 per cent inhabitants of immigrant 

background and in these neighbourhoods we find the lowest unemployment rates. Around 15 

per cent of the neighbourhoods have an immigrant share in the range of 15 to 20 per cent and 

the income level is highest in these neighbourhoods. Further on, the neighbourhoods with an 

immigrant share between 20 and 40 per cent comprise one-fifth of the total sample and the 

unemployment rate and average income are quite similar as for neighbourhoods with 

immigrant shares between 5 and 20 per cent. 

 

TABLE 1 
Immigrant concentration, income level and unemployment rate in SAMS areas in Sweden 1990 

 

 
Immigrant 
share (%) 

 

Per cent of 
neighbourhoods 

Per cent of 
individuals 

Mean income neighbourhood  

Mean income average 
neighbourhood 

Per cent unemployed neighbourhood 

Per cent unemployed average 
neighbourhood 

0 - 5 12.8 7.0 0.84 1.03 

5- 10 32.3 30.2 0.95 0.95 

10 -15 21.3 23.1 1.02 0.93 

15-20 12.5 15.9 1.07 1.06 

20-40 13.9 19.9 1.07 0.98 

>40 7.0 3.9 0.87 1.59 

Total 100 100 
  

 

In Table 2 the ethnic concentration on neighborhood level is presented separately for natives 

and immigrants and for each group of immigrants according to its ethnic background. It 

appears that in 1990 the average immigrant in Sweden lived in a neighborhood populated by 

23 per cent immigrants, which is substantially higher than the immigrant share in the 

neighborhood of an average native, 14 per cent. Behind these figures lies a large variety in 

ethnic residential segregation among the different groups of immigrants. The immigrants from 

the Nordic countries, Western countries and Eastern Europe live in neighborhoods with a 

smaller immigrant share than the average immigrant. For all other groups the share is higher 

and ranges from 27 to 35 per cent. Individuals from the Middle East are the most likely to 

reside in immigrant-dense neighborhoods. 
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In Table 2 we can see that all ethnic groups have on average an overrepresentation of 

individuals from their same group living in the same area. The groups from outside of Europe 

and the West tend to stand out, in particular immigrants with a Middle Eastern background. 

The average Middle Eastern immigrant lives in a neighborhood with nearly 9 per cent Middle 

Eastern immigrants, while the group as a whole only constitutes about 1 per cent of the total 

Swedish population. Among immigrants from Asia, Africa and Latin America, the share of 

own-group residents in the neighborhood is between 4 and 6 times higher than the share in the 

population. This pattern holds also for immigrants of Western and European background, 

where we see that the share of inhabitants from the own ethnic group is 1 to 5 times larger 

than the share of this ethnic group in the population. Thus, immigrants tend to cluster in the 

same areas with other immigrants from the same region. 

 

TABLE 2 
Ethnic concentration in Sweden 1990 

 

 
Ethnic background 
 

Per cent of population Per cent* of population in neighbourhood         
Per cent ethnic group neighbourhood 

Per cent ethnic group population *** 

  Same ethnic background Immigrant** 
 

Native 84.7 86.1 13.9 --- 

Immigrant** 15.3 - 22.9 --- 

Nordic 5.3 8.8 22.0 1.7 

Western 1.3 1.8 18.4 1.4 

Eastern Europe 1.4 2.9 23.7 2.1 

Southern Europe 1.1 5.2 28.5 4.7 

The Middle East 1.2 8.7 35.0 7.3 

Asia 0.5 2.0 26.5 4.0 

Africa 0.3 1.8 29.5 6.0 

Latin America 0.5 2.8 31.1 5.6 

Note: *all numbers are for the average individual in each group. 
**includes both first and second-generation immigrants. 
***the figure is calculated by dividing the number in the second column by the number in the first. 

 

Table 3 depicts the ethnic concentration in the neighbourhoods where the individuals in our 

sample resided in childhood. The childhood neighbourhood immigrant share is nearly 20 

percentage points higher for the average second-generation immigrant child in comparison to 

that of the average native child. This implies that the immigrant children we study live more 

segregated than does the immigrant population shown in Table 2. In the neighbourhood with 

the highest immigrant concentration, nearly 80 per cent of the residents are of immigrant 

background. As regards own- and other-group share, on average the ethnic concentration 

amounts to a neighbourhood share of about 10 per cent of individuals with similar ethnic 
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background and around 22 per cent of other ethnic background. As with the total population 

of immigrants, children with parents from the Middle East tend to reside in neighbourhoods 

with a high share of other people of Middle Eastern descent. The ethnic group share is higher 

for the children in the sample than for the immigrant population described in Table 3 and this 

holds for all ethnic groups. 

 
TABLE 3 

 Ethnic concentration in childhood neighbourhood for sample individuals 
 

Immigrant Share (%)     

 Mean Standard deviation Minimum Maximum Observations 

Native 
 

13.2 8.5 0.4 78.3 376,611 

Second-generation immigrant 31.6 19.2 2.6 78.3 20,809 

 
Other-Group Share (%) 
 

   
 

All second-generation immigrants 
 

22.1 15.1 1.0 76.2 20,809 

 
Own-Group Share (%) 
 

   
 

All second-generation immigrants 
 

9.3 9.0 0 65.8 20,809 

Nordic 
 

11.5 9.2 0.4 65.8 9,202 

Western 
 

1.8 1.6 0 25.5 310 

East Europe 
 

3.3 2.7 0 16.7 1,482 

South Europe 
 

6.8 7.2 0 36.7 4,734 

The Middle East 
 

13.3 10.7 0 34.9 3,470 

Asia 
 

2.2 2.3 0 13.5 410 

Africa 
 

1.8 1.7 0 7.1 393 

Latin America 
 

3.4 3.0 0 11.9 808 

 

Table 4 shows the outcomes of interest calculated for values above and below the mean 

immigrant share (Ij) and ethnic group share (Egj) for second-generation immigrants and 

natives respectively. Overall it appears that people residing in areas with low immigrant 

shares have better economic outcomes, with the exception for natives' earnings. For ethnic 

group share the pattern is less clear. Labour market outcomes are in general better for second-

generation immigrants who were raised in neighbourhoods with a strong ethnic presence. 

However, a high ethnic group share seems to be related also to a higher income support use 

and lower educational attainment. 
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TABLE 4 
Outcomes for different levels of neighbourhood immigrant and ethnic concentration  

 

 
 

Second-generation immigrants Natives 

 Earnings Unemployed 
Income 
support 

Higher 
education 

Earnings Unemployed 
Income 
support 

Higher 
education 

 
SHORT 
RUN 

        

Low Ij 1,420 21.3 16.2 45.1 1,485 14.3 7.8 48.9 

High Ij 1,286 25.6 20.2 37.7 1,501 14.3 9.6 46.5 

Low Egj 1,369 23.6 16.7 47.0     

High Egj 1,361 22.3 19.4 34.3     

 
LONG 
RUN 

        

Low Ij 2,478 13.4 5.3 36.7 2,571 6.8 2.3 48.1 

High Ij 2,268 15.4 6.9 25.4 2,649 8.2 3.3 45.2 

Low Egj 2,446 14.9 5.9 37.5     

High Egj 2,320 13.1 6.0 23.9     

Note: Mean of annual earnings in 100 SEK, restricted to individuals with earnings above 0 and excluding students. Other 
outcomes in per cent.  

 

4. Empirical specification 

The question of interest here is whether growing up in an ethnic dense neighbourhood is 

related to the economic outcomes experienced as an adult. We measure short-run effects 10 

years later and long-run effects after 17 years. Equation [1] is specified separately for second-

generation immigrant women, second-generation immigrant men, native women, and native 

men. 

 

ijctectijttititicjt INPXY    1111  [1] 

 

The economic outcome, Y, is measured in the year t [= 2000, 2007] for each individual, i, 

residing in neighbourhood, j, located in municipality, c. The coefficient of interest is , which 

measures the correlation between immigrant share in the neighbourhood at point t-1[=1990] 

and economic outcomes in year t. We will in addition include a set of individual 

characteristics, X (age, educational level, marital status and children) parental characteristics, 

P(educational level, earnings, marital status and years since migration) and neighbourhood 

level control variables,
 
N (unemployment rate, income level, proportion of persons with 
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university degree). 
6
 αc measures municipality fixed effects,  αe ethnic group fixed effects and 

ε is a random error term.  We measure the correlation between economic outcomes and 

immigrant concentration using variation across neighbourhoods within a municipality and 

then there is a possibility that we omit neighbourhood factors that correlate with the 

neighbourhood’s immigrant share and affect economic outcomes. This problem can be 

mitigated by including neighbourhood controls that proxy for the quality of the 

neighbourhood.  

 

The economic outcomes that will be studied are yearly earnings, probability of being on 

unemployment, probability of receiving income support and probability of having higher 

education. By choosing these outcome variables we are able to give an overall picture of the 

life-work-situation for individuals in our sample. The sample individuals are fairly young 

when the short-run outcomes are studied (20 to 24 years old) and therefore we will define the 

short-run educational outcome as the probability of being enrolled in higher education, while 

in the long run we study the probability of having graduated from an institution of higher 

education. 

 

All outcome equations will be estimated using OLS. This means that we use a linear 

probability model (LPM) for the dichotomous outcomes unemployment, income support and 

higher education. The reason for not using a probit or logit specification is that including 

fixed effects on both ethnic group and municipality level results in a high possibility of no 

variation in outcome within a cell. In the literature this is the separation problem, i.e. that 

success or failure is entirely predicted by a set of covariates (e.g. Zorn, 2005). For the 

earnings equation we specify a model with the logarithm of earnings.
7
 

 

The role of ethnic concentration will be decomposed by estimating the correlation between 

economic outcomes and the share of own-group inhabitants in the neighbourhood. The 

following model [2] will be estimated separately for second-generation immigrant women and 

men. 

                                                 
6
 For construction of variables please see Appendix C. It is possible that the included parental variables are not 

able to control entirely for parental sorting. For example, if the least ability parents reside in the most immigrant-

dense neighbourhoods and in addition have children that lather in life experience worse outcomes, this will 

generate a larger negative effect of immigrant share. 
7
 Estimations using a logit model generated marginal effects very similar to the LPM. Note that in the LPM 

 will be interpreted as the change in probability (in percentage points) from a one percentage point increase in 

the immigrant share. 
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ijctectijtijttititicjt OENPXY    1121111                 [2] 

Again the outcome, Y (logarithm of earnings, unemployment, income support and higher 

education), is measured in 2000 and 2007 for each second-generation immigrant residing in 

neighbourhood, j, located in municipality c. The coefficients of interest are 1 , that measures 

the correlation between own-group share, i.e. share of individuals belonging to the same 

ethnic group, in the childhood neighbourhood and economic outcomes and 2 , that measures 

the correlation between other-group share, i.e. the share of neighbours from other ethnic 

groups, and economic outcomes. Included are as well individual characteristics, X, parental 

characteristics, P, and neighbourhood controls, N. αc measures municipality fixed effects, αe 

ethnic group fixed effects and ε is a random error term. It is possible to specify [2] with 

neighbourhood fixed effects, since the ethnic group shares varies for the ethnic groups within 

a neighbourhood. That would imply that we would not have problems with possible omitted 

neighbourhood variables. For comparative reasons we will use a specification with 

municipality fixed effects and we will then include neighbourhood controls as in specification 

[1]. 

 

 

5. Results 

5.1 Short-run results 

Table 5 shows the short-run results from the estimation of equation [1] and [2]. Of main 

interest is firstly the coefficient for immigrant share, which measures the correlation between 

childhood neighbourhood immigrant share and economic outcomes ten years after childhood 

and, secondly, the coefficients for own-group share and other- group share, which measure 

the correlation between childhood neighbourhood ethnic group shares and economic 

outcomes when ten years have elapsed since childhood.  

 

First, Table 5 column (1) to (3) gives the OLS regression results for the correlation between 

childhood neighbourhood ethnic composition and short-run labour earnings. For second-

generation immigrants we find in column (1) that a 10 percentage point increase in the 

childhood neighbourhood immigrant share is associated with around 2.6 per cent lower 

earnings.  Further, the estimates in column (2) show no statistically significant correlation 

between own or other ethnic group share and earnings. For natives we find a negative 
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correlation between immigrant share and earnings. This correlation is lager in magnitude than 

what we see for second-generation immigrants and amounts to about 3.1 per cent lower 

earnings when increasing the immigrant share by 10 percentage point. 

 

Secondly, column (4) to (6) in Table 5 displays the results from the estimation of a LPM for 

the probability of being a recipient of income support. Since the results for the probability of 

being in unemployment and the results for the probability of usage of income support are very 

similar we exclude the results for unemployment, but keep in mind that they would have a 

similar interpretation. For second-generation immigrants the impact of a 10 percentage point 

increase in the immigrant concentration on the probability of receiving income support is 

positive and about 0.3 percentage points. Using specification [2] in column (4) and looking 

instead at the correlation between ethnic concentration and income support use, we find that a 

10 percentage point increase in own-group share is associated with an about 0.2 percentage 

point decrease in the probability of income support reliance whereas a 10 percentage point 

increase in the neighbourhood share of other ethnic groups implies an nearly 0.4 percentage 

point higher probability of receiving income support. However, the coefficients in column (4) 

and (5) are not statistically significant. For natives the correlation between immigrant share 

and the probability of being a recipient of income support is positive and statistically 

significant and it amounts to an about 2.8 percentage points increased probability of income 

support usage from an increase of the immigrants share by 10 percentage points. 

 

Finally, Table 5 columns (7) to (9) show the estimations from a LPM for the probability of 

being enrolled in college or university. For second-generation immigrants we find a negative 

impact of about 0.9 percentage point on the probability be enrolled in higher education if the 

immigrant concentration increases by 10 percentage points. Further, it appears that a higher 

own-group share decreases the probability of starting higher education with about 1.9 

percentage points. For natives we find a small negative association between immigrant 

concentration and the probability of higher education enrolment. 
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TABLE 5 
Short-run estimates for the relationship between childhood neighbourhood ethnic composition and economic 

outcomes(clustered standard errors within brackets) 
 

 Earnings  Income support  Higher education 

 
 
 

Second-generation 
immigrant 

 
Native 

 

 
Second-generation 

immigrant 

 
Native 

 

 
Second-generation 

immigrant 

 
Native 

 

VARIABLES (1)  (2)  (3)  (4)  (5)  (6)  (7)  (8)  (9) 

 
                 

Immigrant 
share 

-0.261* 
[0.133] 

   
-0.312*** 
[0.040] 

 
0.027 

[0.040] 
   

0.281*** 
[0.014] 

 
-0.087** 
[0.044] 

   
-0.033** 
[0.016] 

Own-group 
share   

-0.177 
[0.016] 

     
-0.022 
[0.068] 

     
-0.185*** 
[0.0612] 

  

Other-group 
share   

-0.273 
[0.147] 

     
0.043 

[0.047] 
     

-0.034 
[0.052] 

  

 
Number of 
observations 

11,105  11,105  198,879  20,809  20,809  376,611  20,809  20,809  376,611 

 
R

2
 

0.118  0.118  0.104  0.135  0.135  0.115  0.115  0.115  0.133 

Notes:. *** indicates statistical significance at 1 per cent level, ** at the 5-per cent level, and * at the 10 per cent level 
Standard errors robust for clustering on SAMS*ethnic group level for immigrant sample and SAMS level for native sample. 
Regressions includes individual controls: age, age squared, education indicators, indicator for married, indicator for having at 
least one child under age of 10 years; parental controls: education indicators for educational level of mother and father, mother 
and father earnings, indicator for divorced parents, years since migration for immigrant sample; neighbourhood controls: mean 
unemployment rate, mean income level and mean share of high educated. Earnings regressions exclude individuals with 
income below or equal to zero and students. Higher education regressions exclude individual education level indicators. Full 
regression results are available from the author upon request. 

 

In summary, in the short run there is no clear pattern demonstrating that second-generation 

immigrant children who reside in a neighbourhood with a higher immigrant share experience 

worse economic outcomes as adults. For earnings, a higher immigrant share is associated with 

lower earnings in the short run. Further, a high share of immigrants from other ethnic groups 

seems to give a higher probability of dependence on income support, whereas a higher own 

ethnic group share works in the opposite direction. This could mean that one's own ethnic 

group works as a substitute for the social security system for second-generation immigrants. It 

also appears that a high own-group share is associated with a lower probability to start higher 

education.  

 

If we compare the results for second-generation immigrants with the patterns for natives it 

appears that being raised in an immigrant-dense neighbourhood is entirely associated with 

worse economic outcomes for natives and except for higher education the correlations for 

natives are stronger. We should keep in mind that the neighbourhood immigrant share might 

be correlated with other neighbourhood characteristics and that this is captured in the 

coefficient for immigrant share. This matters both for second-generation immigrants and 

natives, but natives might be affected more. Other possible explanations would be that 

parental sorting is more severe for native children or that both natives and second-generation 
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immigrants raised in immigrant-dense neighbourhoods come to lack certain knowledge of 

mainstream society, but for second-generation immigrants there are some gains (network 

effects and/or human capital spill-over) from this. 

 

5.2 Long-run results 

Table 6 shows the long-run results from the estimation of equation [1] and [2]. Similarly as in 

the short-run regressions we are interested in the coefficients for neighbourhood immigrant 

share, neighbourhood share of own ethnic group and neighbourhood share of other ethnic 

groups. In the long run regressions we estimate the correlation between the neighbourhood 

variables and economic outcomes 17 years later. Again we do not display the results for 

unemployment, which are similar to the results for income support reliance. 

 

Column (1) to (3) displays the results for the estimation of long-run earnings. Among second-

generation immigrants we find no statistically significant correlations between childhood 

neighbourhood ethnic composition and long-term earnings. For the native sample the long-run 

correlation between immigrant share and earnings is again negative and somewhat smaller in 

magnitude in comparison to the short –run results. 

 

Further on, table 6 shows the long-run estimates for the probability of being an income 

support recipient. For second-generation immigrants the effects appear to be in line with the 

results found in the short run, but now stronger and statistically significant. The coefficients in 

column (5) shows that increase in the own- group share by 10 percentage point, holding the 

other- group shares constant, gives an about 0.7 percentage point decrease in the probability 

to be reliant on income support. Similarly as in the short run, the coefficient for other-group 

share is positive and amounts to an impact of about 0.6 percentage points. For natives, a 10 

percentage point higher immigrant share is associated with an about 1.3 percentage point 

increase in the probability of receiving income support. 

 

Finally, table 6 shows the results from the estimation of the long-run probability to have 

finished at least one year of higher education. Similarly as in to the short-run there is a 

negative association between immigrant concentration and educational attainment in both 

groups. The size of this correlation is around 1.2 percentage points for second-generation 

immigrants and 2.1 percentage points for natives. Contrary to the short-run results for second-

generation immigrants, the correlation appears to be mainly driven by a negative impact of 
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other-group share. This implies that a high own-group share decreases the short-run 

probability to start higher education, whereas a high other-group share rather implies a lower 

probability to graduate.  

 

TABLE 6 
Long-run estimates for the relationship between childhood neighbourhood ethnic composition and economic 

outcomes(clustered standard errors within brackets) 
 

 Earnings  Income support  Higher education 

 
 
 

Second-generation 
immigrant 

 
Native 

 
Second-generation 

immigrant 

 
Native 

 
Second-generation 

immigrant 

 
Native 

VARIABLES (1)  (2)  (3)  (4)  (5)  (6)  (7)  (8)  (9) 

 
                 

Immigrant 
share 

-0.018 
[0.094] 

   
-0.229*** 
[0.025] 

 
0.017 
[0.023] 

   
0.129*** 
[0.007] 

 
-0.117*** 
[0.043] 

   
-0.212*** 
[0.017] 

Own- group 
share 

  
0.067 
[0.137] 

     
-0.071** 
[0.003] 

     
-0.056 
[0.061] 

  

Other-group 
share 

  
-0.011 
[0.111] 

     
0.055* 
[0.029] 

     
-0.123* 
[0.050] 

  

 
Number of 
observations 

15,168  15,168  305,048  19,748  19,748  366,766  19,748  19,748  366,766 

 
R

2
 0.092  0.092  0.084  0.086  0.086  0.051  0.162  0.162  0.205 

Notes:. *** indicates statistical significance at 1 per cent level, ** at the 5-per cent level, and * at the 10 per cent level 
Standard errors robust for clustering on SAMS*ethnic group level for immigrant sample and SAMS level for native sample. 
Regressions includes individual controls: age, age squared, education indicators, indicator for married, indicator for having at 
least one child under age of 10 years; parental controls: education indicators for educational level of mother and father, mother 
and father earnings, indicator for divorced parents, years since migration for immigrant sample; neighbourhood controls: mean 
unemployment rate, mean income level and mean share of high educated. Earnings regressions exclude individuals with 
income below or equal to zero and students. Higher education regressions exclude individual education level indicators. Full 
regression results are available from the author upon request. 

 

Overall, it appears that the sign and magnitude of the correlations between the neighbourhood 

ethnic composition and outcomes are quite similar as in the short run. The results for second-

generation immigrants’ income support use and unemployment propensities are very robust 

and points in the same direction as in the short-run. However, in contrast the short-run results, 

the long-run earnings of second-generation immigrants appear to not be related to childhood 

ethnic composition.  

 

5.3 Sensitivity analysis  

We have performed some sensitivity analysis to check whether there is evidence for 

heterogeneous responses for various groups. Firstly, we estimated our model separately for 

men and women. We have reason to believe that ethnic residential segregation can have 

differential effects for women and men. For instance, Skyt Nielsen et al. (2003) find large 

gender differences for second-generation immigrants in terms of the school-to-work transition 

and labour market integration and the same holds for Åslund et al. (2011), whom find a larger 
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positive effect on the educational attainment of first-generation immigrant boys than on girls 

from growing up in a neighbourhood with a large ethnic community. Secondly, we run 

separate regressions for the three immigrant categories Nordic, European and Non-European, 

since earlier research has shown differential effects on labour market outcomes for second-

generation immigrants in relation to their parents' country of origin (e.g. Rooth and Ekberg, 

2003).   

 

Overall we find no evidence for different responses for second-generation women and men, 

whereas for natives, men appear to experience stronger correlations in comparison to women, 

both in the short and long run and for all four outcomes. As regards differential effects for 

Nordic, European and Non-European second-generation immigrants we find heterogeneous 

responses in income support reliance. It appears that the negative association between own-

group share and the probability of being reliant on income support holds only for those 

second-generation immigrants with parents from non-Nordic countries. The estimate for own-

group share in the regression for short-run income support usage is about -0.211(0.102) for 

European second-generation immigrants, -0.230(0.107) for non-European second-generation 

immigrants and 0.213(0.087) for Nordic second-generation immigrants. We can conclude that 

the estimates for non-European and European second-generation immigrants are statistically 

significantly lower than the estimate for Nordic second-generation immigrants. Individuals 

with parents from Nordic countries actually seem to be more prone to relay on income support 

if raised alongside other Nordic immigrants, whereas European and Non-European second-

generation immigrants have a lower probability to be dependent on income support if the 

share of others from the same ethnic group is large and, the estimates are very similar 

irrespectively of non-European or European descent. Further, the same pattern holds for the 

results regarding other-share and income support usage. We can conclude that the positive 

association between the other-group share and income support reliance is only apparent for 

non-Nordic second-generation immigrants. The differential effects between Nordic, European 

and Non-European second-generation immigrants are apparent both in the short- and long run 

estimations. 

 

6. Conclusions   

This paper has studied the relationship between childhood neighbourhood ethnic composition 

and socioeconomic and labour market outcomes of second-generation immigrants and natives 
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in Sweden. We analysed the role of three ethnic neighbourhood characteristics -- share of 

immigrants, share of immigrants with same ethnic background and share of immigrants with 

other descent -- and include both short- and long-term effects. We have investigated four 

outcomes: earnings, unemployment, income support and higher education, in order to 

describe individuals both inside and outside Sweden's labour market.  

 

The results presented in this paper note that second-generation immigrants raised in a 

neighbourhood with a high immigrant share have lower short-run earnings and a lower 

probability to start and graduate from higher education. Long run earnings, unemployment 

and income support reliance are not related to the share of immigrants in the childhood 

neighbourhood. Comparing the results with estimations of associations between childhood 

neighbourhood immigrant share and economic outcomes for natives indicates that natives are 

more strongly and negatively affected by immigrant concentration. We should keep in mind 

that natives on average fare better than second-generation immigrants to start with, i.e. 

residing in an immigrant-dense area does not imply that natives do worse than second-

generation immigrants in total. Stronger correlations for natives are consistent with the results 

found in Skyt Nilesen et al. (2003) for Denmark. What are the plausible explanations for this? 

To start with immigrant concentration might capture also other omitted neighbourhood 

variables, such as the quality of the schools, and it is possible that natives are more negatively 

affected by bad neighbourhood quality. Moreover, parental sorting might be more severe for 

native children in the sense that unobserved undesirable parental characteristics, that might 

have a negative impact upon the prospects of the children, are more frequent in immigrant-

dense areas and also among native parents. Finally, it is possible that both natives and second-

generation immigrants raised in immigrant-dense neighbourhoods come to lack certain 

knowledge of mainstream society, but for second-generation immigrants the immigrant 

neighbours provide some gains (network effects and/or human capital spill-over) also. 

 

Furthermore, the analysis shows that it is important to distinguish between residing in a 

neighbourhood with a large share of immigrants with similar ethnic background and a large 

share of immigrants from other ethnic groups. Being surrounded by members of the same 

ethnic group in childhood is beneficial for second-generation immigrants. It appears that the 

ethnic group might be a substitute for the social security system, since a larger own ethnic 

group share yields a lower probability to be reliant on income support both in the short and 

long run. In addition we find some indication that also unemployment probability is reduced if 
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a person grows up in a neighbourhood with a large own ethnic group share, which could 

imply that the ethnic group provide a better labour market network. A positive impact from 

residing in ethnically dense areas is in line with earlier results presented for adult migrants 

(e.g. Edin et al., 2003; Damm, 2009) and first-generation immigrant children (e.g. Åslund et 

al., 2011). Regarding the share of other ethnic groups, the results point in the direction that it 

is, if anything, affecting economic outcomes negatively.  

 

As regards differential responses, we find no evidence for the fact that second-generation 

women and men are affected differently by the ethnic composition of their childhood 

neighbourhood, whereas native men experience stronger adverse effects in contrast to native 

women. Moreover, the income support reliance of non-Nordic second-generation immigrants 

is affected negatively by being surrounded by co-ethnics and they have a higher probability of 

income support usage if they were raised in a neighbourhood with a large share of immigrants 

from other ethnic groups. This is in contrast to Nordic second-generation immigrants, whom 

are more prone to receive income support if raised alongside many immigrants, irrespectively 

if they are of Nordic descent or not.  

 

Moreover we do not find that the correlations are very much different between the short- and 

long-run. However, it would be fruitful to investigate if the results remain when opening the 

time-window further between exposure to ethnic concentration and the measurement of 

outcomes. This is unfortunately not possible with the data used here.  

 

Finally, recent research has contributed to the literature on the impact of residing in an ethnic 

enclave on the economic outcomes of first-generation immigrants. However, ethnic 

residential segregation in Europe is characterised by immigrants with different ethnic 

backgrounds residing in the same areas. We conclude that when analysing ethnic residential 

segregation patterns it is important to include both the role of ethnic concentration and 

immigrant concentration. It appears that second-generation immigrant children who live in a 

neighbourhood with a large share of co-ethnics might benefit from this in adulthood; however 

if the neighbourhood contains a large share of immigrants from other ethnic groups this could 

have negative economic outcomes in the future. In order to understand the policy implications 

there is a need to understand the mechanisms at work when it comes to the connection 

between neighbourhood ethnic composition and individual outcomes.  

 



26 

References 

Aldén, L. Hammarstedt, M. and Neuman, E. (2013) “Ethnic segregation, tipping behaviour,  

and native residential mobility.” International Migration Review, forthcoming. 

 

Andersson, L. and Hammarstedt, M. (2012) “Ethnic Enclaves, Networks and Self-

Employment among Middle Eastern Immigrants in Sweden.” International Migration, 

forthcoming. 

 

Andersson, R. (1998) “Socio-spatial dynamics: Ethnic divisions of mobility and housing in 

post-Palme Sweden.” Urban Studies, Vol. 35, No. 3, pp. 397–428. 

 

Angrist, J.D. and Lang, K. (2004) “Does School Integration Generate Peer Effects? Evidence 

from Boston's Metco Program.” The American Economic Review, Vol. 94, No. 5, pp.1613–

1634. 

 

Åslund O., Böhlmark, A. and Nordström Skans, O. (2012) “Childhood and Family 

Experiences and the Social Integration of Young Migrants.” Norface Migration Discussion 

Paper No. 2012-3 

 

Åslund O, Edin P-A, Fredriksson P. and Grönqvist H. (2011) “Peers, Neighborhoods, and 

Immigrant Student Achievement: Evidence from a Placement Policy." American Economic 

Journal: Applied Economics, Vol. 3, No. 2, pp. 67–95. 

 

Åslund O. and Fredriksson P. (2009) “Peer Effects in Welfare Dependence. Quasi-

Experimental Evidence.” The Journal of Human Resources, Vol. 44, No. 3, pp. 798–825. 

 

Åslund O.  and Nordström  Skans, O. (2010) “Will I See You at Work? Ethnic Workplace 

Segregation in Sweden, 1985-2002.” Industrial and Labor Relations Review, Vol. 63, No. 3, 

pp. 471–493. 

 

Aydemir, A., Chen, W-H., Corak, M. (2009) “Intergenerational Earnings Mobility among the 

Children of Canadian Immigrants.” The Review of Economics and Statistics, Vol. 91, No. 2, 

pp. 377–397. 

 

Barrett, A., and McCarthy, Y. (2008) “Immigrants and Welfare Programmes: Exploring the 

Interactions between Immigrant Characteristics, Immigrant Welfare Dependence, and Welfare 

Policy” Oxford Review of Economic Policy, Vol. 24, No. 3, pp. 542–559. 

 

Borjas, G.J.(1992) “Ethnic Capital and Intergenerational Mobility.” The Quarterly Journal of 

Economics, Vol. 107, No. 1, pp.123–150. 

 

Borjas, G. J. (1993) “The Intergenerational Mobility of Immigrants.” Journal of Labor 

Economics, Vol. 11, No. 1, pp. 113–134. 

 

Borjas, G.J. (1995) “Ethnicity, Neighborhoods, and Human Capital Externalities.” The 

American Economic Review, Vol. 85, No. 3, pp. 365–390. 

 

Borjas, George J. (1995), “The economic benefits from immigration”, Journal of Economic  

Perspectives, Vol. 9, No. 2, pp. 3-22. 

http://www.ingentaconnect.com/content/aea/aer


27 

 

Borjas, G.J. (1999) “Immigration and Welfare Magnets.” Journal of Labor Economics, Vol. 

17, No. 4, pp. 607–637. 

 

Borjas, G.J. (2000) “Ethnic Enclaves and Assimilation.” Swedish Economic Policy Review 

Vol. 7, No. 2, pp. 89–122. 

 

Borjas, George J. (2003), “The labor demand curve is downward sloping”, The Quarterly 

Journal of Economics, Vol. 118, No. 4 (Nov), pp. 1335-1374. 

 

Borjas, G.J. (2006) “Making It in America: Social Mobility in the Immigrant Population.” The 

Future of Children, Vol. 16, No. 2, pp. 55–71. 

 

Borjas, G.J. and Trejo S.J. (1991) ”Immigrant Participation in the Welfare System.” Industrial 

and Labor Relations Review, Vol. 44, No. 2, pp. 195–211. 

 

Card, D., DiNardo, J. and Estes, E. (2000) “The More Things Change: Immigrants and the 

Children of Immigrants in the1940s, the 1970s, and the 1990s.” in Borjas, G.J. (ed.) 

(2000). Issues in the Economics of Immigration. Chicago: University of Chicago Press. 

 

Carlsson, M. (2010) “Experimental Evidence of Discrimination in the Hiring of First- and 

Second-generation Immigrants” Labour, Vol. 24, No. 3, pp. 263–278. 

 

Case, A. and Katz, L. (1991) “The Company You Keep: The Effects of Family and 

Neighborhood on Disadvantaged Youths”. NBER Working Paper No. 3705. 

 

Cutler, D. and  Glaeser, E.(1997) “Are Ghettos Good Or Bad?” Quarterly Journal of 

Economics, Vol. 112, No. 3, pp. 827–872. 

 

Cutler, D., E. Glaeser, and J. Vigdor (2008) “When Are Ghettos Bad? Lessons from 

Immigrant Segregation in the United States” Journal of Urban Economics, Vol. 63, No.3, pp.  

759–774 

 

Damm, A.  Piil (2009) “Ethnic Enclaves and Immigrant Labor Market Outcomes: Quasi-

Experimental Evidence”, Journal of Labor Economics , Vol. 27, No. 2, pp. 281–314. 

 

Edin, PA., Fredriksson, P. and Åslund, O. (2003) ”Ethnic Enclaves and the Economic Success 

of Immigrants: Evidence from a Natural Experiment.” Quarterly Journal of Economics, Vol. 

118, No. 1, 489–526. 

 

Ginther D., Haveman R. and Wolfe B. (2000), “Neighborhood Attributes as Determinants of 

Children's Outcomes: How Robust Are the Relationships?” The Journal of Human Resources, 

Vol. 35, No. 4, pp. 603–642. 

 

Gould, E. D., Lavy, V., and Paserman, M. D. (2009) “Does Immigration Affect the Long-

Term Educational Outcomes of Natives? Quasi-Experimental Evidence.” The Economic 

Journal, Vol.119, No.540, pp. 1243–1269. 

 

Grönqvist H. (2006) “Ethnic Enclaves and the Attainments of Immigrant Children” European 

Sociological Review, Vol. 22, No. 4, pp.369–382. 

http://www.sciencedirect.com/science/journal/00941190
http://www.sciencedirect.com/science/journal/00941190/63/3
https://www.jstor.org/stable/146365
https://www.jstor.org/stable/146365
https://www.jstor.org/stable/146365


28 

 

Guryan, J. (2004) “Desegregation and Black Dropout Rates” The American Economic 

Review, Vol.94, No. 4, pp. 919–943. 

 

Gustafsson, B. and Zheng, J. (2006) “Earnings of Immigrants in Sweden, 1978 to 1999.” 

International Migration, Vol. 44, No. 2, pp. 79–117. 

 

Hansen, J. and Lofstrom, M. (2003) ”Immigrant Assimilation and Welfare Participation: Do 

Immigrants Assimilate into or out of Welfare?” The Journal of Human Resources , Vol. 38, 

No. 1, pp. 74–98. 

 

Hammarstedt, M. (2009) “Intergenerational Mobility and the Earnings Position of First-, 

Second-, and Third-Generation Immigrants”. Kyklos, Vol 62, No. 2,  pp. 275–292.  

 

Hammarstedt, M. and Palme, M. (2012) “Human Capital Transmission and the Earnings of 

Second-generation Immigrants in Sweden”, IZA Journal of Migration, Vol. 1, No. 4. 

 

Hammarstedt, M., and Shukur, G. (2006) “Immigrants’ Relative Earnings in Sweden - A 

Cohort Analysis.” Labour, Vol. 20, No. 2, pp. 285–323. 

 

Jencks, C. and Mayer, S.E. (1990) The Social Consequences of Growing Up in a Poor 

Neighbourhood,  in Lynn, L.E. and McGeary, M. G. H. (ed.) (1990). Inner-city poverty in the 

United States. Washington, D.C.: National Academy Press 

 

Jensen, P. and Rasmussen, AW (2011) “Immigrant and Native Children’s Cognitive 

Outcomes and the Effect of Ethnic Concentration in Danish Schools.” Economics of 

Education Review, Vol. 30, No. 6, pp. 1503–151 

 

Lazear, E. P. (1999) “Culture and Language.” Journal of Political Economy, Vol. 107, No. 6, 

pp. 95–126. 

 

Maani, S.A. (1994). “Are Young First- and Second-generation Immigrants at a Disadvantage 

in the Australian Labour Market?” International Migration Review, Vol. 28, No.4, pp. 865–

881. 

 

Niknami, S. (2012) “Intergenerational Transmission of Education among Female Immigrants” 

in Niknami. S. Essays on Inequality and Social Policy: Education, Crime and Health. 

Doctoral thesis, Stockholm:  Stockholm University, 2012. 

 

Ottaviano, G. I. P. and Peri, G. (2012), “Rethinking the Effect of Immigration on Wages.” 

Journal of the European Economic Association, Vol. 10, No. 1, pp. 152–197. 

 

Ohinata, A., and J.C. van Ours, (2011) “How Immigrant Children Affect the Academic  

Achievement of Native Dutch Children.” IZA Discussion Paper, No. 6212. 

 

Patacchini, E. and Zenou, Y. (2012) “Ethnic Networks and Employment Outcomes.” 

Regional Science and Urban Economics, Vol. 42, No. 6, pp. 938–949. 

 

Rooth, D-O. and Ekberg, J. (2003). “Unemployment and earnings for second-generation 

immigrants in Sweden. Ethnic background and parent composition”, Journal of Population 

http://www.ingentaconnect.com/content/aea/aer
http://www.ingentaconnect.com/content/aea/aer
http://www.ingentaconnect.com/content/aea/aer
http://onlinelibrary.wiley.com/doi/10.1111/labr.2006.20.issue-2/issuetoc
http://www.sciencedirect.com/science/journal/02727757
http://www.sciencedirect.com/science/journal/02727757
http://www.sciencedirect.com/science/journal/02727757
http://www.sciencedirect.com/science/journal/02727757/30/6
http://onlinelibrary.wiley.com/doi/10.1111/jeea.2012.10.issue-1/issuetoc


29 

Economics, Vol. 16, No. 4, pp. 787–814. 

 

Skyt Nielsen H., Rosholm M., Smith N. and Husted L. (2003) “The School-to-Work 

Transition of Second -generation Immigrants in Denmark,” Journal of Population Economics, 

Vol. 16, No. 4, pp. 755–786. 

 

Statistics Sweden (2005) ”Levnadsförhållanden Rapport 110: Barns villkor.”  

 

Statistics Sweden (2007), “Children, Segregated Housing and School Results,” Demographic 

Reports 2007:2. 

 

Szulkin, R. and J. O. Jonsson (2007). “Ethnic Segregation and Educational Outcomes in 

Swedish Comprehensive Schools.” SULCIS Working Papers 2007:2, Stockholm University 

 

van Ours, J. and Veenmann J. (2004). ”From parent to child: Family Labour Market 

Experiences of Second-Generation Immigrants in the Netherlands”, De Economist, Vol. 152, 

No. 4, pp. 473–490. 

 

Wilson, W.J. (1987). The Truly Disadvantaged: The Inner City, the Underclass, and Public 

Policy. Chicago: University of Chicago Press. 

 

Zorn, C. (2005) ”A Solution to Separation in Binary Response Models,” Political Analysis, 

Vol. 13, No. 2, pp. 157–170. 



30 

 

Appendix A 
 

TABLE A 
Definition of ethnic groups 

Ethnic group                  Included countries and areas 

Nordic  

 
 
Denmark, Finland, Norway, or Iceland. 
 

Western  

 
 
Belgium, France, Ireland, Luxemburg, the Netherlands, Great Britain and Northern Ireland, Germany, 
Austria, Switzerland, Israel, the United States, Canada or Oceania. 
 

Eastern Europe 

 
 
Poland, Slovakia, the Czech Republic, Czechoslovakia, the DDR, Hungary, Bulgaria, Rumania, Russia, 
Ukraine, Belarus, Estonia, Latvia, Lithuania, or the Soviet Union. 
 

Southern Europe 

 
 
Greece, Italy, Portugal, Spain, Albania, Bosnia-Herzegovina, Gibraltar, Yugoslavia, Croatia, Macedonia, 
Moldavia, Serbia and Montenegro, Cyprus, Malta, or Slovenia. 
 

 
 
Africa 
 

 
 
Entire African continent included. 
 

Asia 

 
 
Afghanistan, Armenia, Azerbaijan, Bangladesh, the Philippines, Georgia, India, Indonesia, Japan, 
Cambodia, Kazakhstan, China, North Korea, South Korea, Laos, Malaysia, Mongolia, Nepal, Pakistan, 
Sri Lanka, Thailand, Uzbekistan, Turkmenistan, Hong Kong, or Vietnam. 
 

 
Latin America 
 

 
 
Central America, South America, the Caribbean and Mexico included. 
 
 

The Middle East 

 
 
Turkey, the United Arab Emirates, Bahrain, Iraq, Iran, Jordan, Kuwait, Lebanon, Oman, Pakistan, 
Palestine, Qatar, Saudi Arabia, Syria, the West Bank, or Yemen. 
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Appendix B 

TABLE B1  
Descriptive statistics 

 
 

Second-generation immigrants 

  

Natives 

 
 

2000 

 

2007 

  

2000 

 

2007 

 
Individual characteristics 

     

 
Age 

21.9 28.9  22.0 29.0 

 
Education (%) 

     

 
Primary 

21.2 16.6  11.6 8.1 

 
High school 

59.4 50.1  62.2 44.4 

 
University 

16.5 32.3  25.4 47.0 

 
Married (%) 

6.7 25.5  1.8 18.5 

 
Children under age 10 (%) 

13.3 35.7  7.8 35.1 

 
Annual Earnings (100 SEK) 

872 1,911  973 2,249 

 
Unemployed (%) 

23.1 14.2  14.3 7.3 

 
Income support (%) 

17.8 5.9  8.5 2.7 

 
Parental characteristics 

     

 
Divorced (%) 

17.9 17.8  12.7 12.7 

 
Mother education (%) 

     

 
Primary 

51.0 51.3  23.6 23.8 

 
High school 

33.4 33.4  47.9 48.1 

 
University 

10.5 10.3  27.8 27.4 

 
Father education (%) 

     

 
Primary 

42.6 42.7  29.2 29.5 

 
High school 

36.9 37.1  42.8 42.9 

 
University 

10.5 10.3  25.7 25.3 

 
Mother Annual Earnings (100 SEK) 

933 935  1,119 1,116 

 
Father Annual Earnings (100 SEK) 

1,281 1,284  1,898 1,892 

 
Parents’ years since migration (%) 

  
 

  

 
<15 

25.5 25.4 
 

  

 
15-24 

58.2 58.2 
 

  

 
25-34 

13.5 13.5 
 

  

 
>35 

2.2 2.2 
 

  

Number of observations 20,809 19,748  376,611 366,766 

Displayed are sample means. Primary includes unknown educational level. University measures share with at least one year 
post-secondary education and includes as well PhDs. Children shows share with at least one child under 10 years. Years since 
migration measured for parent with longest time since migration. 10,906 individuals exit the sample between 2000 and 2007 and 
this affects the parental variables very little. 
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TABLE B2 

Ethnic background for second-generation immigrants in sample 
 

 Per cent Number of observations 

Nordic 44.2 9,202 

Western 1.5 310 

Eastern Europe 7.1 1,482 

Southern Europe 22.7 4,734 

The Middle East 16.7 3,470 

Asia 2.0 410 

Africa 1.9 393 

Latin America 3.9 808 

Total 100 20,809 
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Appendix C 
 

TABLE C 
Construction of variables included in regressions 

Variable                                   Description 

Dependent variable 
 

Ln(Earnings) Continuous 

Unemployment 1 if individual is unemployed in 2000/2007, 0 otherwise. 

Income support 1 if individual receives income support in 2000/2007, 0 otherwise. 

Higher education 
1 if individual receives student grant in 2000, 0 otherwise. 
1 if individual has at least 1 year university education in 2007, 0 otherwise. 

Independent variables  

Ln(Immigrant share) 
Number of residents in neighbourhood j that have immigrant background, divided by the total 
population in neighbourhood j in 1990. 

Ln(Own-group share) 
Number of residents in neighbourhood j that belong to ethnic group g, divided by the total 
population in neighbourhood j in 1990. 

Ln(Other-group share) 
Number of residents in neighbourhood j that do not belong to ethnic group g, divided by the total 
population in neighbourhood j in 1990. 

Age Continuous 

Age squared Continuous 

Primary School Reference 

Secondary School 1 if the individual has completed secondary school, 0 otherwise 

University  1 if the individual has a university degree in 2000/2007, 0 otherwise 

Married 1 if individual is married, 0 otherwise. 

Children 1 if individual has at least 1 child under age 10 years, 0 otherwise. 

Mother Primary School Reference. Includes unknown educational level. 

Mother Secondary School 1 if the mother has completed secondary school, 0 otherwise 

Mother University degree 1 if the mother has a university degree, 0 otherwise 

Father Primary School Reference. Includes unknown educational level. 

Father Secondary School 1 if the father has completed secondary school, 0 otherwise 

Father University degree 1 if the father has a university degree, 0 otherwise 

Divorced 1 if parents are divorced, 0 otherwise. 

Mother Earnings Continuous 

Father Earnings Continuous 

 
Years since migration <14 
years 

Reference 

 
Years since migration 15-24 
years 

1 if years since migration for parent with longest time since migration in 1990 is between 15 and 
24 years, 0 otherwise. 

Years since migration 25-34 
years 

1 if years since migration for parent with longest time since migration in 1990 is between 25 and 
34 years, 0 otherwise. 

Years since migration 
≥35 years 

1 if years since migration for parent with longest time since migration in 1990 is over 35 years, 0 
otherwise. 

Neighbourhood 
unemployment rate 

Number of individuals in unemployment in neighbourhood j, divided by total population in 
neighbourhood j in 1990. 

Neighbourhood mean 
income level 

Mean of income for all individuals in neighbourhood j. 

Neighbourhood share high 
educated 

Number of individuals with at least one year university education in neighbourhood j, divided by 
total population in neighbourhood j in 1990. 

 

 
 


