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ABSTRACT 

A large literature in sociology concerns the implications of immigrants’ participation in ethnic 
enclaves for their economic and social well-being. In particular, the “enclave thesis” speculates 
that immigrants benefit from working in ethnic enclaves. Previous research concerning the 
effects of enclave participation for immigrants’ economic outcomes has come to mixed 
conclusions as to whether enclave effects are positive or negative. In this paper, we seek to 
extend and improve upon previous work by formulating testable hypotheses based on the enclave 
thesis and testing them with data from the 2003 New Immigrant Survey, employing both 
residence-based and workplace-based measures of the ethnic enclave. We examine the economic 
outcomes of immigrants working in ethnic enclaves as compared to those working in the 
mainstream economy. Our research yields minimal support for the enclave thesis. Our results 
further indicate that for some immigrant groups, ethnic enclave participation actually has a 
negative effect on economic outcomes. 
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INTRODUCTION 

 The United States is often said to be “a country of immigrants.” While this may be true, 
we need to distinguish between “old” and “new” immigrants. The expression “old immigrants” 
refers mainly to Europeans who arrived prior to the 1920s; “new immigrants” means those 
coming to the United States after 1965, mostly from Latin America and Asia. Differences 
between the two waves of immigrants, in terms of both racial composition and their place within 
the economic context of the United States, have been emphasized by some scholars (e.g., Portes 
and Rumbaut 2001). However, other scholars have warned against too readily assuming that 
classic assimilation theory has no relevance to new immigrants (Alba and Nee 2003).  
 While many still consider classic assimilation ideal for new immigrants, it is thought to 
be unattainable for those lacking competitive skills in the labor market who came to the United 
States seeking work. It is argued that, when they enter the mainstream economy, such 
immigrants tend to be concentrated in the secondary labor market and suffer negative economic 
consequences, as the secondary sector restricts individuals from the opportunities, activities, and 
institutions available to those in the primary sector (Piore 1970). The ethnic enclave, as 
conceptualized by Portes and associates (Portes and Jensen 1987, 1989, 1992; Portes and Zhou 
1993), offers a third alternative to the two other segments of the labor market. It has thus been 
proposed that some immigrants may benefit from working in ethnic enclaves. We call this “the 
enclave thesis.” Over the past two decades, the enclave thesis has captured the attention of many 
researchers. However, empirical support for the thesis has been mixed. 

The mixed results of previous research on the economic outcomes of immigrants working 
in ethnic enclaves may stem from two difficulties, one conceptual and one methodological: (1) 
the ambiguity of testable hypotheses and (2) varying operationalizations of the ethnic enclave.  
In this paper, we first formulate testable hypotheses drawn from the enclave thesis, specifying 
components in a standard earnings function that should vary under the enclave thesis by 
economic context for immigrants. We then construct measures of the ethnic enclave using both 
residential characteristics and employer characteristics. Our empirical work is based on newly 
available data from the New Immigrant Survey (Jasso et al. 2007), a dataset which is highly 
attractive for our research aims. The New Immigrant Survey provides adequate coverage even of 
smaller immigrant groups, offers a wide range of variables, and provides detailed geographic 
location information for immigrants. 

We begin by reviewing the debate on the new wave of immigration, including 
assimilation theories and the segmented labor market. Next, we introduce our data and methods 
and propose our own testable hypotheses, drawn from the enclave thesis. We then present our 
results and discuss the robustness of our results to alternative specifications. Finally, we 
conclude with a discussion of our findings and their implications.  
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THEORETICAL ISSUES 

 Since the passage of the landmark 1965 Immigration Act, the United States has 
experienced a second wave of mass immigration. Whereas immigrants prior to the 1920s were 
mainly European in origin, more recent immigrants have been primarily from Asia and Latin 
America, and are often referred to as “new immigrants.”  There is now a relatively large 
literature concerned with the economic well-being of these new immigrants and their children. 
The literature largely centers on the theme of assimilation and its variants (Alba and Nee 2003).  

“Economic assimilation” refers to the pattern of immigrants experiencing lower initial 
earnings but faster growth compared with native workers (although perhaps not immediately) so 
that they eventually narrow the earnings gap.  This stylistic pattern is shown in Figure 1, where 
the Y-axis represents the logged earnings (say annual earnings), and the X-axis represents the 
time since immigration. We emphasize the word “stylistic” because comparing native-born 
workers to immigrant workers is not a simple matter. The primary difficulty is identifying the 
appropriate group of natives with whom to compare immigrants, given that there is no “start 
time” (e.g., date of arrival in the United States) for native workers.  

 

Figure 1: Economic Assimilation
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The phenomenon of immigrant economic assimilation was first systemically examined in 

Chiswick’s (1978) study, which estimated that immigrants will reach earnings parity with native 
workers after staying 10 to 15 years in the United States. More recent studies on economic 
assimilation have engaged in a methodological debate over whether cross-sectional analyses 
(such as Chiswick’s study) paint an overly optimistic picture for immigrants. As pointed out by 
Borjas, the decline in the quality of immigrant cohorts since 1980 will introduce an upward bias 
to cross-sectional estimates of the immigrant earnings growth rate (Borjas 1985, 1989; Duleep 
and Regets 1997; Longva and Raaum 2003). Although researchers disagree on the rate of 
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convergence and whether immigrants ever reach earnings parity with native workers at all, 
empirical studies, both longitudinal and cross-sectional, have invariably found evidence in 
support of the general pattern of economic assimilation. Immigrants who have stayed longer in 
the United States face less of an earnings disadvantage than recent immigrants. However, using 
longitudinal administrative earnings data from the Health and Retirement Survey, Hu (2000) 
shows that there can be serious bias in the estimation of the economic assimilation trajectories 
using cross-sectional data.  

The theory behind economic assimilation is strong, as summarized by Duleep and Regets 
(1999). To see this, we first need to recognize that immigrants come to America with a distinct 
disadvantage: whatever human capital (both formal education and experience) they had acquired 
in their home countries is often discounted in America (e.g., Friedberg 2000; Zeng and Xie 
2004). It is thus rational for immigrants to invest in human capital upon their arrival in order to 
reap higher earnings returns in the future. During immigrants’ initial acquisition of human capital 
in the American labor market (additional education, improved language skills, and U.S. work 
experience), they earn less than native-born workers. As they gain more U.S. human capital, 
immigrant workers improve their earnings capacity and thus their earnings increase faster over 
time than those of native workers. Consequently, with time the earnings gap between immigrant 
workers and native-born workers narrows or even disappears.  

Drawing on Gans’s (1992) insight that trajectories of the new second-generation 
immigrants can diverge depending on local context, Portes and Zhou (1993) proposed the theory 
of “segmented assimilation.” This theory asserts that the United States is a stratified and unequal 
society, and therefore different “segments” of society are available for immigrants to assimilate 
into. The theory emphasizes that there is more than one way of “becoming American,” and that 
Americanization is not necessarily beneficial (Zhou 1997). A large empirical literature in 
sociology has been devoted to testing the segmented assimilation hypothesis (e.g., Bankston and 
Zhou 1997; Hirschman 2001; Mouw and Xie 1999; Portes, Fernandez-Kelly, and Haller 2005; 
Portes and Rumbaut 2001; Zhou 1997).  

Segmented assimilation theory is mostly concerned with socioeconomic outcomes of 
immigrant children. For first-generation immigrants, as observed by Alba and Nee (2003:163-
64), a parallel question has also been raised: are immigrants better off working in an ethnic 
enclave economy, “encompassing a substantial number of firms in which ethnic bosses employ 
co-ethnic workers”? A large body of sociological literature on ethnic enclaves explores this 
question, but deep controversies remain which have not yet been settled empirically.   

In a series of papers and a book, Portes and his collaborators (Portes 1981; Portes and 
Bach 1985; Portes and Jensen 1989; Wilson and Portes 1980) have advanced a provocative 
proposition and a serious challenge to the classic assimilation theory, under the heading of “the 
Enclave Hypothesis.” To differentiate it from concrete testable propositions that we will develop 
in this paper, we will refer to the general idea as “the enclave thesis” in this paper. The initial 
development of the enclave thesis is based on the assumed duality of the American labor market, 
with the primary sector providing good jobs and earnings trajectories but the secondary market 
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providing “peripheral employment, including low prestige, low income, job dissatisfaction, and 
the absence of return to past human capital investments” (Wilson and Portes 1980:301).  Because 
most recent immigrants are labor immigrants lacking competitive skills in the American labor 
market, it is thought that if they enter the mainstream American economy, they tend to be 
concentrated in the secondary sector and thus suffer serious disadvantages. Besides the upwardly 
mobile primary sector, which is not available to most new labor immigrants, and the 
disadvantaged secondary sector, Portes and his associates point to a third option: ethnic enclaves. 
They argue that ethnic enclaves, consisting of business entities with both employers and 
employees from the same immigrant ethnicity, allow enclave workers to “share with those in the 
primary sector a significant economic return to past human capital investments” (Wilson and 
Portes 1980:302). The benefits of ethnic enclaves are concrete manifestations of ethnic 
solidarity.1

Portes (1981:290-91) defines ethnic enclaves as “immigrant groups which concentrate in 
a distinct spatial location and organize a variety of enterprises serving their own ethnic market 
and/or the general population.” There are two notable requirements for the existence of an ethnic 
enclave. First, there must be ethnic entrepreneurs who employ their co-ethnics (Light 1972; 
Portes 1981; Portes and Bach 1985; Wilson and Portes 1980). This means that an ethnic group 
needs to be relatively large and diversified in socioeconomic status, with at least a small number 
of members with sufficient economic resources to be able to establish businesses. Second, an 
ethnic enclave must be spatially bounded from the main economy so that it can function 
internally as a labor market. Without a spatially-bounded labor market, ethnic entrepreneurs 
cannot count on the availability of co-ethnic laborers, and ethnic laborers cannot count on co-
ethnic employers. Certain human capital skills, such as ethnic language, cultural knowledge, and 
social networks to the place of origin, are important and marketable only in the internal labor 
market defined by an ethnic enclave. For this reason, Portes and his associates have generally 
associated ethnic enclaves with positive outcomes for immigrants. Their work demonstrating the 
beneficial effects of ethnic enclaves has been largely based on the experiences of Cuban 
immigrants in Miami, Florida (Portes and Bach 1985; Portes and Jensen 1989; Wilson and Portes 
1980).  

  

Sanders and Nee (1987a, 1987b, 1992) have criticized the enclave thesis advanced by 
Portes and his associates and found empirical evidence against it. At the core of Sanders and 
Nee’s criticism is the phenomenon of a class struggle within an ethnic enclave: the two sides of 
the labor contract – employers and employees – have divergent and potentially opposing 
economic interests in ethnic enclave economies, employers being winners and employees losers. 
Business owners benefit from ethnic enclaves because they use ethnic solidarity “to insulate and 
to persuade and reproduce a pliant low-wage immigrant work force, not to help workers to enter 
into self-employment” (Sanders and Nee 1987b:773). Workers in ethnic enclaves are 

                                                           
1 For example, a study of Palestinian entrepreneurs found that they were able to begin their businesses 
with loans from family and friends, and through business relationships (sales, etc.) extending beyond the 
community (Schnell and Sofer 2003).  
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disadvantaged because, due to residential segregation, they are limited to receiving “undesirable 
jobs and poor wages” (Sanders and Nee 1987a:747). In other words, entrepreneurs in ethnic 
enclaves thrive because they exploit their co-ethnic workers (also see Light and Gold 2000).  

The traditional path has been for the immigrant to move directly to an urban enclave from 
his or her native country, moving to a more integrated area after greater assimilation. For this 
reason, enclaves ebb and flow as immigrants arrive and assimilate. In New York, for example, 
Little Italy was long ago absorbed by Chinatown, and a Russian community emerged in Brighton 
Beach in the 1980s and 1990s. These ethnic communities retain some cultural distinction 
particular to their sending countries and also offer employment opportunities to new immigrants 
within a co-ethnic setting. Both the causes and the consequences of such ethnic enclaves remain 
unclear. Small groups might be more likely to assimilate simply because they lack a sufficient 
population base, while larger groups like Chinese might have an easier time remaining isolated. 
While some groups may remain isolated because of racism in the larger community, others may 
remain isolated out of preference. While it is possible that an ethnic enclave may function 
primarily as a cultural vehicle for the optional exercise of ethnic identity (Waters 1990), the 
debate in the sociology literature between Sanders and Nee (1987a, 1987b, 1992) and Portes and 
his associates (Portes 1981; Portes and Bach 1985; Portes and Jensen 1987, 1989, 1992; Wilson 
and Portes 1980) suggests that ethnic enclaves may have real consequences for the economic 
assimilation of immigrant workers.  

Beyond the debates between Portes and Jensen (1987, 1989, 1992) and Sanders and Nee 
(1987a, 1987b, 1992), empirical work on this topic has grown recently. Logan, Alba, and Stults 
(2003) found mixed results regarding the ethnic enclave’s effects on income for both workers 
and owners. They found that a Chinese self-employed man is likely to work more hours with 
lower wages in the enclave than outside of the enclave. In comparison, Korean women in the 
ethnic enclaves of New York City and Los Angeles earn more than those in the mainstream 
economy, though Korean men earn less. Chiswick and Miller (2005) found that enclave 
employment depresses income, as did Sanders and Nee. While the majority of studies show 
enclaves’ negative effects, one study based on a plausible “natural experiment” actually found 
positive effects. In Sweden, a government program redistributed immigrants randomly, allowing 
researchers to test enclave effects independent of selection. The researchers found that enclaves 
increased earnings of recent refugees between 4% and 5% (Edin, Fredriksson, and Åslund 2003). 
Still other studies examine the interaction between the effects of enclaves and workers’ 
characteristics on economic outcomes. While Zhou and Logan (1989) report that Chinese 
immigrant men (but not women) in New York City receive substantial returns to their human 
capital, they find no evidence that the rate of return differs between those who work in New 
York City (a proxy for working in an ethnic enclave) and those who work in the suburbs. They 
also find three-way interactions between gender, enclave, and English ability; however, they use 
a very broad definition of enclave residence. Borjas (2000) finds that living in ethnic enclaves 
impedes economic assimilation of immigrants. In all these studies, residence is treated as a 
cause, not a consequence, of assimilation.  



Ethnic Enclaves and the Earnings of Immigrants                                                                                                    8 
 

The relative benefit from ethnic enclaves may vary by ethnicity. Wilson and Martin 
(1982) compared the Cuban and black economies in South Florida. They found that while 
Cubans spend a smaller proportion of their revenues on labor than do blacks, they also buy more 
of their supplies from other Cuban businesses than blacks buy from black-owned businesses. 
Their high level of intra-community purchases means that despite generating less employment 
per dollar of revenue, a single dollar entering a Cuban enterprise helps Cubans more than a 
single dollar entering a black enterprise helps blacks. The article construes this as suggesting that 
some enclave economies disproportionately help their communities, though the results may 
simply show that while there is a Cuban ethnic enclave, there may not be a black one—only 
black-owned businesses. This returns us to the question of what constitutes an enclave. While 
Wilson and Martin spin their results as illustrating that a tighter enclave is better for some groups 
than others, others argue that a tightly knit enclave could actually be detrimental (Driscoll 2001).  

In the literature, an ethnic enclave has been defined by either residential or employer 
characteristics. If defined by residential characteristics, an ethnic enclave consists of a high 
concentration of co-ethnic immigrants. If defined by employer characteristics, it consists of 
economic establishments in close proximity that are owned by, and employ, co-ethnic 
immigrants. Using either criterion, however, an ethnic enclave has no sharp boundaries, as an 
arbitrary threshold would need to be set before such a boundary could be drawn. A major source 
of debate in the past has been the operationalization of ethnic enclaves. Portes and Jensen (1987, 
1992) emphasize that the core of the ethnic enclave hypothesis lies in the employer definition 
rather than in the residential definition used by Sanders and Nee (1987a, 1992). Of course, the 
two definitions are related, as most workers prefer to live in close proximity to where they work 
(Mouw 2000). The important question is whether the choice of definitions would yield different 
results empirically.  

Therefore, the first obstacle in the assimilation/ethnic enclave literature is simply defining 
the enclave. Is an enclave defined by where people work? Their residence? Their workplace? 
Unfortunately, these questions have not been answered satisfactorily. Sanders and Nee’s 
comment on Portes and Jensen in 1989 highlighted how causal relationships can change as the 
definition of the enclave switches from residential to occupational. They found that for Cuban 
immigrants, the enclave effect is stronger when place of residence defines the enclave. A study 
by Zhou and Logan (1989) compared results using place of residence, place of work, and 
industry of work as definitions of the enclave, considering how the different measurements 
influenced analysis of assimilation. In contrast, most studies focus on residence (primarily due to 
data availability), using census tracts or urban/ rural definitions. These studies consider an 
immigrant residing in the city as living in an enclave, and those in the suburbs to be more 
“assimilated” (Zhou and Logan 1989). Given the recent trend of immigrants moving directly to 
suburban enclaves rather than settling first in the city, this gross measure has become even more 
unreliable. In fact, by the 2000 census more immigrants in the Washington, D.C. area moved 
directly to the suburbs than moved to the city (Alba et al. 1999). While Cubans are the most 
suburban immigrants (and very well assimilated), Chinese have progressively moved to the 
suburbs as well; however, these Chinese are not necessarily well assimilated (Alba et al. 1999).  
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The past literature on ethnic enclaves has been narrowly focused on the simple question 
of whether immigrant workers benefit from an ethnic enclave economy. Another way to 
conceptualize the problem is to compare earnings streams over time, through a life-course 
perspective, rather than at a single point. This is a sensible approach, because human capital 
theory in economics has long argued that the long-term gain in returns to education is the rational 
justification for investment in education (Mincer 1974; Willis and Rosen 1979). Similarly, 
immigrants may invest in acquiring human capital in the early years after immigration in order to 
reap higher returns to the investment in later years (Duleep and Regets 1999). We illustrate the 
tradeoff in Figure 2.  

Figure 2: Tradeoff Between a Higher Intercept 
and a Higher Slope 
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In Figure 2, we sketch two earnings trajectories for a male immigrant, “Option A” and 

“Option B.” Option A gives him lower earnings at the beginning of immigration, as he 
accumulates human capital, but higher earnings growth later in his life cycle. Option B gives him 
higher earnings at the beginning, say by reaping returns on pre-immigrant human capital, but a 
slower rate of growth after immigration. Thus, this is a tradeoff situation.  

 
METHODS AND DATA 

 Our life-course approach leads us to the following reformulation of the ethnic enclave 
hypothesis: working in an ethnic enclave economy may allow an immigrant worker to have 
relatively higher earnings in the early years of immigration but a slower growth rate in earnings 
with work experience. We can express this in a simple baseline earnings model. In this earnings 
model, the earnings of immigrant worker i can be modeled as a function of his/her education and 
work experience, separately for pre-immigration and post-immigration periods, plus a linear 
function of control variables: 

ln(Yi) = β0+ β1 edu1i + β2 edu2i + β3 exp3i + β4 exp4i + δ’x i+ εi,    (1)  
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where ln(Y), logged earnings, is the outcome variable, edu1 and edu2 are, respectively, pre-
immigration and post-immigration educational attainment measured in years of schooling, exp3 
and exp4 are, respectively, pre-immigration and post-immigration job experience, and x denotes a 
vector of other covariates. We explicitly distinguish between foreign-acquired human capital and 
U.S.-acquired human capital because the former is much less valued in the American labor 
market than the latter (Zeng and Xie 2004).  

We now introduce our central explanatory variable ethnic enclave, z (with zi = 1 if 
immigrant i works in an ethnic enclave, and zi = 0 otherwise). We now write out the following 
interactive model: 

ln(Yi) = β0+ β1 edu1i + β2 edu2i + β3 exp3i + β4 exp4i + δ’x i  
            + τ0 zi + τ1 edu1i zi + τ2 edu2i zi + τ3 exp3i zi + τ4 exp4i zi + εi,    (2)  

We will first estimate a simpler, additive version of equation (2), with constraints τ1 = τ2 = τ3 = τ4 
= 0, so that we can focus on the overall effect of an ethnic enclave, i.e., τ0. In the next step, we 
will examine the interaction effects τ1, τ2, τ3, and τ4. Based on Wilson and Portes’ (1980) 
argument and our own life course perspective, we now can precisely state the ethnic enclave 
thesis in terms of the coefficients of equation (2): 

Hypothesis 1:  The intercept is higher overall for immigrant workers in ethnic enclaves than for 
immigrant workers in the mainstream economy, i.e., τ0> 0. Note that τ0 would indicate the 
overall difference in earnings due to enclave status only if there are no interaction effects. In 
the presence of interaction effects, τ0 represents the difference in earnings by enclave status 
for an imaginary immigrant with all covariate values being zero.  

Hypothesis 2a:  The estimated effect of pre-immigration education is larger for immigrant 
workers in ethnic enclaves than for immigrant workers in the mainstream economy, i.e., τ1 > 0.   

Hypothesis 2b:  Similarly, the estimated effect of pre-immigration experience is larger for 
immigrant workers in ethnic enclaves than for immigrant workers in the mainstream 
economy, i.e., τ3 > 0.   

Hypothesis 3a:  The estimated effect of post-immigration education is smaller for immigrant 
workers in ethnic enclaves than for immigrant workers in the mainstream economy, i.e., τ2 < 0.   

Hypothesis 3b:  Similarly, the estimated effect of post-immigration experience is smaller for 
immigrant workers in ethnic enclaves than for immigrant workers in the mainstream 
economy, i.e., τ4 < 0.   
 

Our formulation is consistent with the hypothesis advanced by Wilson and Portes (1980) 
that immigrants may benefit from employment in an enclave economy because they may be able 
to reap returns to human capital acquired prior to immigration. However, we depart from Wilson 
and Portes in restricting the benefits to the starting earnings immediately upon immigration. 
Given the lower returns to foreign-acquired human capital than to U.S.-acquired human capital 
(Friedberg 2000; Zeng and Xie 2004) and the fact that those working in ethnic enclaves do not 
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accumulate human capital in the open market, we hypothesize the tradeoff between a higher 
intercept and a smaller slope for earnings growth that is associated with enclave employment 
relative to employment in the mainstream economy.  

To test the above hypotheses, we analyze data from the restricted version of the baseline 
round of the New Immigrant Survey (NIS), collected in 2003 and 2004, supplemented with 
contextual data from the 2000 census. The NIS is a nationally representative longitudinal study 
of new legal immigrants to the United States (Jasso et al. 2007). The data set is appropriate for 
our analyses because the survey collects information on a wide range of topics, including 
respondent’s background and economic measures, and it includes detailed information on 
demographics, pre-immigration experiences, employment, income, social variables, and 
migration history.  

We drop observations with item-missing data for any covariate and also observations in 
which the respondent reports annual work hours and earnings that imply an hourly wage of less 
than three dollars per hour (in 2004 U.S. dollars). This is considerably lower than minimum 
wage but allows for the possibility of non-standard income, while minimizing the possibility that 
low wages are due to measurement error. We also limit our analytic sample to immigrants 
identifying themselves as Asian or Hispanic and born in Asian (including Central, East, and 
South) and Central and South American countries because we believe the enclave thesis may be 
more applicable to these cases than others. This results in a total sample size of 1,781.2

Measurement of an economic enclave is very difficult. An analysis by Galbraith, Stiles 
and Rodriguez (2003) defined the economic enclave based on an input-output analysis, 
determining the proportion of money circulating within ethnic businesses versus that escaping to 
non-ethnic suppliers or derived from non-co-ethnic customers. There are other, simpler measures 
of an economic enclave, like the level of ethnic overrepresentation in a certain industry’s 
ownership or labor force, or involvement in their community (Chaganti and Greene 2002). While 
there has been a lot of conceptual work on ethnic entrepreneurs (Aldrich and Waldinger 1990; 
Light and Gold 2000), empirical work on this topic has been handicapped by measurement 
issues, such as how to distinguish various types of ethnic business establishments from one 
another (Tienda 2002).  

 

In our study using the NIS data, we develop three crude measures of an ethnic enclave 
that bear similarity to operationalizations used in previous research. First, we construct a 
measure based on the ethnic and foreign-born compositions of respondents’ residential 
neighborhoods. When the proportion of foreign born co-ethnics reaches a threshold, which is 
ethnic-specific, we consider the neighborhood an ethnic enclave (i.e., zi = 1), with the resulting 
variable called the “residential measure.” Second, we utilize as a proxy for the work environment 
a survey item in NIS that asks respondents whether or not they speak a language other than 
English in the workplace (zi = 1 if yes). While we call this the “workplace measure,” we realize 
that it is a crude indicator of a co-ethnic workplace and does necessarily correspond to a 
                                                           
2 Fifty additional cases are lost from the analysis when we measure ethnic enclave with language spoken 
at work. 
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definition of an ethnic enclave on the basis of co-ethnic ownership.3

In constructing the residential measure, we turn to supplementary data from the 2000 
census. The restricted version of the NIS includes the zip code of residence for each respondent 
at the time of the survey. This makes it possible to link contextual data from the census to the 
micro data in the NIS. To achieve this link, we obtained census tract-level racial and ethnic 
composition measures from the National Historical Geographic Information System

 However, a similar measure 
is used by Li and Dong (2007), who argue that it is a more precise proxy for enclave 
participation than many alternatives, as it fits well with the theoretical understanding of an 
enclave as a social and economic system with an ethnic basis. Finally, we multiply measures of 
both residential neighborhood composition and language spoken in the workplace, to form a 
combined measure. 

4

After we merge the contextual information about ethnic concentration into the NIS data, 
we formulate the residential measure by comparing the ethnic concentration in each immigrant 
worker neighborhood to a threshold specific to his/her ethnicity.  After much experimentation, 
we chose to use a percentage corresponding to the odds ratio that is seven-and-a-half times the 
odds ratio for the percentage of a particular ethnic group in the U.S. population as a whole in 
2000.

. The data 
set of contextual variables was merged into the NIS data set, and contextual data for zip codes 
not found in the NIS were dropped to reduce the dimension of the final data set.   

5

As we discussed in connection with equation (2), central to our analyses are measures of 
education and experience, separated into pre-immigration and post-immigration. Given that total 
years of education and years of post-migration education were reported by the respondent, we 
take the difference between years of total education and years of post-migration education to 
obtain years of pre-migration education. Years of pre-migration experience are constructed based 
on respondents’ reports of job experiences held prior to migration. Post-migration measures are 
similarly obtained.  

  

The dependent variable in our analysis is the log of hourly earnings reported in the year 
prior to interview. We use the log, as is conventional, because raw hourly wages and earnings are 

                                                           
3 Employer zip code is collected in NIS, but coverage is not as complete as for zip code of residence. As a 
specification check, we replicated the same analyses as reported in this paper, replacing a residence zip 
code-based definition with an employer zip code-based definition. Estimates are unstable, but results 
using the new measures remain unchanged, as they do not support the enclave thesis. 
4 Because Census tract numbers are unknown for NIS respondents, zip code-level contextual variables 
were constructed using MABLE/Geocorr2k (http://mcdc2.missouri.edu/websas/geocorr2k.html; accessed 
December 2008) which provides correspondence between census tracts and zip codes through the use of 
allocation factors. Although this correspondence procedure may introduce some measurement error, the 
potential measurement error is not expected to affect the substantive results of this study. 
5 We chose to inflate an odds-ratio instead of a percentage because any multiple of an odds-ratio is well 
defined, but a multiple of a percentage may exceed one. The substantive conclusion does not depend on 
the choice of an odds-ratio multiple, nor seven-and-a-half as an inflating factor. Alternative thresholds 
yield similar results, which are available upon request.  

http://mcdc2.missouri.edu/websas/geocorr2k.html�
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positively skewed6. We use earnings as the measure of economic outcomes both because it is the 
most immediate economic outcome for immigrants and because previous research on the 
economic effects of ethnic enclaves has typically considered the effect of the enclave on 
earnings. Using hourly earnings allows us to control for level of engagement with the labor force 
by accounting for hours worked over the course of a year. Because the NIS collects numerous 
detailed measures of income, the earnings that make up the dependent variable are a sum of 
multiple potential labor income sources, including wages, salary, professional practice income, 
and self-employment income7

In all statistical analyses, we also include covariates to account for factors other than the 
ethnic enclave, which may have an effect on a respondent’s economic outcomes. We include the 
log-odds of a high-poverty neighborhood as a continuous linear specification to net out the 
influence of the neighborhood’s prosperity or poverty on the respondent’s economic outcome. 
We include an indicator to denote whether the respondent is female. We estimate models for 
individual ethnic groups as well as aggregated ethnic groups. Using aggregated ethnic groups 
such as Asians and Hispanics masks considerable heterogeneity. To account for this 
heterogeneity, we control for the respondent’s country of birth using dummy variables in the 
models with aggregated ethnic groups.  

. Hourly earnings are calculated based on hours worked, weeks 
worked, and earnings from labor income, as consistent with other recent research (Akresh 2007; 
Hersch 2008; Kesler and Hout 2008). 

We estimate both the baseline model (equation 1) and the interaction model (equation 2) 
via ordinary least squares (OLS) using the sample weights provided in the NIS8

 

. We estimate 
and report the models for Asian respondents and for Hispanic respondents, while allowing for 
additive effects of detailed ethnic groups. We repeat the model estimation separately for five 
major Asian ethnic groups and seven Hispanic groups to check for consistency of results at the 
most detailed ethnic level available using the NIS data.  

RESULTS 

 We give the descriptive statistics of the NIS data in Appendix A, separately for Asians 
and Hispanics. As expected given the results of past research, the average hourly wage is much 
higher for Asian immigrants than for Hispanic immigrants. Asians are much less likely than 

                                                           
6 We run a specification check using unlogged hourly earnings to address concerns levied against 
previous research regarding the effect of compressing the earnings distribution by utilizing the log 
function (Portes and Shafer 2007). The fit of the models, as measured by R2, is generally worse than for 
the models using log of hourly earnings, and the pattern of results is consistent with those found in the 
models using log of hourly earnings. 
7 We attempted to estimate a subgroup analysis limited to self-employed respondents to address the 
literature that focuses on entrepreneurship in ethnic enclaves. However, there were too few self-employed 
respondents in the sample for a comparison by enclave status, most likely due to the recency of 
immigration for respondents in the sample. 
8 All results reported in this paper reflect weighted analyses. 
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Hispanics to reside in high-poverty neighborhoods. Relative to Hispanics, Asians have higher 
average levels of pre-immigration education (12.706 years versus 9.288 years) and pre-
immigration work experience (9.065 versus 4.813 years), but they have less post-immigration 
education (0.490 versus 1.159 years) and work experience (1.483 versus 3.744 years). In the 
dataset, we are able to identify five major Asian ethnic groups: Chinese, Filipino, Indian, 
Vietnamese, and Korean; and seven major Hispanic ethnic groups: Mexican, Salvadoran, 
Colombian, Cuban, Dominican, Guatemalan, and Peruvian.  

We present the results for the baseline model (i.e., equation 1), separately for Asians and 
Hispanics, in Table 1. Given the dependent variable in logged hourly wage, we can roughly 
interpret the estimated coefficient as the effect in percentage on earnings. The results confirm our 
expectation that pre-immigration measures of human capital, i.e., pre-immigration education and 
experience, have smaller effects on earnings than their post-immigration counterparts. However, 
the differences between pre-immigration and post-immigration education are relatively small 
(about 10%) and statistically insignificant. However, we note large differences between Asians 
and Hispanics in these effects: both pre-immigration and post-immigration education have much 
larger effects for Asians (0.108 versus 0.119) than for Hispanics (0.038 and 0.048). This means 
that the wages of Asian immigrants increase at the rate of more than 10% per year of education, 
but those of Hispanics increase at only half the rate - around 4%-5% per year of education. The 
estimated education return for Asian immigrants is very similar to that reported in a study using 
the 2000 U.S. census (Zeng and Xie 2004). While pre-immigration work experience has no 
effect for either group, post-immigration experience has positive effects, again with effects much 
larger for Asians than for Hispanics (0.084 versus 0.025).  

To evaluate the enclave thesis empirically, we now introduce the measurement of ethnic 
enclave into the analysis. In Table 2, we present the results of the additive version of equation 
(2), under three operationalizations of the enclave measure, for Asian immigrants. The number of 
cases across the three panels varies slightly because the measure of the language spoken at the 
workplace is missing for some respondents, resulting in the deletion of these cases for the last 
two panels. We observe that the enclave variable is statistically significant in explaining earnings 
only under one operationalization – the workplace measure – and this estimate points in a 
direction that contradicts the enclave thesis, thus rejecting Hypothesis 1. Instead of being 
positive, the estimate is negative, -0.176, indicating that Asian immigrants working in 
workplaces where non-English languages are spoken earn 18% less on average than other Asian 
workers.   

We report comparable and similar results for Hispanic immigrants in Table 3. Hispanics 
who work in workplaces where non-English languages are spoken (our workplace definition of 
ethnic enclave) earn 11% less than other Hispanics who are otherwise comparable. We find no 
differences in overall earnings by enclave status according to either the residential measure or the 
combined measure. Thus, the results of the additive model for both Asians and Hispanics firmly 
reject Hypothesis 1, as immigrants who work in ethnic enclaves do not enjoy an earnings 
advantage overall. In fact, they may suffer an earnings disadvantage. 
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Table 1.  Additive Regression Model Predicting Logged Hourly Wage 
 ASIANS HISPANICS 
INDEPENDENT VARIABLES Coefficient SE Coefficient SE 
Intercept 1.474 0.178*** 1.963 0.100*** 
Female (excluded=Male) -0.256 0.059*** -0.211 0.049*** 
Log-Odds of Neighborhood Poverty -0.118 0.036** -0.060 0.030** 
Asian Ethnicity (excluded=Chinese)     

Filipino -0.542 0.105*** --- --- 
Indian -0.284 0.102** --- --- 
Vietnamese -0.740 0.140*** --- --- 
Korean -0.183 0.142 --- --- 
Other East Asian, South Asian and 

Pacific 
-0.576 0.103*** --- --- 

Hispanic Ethnicity (excluded=Mexican)     
Salvadoran --- --- 0.055 0.069 
Colombian --- --- -0.229 0.113* 
Cuban --- --- -0.253 0.116* 
Dominican --- --- -0.118 0.113 
Guatemalan --- --- 0.008 0.099 
Peruvian --- --- 0.077 0.122 
Other Latin America and Caribbean --- --- 0.004 0.072 

Pre-migration education  0.108 0.010*** 0.038 0.006*** 
U.S. education  0.119 0.016*** 0.048 0.009*** 
Pre-migration experience  0.001 0.003 -0.002 0.004 
U.S. experience  0.084 0.009*** 0.025 0.005*** 
df 814 941 
R2 (%) 39.07 10.43 
 
*p<.05; **p<.01; ***p<.001 
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Table 2.  Additive Regression Model Predicting Logged Hourly Wage Under Three Alternative Measures of Enclave 
Economy, Asians 

 RESIDENTIAL MEASURE WORKPLACE MEASURE COMBINED MEASURE 
INDEPENDENT VARIABLES Coefficient SE Coefficient SE Coefficient SE 
Intercept 1.476 0.180*** 1.626 0.195*** 1.474 0.186*** 
Female (excluded=Male) -0.256 0.059*** -0.266 0.036** -0.262 0.059*** 
Log-Odds of Neighborhood Poverty -0.118 0.036** -0.113 0.036** -0.120 0.036** 
Asian Ethnicity (excluded=Chinese)       

Filipino -0.543 0.106*** -0.606 0.109*** -0.562 0.108*** 
Indian -0.284 0.103** -0.321 0.103** -0.292 0.104** 
Vietnamese -0.740 0.140*** -0.729 0.142*** -0.740 0.142*** 
Korean -0.183 0.142 -0.134 0.145 -0.183 0.143 
Other East Asian, South Asian and 
Pacific 

-0.577 0.104*** -0.592 0.103*** -0.574 0.105*** 

Pre-migration education 0.098 0.010*** 0.092 0.010*** 0.098 0.010*** 
U.S. education 0.117 0.015*** 0.110 0.016*** 0.116 0.015*** 
Pre-migration experience -0.003 0.003 -0.001 0.003 -0.002 0.003 
U.S. experience 0.089 0.009*** 0.088 0.009*** 0.090 0.009*** 
Enclave (excluded=Not Enclave) -0.006 0.078 -0.176 0.083* -0.035 0.122 
df 813 805 805 
R2 (%) 39.07 39.37 39.04 
 
*p<.05; **p<.01; ***p<.001 
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Table 3.  Additive Regression Model Predicting Logged Hourly Wage Under Three Alternative Measures of Enclave 

Economy, Hispanics 
 RESIDENTIAL MEASURE WORKPLACE MEASURE COMBINED MEASURE 
INDEPENDENT VARIABLES Coefficient SE Coefficient SE Coefficient SE 
Intercept 1.944 0.102*** 2.133 0.121*** 2.035 0.107*** 
Female (excluded=Male) -0.213 0.049*** -0.216 0.050*** -0.215 0.051*** 
Log-Odds of Neighborhood 
Poverty 

-0.068 0.032* -0.046 0.032 -0.048 0.033 

Hispanic Ethnicity 
(excluded=Mexican) 

      

Salvadoran 0.033 0.074 0.034 0.070 0.062 0.072 
Colombian -0.256 0.117* -0.212 0.115 -0.193 0.117 
Cuban -0.286 0.122* -0.229 0.118 -0.204 0.124 
Dominican -0.154 0.121 -0.108 0.115 -0.070 0.122 
Guatemalan -0.014 0.102 -0.016 0.101 0.017 0.103 
Peruvian 0.059 0.124 0.079 0.124 0.106 0.124 
Other Latin America and 
Caribbean 

-0.001 0.073 -0.031 0.081 -0.011 0.080 

Pre-migration education 0.039 0.006*** 0.032 0.007*** 0.035 0.007*** 
U.S. education 0.049 0.009*** 0.038 0.010*** 0.043 0.009*** 
Pre-migration experience -0.002 0.004 -0.002 0.004 -0.002 0.004 
U.S. experience 0.025 0.005*** 0.024 0.006*** 0.024 0.006*** 
Enclave (excluded=Not Enclave) 0.055 0.064 -0.108 0.055* -0.088 0.074 
df 940 898 898 
R2 (%) 10.50 10.15 9.91 
 
*p<.05; **p<.01; ***p<.001 
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We now turn to the key results of the interactive model testing Hypotheses 2 and 3, shown 
in Table 4, with the results for Asians given in the upper panel, and those for Hispanics given in 
the lower panel. Again, we evaluate the enclave thesis using three alternative measures of ethnic 
enclaves: the residential measure, the workplace measure, and the combined measure. Of 12 total 
coefficients in the table that test Hypotheses 2 and 3 for Asians, only one retains some statistical 
significance. However, it does not point in the expected direction: for the workplace measure, pre-
immigration education has a lower effect for workers in ethnic enclaves than for those in the 
mainstream economy. Indeed, the estimated difference is so large (-0.086 for the workplace 
measure) that it reduces the positive effects of pre-immigration education on the earnings of 
workers in ethnic enclaves by two-thirds.  This result directly contradicts Hypothesis 2a.  Overall, 
results for Asian immigrants in our data yield no support for the enclave thesis.  

Results of the interactive model for Hispanics lend no more support to this thesis. Of 12 
total coefficients in the table that test Hypothesis 2 and 3 for Hispanics, only one of them is 
statistically significant. The significant result, the coefficient for the interaction between post-
immigration education and ethnic enclave (using the workplace measure), points in a direction 
that contradicts Hypothesis 3a (estimate is 0.041 with SE of 0.021).  

In preceding analyses, we grouped different ethnic groups into either Asian or Hispanic 
categories, while allowing for additive effects of major ethnicities. We know that immigrants 
differ significantly across ethnic groups. We might be concerned that our findings of no support 
for the ethnic enclave thesis may be an artifact of lumping heterogeneous ethnic groups into 
either Asian or Hispanic aggregates. In Appendices B1 and B2, we report results of an auxiliary 
analysis that repeats the earlier analysis for each major ethnic group. For brevity, we only report 
the results for the residential (Appendix B1) and workplace (Appendix B2) measures of ethnic 
enclaves, although the substantive conclusion holds true for the combined measure as well. In 
sum, we have few significant coefficients. Given the small sample sizes of many of the ethnic 
groups, this is not surprising. What is far more surprising is that the majority of significant 
interaction coefficients point in a direction that contradicts the enclave thesis. Under the 
residential measure, post-immigration experience has a larger effect for Indian workers in 
enclaves than for other workers, while pre-immigration education has smaller effects for workers 
in enclaves than for other workers. Peruvians also experience smaller returns to pre-immigration 
education in the enclave. Among Dominicans, post-immigration experience has a larger effect 
for workers in enclaves than for other workers. Only Vietnamese experience larger and 
significant returns to pre-migration education consistent with Hypothesis 2a.  

Under the workplace measure, the results are somewhat different. Both pre-immigration 
and post-immigration education have larger effects for Mexican workers in enclaves than for 
other workers, the former providing evidence for Hypothesis 2a and the latter providing evidence 
contradictory to Hypothesis 3a. However, both Colombian and Dominican workers experience 
smaller returns to pre-immigration experience in the enclave in contradiction to Hypothesis 2b. 
While we wish to caution the reader that these statistical results may not be reliable because they 
are based on relatively small samples, it is safe to conclude that we find minimal support in our 
ethnicity-specific analyses for the ethnic enclave thesis. 
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Table 4.  Selected Coefficients for Interactive Regression Model Predicting Logged Hourly Wage Under Three 
Alternative Measures of Enclave Economy, Asians and Hispanics 

 RESIDENTIAL MEASURE WORKPLACE MEASURE COMBINED MEASURE 
INDEPENDENT VARIABLES Coefficient SE Coefficient SE Coefficient SE 
Asian       

Pre-migration education 0.102 0.011*** 0.123 0.012*** 0.101 0.010*** 
U.S. education 0.121 0.016*** 0.136 0.017*** 0.122 0.016*** 
Pre-migration experience -0.003 0.004 0.001 0.004 -0.002 0.003 
U.S. experience 0.089 0.010*** 0.083 0.010*** 0.090 0.009*** 
Enclave (excluded=Not Enclave) 0.250 0.338 0.977 0.292** 0.320 0.426 
Enclave*Pre-migration education -0.017 0.021 -0.086 0.020*** -0.023 0.027 
Enclave*U.S. education -0.033 0.050 -0.080 0.045 -0.196 0.106 
Enclave*Pre-migration experience -0.001 0.008 -0.005 0.007 -0.001 0.011 
Enclave*U.S. experience 0.003 0.027 0.018 0.024 0.002 0.052 

R2 (%) 39.14 40.88 39.38 
       
Hispanic       

Pre-migration education 0.044 0.007*** 0.025 0.010* 0.037 0.007*** 
U.S. education 0.051 0.010*** 0.024 0.013 0.043 0.010*** 
Pre-migration experience -0.002 0.004 0.000 0.006 -0.005 0.004 
U.S. experience 0.021 0.006** 0.022 0.008* 0.021 0.006** 
Enclave (excluded=Not Enclave) 0.194 0.190 -0.273 0.184 -0.144 0.227 
Enclave*Pre-migration education -0.022 0.014 0.010 0.013 -0.012 0.017 
Enclave*U.S. education -0.010 0.020 0.041 0.021* 0.019 0.041 
Enclave*Pre-migration experience 0.001 0.007 -0.003 0.008 0.009 0.008 
Enclave*U.S. experience 0.012 0.011 0.003 0.010 0.020 0.014 

R2 (%) 10.96 10.57 10.36 
 
*p<.05; **p<.01; ***p<.001 
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CONCLUSION 

 Based on the previous literature, we have adopted a life-course approach to the study of 
the potential role ethnic enclaves may play in affecting the earnings of immigrant workers. We 
have derived three testable hypotheses conjecturing the following: (a) immigrants working in 
ethnic enclaves should have higher earnings overall than immigrants working in the mainstream 
economy; (b) returns to pre-immigration human capital should be higher for immigrants working 
in ethnic enclaves than for immigrants working in the mainstream economy; and (c) returns to 
post-immigration human capital should be lower for immigrants working in ethnic enclaves than 
for immigrants working in the mainstream economy.  
 Our study analyzed data that have been made available recently from the 2003-2004 
baseline round of the New Immigrant Survey. We constructed three alternative measures of 
ethnic enclaves, one based on ethnic and nativity composition of residential neighborhood, one 
based on language spoken at the workplace, and a third that combines the previous two. Our 
statistical analyses focused on five key coefficients that correspond to the three hypotheses in 
two models pertaining to the ethnic enclave thesis, estimated separately for Asians and Hispanics 
and also separately for all 12 major ethnic groups.  
 Taken as a whole, our results do not support the enclave thesis. Indeed, some of the 
results directly contradict the enclave thesis. For example, pre-immigration education was found 
to have a smaller effect in enclaves than outside enclaves for Asians as a whole, and also for 
Peruvians. We recognize that our study suffers from two major data limitations. First, although 
similar to measures used in previous studies, our three measures of ethnic enclaves are crude. 
Second, the numbers of cases for specific ethnic groups are relatively small. Still, we think that 
these two data limitations raise issues of statistical inference, i.e., matters of precision, rather 
than issues of bias. For example, while our measures of ethnic enclaves are not ideal, they should 
be well correlated with alternative measures. We cannot think of good reasons as to why the 
measures that we use would be so biased as to generate opposite results, if the ethnic enclave 
thesis were true. In conclusion, our empirical results do not support the thesis that ethnic 
enclaves provide special advantages to immigrant workers in terms of providing them with 
higher earnings or higher returns to human capital acquired in their native countries. 
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APPENDICES

Appendix A.   Descriptive Statistics 
 ASIANS HISPANICS 
VARIABLES Mean SD Mean SD 
Hourly Wage (dollars) 19.826  12.667  
Log Hourly Wage 2.987 1.017 2.539 0.751 
Percent Female 61.90  56.30  
Log-Odds of Neighborhood Poverty -2.373 0.806 -1.732 0.782 
Asian Ethnicity     

Percent Chinese 13.97  ---  
Percent Filipino 18.18  ---  
Percent Indian 14.77  ---  
Percent Vietnamese 8.40  ---  
Percent Korean 3.95  ---  
Percent Other East Asian, South Asian 

and Pacific 
16.53  ---  

Hispanic Ethnicity     
Percent Mexican ---  42.35  
Percent Salvadoran ---  14.98  
Percent Colombian ---  5.89  
Percent Cuban ---  5.08  
Percent Dominican ---  5.75  
Percent Guatemalan ---  5.99  
Percent Peruvian ---  4.10  
Percent Other Latin America and 

Caribbean 
---  18.26  

Pre-migration education 12.706 3.934 9.288 4.723 
U.S. education 0.490 1.561 1.159 2.897 
Pre-migration experience 9.065 12.449 4.813 9.339 
U.S. experience 1.483 2.825 3.744 4.989 
N 826 955 
Source: From authors calculations of The New Immigrant Survey 2003-2004 data.   
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Appendix B1.  Selected Coefficients for Interactive Model Under the Residential Measure of Enclave Economy for 
Detailed Ethnic Groups 

 

ETHNIC GROUP 
Enclave 

Enclave*  
Pre-migration 
education 

Enclave*  
U.S. education 

Enclave*  
Pre-migration 
experience 

Enclave*  
U.S. experience 

Asian      
Chinese (N=99) 0.143 0.023 0.021 0.019 -0.040 
Filipino (N=174) 0.114 -0.002 0.040 -0.021 -0.043 
Indian (N=281) 1.932 -0.156* -0.029 -0.011 0.148* 
Vietnamese (N=39) -0.734 0.083* 0.055 -0.010 -0.024 
Korean (N=52) -1.573 0.060 -0.098 0.036 0.111 

Hispanic      
Mexican (N=339) 0.351 -0.052 -0.086 0.011 0.026 
Salvadoran (N=197) 0.114 -0.003 -0.006 -0.007 0.009 
Colombian (N=46) -0.710 0.060 0.043 -0.018 0.051 
Cuban (N=53) 0.208 0.014 --- 0.018 -0.147 
Dominican (N=53) 1.540 -0.190 --- 0.003 0.366*** 
Guatemalan (N=67)  -0.261 0.022 -0.015 -0.002 -0.006 
Peruvian (N=48) 2.677* -0.216* -0.181 0.028 0.078 

 
*p<.05; **p<.01; ***p<.001 
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Appendix B2.  Selected Coefficients for Interactive Model Under the Workplace Measure of Enclave Economy for 
Detailed Ethnic Groups 

 

ETHNIC GROUP 
Enclave 

Enclave*  
Pre-migration 
education 

Enclave*  
U.S. education 

Enclave*  
Pre-migration 
experience 

Enclave*  
U.S. experience 

Asian      
Chinese (N=99) 2.203* -0.128 --- 0.009 -0.106 
Filipino (N=171) -0.370 -0.002 -0.120 -0.021 0.206 
Indian (N=280) 0.582 -0.018 -0.173 -0.012 -0.010 
Vietnamese (N=38) 0.070 -0.011 -0.379 -0.017 0.008 
Korean (N=51) 1.746 -0.087 -0.205 -0.067 0.015 

Hispanic      
Mexican (N=331) -0.710* 0.058* 0.073* -0.006 -0.004 
Salvadoran (N=195) -0.228 -0.011 0.033 0.023 0.011 
Colombian (N=46) 0.015 0.036 0.019 -0.058* -0.111 
Cuban (N=53) 0.236 -0.017 0.258 0.022 -0.031 
Dominican (N=53) 6.781** -0.082 --- -0.377** -1.197*** 
Guatemalan (N=66)  -0.002 0.034 0.048 -0.026 -0.015 
Peruvian (N=48) 1.499 -0.150 -0.208 0.068 0.146 

 
*p<.05; **p<.01; ***p<.001 
 



Ethnic Enclaves and the Earnings of Immigrants                                                                                                    24 
 

REFERENCES 

Akresh, I.R. 2007. “U.S. Immigrants’ Labor Market Adjustment: Additional Human Capital Investment 
and Earnings Growth.” Demography 44:865-81. 

Alba, R.D., J.R. Logan, B.J. Stults, G. Marzan and W. Zhang. 1999. “Immigrant Groups in the Suburbs: 
A Reexamination of Suburbanization and Spatial Assimilation.” American Sociological Review 
64:446-60. 

Alba, R. and V. Nee. 2003. Remaking the American Mainstream: Assimilation and Contemporary 
Immigration. Cambridge, MA: Harvard University Press. 

Aldrich, H.E. and R. Waldinger. 1990. “Ethnicity and Entrepreneurship.” Annual Review of Sociology 
16:111-35. 

Bankston, C.L. and M. Zhou. 1997. “The Social Adjustment of Vietnamese American Adolescents: 
Evidence for a Segmented-Assimilation Approach.” Social Science Quarterly 78:508-23. 

Borjas, G.J. 1985. “Assimilation, Changes in Cohort Quality, and the Earnings of Immigrants.” Journal of 
Labor Economics 3:463-89. 

———. 1989. “Immigrant and Emigrant Earnings - a Longitudinal-Study.” Economic Inquiry 27:21-37. 
———. 2000. “Ethnic Enclaves and Assimilation” Swedish Economic Policy Review 7(2):89-122. 
Chaganti, R. and P.G. Greene. 2002. “Who Are Ethnic Entrepreneurs? A Study of Entrepreneurs, Ethnic 

Involvement and Business Characteristics.” Journal of Small Business Management 40:126-43. 
Chiswick, B.R. 1978. “The Effect of Americanization on Earnings of Foreign-Born Men.” Journal of 

Political Economy 86:897-921. 
Chiswick, B.R. and P.W. Miller. 2005. “Do Enclaves Matter in Immigrant Adjustment?” City and 

Community 4:5-35. 
Driscoll, B.A. 2001. “La actividad empresarial de la comunidad latina en Estados Unidos/Impactos y 

perspectivas.” Problemas del Desarrollo 32:141-60. 
Duleep, H.O. and M.C. Regets. 1997. “Measuring Immigrant Wage Growth Using Matched CPS Files.” 

Demography 34:239-49. 
———. 1999. “Immigrants and Human-Capital Investment.” American Economic Review 89:186-91. 
Edin, P., P. Fredriksson, and O. Åslund. 2003. “Ethnic Enclaves and the Economic Success of 

Immigrants—Evidence from a Natural Experiment.” The Quarterly Journal of Economics 118:329-
57. 

Friedberg, R. M. 2000. “You Can't Take It With You? Immigrant Assimilation and the Portability of 
Human Capital.” Journal of Labor Economics 18:221-51. 

Galbraith, C.S, C.H. Stiles and C.L. Rodriguez. 2003. “Patterns of Trade in Ethnic Enclaves: A Study of 
Arab and Hispanic Small Businesses” Journal of Small Business and Entrepreneurship 16:1-15. 

Gans, H.J. 1992. “Second-Generation Decline: Scenarios for the Economic and Ethnic Futures of the 
Post-1965 American Immigrants.” Ethnic and Racial Studies 15:173-92. 

Hersch, J. 2008. “Profiling the New Immigrant Worker: The Effects of Skin Color and 
Height.” Journal of Labor Economics 26:345-86. 
Hirschman, C. 2001. “The Educational Enrollment of Immigrant Youth: A Test of the Segmented-

Assimilation Hypothesis.” Demography 38:317-36. 
Hu, W. 2000. “Immigrant Earnings Assimilation: Estimation from Longitudinal Data.” American 

Economic Review 90:368-71.   



Ethnic Enclaves and the Earnings of Immigrants                                                                                                    25 
 

Jasso, G., D. Massey, M. Rosenzweig, and J. Smith. 2007. The New Immigrant Survey [Machine-readable 
data]. Funded by NIH HD33843, NSF, USCIS, ASPE and Pew. Restricted Use Data, Version 2. 
Retrieved September 2008. Persons interested in obtaining NIS Restricted Use Data should see 
http://nis.princeton.edu/data_restricted.html for further information. 

Kesler, C. and M. Hout. 2008. “Entrepreneurship and Immigrant Wages in U.S. Labor Markets: A Multi-
Level Approach.” Working Paper. Survey Research Center, University of California, Berkeley. 

Li, P. and C. Dong. 2007. “Earnings of Chinese Immigrants in the Enclave and Mainstream Economy.” 
CRSA 44:65-99. 

Light, I. 1972. Ethnic Enterprise in American Cities. New York: Free Press.  
Light, I. and S.J. Gold. 2000.  Ethnic Economies. San Diego, CA: Academic Press.  
Logan, J.R., R.D. Alba and B.J. Stults. 2003. “Enclaves and Entrepreneurs: Assessing the Payoff for 

Immigrants and Minorities” International Migration Review 37:344-88. 
Longva, P. and O. Raaum. 2003. “Earnings Assimilation of Immigrants in Norway - a Reappraisal.” 

Journal of Population Economics 16:177-93. 
Mincer, J. 1974. Schooling, Experience, and Earnings. New York: National Bureau of Economic 

Research; distributed by Columbia University Press.  
Mouw, T. 2000. “Job Relocation and the Racial Gap in Unemployment in Detroit and Chicago, 1980-

1990.” American Sociological Review 65:730-53. 
Mouw, T. and Y. Xie. 1999. “Bilingualism and the Academic Achievement of Asian Immigrants: 

Accommodation With or Without Assimilation?” American Sociological Review 64:232-52.  
Piore, M.J. 1970. “The Dual Labor Market: Theory and Implications.” Pp.55-59 in The State and the 

Poor, edited by S.H. Beer and R.E. Barringer. Cambridge, MA: Winthrop Publishers. 
Portes, A. 1981. “Modes of Structural Incorporation and Present Theories of Labor Immigrations.” 

Pp.279-97 in Global Trends in Migration, edited by M.M. Kritz, C.B. Keely, and S.M. Tomasi. 
Staten Island, NY: CMS Press.  

Portes, A. and R.L. Bach. 1985. Latin Journey: Cuban and Mexican Immigrants in the United States. 
Berkeley, CA: University of California Press.  

Portes, A., P. Fernandez-Kelly, and W. Haller. 2005. “Segmented Assimilation on the Ground: The New 
Second Generation in Early Adulthood.” Ethnic and Racial Studies 28:1000-40. 

Portes, A. and L. Jensen. 1987. “What’s an Ethnic Enclave? The Case for Conceptual Clarity.” American 
Sociological Review 52:768-71. 

———. 1989. “The Enclave and the Entrants: Patterns of Ethnic Enterprise in Miami before and after 
Mariel.” American Sociological Review 54:929-49. 

———. 1992. “Disproving the Enclave Hypothesis: Reply.” American Sociological Review 57:418-20.  
Portes, A. and R.G. Rumbaut. 2001. Legacies: The Story of the Immigrant Second Generation. New 

York: Russell Sage Foundation. 
Portes, A. and S. Shafer. 2007. “Revisiting the Enclave Hypothesis: Miami Twenty-Five Years Later.” 

Research in the Sociology of Organizations 25:157-90. 
Portes, A. and M. Zhou. 1993. “The New Second Generation: Segmented Assimilation and Its Variants.” 

Annals of the American Academy of Political and Social Sciences 530:74-96. 
Sanders, J.M. and V. Nee. 1987a. “Limits of Ethnic Solidarity in the Enclave Economy.” American 

Sociological Review 52:745-67.  
———. 1987b. “On Testing the Enclave-Economy Hypothesis.” American Sociological Review 52:771-

73.  

http://nis.princeton.edu/data_restricted.html�


Ethnic Enclaves and the Earnings of Immigrants                                                                                                    26 
 

———. 1992. “Problems in Resolving the Enclave Economy Debate.” American Sociological Review 
57:415-18.  

Schnell, I. and M. Sofer. 2003. “Embedding Entrepreneurship in Social Structure: Israeli-Arab 
Entrepreneurship.” International Journal of Urban and Regional Research 27:300-18. 

Tienda, M. 2002. “Review of Ethnic Economies by Ivan Light and Steven J. Gold.” Journal of Economic 
Literature 40:191-92. 

Waters, M. 1990. Ethnic Options: Choosing Identities in America. Berkeley, CA: University of California 
Press.  

Willis, R.J. and S. Rosen. 1979. “Education and Self-Selection.” Journal of Political Economy 87:S7-
S36. 

Wilson, K.L. & A. Portes. 1980. “Immigrant Enclaves: An Analysis of the Labor Market Experiences of 
Cubans in Miami.” The American Journal of Sociology 86:295-319.  

Wilson, K.L. and W.A. Martin. 1982. “Ethnic Enclaves: A Comparison of the Cuban and Black 
Economies in Miami.” American Journal of Sociology 88:135-60. 

Zeng, Z. and Y. Xie. 2004. “Asian-Americans' Earnings Disadvantage Reexamined: the Role of Place of 
Education.” American Journal of Sociology 109:1075-1108. 

Zhou, M. and J. Logan 1989. “Returns on Human Capital in Ethnic Enclaves: New York City’s 
Chinatown.” American Sociological Review 54: 809-20. 

Zhou, M. 1997. “Segmented Assimilation: Issues, Controversies, and Recent Research on the New 
Second Generation.” International Migration Review 31: 975-1008. 

http://www.ucpress.edu/books/sale/pages/5407.html�



	Ethnic Enclaves and the Earnings of Immigrants
	ABSTRACT
	A large literature in sociology concerns the implications of immigrants’ participation in ethnic enclaves for their economic and social well-being. In particular, the “enclave thesis” speculates that immigrants benefit from working in ethnic enclaves....
	INTRODUCTION
	The United States is often said to be “a country of immigrants.” While this may be true, we need to distinguish between “old” and “new” immigrants. The expression “old immigrants” refers mainly to Europeans who arrived prior to the 1920s; “new immigr...
	THEORETICAL ISSUES
	Since the passage of the landmark 1965 Immigration Act, the United States has experienced a second wave of mass immigration. Whereas immigrants prior to the 1920s were mainly European in origin, more recent immigrants have been primarily from Asia an...
	“Economic assimilation” refers to the pattern of immigrants experiencing lower initial earnings but faster growth compared with native workers (although perhaps not immediately) so that they eventually narrow the earnings gap.  This stylistic pattern ...
	The phenomenon of immigrant economic assimilation was first systemically examined in Chiswick’s (1978) study, which estimated that immigrants will reach earnings parity with native workers after staying 10 to 15 years in the United States. More recent...
	The theory behind economic assimilation is strong, as summarized by Duleep and Regets (1999). To see this, we first need to recognize that immigrants come to America with a distinct disadvantage: whatever human capital (both formal education and exper...
	Drawing on Gans’s (1992) insight that trajectories of the new second-generation immigrants can diverge depending on local context, Portes and Zhou (1993) proposed the theory of “segmented assimilation.” This theory asserts that the United States is a ...
	Segmented assimilation theory is mostly concerned with socioeconomic outcomes of immigrant children. For first-generation immigrants, as observed by Alba and Nee (2003:163-64), a parallel question has also been raised: are immigrants better off workin...
	In a series of papers and a book, Portes and his collaborators (Portes 1981; Portes and Bach 1985; Portes and Jensen 1989; Wilson and Portes 1980) have advanced a provocative proposition and a serious challenge to the classic assimilation theory, unde...
	Portes (1981:290-91) defines ethnic enclaves as “immigrant groups which concentrate in a distinct spatial location and organize a variety of enterprises serving their own ethnic market and/or the general population.” There are two notable requirements...
	Sanders and Nee (1987a, 1987b, 1992) have criticized the enclave thesis advanced by Portes and his associates and found empirical evidence against it. At the core of Sanders and Nee’s criticism is the phenomenon of a class struggle within an ethnic en...
	The traditional path has been for the immigrant to move directly to an urban enclave from his or her native country, moving to a more integrated area after greater assimilation. For this reason, enclaves ebb and flow as immigrants arrive and assimilat...
	Beyond the debates between Portes and Jensen (1987, 1989, 1992) and Sanders and Nee (1987a, 1987b, 1992), empirical work on this topic has grown recently. Logan, Alba, and Stults (2003) found mixed results regarding the ethnic enclave’s effects on inc...
	The relative benefit from ethnic enclaves may vary by ethnicity. Wilson and Martin (1982) compared the Cuban and black economies in South Florida. They found that while Cubans spend a smaller proportion of their revenues on labor than do blacks, they ...
	In the literature, an ethnic enclave has been defined by either residential or employer characteristics. If defined by residential characteristics, an ethnic enclave consists of a high concentration of co-ethnic immigrants. If defined by employer char...
	Therefore, the first obstacle in the assimilation/ethnic enclave literature is simply defining the enclave. Is an enclave defined by where people work? Their residence? Their workplace? Unfortunately, these questions have not been answered satisfactor...
	The past literature on ethnic enclaves has been narrowly focused on the simple question of whether immigrant workers benefit from an ethnic enclave economy. Another way to conceptualize the problem is to compare earnings streams over time, through a l...
	In Figure 2, we sketch two earnings trajectories for a male immigrant, “Option A” and “Option B.” Option A gives him lower earnings at the beginning of immigration, as he accumulates human capital, but higher earnings growth later in his life cycle. O...
	METHODS AND DATA
	Our life-course approach leads us to the following reformulation of the ethnic enclave hypothesis: working in an ethnic enclave economy may allow an immigrant worker to have relatively higher earnings in the early years of immigration but a slower gr...
	ln(Yi) = 0+ 1 edu1i + 2 edu2i + 3 exp3i + 4 exp4i + ’x i+ i,    (1)
	where ln(Y), logged earnings, is the outcome variable, edu1 and edu2 are, respectively, pre-immigration and post-immigration educational attainment measured in years of schooling, exp3 and exp4 are, respectively, pre-immigration and post-immigration j...
	We now introduce our central explanatory variable ethnic enclave, z (with zi = 1 if immigrant i works in an ethnic enclave, and zi = 0 otherwise). We now write out the following interactive model:
	ln(Yi) = 0+ 1 edu1i + 2 edu2i + 3 exp3i + 4 exp4i + ’x i
	0 zi 1 edu1i zi + 2 edu2i zi + 3 exp3i zi + 4 exp4i zi + i,    (2)
	We will first estimate a simpler, additive version of equation (2), with constraints 1 = 2 = 3 = 4 = 0, so that we can focus on the overall effect of an ethnic enclave, i.e., 0. In the next step, we will examine the interaction effects 1, 2, 3...
	Hypothesis 1:  The intercept is higher overall for immigrant workers in ethnic enclaves than for immigrant workers in the mainstream economy, i.e., 0> 0. Note that 0 would indicate the overall difference in earnings due to enclave status only if the...
	Hypothesis 2a:  The estimated effect of pre-immigration education is larger for immigrant workers in ethnic enclaves than for immigrant workers in the mainstream economy, i.e., 1 > 0.
	Hypothesis 2b:  Similarly, the estimated effect of pre-immigration experience is larger for immigrant workers in ethnic enclaves than for immigrant workers in the mainstream economy, i.e., 3 > 0.
	Hypothesis 3a:  The estimated effect of post-immigration education is smaller for immigrant workers in ethnic enclaves than for immigrant workers in the mainstream economy, i.e., 2 < 0.
	Hypothesis 3b:  Similarly, the estimated effect of post-immigration experience is smaller for immigrant workers in ethnic enclaves than for immigrant workers in the mainstream economy, i.e., 4 < 0.
	Our formulation is consistent with the hypothesis advanced by Wilson and Portes (1980) that immigrants may benefit from employment in an enclave economy because they may be able to reap returns to human capital acquired prior to immigration. However, ...
	To test the above hypotheses, we analyze data from the restricted version of the baseline round of the New Immigrant Survey (NIS), collected in 2003 and 2004, supplemented with contextual data from the 2000 census. The NIS is a nationally representati...
	We drop observations with item-missing data for any covariate and also observations in which the respondent reports annual work hours and earnings that imply an hourly wage of less than three dollars per hour (in 2004 U.S. dollars). This is considerab...
	Measurement of an economic enclave is very difficult. An analysis by Galbraith, Stiles and Rodriguez (2003) defined the economic enclave based on an input-output analysis, determining the proportion of money circulating within ethnic businesses versus...
	In our study using the NIS data, we develop three crude measures of an ethnic enclave that bear similarity to operationalizations used in previous research. First, we construct a measure based on the ethnic and foreign-born compositions of respondents...
	In constructing the residential measure, we turn to supplementary data from the 2000 census. The restricted version of the NIS includes the zip code of residence for each respondent at the time of the survey. This makes it possible to link contextual ...
	After we merge the contextual information about ethnic concentration into the NIS data, we formulate the residential measure by comparing the ethnic concentration in each immigrant worker neighborhood to a threshold specific to his/her ethnicity.  Aft...
	As we discussed in connection with equation (2), central to our analyses are measures of education and experience, separated into pre-immigration and post-immigration. Given that total years of education and years of post-migration education were repo...
	The dependent variable in our analysis is the log of hourly earnings reported in the year prior to interview. We use the log, as is conventional, because raw hourly wages and earnings are positively skewed5F . We use earnings as the measure of economi...
	In all statistical analyses, we also include covariates to account for factors other than the ethnic enclave, which may have an effect on a respondent’s economic outcomes. We include the log-odds of a high-poverty neighborhood as a continuous linear s...
	We estimate both the baseline model (equation 1) and the interaction model (equation 2) via ordinary least squares (OLS) using the sample weights provided in the NIS7F . We estimate and report the models for Asian respondents and for Hispanic responde...
	RESULTS
	We give the descriptive statistics of the NIS data in Appendix A, separately for Asians and Hispanics. As expected given the results of past research, the average hourly wage is much higher for Asian immigrants than for Hispanic immigrants. Asians ar...
	We present the results for the baseline model (i.e., equation 1), separately for Asians and Hispanics, in Table 1. Given the dependent variable in logged hourly wage, we can roughly interpret the estimated coefficient as the effect in percentage on ea...
	To evaluate the enclave thesis empirically, we now introduce the measurement of ethnic enclave into the analysis. In Table 2, we present the results of the additive version of equation (2), under three operationalizations of the enclave measure, for A...
	We report comparable and similar results for Hispanic immigrants in Table 3. Hispanics who work in workplaces where non-English languages are spoken (our workplace definition of ethnic enclave) earn 11% less than other Hispanics who are otherwise comp...
	We now turn to the key results of the interactive model testing Hypotheses 2 and 3, shown in Table 4, with the results for Asians given in the upper panel, and those for Hispanics given in the lower panel. Again, we evaluate the enclave thesis using t...
	Results of the interactive model for Hispanics lend no more support to this thesis. Of 12 total coefficients in the table that test Hypothesis 2 and 3 for Hispanics, only one of them is statistically significant. The significant result, the coefficien...
	In preceding analyses, we grouped different ethnic groups into either Asian or Hispanic categories, while allowing for additive effects of major ethnicities. We know that immigrants differ significantly across ethnic groups. We might be concerned that...
	Under the workplace measure, the results are somewhat different. Both pre-immigration and post-immigration education have larger effects for Mexican workers in enclaves than for other workers, the former providing evidence for Hypothesis 2a and the la...
	CONCLUSION
	Based on the previous literature, we have adopted a life-course approach to the study of the potential role ethnic enclaves may play in affecting the earnings of immigrant workers. We have derived three testable hypotheses conjecturing the following:...
	Our study analyzed data that have been made available recently from the 2003-2004 baseline round of the New Immigrant Survey. We constructed three alternative measures of ethnic enclaves, one based on ethnic and nativity composition of residential ne...
	REFERENCES



