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Abstract
This article focuses on two dimensions of labour market integration, sorting into different industries (niching) and sort-
ing into workplace establishments (segregation) by share of migrant workers. We seek to understand to what degree
these two dimensions of immigrants’ lack of labourmarket integration—niching and segregation—overlapwith each other.
The study is based on Finnish individual, panel and relational registry data, and we focus on the three largest immigrant
groups—Estonians, Russians and Swedes—who have arrived from countries with different wealth levels to the Helsinki
metropolitan area. By applying generalised structural equation modelling, we estimate industrial niching and workplace
segregation—measured as a degree of overconcentration of immigrants in particular industries and workplace establish-
ments, respectively—jointly. Our main findings show a strong overlap between niching and segregation for all ethnic
groups. Segregation and niching levels are the highest among Estonians, but very similar for Russians and Swedes. These
findings do not support the cultural similarity argument in immigrant labour market integration. Rather, immigration pol-
icy and origin country wealth level may be determinant. Additionally, we found that females are more likely than males
to be employed simultaneously in niched industries and segregated workplace establishments, supporting the thesis of
gender-based networks.
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1. Introduction

Immigrant labour market integration is often seen as an
important pathway for immigrants’ better inclusion in
the host society (Tesfai, 2019; Tuccio, 2020). Although
many migrants fare well in the labour market, they tend
to be overconcentrated in those jobs that are less attrac-

tive for natives (Napierała & Wojtyńska, 2017; Ruiz &
Vargas-Silva, 2018). As a consequence, a ‘polarised’ or
‘dual’ labour market may emerge with migrants being
overrepresented in jobs with lower pay and lower social
security, and natives being overrepresented in jobs with
higher pay and higher social security (Christopher &
Leslie, 2015; Halbmeier, 2019; Sassen, 1990). The poor
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labour market performance of immigrants relative to
natives has been related to different mechanisms of dis-
crimination and exclusion such as ethnically segregated
networks and stereotypical thinking by native employ-
ers (Arrow, 1998; Bursell & Jansson, 2018; Hensvik &
Skans, 2016). Immigrant productive characteristics—e.g.,
education and formal qualification in the country of ori-
gin, as well as previous experiences—are often also of
less value in the destination country (Fellini, Guetto, &
Reyneri, 2018).

This article aims to shed new light on immigrant
labour market integration by focusing on the overlap
between immigrant sorting into certain industries (nich-
ing) and workplace establishments (segregation) and
how it varies across ethnic groups and different skills lev-
els. In our study, we do not seek to find causal infer-
ence as it is assumed in previous research. Instead, we
draw our empirical design on the assumption of inter-
dependency, in the further text we refer to it as over-
lapping, of workplace segregation and industrial niching.
By overlapping we assume the degree of interdependen-
cy between the levels of workplace segregation and the
levels of industrial niching. Previous research shows that
both high levels of industrial niching and high levels of
workplace segregation may negatively affect immigrant
labour market integration associated with workplace
segregation (Tomaskovic-Devey, Hällsten, & Avent-Holt,
2015) and niched employment (Gleave, 2017). Migrants
who work both in segregated workplaces and in indus-
trial niches are the most isolated in the host country’s
labour market and as a consequence, such isolation
brings wage penalties (Catanzarite & Aguilera, 2002).
Hence, the negative effect may be even stronger if the
work is taking place in both an industrial niche and
a migrant-intensive workplace. However, less is known
about the extent of the overlap between industrial
niching and workplace segregation. This is an impor-
tant knowledge gap since various dimensions of immi-
grant integration tend to be related (Tammaru, van Ham,
Marcińczak, & Musterd, 2015).

Building on the seminal work by Wright, Ellis, and
Parks (2010), we define industrial niching as an over-
concentration of immigrants in certain industries and
we define workplace segregation as an overconcentra-
tion of immigrants in certain workplace establishments.
We seek answers to three research questions: First, to
what degree do industrial niching and workplace segre-
gation overlap with each other? Although the study by
Wright et al. (2010) theoretically discussed the impor-
tance of a joint analysis of niching and segregation,
they were not able to strictly measure the overlap
between these two dimensions. More specifically, we
will advance their research in the following directions:
(1)Wemeasure the workplace ethnic composition at the
establishment level as is common to matched employer-
employee data-based studies (Hellerstein, McInerney, &
Neumark, 2011; Rahnu, Puur, Kleinepier, & Tammaru,
2019) and (2) adopt a panel research design and we

apply generalised structural equation modelling on the
data, which allows measuring the overlap between nich-
ing and segregation.

Second, are there differences in the overlap between
industrial niching and workplace segregation by country
of origin? Previous research reveals diverse patterns of
labour market integration for different migrant groups
(Hedberg & Tammaru, 2013; Ruiz & Vargas-Silva, 2018;
Wright et al., 2010). Coming from a culturally more dis-
tant and economically less affluent country tends to
contribute to a bigger disadvantage in the labour mar-
ket (Tesfai, 2019). Likewise, immigration policies affect
migrants from different origin countries in different ways
(Söhn, 2013). The country of origin determines labour
market position in the host country especially for newly-
arrived migrants as the migration policies apply differ-
ent entry requirements and work permits for different
migrant groups.

Third, are there important differences in the over-
lap between industrial niching and workplace segrega-
tion by migrant gender, family status and skills? Previous
research shows that niching is more common among
lower-skilled migrants and, hence, immigrants tend to
niche in manufacturing and the low-paid services sec-
tor (Lee, 2019). Niching is more common among men
than among women, and men tend to niche into manu-
facturing and women tend to niche into domestic-work-
related industries (Sánchez-Domínguez & Fahlén, 2018;
Wright et al., 2010). As an innovation to existing studies,
we extend our research by incorporating the family con-
text into the analysis. As hiring is strongly based on social
networks, marriage to a native partner is an important
way to enter into a high segment of the labour market
through host-country social networks (Dustmann, Glitz,
Schönberg, & Brücker, 2016; Goel & Lang, 2019). More
specifically, we are interested in whether migrants with
a native partner differ frommigrants with a migrant part-
ner or without a partner when it comes to niching and
segregation on the labour market.

Our study is based on Finnish register data for
2004–2013. The individual level, panel and relational
nature of the register data allows us to provide a detailed
account on the overlap of industrial niching and work-
place segregation and how it varies by origin country,
gender and skills. Since several country-specific barriers
shape migration, we include countries with low and high
migration barriers in the study. As the distance between
host and home countries matters, we focus on neigh-
bouring countries of Finland. Sweden and Estonia are cul-
turally close to Finland and, as members of the European
Union, enjoy free labour mobility. However, Sweden is
more affluent while Estonia is less affluent than Finland.
The third country to include in the analysis is Russia. Like
Estonia, Russia is less affluent than Finland but unlike
Estonia, migrants from Russia face higher obstacles to
migration, as do all migrants arriving from outside the
European Union. To factor out the differences between
host country sub-labour markets (Ellis & Almgren, 2009;
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Longhi, 2019), our research focuses on migrants living in
the Helsinki metropolitan area (HMA).

The structure of the article is as follows. We begin
with a literature review, starting with the debates on
the ‘dual labour market’ (Doeringer & Piore, 1985) and
how niching and segregation are related to the restruc-
turing of the labour markets and ‘social polarisation’
(Sassen, 1990). We extend these debates by discussing
how the country of origin context sort migrants in cer-
tain industries and workplaces (Åslund & Engdahl, 2019;
Strömgren et al., 2014). Further, we discuss the role of
immigrant personal characteristics and social networks
(Ellis, Wright, & Parks, 2004). We proceed with the analy-
sis by presenting descriptive data on immigrant nich-
ing and segregation first, followed by regression analysis.
The article ends with a discussion of the main findings
and the conclusion.

2. Literature Review

Although the research traditions on industrial niching
and workplace segregation are separated, they offer
many similar explanations to immigration labour mar-
ket integration as related to globalisation, immigration
and geographic changes in cities. Globalisation has giv-
en rise to large multinational corporations with differ-
ent functions located in different parts of the world; the
labour-intensive footloose jobs in manufacturing moved
to low-wage countries while higher-order services, man-
agement and coordination functions stayed and expand-
ed in high-wage countries (Sassen, 2011). Such changes
have led to the dualisation (Doeringer & Piore, 1985) or
polarisation (Sassen, 1990) of the labour markets.

For immigrants, it is often easier to get access
to lower-paid jobs and, as immigration continues,
migrants tend to cluster into certain industries and work-
places, leading to the formation of ethnic industrial
niches and segregated workplaces (Ansala, Åslund, &
Sarvimäki, 2020; Bygren, 2013; Liu, 2011; Waldinger,
1994). The overlap between industrial niching and work-
place segregation of immigrants has several mechanisms
that relate to (1) labour demand and personal character-
istics of migrants such as age, gender and skills, (2) coun-
try of origin of immigrants that shapes the ease of enter-
ing the host country and its labour market and (3) social
networks that link migrants and employers in countries
of origin and destination as both the processes of immi-
gration and hiring tend to hinge on information that
flows in social networks.

2.1. Origin Country Context

The country of origin matters in industrial niching and
workplace segregation of immigrants, e.g., because of
cultural and linguistic differences (Penninx, 2005) or
procedures of recognition of educational level and pre-
vious work experience of the migrants in the host
country. Coming from a culturally distant country may

pose greater difficulties in skill recognition by the native
employers because of the differences in country of origin
and the host country’s educational systems and labour
market structures, sorting migrants to certain jobs and
workplaces where skill mismatch is less problematic
(Dustmann, Fabbri, & Preston, 2005; Hayfron, 2001). As a
consequence, migrants tend to be over-educated for the
jobs they are recruited for (Joona, Gupta, & Wadensjö,
2014; Visintin, Tijdens, & van Klaveren, 2015) and, hence,
contribute to higher levels of industrial niching andwork-
place segregation.

Hiring through the ethnic network is very often
considered to be a low-cost and risk-free option for
the recruitment process (Hoffman, 2017). Companies
seek to maximise the benefits of ethnic network hir-
ing: decrease absenteeism at work (Hall, Iceland, & Yi,
2019; Hanson & Pratt, 1992), less friction (Liu, 2011)
and better communication among ethnic workers (Ely
& Thomas, 2001; Lancee, 2016). To shorten the search-
ing process, many workplaces prefer to hire new work-
ers through recommendations from already-employed
workers (Alaverdyan & Zaharieva, 2019). Often compa-
nies use ethnic networks to hire workers from the clos-
est residential areas and consider such living areas as
labour pools (Bayer, Ross, & Topa, 2008; Ellis et al., 2004;
Hellerstein et al., 2011; Manning & Petrongolo, 2017).

The hiring practices of ethnic entrepreneurs may
contribute to immigrant niching and segregation as
well. Ethnic enterprises often provide specific ethnic
goods and services (such as restaurants) and tend to
value co-ethnic co-workers not least because of trust
but also because of customer demand for authentic
goods. Because of those complementary forces, eth-
nic entrepreneurs tend to be more open to employing
migrants compared to employing natives and compared
to native entrepreneurs. This contributes to the niching
of immigrants into certain industries as well as into cer-
tain workplace establishments (Strömgren et al., 2014).
Because of the importance of ethnic networks, differ-
ences may exist not only between natives and migrants
but also between migrants coming from different coun-
tries of origin.

Relative income differences between origin and des-
tination countries may also matter concerning the sort-
ing of migrants in the host country labour market.
Migrants arriving from a less affluent country are attract-
ed by higher incomes (Halbmeier, 2019). For them, earn-
ing higher incomes than in their country of origin may
be a sufficient gain from migration. They tend to accept
any job offer if relative wage will be higher in compari-
son with the previous wage in the country of origin. As a
consequence, migrants from less affluent countries are
employed in unsecure low-skilled jobswith a higher num-
ber of working hours and lower wages and cluster more
in niched industries and ethnically segregated work-
places. Migrants arriving from more affluent countries
often have different aspirations. They may trade low-
er income in a destination country for more motivating
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career or business opportunities. Multinational compa-
nies staffing their branch offices tend to contribute to
such moves by circulating managers between countries
(Findlay & Cranston, 2015).

Origin country context also defines the selection
process and requirements host countries apply for
migrants. Those who emigrate from non-EU countries
meet the high level of skills-selection in comparison
with the European Union, which benefits from free-
labour mobility. Two types of migration policies—sector-
and employer-based—are directly related to the sort-
ing into industries and workplace establishments; sector-
based policies contribute to industrial niching and
employer-based policies contribute to workplace segre-
gation (Åslund & Engdahl, 2019). In Finland, our case
study country, sector-based and employer-based poli-
cies co-exist, producing the overlap between industrial
niching and workplace segregation.

2.2. Personal and Social Characteristics of Migrants

Although immigration policies set the broad framework
for the entry of migrants, the actual migration flows are
very diverse. Sorting in the labour market also relates
to migrant skills and its interaction with the residential
context (Liu & van Holm, 2019). Most migrants do not
have a job waiting for them upon arrival in the host coun-
try (Tammaru et al., 2015), and they start looking for a
job once settled. Highly-skilled migrants rely more on
formal ways in finding a job, while low-skilled migrants
tend to rely on ethnic networks and informal ways of
finding a job. Newcomers may obtain information about
job vacancies from co-ethnics that often relate to indus-
tries and workplaces that are already overrepresented
by this ethnic group (Telve, 2019). When the host coun-
try language skills are poor, which is often the case
with newcomers, immigrants are more likely pushed
into the niched industry and in a segregated workplace
(Liu, 2011).

Ethnic networks help migrants to settle but they
may also reduce social inclusion of migrants into the
host society and provide less motivation for local lan-
guage learning (Skaptadóttir, 2019). The job-search pro-
cess also hinges on the place of residence since workers
tend to be disproportionally hired from the nearest
residential areas (Ellis et al., 2004; Hellerstein et al.,
2011). The ethnic clustering into neighbourhoods such
as Chinatowns shapes sorting into industries and work-
place establishments.

An important way of entering the social networks in
the host country concerns getting married to a native
person, which is often considered to be the ultimate
form of social integration of migrants (González-Ferrer,
Obućina, Cortina, & Castro-Martín, 2018; Rahnu et al.,
2019). Having a native partner improves migrants’ lan-
guage skills, helps them learn the written and unwritten
rules of the county and provides accesses to information
about the labour market or even job vacancies. There

are also important differences in mixed ethnic unions by
country of origin; immigrants who share similar cultural
values and practices as natives are most likely to inter-
marry with natives (Klein, 2001; Peach, 2005). The study
by Strömgren et al. (2014) further found that migrants
married to natives work in less segregated workplaces
compared to other migrants.

Industrial niching andworkplace segregation are also
highly gendered (Ellis et al., 2004; Tammaru, Strömgren,
van Ham, &Danzer, 2016). Given gender stereotypes and
gendered social responsibilities, females and males tend
to concentrate in different industries and workplaces.
Cultural values may shape gender roles at work and at
home in a way that has a direct effect both on female
labour market participation as well as on their sorting
into certain jobs. Because of housekeeping responsibil-
ities and caretaking, females seek employment closer
to home. The social networks of migrant women tend
to be more neighbourhood-based and their social net-
works include more co-ethnics. Hence, living in segregat-
ed neighbourhoods tends to contribute more to female
niching and workplace segregation compared to men
(Light & Nandi, 2007; Tammaru et al., 2016).

3. Study Design

3.1. Research Population

We derive our empirical evidence from Finland, and our
research population includes migrants from its neigh-
bouring countries Estonia, Sweden and Russia arriving
between 2004 and 2013. We form the research pop-
ulation based on Finnish individual-level register data.
This is a high-quality data set that contains annual
observations for every individual registered in Finland.
However, information on the education of immigrants
is limited, e.g., we are unable to define the particu-
lar education level of the person and do not observe
the skills level; we use occupational status as a proxy.
First, we exclude return migrants or those whose moth-
er tongue is Finnish. Second, our analysis includes only
those who live and work in the HMA in order to exclude
the regional labour market differences. Third, as one of
the focuses of our study is workplace segregation, we
also removed self-employed persons and entrepreneurs
from the research population. We began by tracking
the employment history of the person from their first
employment in the HMA. Finally, we included persons
aged 25 to 64 for our study. As a result of those restric-
tions, our final research population includes 29,812 indi-
viduals (Table 1).

There are some important differences between
migrants arriving from different countries of origin. The
highest share of those who have a native partner is
among Swedes (22%). The share ofmigrants employed in
upperwhite-collar occupations is also the highest among
Swedes, lowest among Estonians and in-between for
migrants who arrived from Russia. Since Russia is not a
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Table 1. Characteristics of the research population by country of origin.

Estonians Russians Swedes

Gender Male 42.7 45.1 67.4
Female 57.3 54.9 32.6
Total (%) 100 100 100

Age group 25–34 33.8 50.3 64.0
35–44 28.9 27.3 26.8
45–54 26.4 16.1 6.9
55–64 10.9 6.3 2.3
Total (%) 100 100 100

Family status Single 62.1 30.9 47.8
Married with native 2.2 7.9 22.7
Married with migrant 14.9 42.6 14.0
Married, partner unknown 7.1 6.8 6.5
Divorced 13.0 10.9 8.7
Widow/er 0.7 0.9 0.3
Total (%) 100 100 100

Years of stay in HMA 0–3 71.1 52.1 65.1
3–6 22.5 35.1 25.3
6+ 6.4 12.8 9.6
Total (%) 100 100 100

Occupational Group
Higher white—collar worker 4.0 24.8 46.8
Lower white-collar worker 16.4 27.6 30.6
Manual worker 79.6 47.6 22.6
Total (%) 100 100 100

Nobservations 21 176 7 357 1 279
Note: Authors’ own calculations based on Finnish registry data set (years 2004–2013) not publicly available.

member of the European Union, Russian migrants fall
under the system of work permits—they are allowed
to enter to Finland only if they have already conclud-
ed an employment contract with the employer from the
host country. The migration policy limits the entry of
low-skilled non-EU workers and aims to select middle
and high-skilled workers for new and innovative indus-
tries. Migrants from Estonia do not face such restrictions
and hence, lower-income groups seeking a way out of
poverty are strongly over-represented among migrants.

As it was revealed in the literature review, migrants
are sorted into niche industries due to space and infor-
mational limitations (Figure 1). However, they are placed
into industries unevenly and some ethnic group mem-
bers cluster in particular industries. The industrial distri-
bution of Estonians and Russians is similar; the majori-
ty of members (42% of Estonians and 37% of Russians)
of both ethnic groups are presented in health care and
social work industries. Swedes are also presented in
this industry (44%) but are mainly employed in educa-
tional and public activities. The second largest indus-
try for Estonian employees is the construction sector,
where 36% of Estonians are employed. Such uneven
industrial distribution strongly depends on the gender
structure of the sample as there are historical gender

differences and separation of the industries in terms
of gender. As it is presented in the Supplementary File
(Figure A1), the majority of females (67% for Estonian
females, 47% for Russian females and 57% of Swedish
females) for 3 ethnic groups are employed in 8th indus-
try which includes health, social work and education-
al sub-industries. Based on a more detailed classifica-
tion of industries, Russian and Estonian females are
concentrated in social health care, whereas Swedish
females are employedmostly in the educational industry.
Estonian (68%) and Russian (33%) males are employed
mostly in the construction industry, which is migrant-
intensive especially for males, whereas Swedish males
(37%) together with females are presented in educa-
tion, health and social work activities. Overall, the pat-
tern of industrial ethnic distribution of Estonians and
Russians is similar—the majority of both ethnic groups
are employed in industries of the secondary sector most-
ly, while Swedes are presented in industries of the prima-
ry sector.

The pattern of workplace segregation levels is also
different across ethnic groups as well as industrial eth-
nic distribution. As presented in Figure 2, on average,
Estonians have 48% of other migrants as co-workers.
This finding is explained by the high concentration of
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Figure 1.Distribution of ethnic groups (as a share of employed ethnic groupmembers in a particular industry from the total
number of employed ethnic group members) across industries in 2013. The aggregated industrial classification based on
TOL 2008: (1) Manufacturing; (2) Mining and quarrying; (3) Electricity, gas, steam, air and water supply; (4) Construction,
transportation and storage; (5) Accommodation, food and informational service; (6) Financial, insurance and real estate
activities; (7) Administrative and support service activities; (8) Public administration, education, health and social work
activities; (9) Other service activities (production for own use, repair of computers and household goods, activities in
membership organisations). Source: Authors’ own calculation based on Finnish registry data set (year 2013) not pub-
licly available.
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Figure 2. The average share of migrants as co-workers across ethnic groups (total, for males and females) in 2013. Source:
Authors’ own calculation based on Finnish registry data set (year 2013) not publicly available.
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Estonians in the construction industry, hence, being
employed as a construction worker means having more
ethnic co-workers in the same establishment. As dis-
cussed above, Swedes are employed in the primary
sector (in education and public services) and, thus, have
significantly lower shares of ethnic co-workers (24% of
ethnic co-workers on average). Immigrants of Russian ori-
gin are employed in the migrant-intensive construction
industry as well as the health and social care industry,
but they have low shares of migrants as co-workers in
the workplace. On average, 35% of the total employees
are ethnic co-workers for Russian migrants.

3.2. Measure of Niching and Segregation

For a simultaneous estimation of industrial niching and
workplace segregation, we need a measure that is appli-
cable for both. Following Wright et al. (2010), we use
a workplace location quotient (WLQ) as the measure-
ment of workplace segregation, calculated following
Equation 1:

WLQ =
(Mwt | Twt)
(Mt | Tt)

(1)

Specifications follow:

• WLQ is the workplace location quotient index;
w refers to the workplace where migrant lives in
year t

• Mwt is the number of migrant workers in work-
place w in year t

• Twt is the total number of workers in workplace w
in year t

• Mt is the total number ofmigrants workers in HMA
in year t

• Tt is the total number of workers in HMA in year t

The unit of measurement for workplace segregation is
an establishment or a unit of a company/employer that
is located at a concrete address. The offices or depart-
ments of the company that are located at different
addresses are considered as different establishments.
We set the minimum number of two employees for
the workplace to be included in our analysis. We calcu-
late WLQ based on Equation 1 annually for the period
2004–2013. We apply the threshold proposed by Wright
et al. (2010) to define whether an establishment is over-
represented or underrepresented by migrants. If the
share of migrants in the particular establishment is 50%
higher than the average share of migrants in all estab-
lishments located in the HMA, we identify the estab-
lishment as migrant-intensive. Otherwise, if WLQ is less
than 1, migrants are underrepresented in this establish-
ment. All workers employed in the same establishment
are assigned the same value of the WLQ index.

For industrial niching we use the niche quotient (NQ),
which is calculated using Equation 2:

NQ =
􏿴Mjt | Ojt􏿷

􏿴Mt | Tt􏿷
(2)

Specifications follow:

• NQ is the niche quotient index; sub-index j refers
to the industry and sub-index t refers to the year

• Mjt is the number of migrant workers in industry j
in year t

• Ojt is the total number of workers in industry j in
year t

• Mt is the total number of migrant workers in HMA
in year t

• Tt is the total number of workers in year t

We follow Wang and Pandit (2007) and apply the 4-digit
level of classification of industry. The calculations for
industrial niching are similar to workplace segregation
calculations. As with workplace segregation, we use 1.5
threshold level to define sectors where migrants are
overrepresented (niched industry) or underrepresent-
ed. We assign the same value of industrial niching to
migrants working in this industry, focusing on niched or
non-niched industries (Wright et al., 2010).

3.3. Model for Studying the Overlap between Niching
and Segregation

We estimate the system of two generalised structural
equation models (GSEM) with two endogenous dum-
my dependent variables (working in the niched or
non-niched industry and working in a segregated or
non-segregated workplace) to find answers to our main
research questions. The equations are fitted to the panel
data with an annual clocking of time, covering the work
history of migrants between 2004 and 2013. We model
Equations 3 and 4 jointly, and the generalised form of the
structural equation model is as follows:

⎧⎪⎪⎨
⎪⎪⎩

WSit = 𝛽1tXit + u1

INit = 𝛽2tXit + u2

(3)

(4)

Specifications follow:

• WSit is a dependent variable of workplace segrega-
tion defining whether the individual i is employed
in a segregated workplace or not in year t

• INit is a dependent variable of industrial niching
defining whether the individual i is employed in
niched industry or not in year t

• Xit is the vector of independent variableswith asso-
ciated coefficients 𝛽1t for workplace segregation
and 𝛽2t for industrial niching respectively
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• u1 and u2 are bivariate normally distributed errors
for workplace segregation and industrial niching
equation respectively

Rho is the coefficient of overlap between Equations 3
and 4.

For the Equation 3, the dependent variable mea-
sures whether a given migrant works in a workplace
where immigrants are either overrepresented (segregat-
ed workplace, coded as 1) or underrepresented (coded
as 0). For Equation 4, the dependent variable measures
whether a given migrant works in an industry where
immigrants are overrepresented (niched industry, coded
as 1) or underrepresented (coded as 0).

Our main interest relates to the coefficient of over-
lap between working in a niche industry and working in
a segregatedworkplace. In GSEM, it is presented as aRho
coefficient that detects an interaction between residu-
al covariance structures of the two equations. The Rho
coefficient varies from −1 to 1. The Rho values between
−1 and 0 refer to the negative residual covariance in
the two equations, meaning that workplace segregation
and industrial niching demonstrate reverse overlapping
or interdependency—the increase in one process is asso-
ciated with the decrease in the other and vice versa.
The Rho values between 0 and 1 refer to the positive
residual covariance in the two equations, meaning that
workplace segregation and industrial niching are posi-
tively inter-related to each other. In other words, posi-
tive and significant values of the coefficient indicate an
overlap between working in a niche sector and working
in a segregated workplace.

For both GSEM equations, we include a set of rele-
vant covariates. The first set of variables relate to the
socio-demographic characteristics of migrants, including
country of origin, age, gender and occupational status
(higher white-collar, lower white-collar andmanual work-
ers). The following classification of occupations was used.
Senior officials and upper management in research, plan-
ning, education and training and other activities were
identified as the highestwhite-collar employees. The low-
er level of white-collar employment is represented by
supervisors, clerical and sales workers in independent
and routinework as well as in other activities.We classify
workers in manufacturing and other production-related
workers in agriculture, forestry and fishing, as well as

distribution and service workers as manual work. We
used occupational classification as a proxy for skills level
assuming that the highest level of skills is associated with
high white-collar jobs and the lowest for manual workers.
We propose that employees of lower white-collar jobs
represent the middle-skills level.

The second set of variables relates to migrant inte-
gration, including years of stay in the HMA, type of the
neighbourhood (whether it is migrant-intensive or not; if
the share of migrants in the particular neighbourhood is
greater by 50% than the average share of migrants in the
HMA, then this neighbourhood is identified as migrant-
intensive), family status (single, married or in a regis-
tered partnership with native, married or in a registered
partnership with migrant, divorced, widow) and host
country education (whether the individual has obtained
any level of education in Finland or not). To control for
reverse causality, we lag the family status and residential
neighbourhood variables by 1 year compared to the two
dependent variables. Finally, we split the GSEM model
and run it separately for each origin country group, gen-
der, family status and occupational groups as a proxy for
skills level.

4. Main Findings

There are important differences in workplace segrega-
tion and industrial niching between migrants from dif-
ferent origin countries. Applying a threshold level of 1.5
implies that all migrant groups are working in niched
and segregated workplaces, with levels of segregation
being higher than levels of niching. 73% of migrants from
Sweden are employed in segregated establishment and
42%of themare employed in the niched industry. Among
Estonians, the respective figures are 87% and 68%, and
for Russians 77%and45% (Table 2). The share ofmigrants
among co-workers is 48% for Estonians, 38% for Russians
and 24% for Swedes. Estonians are highly concentrated
in the construction sector, where the share of migrant
workers is high. Both Estonian and Russian workers are
clustered in health care and social work, where the share
of migrant workers is high, too. There is a strong gender
dimension in industrial niching for both Estonians and
Russians, as men are clustered in the construction sector
and women in health care and social work. Gender dif-
ferences in workplace segregation are not particular for

Table 2.Workplace segregation and industrial niching by country of origin.

Estonians Russians Swedes

Workplace type Segregated 87.3 77.8 73.0
Non-segregated 12.7 22.2 27.0
Total (%) 100 100 100

Industry type Niched 68.5 45.2 42.3
Non-Niched 31.5 54.8 57.7
Total (%) 100 100 100

Note: own calculations based on Finnish registry data set (years 2004–2013) not publicly available.
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Russians, while Estonianmen are found inmore segregat-
ed workplaces compared to Estonian women. Migrants
from Sweden aremainly working in education and public
services where the share of migrants is low.

Next, we will explicitly address our three research
questions. Our first two research questions asked what
the overlap between workplace segregation and indus-
trial niching is, and how it varies over groups originating
from Estonia, Russia and Sweden. The GSEM yields a sig-
nificant and positive Rho coefficient close to 1, referring
to a strong overlap between workplace segregation and
industrial niching for all migrant origin groups (Table A1
in the Supplementary File). The overlap is the strongest
for Estonian migrants (0.83), and lower and very simi-
lar for migrants who originate from Russia (0.68) and
Sweden (0.69).

The results by socio-demographic variables are as
follows. Estonians more likely work in a segregat-
ed workplace compared to migrants from Russia and
Sweden, while differences in industrial niching are
smaller between origin groups. Workplace segregation
increases by age while there are no age differences
in industrial niching. With the exception of Russian
migrants, women are less likely to work in segregat-
ed workplaces and niched industries compared to men.
Manual workers are working in the most segregated
workplaces and the most niched industries. All vari-
ables measuring immigrant integration—living longer in
Finland, having a Finnish partner, living in a less segre-
gated neighbourhood, and having obtained education
in Finland—yield negative associations both with work-
place segregation and industrial niching.

Our third research question asked what the overlap
betweenworkplace segregation and industrial niching by
gender, family status and occupation is as a proxy for
skills level. We find that the overlap between industrial
niching and workplace segregation is stronger for wom-
en than for men (Table 3). Migrants living with a Finnish
partner have a weaker overlap between industrial nich-
ing and workplace segregation both compared to singles
and migrants living with a migrant partner. Finally, the
overlap between industrial niching and workplace segre-
gation weakens with rising skills level.

5. Discussion and Conclusions

Two separate strands of research deal with industrial
niching and workplace segregation. In this article, a first

attempt was made to connect these two dimensions of
immigrant labour market outcomes by jointly estimating
the overlap between workplace segregation and indus-
trial niching.

Based on a study of Estonian, Swedish and
Russian migrants in Finland, and controlling for socio-
demographic characteristics of migrants and measures
of integration, we find a strong and positive overlap
between workplace segregation and industrial niching.
This implies that there are common forces that push
migrants into employment in a particular industry and/or
workplace. The main explanatory idea behind positive
and strong interdependence between the level of work-
place segregation and industrial niching relies on social
networks that operate heavily in job search and hiring
processes that link migrants to certain workplaces and
industrial niches (Dustmann et al., 2016; Goel & Lang,
2019; McGuinness & Byrne, 2014).

In Finland, like in most European countries, immi-
gration policy is strongly based on labour market needs.
The sorting of migrant labour in certain industries
and workplaces may be, first, due to the shortage of
domestic labour in some sectors such as construction.
Furthermore, the free labour market of the European
Union makes it easier to attract workers from lower-
income member states. Hence, a high share of Estonian
construction workers moves to Finland seeking high-
er wages (Anniste & Tammaru, 2014). Second, niched
and segregated workplaces may emerge because of the
mushrooming of ethnic businesses in some sectors such
as ethnic restaurants (Lee, 2019) or due to a hiring
process that is based on co-ethnic networks and rely
on co-ethnic residential pools. Both mechanisms tend
to contribute to the niching of immigrants into certain
industries as well as into certain workplace establish-
ments (Strömgren et al., 2014). In other words, industrial
niching in cities is inherently spatial; immigrant workers
tend to concentrate not only into certain jobs and indus-
tries but also into certain workplaces located in certain
residential areas within the city (Wright et al., 2010).

We find that the level of interdependence between
workplace segregation and industrial niching varies for
gender and skills level as well as across ethnic groups.
In earlier studies (Joassart-Marcelli, 2014; McLafferty &
Preston, 2019), it was found that employment profiles
for males and females are different. Following the pre-
vious explanations (Lindenlaub & Prummer, 2016) that
females and males use different resources in the job

Table 3. GSEM estimates by gender, family status and occupation.

Gender Family status Occupation

Migrant Finnish Manual Lower Higher
Female Male Single partner partner worker white-collar white-collar

Overlap (Rho) .84*** .67*** .78*** .78*** .62*** .83*** .66*** .48***
Notes: *significant at 10%; ** significant at 5%; *** significant at 1%. Source: Authors’ own calculations based on Finnish registry data
set (years 2004–2013) not publicly available.
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searching process, in the context of the Helsinki labour
market, we revealed that females tend to funnel in seg-
regated and simultaneously niched positions more like-
ly than males. Gender variation in overlapping could be
explained by the occupational and, hence, skills level
division (Peetz & Murray, 2019; Wright & Ellis, 2000).
Females may take lower positions and not take high-
er work responsibilities on purpose as it allows them
to spend more time outside jobs. However, our find-
ings strongly depend on the context. As Wright and
Ellis (2000) suggested, gender differences are not uni-
versal and should be interpreted in the framework of
cross-cultural and interethnic background aswell as skills
level. Hence, we suspect that gender overlapping across
the same skills level and from the same ethnic group will
be smaller and men and women tend to work alongside
each other.

As previous research shows, low-skilled migrants
tend to be employed either in segregated workplaces
(Glitz, 2014) or in niched industries (Liu, 2011). Our
findings show that there is a stronger overlap between
niching and segregation among the low-skilled migrants
compared to high-skilled migrants. Across all skills
groups,manual workers have the highest likelihood to be
employed in a segregated workplace or niched industry.
This result holds for all ethnic groups, i.e., it is not relat-
ed to coming from a less affluent or more affluent coun-
try of origin, or from within the European Union with lit-
tle formal restrictions on labour mobility or from a third
country with much stricter recruitment rules.

However, variations between migrant countries of
origin are more important. The degree of overlap is
the highest for Estonian migrants, with little difference
between Sweden and Russia. Estonia and Sweden are lin-
guistically and culturally very similar countries to Finland.
Immigrants originally from Estonia and Sweden benefit
from the EU free labour market movement and have
many opportunities of employment in Finland. Dissimilar
to Estonia, the wealth level in Sweden is comparative-
ly higher than in Finland. Our results revealed that the
overlapping coefficient is significantly larger for Estonian
immigrants than for Swedes. We hypothesise that this is
due to thewealth gap between home and host countries:
Coming from a less affluent country, immigrants are will-
ing to take second jobs as they often compare wages in
home and host countries.

The Russian language is more distant from Finnish
compared to Estonian and Swedish, and the wealth lev-
el in Russia is lower than in Finland. In this context, one
could expect the strongest overlap between niching and
segregation for Russians due to cultural diversity (Ely
& Thomas, 2001). However, our findings are not in line
with those expectations. This implies that explanations
other than linguistic-cultural similarity and countries’
wealth levels are needed to understand migrant sorting
into industrial niches andworkplace establishments, and
immigration policymay be a crucial factor. The barrier for
getting permission to enter Finland is high for Russian

migrants, who must have a pre-signed work contract.
This requirement aims to hire middle or highly-skilled
workers, among which the overlap between industrial
niching and workplace segregation is not so high. Hence,
skills-selection produced by migration policy leads to
lower levels of both industrial niching and segregation
in the workplace establishments.

While skill-selection may be an important factor
explaining a lower overlap between niching and segre-
gation among Russian migrants, both cultural similarity
and coming from a high-income context may explain the
lower isolation of Swedes on the Finnish labour market
compared to Estonians. In short, Swedes have a long and
successful history of immigration to Finland that makes
it easy to for Finnish employers to recognise their pre-
vious work experience and level of education and later
hire them (Ansala et al., 2020). Since both Estonians and
Swedes are linguistically close to Finns but experience
very different outcomes in the Swedish labour market,
coming from awealthy countrymay also be related to dif-
ferent expectations andmotivations. Swedish low-skilled
workers are not motivated by the Finnish wage levels,
unlike the low-skilled workers from Estonia. However, for
high-skilled sectors, Swedish and Finnish wages could
converge (Trading Economics, 2018), which makes sense
for high-skilled Swedes to enter the Finnish labour mar-
ket. Likewise, motives other than wage levels, such as
career opportunities, may compensate the lower salary
levels. Hence, the ethnic differences in the degree of
overlap between workplace segregation and industrial
niching stem from a complex relationship between lin-
guistic and cultural factors, origin country context and
immigration policy, with a high degree of cultural integra-
tion (Estonian migrants) not necessarily related to high
levels of labour market integration.

These findings have strong policy implications.
Notably, cultural differences may be of less importance
than assumed. Rather, skill selection policies help to
reduce migrant isolation in the labour market since the
degree of overlap between industrial niching and work-
places segregation does not differ between Russian and
Swedish migrants in Finland. Second, because of the
overlap, labourmarket policies and employer hiring prac-
tices aiming at reducing one dimension of labour market
inclusion (e.g., reducing workplace segregation) would
also reduce the other dimension (industrial niching).
However, since the overlap between industrial niching
and workplace segregation is not perfect, policies and
hiring practices aiming at both dimensions are most
effective. Hence, a combined sector-employer-based pol-
icy may reduce the isolation of migrants in host country
labour markets, as the case of Russian migrants in the
Finnish labour market shows.
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