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Abstract

This paper tests whether social capital can explain differences in labor market success
between ethnic majority and minority members. To overcome problems of reverse
causality—labor market success is not only the result of social capital, but also leads to
better networks—the focus is on adolescents who enter the labor market. Data from the
‘Children of Immigrants Longitudinal Survey’ are used (N=2574) and matched to
register data from Statistics Netherlands. Hypotheses are tested with structural equation
models and a longitudinal approach. Two different mechanisms are tested: the capital
deficit and the return deficit. Ethnic majority and minority members do not differ in social
capital, thus refuting the capital deficit hypothesis. However, for majority members, the
upper reachability of their social capital negatively affects chances of unemployment and
positively affects chances of having a permanent contract. For minority members, no
such effects were observed, indicating that the same level of social capital that benefits
majorities, does not benefit minorities. More research into the return deficit minority
members face is needed.
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1 Introduction

In Europe, second-generation immigrants with origins in the Global South! occupy a
disadvantaged position when entering the labor market. During the peak of the economic
crisis in 2014, their youth unemployment rate was 1.5 times higher than the youth
unemployment rate among those who were native-born and whose parents were also
native-born (Eurostat, 2016a). Furthermore, (young) ethnic minorities are more likely to
have a temporary contract or work part-time (Eurostat, 2016b) and they less often occupy
professional and managerial jobs in several European countries (Heath et al., 2008).
Differences in early labor market success are particularly influential since such differences
may lead to cumulative disadvantages (Arulampalam et al., 2001; Gregg, 2001; Petersen
et al., 2011). A lack of early labor market success among minority members may thus
disproportionately affect their careers. Previous research has found that this is especially
the case for early-career unemployment. Experiencing unemployment early on may have a
scarring effect on someone’s career (Arulampalam et al., 2001; Gregg, 2001).

The relevance of one’s social network in explaining ethnic differentials in initial
labor market success has been underlined in previous research (Verhaeghe et al., 2015).
Members of an individual’s social network have resources that they can employ on behalf
of said individual (Vélker & Flap, 1999). According to the 1996 Eurobarometer, 38% of
the unemployed search for a job through family and 63% search for a job through friends
(Gallie, 1997). Holzer (1987) found that 85% of the unemployed youth in the United States
asked friends or relatives about possible job openings. Pellizzari (2010) showed that 15% of
the employed workers in the United States found their current job via personal contacts; the
average in fourteen European countries is around 20%. Furthermore, in several countries,
there is a positive relationship between knowing people in prestigious occupations and
labor market success (Behtoui, 2007; Li et al., 2008; Volker & Flap, 1999). Verhaeghe
et al. (2015) show ethnic inequalities in social capital in Belgium, which they can attribute
mostly to class differences between minorities and majorities.

Relatively little is known about the role of networks in explaining ethnic differences
in labor market outcomes, and what is known, is potentially confounded. As labor market
success in turn leads to larger and better networks (Mouw, 2003), problems of reverse
causality occur when analyzing associations between social capital and labor market
outcomes. By focusing on youths of the same grade cohort, at the start of their labor market
careers, we can overcome this issue.

In this paper, we will therefore study whether differences in social capital between
majority and minority members can explain early labor market inequalities in the
Netherlands. Our aim is threefold. One, we want to establish whether such ethnic
inequalities in the social capital of young people exist in the Netherlands. Second, we
investigate whether the social capital of adolescents themselves affects early labor market
success after controlling for the socioeconomic background of their parents. Third, we
wish to establish whether ethnic minority youth in the Netherlands face a lack of access
to social capital, or rather lower returns on their existing social capital (Song & Lin, 2009;
Pedulla & Pager, 2019).

! In this study we follow a classification by Statistics Netherlands (2022). To enhance simplicity and con-
sistency, first, one-and-a-half, and second-generation immigrants with origins in the Global South will be
described by the term ‘ethnic minority members’ throughout the article. Other groups are described by the
term ‘ethnic majority members’.
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Since social capital has many definitions and conceptualizations (Van Tubergen & Volker,
2015), it is necessary to clarify our understanding of adolescent social capital in this paper.
We follow previous research which focused on the socio-economic resources that are embed-
ded in people’s network that can be accessed and mobilized (Lin, 2001). Social capital thus
consists of (1) the people an individual knows; (2) the resources they possess; and (3) their
willingness and opportunities to employ these resources for said individual (Pedulla & Pager,
2019). The resourcefulness of one’s network is a combination of the three components (Van
Tubergen & Volker, 2015). Like other forms of capital (e.g., human capital), social capital
can be seen as a resource that can be used to gain returns in instrumental actions such as
finding a job (Lin, 1999a). Ethnic differences in either the available resources of their social
network members, or the willingness of their network members to employ these resources for
said minorities, can thus result in ethnic differences in labor market success.

Evidence for a lower level of social capital among minority members has been found in
several countries such as Sweden (Behtoui, 2007), the United Kingdom (Li et al., 2008),
and the United States (McDonald, 2011). In the Netherlands Van Tubergen and Volker
(2015) found evidence for it among people with a Moroccan immigration background,
but not among people with a Turkish immigration background. Verhaeghe et al. (2015)
observed that ethnic differentials in social capital can be explained by social class origins
in Belgium. Moreover, Behtoui (2007) and McDonald (2011) found that differences in
social capital between minority and majority members can partially explain differences in
labor market success. Lancee (2010, 2012) showed that contacts with native backgrounds,
lead to improved labor market outcomes for ethnic minorities in the Netherlands and Ger-
many. Few studies have addressed ethnic differentials in the returns to social capital in
Europe. However, Lancee (2016) showed that job changes were more beneficial for higher
educated immigrants with more native German friends, indicating that they receive at least
some returns on their social capital. Our research question thus reads:

Can ethnic differences in social capital explain differences in early labor market
success of majority and minority members in the Netherlands?

Next to our three aims, the current study improves upon previous work by using novel
and multiple measures of the social capital of adolescents themselves, which allows us
to study different dimensions of social capital simultaneously. We will test whether the
social networks of minority and majority members differ in the number of connections to
prestigious individuals, the diversity of their relations, and the extensity or range of their
resources- together the quality of their social capital; and whether they receive different
levels of support from their social networks—the accessibility and returns part of their
social capital.

Previous research has offered several explanations for differences in labor market
success between minority and majority members that we will not address explicitly in this
paper. We will, however, control for the, on average, lower human and cultural capital of
minorities (Aschaffenburg & Maas, 1997; Corak, 2013; Oaxaca & Ransom, 1994; Van
Ours & Veenman, 2004), as well as for the socio-economic background of the parents
(Boudon, 1974; Breen & Jonsson, 2005; Van Ours & Veenman, 2003). Lastly, labor
market discrimination of minorities may also be detrimental to their labor market success
(Blommaert et al., 2013; Heath et al., 2008; Reimers, 1983). In the current paper, we cannot
control for this latter explanation, but we argue that this should be observed in lower levels
of success per se, not in the effect of social capital on early labor market success.

We will be using data from the ‘Children of Immigrants Longitudinal Survey in Four
European Countries’ (CILS4EU) (Kalter et al., 2016a, 2016b, 2016c), and the ‘Children of
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Hypothesis 1: The capital deficit

Minority - Social capital = 7Y Unemployment

/

Hypothesis 2: The return deficit

Fig.1 Schematic overview of the capital and return deficit

Immigrants Longitudinal Survey in the Netherlands’ (CILSNL) (Jaspers & Van Tubergen,
2014, 2015, 2016, 2017), which is the Dutch continuation of the CILS4EU project. The
CILS data is especially suitable for the current study because it focuses on youth from a
school grade cohort and includes multiple measurements of social capital. Furthermore,
minorities are oversampled in the panel data, increasing the number of minority members
in our study. Respondents were followed from adolescence to early adulthood and matched
to labor market information from Statistics Netherlands. Studying the effect of social capital
on early labor market success is a particularly useful endeavor because possible confounding
factors, such as human capital attained during employment, can -partially- be excluded.

2 Theory

The theory section will be structured as follows. First, the role of social capital in the labor
market is discussed. Second, we will discuss possible explanations for why minority mem-
bers may have lower quantity and/or quality social capital than majority members, referred
to as the capital deficit (Lin, 2000). Third, arguments about differences in accessibility of
social capital between minority and majority members are considered, which is labeled the
return deficit (Lin, 2000). Figure 1 gives a schematic overview of the two deficits.

2.1 Social Capital and Labor Market Success

It has been argued that social capital may be useful in the labor market for both minorities
and majorities. Lin (1999b) proposes four mechanisms through which social capital influ-
ences labor market outcomes. Firstly, social contacts may provide access to labor market
information, such as jobs, and being better informed about job-openings may subsequently
lead to additional opportunities in the labor market (Granovetter, 1973). Secondly, social
contacts may influence others in their decision-making, a social contact may for instance
vouch for an individual during a hiring process (Marsden, 1994). Thirdly, the social capital
of an individual may be considered a resource in itself for an organization, therefore indi-
viduals with more social capital may be more desirable employees (Erickson, 2001). Lastly,
social contacts may provide emotional support, which may aid them in locating jobs and
buffers them from the stress of unemployment (Caspi et al., 1998). We will refrain from
arguing about this fourth explanation, as it is outside the scope of our paper.
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Previous research has criticized the assumption that just being connected to people in
higher socioeconomic positions is always most beneficial. Ruiter and De Graaf (2009)
argued that being connected to people in similar socioeconomic positions may be more
beneficial for an individual than being connected to people in higher socioeconomic posi-
tions. People in similar occupations may be able to provide more relevant information. A
carpenter may, for example, be more likely to receive useful information from a foreman
in construction than from a lawyer, even though the latter occupies a higher socioeconomic
position. For that reason, only focusing on connections with people in prestigious socio-
economic positions may be too simplistic.

Other research has argued that there are three dimensions of social capital (Behtoui,
2007; Song & Lin, 2009), namely: upper reachability, extensity, and range. Upper
reachability indicates the extent to which an individual has access to prestigious
occupations. Extensity estimates the quantity of one’s social capital. Finally, range reflects
the diversity of one’s social capital. Differentiating between these dimensions may help
in capturing the concept of social capital more accurately, as high scores on all three
dimensions carry unique advantages (Song & Lin, 2009).

2.2 The Capital Deficit

Previous research has investigated whether majority and minority members differ in the
amount of social capital they possess. These studies investigated whether the networks of
majority and minority members differ in size and resourcefulness, the first two components
of social capital (Lancee, 2016; Van Tubergen & Volker, 2015). Evidence for a social
capital deficit among minority members has been found in several countries (Behtoui,
2007; Li et al., 2008; McDonald, 2011; Van Tubergen & Volker, 2015).

A possible explanation for the observed capital deficit was given by Lin (2000).
People tend to have more contact with people who are similar to them than with people
who are dissimilar to them in key demographic characteristics (McPherson et al., 2001).
This phenomenon is also known as ‘homophily’. Homophily along ethnic and racial
lines may impede contact between majority and minority members. This homophily
principle may hinder the social capital of minorities because on average minorities
have lower socioeconomic status than majority members. Contact with people higher in
socioeconomic status may be more beneficial to one’s social capital than contact with
people lower in socioeconomic status. People higher in socioeconomic status may possess
more social resources (Lin et al., 1981), that could be employed for others. Homophily
along ethnic lines may then make it difficult for minorities to establish or maintain the
same quality of their networks as majority members.

It has previously been found that minority members have not only less prestigious, but
also smaller and less diverse social networks (Li et al., 2008; Marsden, 1987). Behtoui
(2007) argues that minority members are more likely to live in stigmatized neighborhoods
or work in inferior parts of the labor market. This may hinder their opportunities of meet-
ing different kinds of people, which in turn may impact network size and diversity. Parents
of minorities may also have less socioeconomic resources on average, while such parental
resources may also lead to social capital (Lai et al., 1998). Parental social capital might be
particularly important for young people’s early labor market success, when their own social
capital is still in its developmental stages.
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Based on the previous, we expect a social capital deficit among minority members
affecting their labor market outcomes. Therefore, the following hypothesis is proposed:

Hypothesis 1 Ethnic minority members have a social capital deficit compared to
majority members, and therefore they have less early labor market success.

2.3 The Return Deficit

While a capital deficit implies that members of different social groups differ in the
quantity or quality of social capital they possess, a return deficit implies that members
of different social groups may receive different returns on the same social capital. Thus,
majority and minority members who have networks similar in size and social resources
may still receive different returns. This is related to the third component of social
capital: differences in the willingness and opportunities of one’s contacts to employ
their resources for said individual (Van Tubergen & Volker, 2015). Scholars have stated
that such a deficit has only scarcely been tested (Lin, 2000; Pedulla & Pager, 2019).
Smith (2005) did, however, find evidence for a return deficit among African-Americans.
She found that poor, urban African-Americans were less likely to benefit from their
relations, not because they lacked social capital but because their social capital was less
likely to be mobilized for assistance.

The social capital of minority members may less often be mobilized because their
contacts are less often willing to provide help compared to the contacts of majority
members. Majority members may view other majority members as more competent,
and may for that reason prefer to provide network resources to them instead of minority
members (McDonald, 2011). The returns of belonging to a network of majority members
high in socioeconomic status may then be smaller for minority members than for majority
members. A related mechanism was discussed by Smith (2005), who argued that the
decision to provide job-finding assistance is dependent on both one’s own reputation
and the job seekers’ reputation. Recommending someone can potentially damage one’s
reputation. She found that poor urban African Americans had negative perceptions about
the work ethic and motivation of other poor urban African Americans. Due to those
perceptions, they were less willing to provide referrals to them because they did not want
to risk their reputation. Ethnic minorities in the Netherlands may reap fewer returns from
their social capital if similar processes operate for them. Alternatively, the perception
that employers are more hesitant to employ minorities may prevail among the contacts of
minorities, which prevents them from referring said minorities out of reluctance to offer
unappreciated suggestions (Lin, 2000). The perception that referring a minority is unlikely
to be valued may thus further hinder contacts from referring minorities.

There may also be a lack of opportunity among the contacts of minorities to
successfully provide help (Van Tubergen & Volker, 2015). Receiving a referral may be
less beneficial to minority members than to majority members if employers discriminate
against minorities after referrals, and for that reason, less often hire them (Heath et al.,
2008). Employers could thus respond differently to minority members than to majority
members, even if they have equal amounts of social capital. Mobilizing social capital
would be more beneficial for majority members, than for minority members. Holzer
(1987) further argued that employers may have more confidence in the referrals that
currently employed majority members give compared to referrals that currently
employed minority members give. Due to homophily, the networks of minorities may to
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a large extent consist of other minorities. They may, therefore, mainly receive referrals
from other minorities who have fewer opportunities to successfully provide help.
Mobilization of an employed individual from the same ethnic group may, in that case,
be more beneficial for majority members than for minority members.

Based on the previous arguments, the following hypothesis concerning the return
deficit is proposed:

Hypothesis 2 The returns to social capital are lower for minority members than for
majority members, and therefore they have less early labor market success.

3 Data and Method
3.1 Data

The role of social capital in the early-career labor market success of minority and majority
members is studied with panel data from the CILSNL and CILS4EU projects, and register
data from Statistics Netherlands. The CILSNL project is the Dutch continuation of the
CILS4EU project. The CILS4EU panel was requested to participate in CILSNL as well.
The CILS4EU project consisted of three waves and was collected between 2010 and 2013.
Respondents were approximately 14 years old in the first wave. The CILSNL project
consisted of four additional waves and was collected between 2013 and 2017. In the latest
wave of data collection, respondents were approximately 21 years old. After merging all
the waves of panel data, they were linked to register data from Statistics Netherlands.

The initial sample of the CILS4EU project was drawn via a three-stage sampling design
where individuals were selected within schools and school classes. Schools were selected
with probability proportionally to size. Furthermore, schools with larger proportions of
immigrants were more likely to be selected to acquire data about a large enough number
of students with an immigration background. These schools are typically located in more
urban areas, within somewhat lower socio-economic neighborhoods, which means that the
study is selective in these respects. Schools that refused to participate were replaced by
schools with similar characteristics, resulting in a response rate of 91.7% at the school level.
After schools had agreed to participate, two school classes were randomly selected for
participation. The response rate at the class level was 94.5%. Within these school classes,
91.1% of the students participated. The sampling procedure aimed to enable inferences for
Dutch adolescents of one cohort of students from the same grade in secondary education
(CILS4EU, 2016). However, given the complex sampling and replacement strategy of the
panel, the data cannot and should not be interpreted as representative for the entire Dutch
population of 14 years old adolescents. It is possible though, to identify mechanisms for
this cohort.

In the current study, the CILS4EU data provide information about social capital,
immigration background, occupational status of parents, age, gender, and enable clustering
observations within schools. The CILSNL data contain additional measures of social
capital. Lastly, the register data provide information about early-career labor market
success, such as unemployment spells and precariousness of jobs, and level of education.
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3.1.1 Selection

In total, 7,331 participated in any of the CILS4EU waves. Part of the respondents were
excluded from the analysis because they could not be asked for permission to link their
panel data to register data (N=2.669) as they had already dropped from the panel prior
to the linkages were made, did not give permission or could not be linked to the panel
data (N=158), or had missing data on a clustering variable (N=17). In addition, 1,913
respondents were left out of the analysis because they were still studying at the latest wave
of available register data (December 2019). For that reason, their early-career labor market
success could not be studied. The final sample consists of 2574 respondents, of which 498
respondents with a minority background.

Due to the selection of cases, a relatively large share of the initial panel was excluded
from the analysis. This has resulted in a loss of statistical power and may have caused bias.
Bias patterns were investigated through a logistic regression analysis (see Appendix 1).
The analysis showed that male respondents and respondents with a minority background
were more likely to attrite. This also held for respondents with a higher level of education
and respondents with parents in more socioeconomically prestigious occupations.

Bias might partially be countered by postponing the analysis until more respondents
finished studying. However, after the COVID-19 pandemic started in February 2020, youth
unemployment rose from 6.3 to 11.3% in August 2020 (Statistics Netherlands, 2021).
Additionally, the temporary emergency scheme for job retention that the government
implemented may have influenced who became unemployed. Therefore, comparing pre-
pandemic labor-market success with labor-market success after the pandemic started is
problematic. We believe that restricting our analysis to early-career labor-market success
before the COVID-19 crisis started is an apt solution.

3.2 Measures
3.2.1 Dependent Variable

The current study measures early labor market success through two dependent variables. The
first dependent variable is early-career unemployment. Respondents who received unemploy-
ment benefits or social assistance benefits in the first twelve months after finishing educa-
tion> were classified as unemployed (1=unemployed, 0=not unemployed). Respondents
who were not employed but did not receive benefits were classified as not unemployed to
exclude respondents who were voluntarily not working from the unemployed category. Simi-
larly, respondents who received disability benefits were classified as not-unemployed. The
second dependent variable is early career job-security. This is defined as a job with a perma-
nent contract for at least 32 h per week within eighteen months after graduating (1 =secure
Jjob, O=insecure job). The period of eighteen months was chosen because in the Netherlands,
employees are often offered a temporary contract in the first year of employment.

3.2.2 Independent Variables

The current study investigates differences between respondents with and without
an immigration background in the Global South (Dutch: non-western immigration

2 A robustness analysis in which a three month period was used yielded similar results (Appendix 3).
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background). Following the initial definition in the CILS4EU sample, persons who are
themselves, or have at least one parent, born in most countries in the Global South are
considered as having an immigration background in the Global South (CILS4EU, 2016).
According to Statistics Netherlands (2022), countries in the Global South are countries
in Africa, Latin America, Asia (excluding Indonesia and Japan), and Turkey. A dummy
variable was constructed based on this definition (1 =minority, 0=majority).

It has previously been argued that social capital has three dimensions: extensity, upper
reachability, and range (Li et al, 2008; Song & Lin, 2009). These dimensions have in the
past been studied using position generator measures. In a position generator, respondents
indicate whether they know people who meet particular characteristics (Lin & Dumin,
1986). Most studies have used lists of occupations differing in prestige. Respondents were
subsequently asked whether or not they knew someone in each of the occupations (e.g.,
Behtoui, 2007; Li et al., 2008; Van Tubergen & Volker, 2015). However, the age of the
respondents in the current study would make that approach problematic. The respondents
were followed from adolescence into early adulthood. During this period, the social world
of respondents may to a large extent consist of people who are not yet employed. A novel
approach was used because people who are not employed may also provide useful social
resources (Van der Gaag & Snijders, 2005). Multiple measures collected across all seven
waves were combined to construct two reflexive latent variables, namely, upper reachability
and range, and one observed variable related to network extensity. An overview of all the
items that were used to measure social capital can be found in Appendix 2.

Network extensity is about the size of one’s network. During wave four, respondents
indicated how many people they know with particular names and how many people they
know who live in particular cities, a so-called scale-up method for estimating network size
(McCormick et al., 2010). Seven response categories were used: 0, 1, 2-5, 6-10, 11-20,
21-50, and more than 50. Mean scores were computed based on the categories. Thereafter,
the mean scores were divided by the total number of people with a specific name in the
Netherlands or by the total number of people living in a particular city. Then, the number
was multiplied by the total population of the Netherlands. After that, the mean over the ten
scores was taken, and lastly, the natural logarithm was calculated.

Upper reachability was measured based on contact with people in prestigious social posi-
tions and the average level of education of one’s friends. In wave six, respondents indicated
how many people they know who are a lawyer, a professor, or own a villa. Again, seven
response categories were used: 0, 1, 2-5, 6-10, 11-20, 21-50, and more than 50. Mean
scores were computed based on the categories. During the last four waves, respondents were
asked about the highest level of education their three best friends attended or were currently
attending. Five categories were used (1 =lower secondary, 2=higher secondary, 3=Ilower
vocational, 4 =higher vocational, and 5 = university). Based on the level of education across
all friends and waves, a mean score was constructed. Thus, upper reachability was estimated
by three variables related to contact with people in prestigious social positions and one vari-
able related to the average level of education of one’s friends.

Lastly, range was measured based on contact with people with different immigration
backgrounds, having friends with different immigration backgrounds, and knowing people
at different levels of education. During the second wave, respondents were asked how often
they talked to people with a Dutch, Moroccan, Surinamese/Antillean, Turkish, or another
background. Five response categories were used (1 =never, 2=less often than monthly,
3 =once or several times a month, 4=once or several times a week, 5=every day). A mean
score was constructed based on the five backgrounds. In all waves, respondents were asked
about the background of their friends. They were asked whether they have friends with a
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Dutch, Moroccan, Surinamese/Antillean, Turkish, or another background. A dummy vari-
able was constructed (0=none or very few, 1=a few or more). After that, a measure for
friends’ diversity in each wave was constructed by summing the dummies (ranging from
0 to 5), which was used to construct a mean friend diversity score over all waves. The last
aspect of range is related to knowing people at different levels of education. In wave four,
respondents were asked how many people they know who attend vocational education,
applied university, and university. The variables were recoded into three dummy variables
(0=no one, 1 =one or more). After that, the three dummies were summed.

3.2.3 Control Variables

Several control variables are included in the analysis. First, we will control for the highest
attained level of education. The variable was recoded into six categories: lower secondary
education, higher secondary education, lower vocational education, higher vocational
education, applied university, and university. We will also control for the socioeconomic
background of respondents. In the first wave, respondents named the occupations of both
their parents. The occupation with the highest ISEI is included, which is a source of
ascribed social capital in itself (Vacchiano et al., 2021). Furthermore, a dummy variable
about the gender of respondents (0 =female, 1 =male), and a continuous variable about the
age of respondents are included.

3.3 Analytical Strategy

The sampling of CILS4EU was done at the school level. For that reason, we account for
school-level clustering through cluster robust-standard errors. The hypotheses are tested
using two sets of structural equation models with early-career unemployment and job
security as dependent variables. The use of register data allowed us to measure social
capital at an earlier time point than labor market success.® All control variables are included
in each model. Missing data are handled with full information maximum likelihood. A null
model is estimated to assess model fit improvement.

The first hypothesis is tested by investigating whether minorities have less extensity,
upper reachability, and range than majority members and whether the likelihood of
unemployment / job security is mediated by differences in their social capital. The
hypothesis can be confirmed if there is a significant indirect effect of immigration
background on the likelihood of unemployment / job security through the three
dimensions of social capital. The second hypothesis is tested by estimating the effect of
the three dimensions of social capital on the likelihood of unemployment / job security in
a separate model for majority and minority members. All parameters in the two models
are constrained to be equal except for the effect of extensity, upper reachability, and range
on the likelihood of unemployment / job security. The hypothesis can be confirmed if the
three dimensions of social capital decrease the likelihood of unemployment / increase the
likelihood of job security among majority members to a larger extent than among minority
members. This will be assessed using Wald tests.

3 Social capital was measured across all seven waves of data collection. Part of the respondents (N =737)
participated in a wave of data collection after entering the labor market.
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Table 1 Bivariate descriptive statistics (N=2574)

Majority members Minority members
(N=2076) (N=498)
Mean (%) SD Mean (%) SD
Dependent variables
Unemployed within 3 months 2.8% 6.8%
Unemployed within 12 months 5.0% 11.5%
Full time permanent contract 35.8% 25.3%
Independent variables
Social capital
Upper reachability® .0 .0 (.0)
Range® .0 1 .0)
Extensity 1.8 (1.0 23 (1.2)
Control variables
Education
Lower secondary 5.9% 12.1%
Higher secondary 8.9% 8.8%
Lower vocational 21.2% 25.9%
Higher vocational 30.7% 27.8%
Applied university 26.4% 20.7%
University 6.9% 4.6%
Parental ISEI 51.0 19.2 43.5 19.9
Age 23.6 7 23.8 8
Gender
Male 41.7% 39.0%
Female 58.3% 61.0%

Percentages, means, and standard deviations for all items

*Under scalar invariance, the mean of the latent variable is O in the first group (majority members), and a
free parameter in the second group

4 Results
4.1 Descriptive Statistics

Table 1 gives a bivariate overview of all descriptive statistics. Several aspects stand
out. Minority members more often (p= <.001) experience unemployment (11.5%) than
majority members (5.0%). Minority members are also less likely (p= <.001) to have
a secure job (25.3%) than majority members (35.8%). Furthermore, the two groups
differ in socioeconomic background. On average, majority members have a higher level
of education than minority members. The ISEI of the parents of majority members is
higher than the ISEI of the parents of minority members. Lastly, the share of men is
smaller among minority members than among the majority members.
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4.1.1 Confirmatory Factor Analysis

An overview of all the items that were used to measure social capital can be found in
Appendix 2. Two reflective latent variables were used to measure upper reachability and
range. The fit of the measurement model is mediocre* (RMSEA=0.073, CFI=0.815,
TLI=0.647, x*>=838.669, df=21, p= <.001).

4.1.2 Structural Equation Models

Two sets of three structural equation models are estimated to test our hypotheses. Tables 2
and 3 summarize the models with early-career unemployment and job security as depend-
ent variables respectively. Model O is used as the baseline model which is compared to
the other models. The measurement model is included in this model and the likelihood of
unemployment / job security is predicted by all independent and control variables. Immi-
gration background and the three dimensions of social capital do not significantly affect
the likelihood of unemployment / job security. A higher level of education decreases the
likelihood of being unemployed while age increases the likelihood. None of the control
variables had a significant effect on job security. The unemployment model explains
19% of the variance, but the fit of the model is mediocre (RMSEA =.064, CFI=.765,
TLI=.733). The job security model explains less variance (7.1%) and the fit is similar
(RMSEA =.064, CF1=.867, TLI=.737).

4.1.3 The Capital Deficit

The first hypothesis is tested in model 1. Model 1 builds on the baseline model by
adding immigration background as a predictor for upper reachability, range, and
extensity. Furthermore, an indirect effect of immigration background on the likelihood of
unemployment / job security through the three dimensions of social capital is included.
As opposed to hypothesis 1, minority members have higher levels of social capital than
majority members. They score higher on upper reachability, range, and extensity. The
p-value of the indirect effect of immigration background on unemployment through
extensity is below the threshold value, however, the effect is not in the expected direction.
This is also the case for the indirect effect of upper reachability. None of the indirect effects
on job security are significant. Thus, the first hypothesis is rejected.

Similar to the baseline model, higher levels of education decrease the likelihood of unem-
ployment, while age increases the likelihood. In contrast to the previous model, higher lev-
els of education increase the likelihood of job security. The model fit of the unemployment
model (RMSEA=.061, CFI=.840, TLI=.762) and the job security model (RMSEA =.060,
CFI=.843, TLI=.765) are both similar to the baseline models. The percentage of explained
variance is smaller, 16.8% in the unemployment model and 5.6% in the job security model.

4.1.4 The Return Deficit

The second model builds on the baseline model by estimating the effect of the three
dimensions of social capital in separate models for majority and minority members. In

4 However, items from different waves are used and response categories are diverse. The fit is well when
running separate confirmatory factor analyses for the two reflective latent variables (RMSEA <.01,
CFI> .95, and TLI> .95).
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line with the second hypothesis, upper reachability decreases the likelihood of unem-
ployment for majority members, while upper reachability does not significantly affect
the likelihood of unemployment among minority members. A one-sided Wald test shows
that the difference between the two groups is significant (Xz(l) =6.232, p=.006). On the
other hand, the other two dimensions of social capital (range and extensity) do not sig-
nificantly affect the likelihood of unemployment in both groups. The job security model
led to similar findings. While upper reachability does not have a significant main effect
for either of the groups, a one-sided Wald test shows that the effect of upper reachabil-
ity on unemployment does significantly differ between majority and minority members
(X2(1) =3.648, p=.032). Therefore, the second hypothesis can partially be confirmed.’

In accordance with the previous model, higher levels of education decrease the likeli-
hood of unemployment while age increases the likelihood. Similarly, education increased
the likelihood of job security. The fit of both the unemployment model (RMSEA =.061,
CFI=.886, TLI=0.815) and job security model (RMSEA =.060, CFI1=.887, TLI=.817)
are comparable to previous models. In the unemployment model, the explained variance
for majority members is comparatively high (22.9%) and comparatively small for minority
members (3.6%). Similarly, more variance is explained for majority members (7.2%) than
for minority members (5.4%) in the job security model.

5 Discussion

In Europe, minority members occupy a disadvantaged labor market position (Eurostat,
2016a, 2016b; Heath et al., 2008). Several explanations for this disadvantage among
minorities have been proposed, such as a lack of human or cultural capital (Aschaffenburg
& Maas, 1997, Corak, 2013; Oaxaca & Ransom, 1994; Van Ours & Veenman, 2004), a
lower socioeconomic background (Boudon, 1974; Breen & Jonsson, 2005; Van Ours &
Veenman, 2003), and discrimination in the labor market (Blommaert et al., 2013; Heath
et al., 2008; Reimers, 1983). The current study investigated whether social capital can
explain differences in early-career labor market success between minority and majority
members. Two mechanisms were studied: the capital deficit and the return deficit.

Partial evidence for the return deficit was found. Knowing people in prestigious social
positions decreased the likelihood of early-career unemployment and increased the
likelihood of early-career job security for majority members but not for minority members.
So having high status others in the network is only beneficial to majority members. A
larger or more diverse network did not affect majority and minority members differently.
The current findings are important in the understanding of the role of social capital in the
labor market. Although previous research has theorized about the return deficit, evidence
has been lacking so far, as Lin already suggested in 2000 and as has recently been repeated
by Pedulla and Pager (2019). The existence of a return deficit would have significant
implications. Extending the social network of minorities through, for example, social
mixing (Bolt et al., 2010) may be an ineffective measure when minorities are not able to
reap the returns. The present study does not differentiate between the different mechanisms
that could explain the observed effect, which future research should aim to understand.
Furthermore, we were unable to account for the possibility that (part of) the social capital

3 A non-significant main effect but a significant Wald test was also found in a robustness analysis (Appen-
dix 4) in which observations were clustered in NUTS 3 regions instead of schools (Xz(l) =3.648, p=.024).

@ Springer



68 |. Baalbergen, E. Jaspers

reported by minorities is located in a different country, which would make resources less
valuable on the Dutch labor market. Future studies are encouraged to disentangle this.

Contrary to previous studies, minority members were found to have higher levels of social
capital than majority members on our novel measures. In the Netherlands, one previous study
also did not find differences between majority and minority members (Van Tubergen &
Volker, 2015). Studies in other countries found higher levels of social capital among majority
members (Behtoui, 2007; Li et al., 2008; McDonald, 2011). However, a recent study look-
ing at students’ social capital did not observe a consistent capital deficit for minorities either
(Nygérd & Behtoui, 2020). Perhaps differences in access to social capital develop later in life,
potentially due to minorities’ lower career success and segregated personal lives, and are less
apparent in young people’s social capital. These findings do not support the notion of a capi-
tal deficit among minority members, suggesting that a lack of social capital among minority
members does not explain labor market inequalities.

The current study builds on previous research by investigating the relationship between
social capital and labor market success in a more robust way. We studied early-career success,
which reduces the confounding effect of attained skills and social capital during employment
(Arulampalam et al., 2001; Gregg, 2001). The role of social capital may have been overesti-
mated in previous studies that looked into the effect of social capital on labor market success at
later career stages. Furthermore, a longitudinal method was employed. Social capital was meas-
ured at an earlier time point than labor market success for most respondents. This approach
reduces the possibility of reverse causality, as social capital may lead to labor market success,
but the reverse may also be true (Mouw, 2006). Moreover, we investigated the role of three
previously suggested dimensions of social capital on labor market success (Song & Lin, 2009).

Nevertheless, the results of the current study need to be treated with caution. The operation-
alization of the three dimensions of social capital is a novelty, with which we aimed to capture
the composition of the social capital of young adults better than with standard measures and posi-
tion generators that are typically tailored to adults. However, more research is needed to validate
a measure of social capital among youths. The model fit statistics of the current operationaliza-
tion are suboptimal. Collecting additional data aimed at measuring the three dimensions of social
capital may help in constructing a more reliable measure. Alternative operationalizations may
also strengthen the finding that minority members score higher on the three dimensions of social
capital. Range was, for example, partially measured through the ethnic diversity of one’s network.
Future research is needed to investigate whether ethnic minorities also have a higher level of range
when an alternative operationalization that does not include ethnic diversity is used.

Another shortcoming of the current study is the potential selectivity of the sample. The
majority of the respondents who initially were part of the CILS sample could not be analyzed
in the current study. This panel attrition may have led to bias, since individuals lower in socio-
economic status, with more unstable earnings, and with immigration backgrounds are more
likely to attrite (Fitzgerald et al., 1998). Excluding economically unsuccessful minorities may
be a partial explanation for not finding a social capital deficit among minority members in the
current study. Nevertheless, if we thus have studied only the most economically successful
minority members, the return deficits they face may be even larger in the full population.

Future research is needed to investigate whether the outcomes of the current study are gen-
eralizable to other contexts. The high level of regulation in the Dutch labor market (Steijn
et al., 2006) may, for example, affect the returns from social capital. Summarizing, we con-
clude that young adult minorities face a return deficit on their social capital in the Dutch labor
market. We encourage more research into the exact mechanisms behind this finding, using
validated measures of social capital of young adults.
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Appendix 1

Logistic regression analysis of panel attrition (1 =included in the analysis, O=excluded in the analysis)
(N=7331)

B SE OR

Threshold —.693 .865

Independent variables

Minority —.630%* (.063) 532
Male — 473%* (.050) .623
Age —.016 (.036) 984
Parental ISEI —.005* (.002) 995
Education wave 1 and 2°* —.130%%* (.025) 878

*Four categories (lower pre-vocational education, higher pre-vocational education (vmbo-tl), higher general
continued education (havo), and preparatory scientific education (vwo)

Appendix 2

Number of observations, means, and standard deviations of the items used to measure social capital (N =2574)

Item Majority members Minority members
(N=2076) (N=498)
N Mean SD N Mean SD
Upper reachability
Friend’s education 2.031 3.95 .86 467 3.88 .88
How many people do you know personally
Who: are a lawyer? 1.550 .90 2.53 304 2.24 5.72
Who: own a villa? 1.550 2.59 5.37 304 3.15 7.69
Who: are a professor? 1.550 1.25 4.30 304 1.72 5.82
Range
Educational variety 1.790 2.62 .66 383 2.68 .65
Friends’ ethnic diversity 2.076 2.13 98 498 3.49 98
Contacts’ ethnic diversity 1.820 3.02 .90 395 3.77 .86
Extensity
How many people do you know personally
With the name: Thomas? 1.790 2.39 2.74 383 1.33 3.06
With the name: Kevin? 1.790 2.68 2.93 383 2.26 3.80
With the name: Anne? 1.790 2.70 2.87 383 1.89 3.87
With the name: Melissa? 1.790 2.15 2.84 383 3.10 5.73
With the name: Moham(m)ed? 1.789 1.57 5.02 383 8.20 12.26
Who live in Groningen? 1.786 3.84 10.27 383 1.63 5.60
Who live in Utrecht? 1.784 2.28 5.46 380 4.07 8.32
Who live in Maastricht? 1.782 .90 3.20 382 1.05 4.07
Who live in The Hague? 1.782 2.26 6.76 381 11.19 17.41
Who live in Zwolle? 1.776 1.54 5.07 379 1.33 5.70
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