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Abstract 

 
Asian Americans have traditionally been largely absent from the broader conversation 

surrounding racial inequality in the field of economics. On the surface, this absence seems justified 

due to the prevalence of the model minority myth which attributes Asian Americans’ rapid 

mobility into the middle class to desirable cultural traits such as a strong work ethic, family 

backgrounds, emphasis on education, etc. However, as of 2018 Asian Americans have displaced 

African Americans as the most socioeconomically divided racial group in the United States. The 

existence of the model minority myth, and some Asian Americans’ willingness to accept it, 

necessitates a more thorough examination of how racial identity and racial group dynamics affect 

Asian American socioeconomic outcomes. By adapting tools from stratification economics, 

identity economics, and migration economics, a more complete analysis can answer the question 

of whether it is truly appropriate to consider the incredibly diverse Asian American group as a 

singular entity. 

Through the disaggregation of data from the Census and the American Community Survey 

from 1980 to 2019 into separate Asian ethnicities and country groups, the existing intragroup 

inequality can be brought to light and systematically examined. Through the application of the 

stratification economics framework, this thesis develops a theory to explain how the continued 

perpetuation of the model minority myth reinforces the existing socioeconomic stratification 

within the Asian American community. By quantifying the supposed ‘privilege’ of the model 

minority myth, examining the returns to education for different ethnicities and country groups, it 

becomes clear that widely perceived Asian American success is driven by a few country groups 

while other country groups face lower returns to education which suggest persistent barriers to 

success. 
 

 

 

JEL Classification: Z13, J15, I24, I26 

Keywords: Asian American, Racial Inequality, Model Minority, Stratification Economics 

 

 



Acknowledgements 

 
First and foremost, I would like to express my gratitude to the whole Economics 

Department for their support throughout the thesis process and throughout my entire four years at 

Amherst. Without the patience of various professors who have taught me and talked to me about 

my thesis, this would not have been possible. I would like to specifically thank Professor Jessica 

Reyes for her guidance throughout this past year. Your seminar on the Economics of Race and 

Gender showed me that it was possible to write an Economics thesis on a topic that I was passionate 

about, and this thesis would never have taken shape without your valuable insight. Thank you for 

dedicating your time every week to help me talk through and develop my ideas. Your contribution 

has made this thesis into what it is today. 

I would also like to thank Professor Katharine Sims, for inspiring me to become an 

Economics major by hiring me as a research assistant in my freshman year. You made economics 

seem less intimidating and applicable, and your endless emotional and moral support have 

continually pushed me through the major when I struggled. 

Thank you to Professor Franklin Odo, whose Asian American History seminar sparked my 

interest in Asian American issues. Our discussions in the class inspired me to write this thesis, and 

your enthusiastic support in applying Asian American knowledge to economics was so 

encouraging and exactly what I needed as the final push to complete this thesis. Thank you also to 

all the Asian American scholars who have done important work for the discipline whose work I 

read closely in the seminar. Without their contribution, this thesis would not have been possible. 

Thank you to my friends, for their endless patience with me as I struggled at times and for 

the constant support both throughout the thesis process and my years at Amherst. I would never 

have made it without your encouragement pushing me through every hard time and the joy you 

have given me. 

สดุท้าย หนอูยากจะขอบคณุคณุพอ่ คณุแมแ่ละทกุๆคนในครอบครัวที?ทําให้หนไูด้มีวนันี B ขอบคณุที?เสียสละให้

หนตูลอด ที?ผลกัดนัให้หนปูระสบความสําเร็จ ที?ยอมฟังหนบูน่ตลอดเวลาที?หนเูครียด ที?คอยให้ความรักและกําลงัใจ

ทกุๆครั Bงที?หนเูศร้า ในวนันี Bที?หนใูกล้จะเรียนจบแล้ว หนหูวงัวา่พอ่กบัแมจ่ะภมิูใจในตวัหนนูะคะ 

 

 



Table of Contents 
	

1.	 Introduction	.......................................................................................................................................	1	

2.	 	Literature	Review	............................................................................................................................	3	

3.	 Data	Exploration	...............................................................................................................................	6	

3.1		 Asian	Americans	and	the	Model	Minority	................................................................................	6	

3.2	 The	Reality	behind	Asian	American	Success	...........................................................................	8	
3.2.1	 Income	Inequality	within	the	Asian	American	community	............................................................................	9	

3.3	 Deconstructing	the	Model	Minority	.........................................................................................	13	
3.3.1	 Education	...........................................................................................................................................................................	13	
3.3.2	 Unemployment	................................................................................................................................................................	16	

3.4	 The	Role	of	Immigration	in	driving	Asian	American	Inequality	....................................	17	

4.	 Theory	................................................................................................................................................	19	

4.1	 Stratification	Economics	..............................................................................................................	19	

4.2	 Asian	American	Immigration:	Economics	and	History	......................................................	22	

4.3	 Stratification	Economics	and	Asian	Americans	....................................................................	24	
4.3.1	 How	the	‘Privilege’	of	the	Model	Minority	myth	is	rational	.........................................................................	25	
4.3.2	 The	Effect	of	Group	Identity	on	Asian	American	Socioeconomic	Outcomes	........................................	27	
4.3.3	 The	Role	of	Intergenerational	Transfers	in	in-group	inequality	...............................................................	31	
4.3.4	 How	Discrimination	works	against	Asian	Americans	in	labor	markets	.................................................	33	

5.	 Further	Data	Analysis	..................................................................................................................	35	

5.1	 The	Model	Minority	Effect	...........................................................................................................	35	

5.3	 Ethnicity	Effects	...............................................................................................................................	39	

5.3	 Immigration	Effects	.......................................................................................................................	42	

5.4	 The	Illusion	of	the	Model	Minority	Effect	...............................................................................	43	

6.	 Implications	and	Conclusion	.....................................................................................................	45	

References	.................................................................................................................................................	47	

Appendix	....................................................................................................................................................	50	
 
 

 



 1 

1. Introduction         
When economists consider racial inequality, their narrative is dominated by theories 

centering around the labor market outcomes of minorities, namely the model of taste-based 

discrimination (Becker, 1957) and the model of statistical discrimination (Arrow, 1973). Becker’s 

taste-based model of discrimination posits that the prejudiced employers are willing to pay a 

financial penalty in not hiring employees of color, while Arrow’s model of statistical 

discrimination relies on the role of imperfect information, where employers rely on external factors 

such as race to make inferences about unobservable characteristics such as skill or productivity. 

Both models imply that racial inequality can be eliminated over time, either by market forces or 

by increasing available information. Our reality today shows that this is not the case and that racial 

inequality in labor market outcomes persist and are continually perpetuated. 

Discussions of racial inequality will doubtless involve certain stereotypes closely 

associated with race and statements revolving around personal responsibility. For instance, social 

ills and cultural maladjustment are used to explain the rampant income inequality between Black 

and Hispanic Americans and white Americans, while Asian Americans are largely absent in the 

broader conversation surrounding racial inequality. On the surface, the lack of conversation around 

economic inequality and Asian Americans seems justified: as of the 2020 census Asian Americans 

are the highest-earning racial group in the United States, lending some credence to their status as 

the successful ‘model minority’ whose rapid mobility into the middle class is attributed to desirable 

cultural traits such as a strong work ethic, strong family ties, deference to authority, and the high 

value placed on education (Yano, 2018). However, even with higher household income, Asian 

American households still lag white non-Hispanic households in wealth. Furthermore, Asian 

American wealth is far more unevenly distributed than white non-Hispanic wealth, with the spread 

between the extreme ends exceeding that of other racial groups. The uneven distribution of both 
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income and wealth has since compounded, with Asian Americans finally displacing Black 

Americans as the most economically divided racial group in the United States in 2018. Much of 

the economic variation is driven by ethnic differences, raising questions around the 

appropriateness of considering Asian Americans as a monolith. By definition, Asian American is 

a broad umbrella term used to describe all people of Asian descent with different ethnicities and 

countries of origin. Even within subgroups, differences such as immigration status and nativity 

status are major considerations that can affect economic outcomes. Basu (2017) finds that the wage 

gap for recent Asian immigrants versus native Asian Americans widens for all cohorts after the 

second decade of stay, rather than closing as observed with other immigrant groups, demonstrating 

that immigration is another complex factor that may affect Asian American socioeconomic 

outcomes differently than anticipated. 

         The nuances of the worsening intragroup inequality are obscured by data aggregation, 

allowing for the creation and perpetuation of a politically convenient model minority myth that 

ultimately serves the existing racial hierarchy by containing demands for social transformation and 

racial equality. The model minority myth dates its origins to the Cold War, and its creation was 

intended to send the international message that the United States is a liberal democratic state where 

people of color could enjoy equal rights and upward mobility, and more importantly the domestic 

message to other minority groups that conformation to the existing regime and acceptance of white 

authority will be rewarded socioeconomically while opposition would be crushed (Lee, 2010). The 

rise of the model minority myth allowed cultural differences to replace racial differences as the 

new determinant of socioeconomic outcomes, and the political silence of an un-unified Asian 

America allowed the narrative of a successful monolith to persist. 
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         It is evident that the issue of Asian American inequality will benefit from a more 

methodological analysis that acknowledges the rationality of perpetuating existing stereotypes. 

The existence of the model minority myth, and some Asian Americans’ willingness to accept it, 

necessitates a more thorough examination of how racial identity and racial group dynamics can 

affect Asian American socioeconomic outcomes. By adapting tools from stratification economics 

and identity economics, a more complete analysis can shine light on Asian American inequality 

and answer the question of whether it is truly appropriate to consider the incredibly diverse Asian 

American group as a singular entity. 

2.  Literature Review        
Existing economics literature with mentions of Asian American mainly focus on wealth 

gaps rather than income gaps relative to white Americans, which implicitly reinforces the 

perception that Asian American income inequality either does not exist or is not a cause for concern. 

Ong and Patraporn’s 2006 paper finds that Asian Americans face a racial wealth gap relative to 

white non-Hispanic Americans after adjusting for factors that influence wealth, although the 

income pattern for Asian American households is consistently high. The paper then discusses 

barriers to Asian American wealth in the form of hurdles in housing and small business lending, 

and towards the end mentions the fact that Asian American wealth is far more unevenly distributed 

than white non-Hispanic wealth. This large variation can be attributed to ethnic disparities, with 

Asian Indians, Chinese, and Japanese Americans having higher socioeconomic status as compared 

to Southeast Asians, and thus they briefly acknowledge that various groups within the Asian 

American population appear to have specific disadvantages in addition to the barriers that Asian 

Americans experience as a group. 
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Asian American socioeconomic issues have traditionally been viewed through the lens of 

racialized assimilation (Lee and Kye, 2016), which argues that Asian Americans as a group still 

face labor market penalties, residential segregation, social antipathy, major political barriers, and 

anti-immigration attitudes from society at large. Bonilla and Silva (2004) even goes as far as to 

identify Southeast Asian Americans specifically as part of the ‘Collective Black’ which still face 

discrimination in post-civil rights America. In contrast, Sakamoto (2009) argues that class 

characteristics, education, socioeconomic background, and generational status are the key 

determinants of socioeconomic differences among Asian Americans rather than racial 

discrimination. 

Sakamoto et al (2021) discusses the issue of ethnic disparities more explicitly by 

investigating the socioeconomic attainment of second-generation Southeast Asians using data 

from the American Community Survey, finding that native-born Southeast Asians have higher 

socioeconomic outcomes than the immigrant generation and overall have better outcomes than 

Black Americans and Hispanics. While Sakamoto et al conclude that their findings do not support 

Bonilla-Silva’s Black Collective perspective and are more consistent with assimilation theory, they 

acknowledge that it could still be possible that native-born Southeast Asian Americans face 

persistent discrimination due to their race, as Lee and Kye posits. Sakamoto’s work begins to 

address the problem of intragroup Asian American inequality and proposes assimilation theory as 

an explanation, however, it does not thoroughly examine the different social forces that may affect 

the economic circumstances of Asian Americans of different ethnicities. 

Racial identity itself can play a role in influencing economic outcomes. Identity Economics 

is a subfield of economics which incorporates the concept of identity from psychology into 

economic analysis by modeling identity as an externality based on perceived social differences 



 5 

such as race (Akerlof and Kranton, 2000) which changes payoffs from different actions. As 

personality development involves the internalization of prescribed rules associated with one’s 

identity – the violation of which evokes anxiety – the ‘choice’ of identity is an economic decision 

that may or may not be up to the agent. While this view of identity is simplistic and does not 

consider the pervasiveness of intergroup dynamics on behavior and choice, it provides a useful 

starting point for studying racial identity as a contributor to economic outcomes. Darity (2006) 

presents the model of Racial Identity Formation, where racial identity is a form of individual and 

group property as well as a personal identity. The construction of racial identity upholds and 

reinforces socioeconomic divisions through the use of discrimination to produce status and 

privilege. Racial identity is thus codified as an instrument for exclusion and oppression, and 

individuals can respond by altering the intensity of their identification with their racial group – 

which may or may not be possible due to their physical features. Davis (2015) further argues that 

overlapping social group identities can introduce intragroup conflicts, as individuals construct their 

relational social identities based on the constraint of their societally assigned categorical social 

identities. To pursue social mobility, a member of a minority group may de-identify with their 

group and devalue their stigmatized social identity if the perceived social distance between them 

and a member of the ‘superior’ group is small enough.  

The latest American Community Survey recognizes fifteen total subgroups of Asian 

Americans, with five major subgroups as follows: Chinese, Indian, Filipino, Vietnamese, and 

Korean. Thus, Asian Americans are hardly a monolith and social forces such as the effect of racial 

identity and the development of intragroup conflicts can very much be present in the Asian 

American community, adding another layer of nuance to the inequality that can complicate 

findings. For instance, while Sakamoto finds that native-born, second generation Southeast Asians 
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are better off than the immigrant generation, Basu (2017) finds that the wage gap for recent Asian 

immigrants versus native Asian Americans widens for all cohorts after the second decade of stay, 

rather than closing as observed with other immigrant groups, demonstrating that the issue of Asian 

American inequality may be more complex than expected and must be addressed more 

qualitatively, especially as data aggregation obscures the nuances and complexities of the Asian 

American socioeconomic experience. 

3. Data Exploration 

3.1  Asian Americans and the Model Minority 

Asian Americans, along with Jewish Americans, are frequently considered to be the ‘model 

minorities’ in the United States. From the high representation of Asian Americans in elite higher 

education spaces to the domination of young Asian Americans in prestigious careers such as 

medicine, law, and technology, Asian American achievement is one of the most enduring pieces 

of evidence used to disprove the existence of structural racial inequality in the United States. The 

oft-cited narrative of Asian American achievement begins with the Asian American household, 

ruled over by ‘tiger parents’ who highly value education as a tool of social mobility and strictly 

enforce discipline and other cultural values on their children. The result is well-educated, well-

mannered Asian American children, who then go on to the nation’s most prestigious higher 

education institutions and graduate into high-income jobs. The typical Asian American is highly 

educated and works a respectable job, but most importantly he is conscious of his place in society 

and defers to authority. He is diligent, with a strong work ethic instilled by his parents from a 

young age but is hesitant to depart from his cultural norms. For these reasons, the narrative places 

the typical Asian American as poised to succeed and advance his family socioeconomically, no 

matter how humble his origins. However, data disaggregation shows that this is not necessarily the 
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case, and that there is indeed no ‘typical’ Asian American. Table 1 presents key characteristics 

about Asian Americans, using data from the US Census and the American Community Survey 

from 1980 to 2019, which will be analyzed throughout this thesis.  
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3.2 The Reality behind Asian American Success 

When considering aggregated data alone, there is truth behind the claim that Asian 

Americans are one of the most socioeconomically successful minority groups in the United States. 

Figure 1 shows that as of 2019, Asian Americans perform better than other racial groups in the 

United States when it comes to household income, with much more representation in the higher 

income range relative even to the national and white distribution. When considering Figure 2, 

which shows the consistent increase that has led Asian American household income to more than 

double over the past 40 years in combination with Figure 1, which shows the clear lead relative to 

other racial groups, surface-level data analysis cements the perception that Asian Americans are 

the minority group who have achieved the elusive American Dream through a variety of cultural 

factors such as education, strong work ethic, family values, and more. 
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3.2.1 Income Inequality within the Asian American community 
However, the term Asian American itself is an incredibly broad umbrella term which 

encompasses both great cultural and socioeconomic diversity. The continent of Asia itself can be 

divided into three broad regions: East Asia, South Asia, and Southeast Asia, each with distinct 

culture and physical appearances. East Asia includes countries such as China, Japan, South Korea, 

and Mongolia, while South Asia includes India, Nepal, Bangladesh, and Pakistan, to name a few. 

Southeast Asia includes both continental countries on the southeast tip of the Asian continent and 

island archipelago countries, such as Vietnam, Thailand, and the Philippines. Similar to how it 

could be misleading to try to identify a singular ‘Asian culture’, the aggregation of Asian American 

socioeconomic data into one singular metric can hide the nuances and complexities faced by each 
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individual ethnicity – and on a smaller level, country group – even as it serves as a measure of 

overall group success.  

Figure 3: Median Asian American Household Income by Country of origin in 2000 and 2019 

 

Disaggregating median household income by country groups begins to illuminate how the 

unequal distribution of median household income may stem from systematic issues associated with 

belonging to particular country groups, as demonstrated by Figure 3. While median income has 

undoubtedly increased for every country group over time, the increase was much more pronounced 

for some groups, especially Indian Americans. Most importantly, the shape of the distribution is 

mostly consistent across 2000 and 2019 – despite the ordering being done by median income in 

2019 – demonstrating that the socioeconomic gap between the most and least successful country 

groups will continue to widen without intervention, which is unlikely to happen with the continued 

aggregation of socioeconomic data. The fact that the median income of all but a few country groups 

lie below the overall group median also demonstrates that the perceived success of Asian 

Americans is driven by a few highly successful country groups rather than distributed equally as 
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opposed to the conventional view of racial inequality in economics that assumes racial groups 

succeed or fail as a single unit. 

Figure 4 allows us to see differences in how country-of-origin can drive income inequality 

within the Asian American community by displaying the household income distribution of Asian 

Americans in 2019 broken down by country of origin and arranged by group median income, with 

the lowest median income being on the bottom. While the overall distribution is skewed to the 

higher end of income with a significant number of households earning more than $375,000 – which  

reflects the high median household income for Asian Americans overall – some groups are more 

represented in higher income brackets than others. For instance, the proportion of Asian Indian 
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Americans (color coded as red) in the upper income brackets far exceed the proportion in the lower 

income brackets even when population is considered. 

In Figure 5, the same household income distribution is reconstructed by proportion instead 

of count in order to demonstrate more clearly the existence of country-group driven inequality. 

Each colored segment now represents the proportion of each country group represented in that 

particular income bracket. While some country groups such as Korean Americans exhibit a 

consistent distribution amongst the income brackets, it is clear that some groups are 

disproportionately skewed towards either end of the income range. Consider again the distribution 

of Indian Americans (represented in red) which is disproportionately skewed towards the higher 

income range, while Burmese American households (represented in magenta) are overwhelmingly 
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represented in the $30,000 to $35,000 income range and Hmong American households 

(represented in cyan) are primarily in the $35,000 to $40,000 range. This dramatic difference 

suggests that the income distribution of Asian American households may be dependent on country 

of origin rather than reflective of a typical bell-curve distribution which sees the highest 

representation in the middle-income range rather than the low or high ends. 

The hidden income inequality seemingly driven by belonging to different country groups 

begins to break down the picture-perfect image of Asian Americans as the model minority: being 

Asian is not necessarily the guarantor of success, but rather being the right type of Asian. Given 

this, it should not be surprising that the model minority myth can be proven false and thus 

deconstructed in all of its aspects. If the supposed ‘facts’ of the model minority myth are proven 

false, it becomes evident that the narrative of Asian American success commonly pushed by the 

current racial hierarchy based on these facts is also a myth. 

3.3 Deconstructing the Model Minority 

3.3.1 Education 
One of the most convenient explanations for Asian American success – and the key 

component of the model minority stereotype – is the supposedly higher value that Asian culture 

places on education, which enables social mobility and economic success. The model minority 

myth states that this cultural emphasis on education naturally leads to a higher proportion of Asian 

Americans with higher education, which holds true when comparing with the national proportion 

of college-educated Americans and other major racial groups (Pew Research Center, 2012). 

Figure 6 shows the mirroring of trends across income and educational attainment, 

suggesting that the unusually high number of Asian Americans with higher education could instead 

be linked to non-cultural factors such as family socioeconomic background, an argument that is 
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further supported by the fact that Asian Americans are an incredibly culturally diverse group and 

thus have no single unified representative ‘culture’ beyond a few common elements that all 

collectivist cultures share. The bidirectional relationship between income, wealth, and education 

has long been a topic of research in economics. On one hand, higher education can lead to higher 

income, and thus higher wealth as income accumulates. On the other hand, it could also be argued 

that accumulated family wealth can lead to higher parental incomes, which can lead to better 

educational outcomes for children. Figure 6 does not attempt to resolve this relationship, but rather 

shows the correlation between higher family income and higher education in order to demonstrate 

that cultural factors may not necessarily be responsible for the high educational attainment of 

Asian Americans as posited by the model minority myth.  

Figure 7 shows relationships between five different variables that are metrics of measuring 

socioeconomic success. The first column shows relationships between median income on the x-

axis with other variables on the y-axis. The second column similarly shows relationships between 
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proportion with college education on the x-axis and other variables on the y-axis, and so on across 

the different columns. The strong positive correlation between share of high income and proportion 

with college education, simultaneously with the relative lack of negative correlation between share 

in poverty and the proportion with college education, shows that the story of Asian American 

success is not as linear as advertised, as the supposed cultural emphasis on education does not lead 

to high levels of education for all, and high levels of education in itself is not a guarantor of 

escaping poverty. Interestingly, there is no noticeable correlation between share unemployed with 

all variables, which may suggest that unemployment is dependent on other factors.  

The notion that higher family income may be responsible for superior educational 

outcomes is further supported by comparing educational attainment data for all country groups 

between 2000 and 2019 in Figure 8, where high-income country groups such as Indian and Chinese 

Americans perform consistently well over time and low-income country groups such as Burmese, 
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Vietnamese, and Laotian demonstrate improvement but remain low-performing relative to other 

country groups. 

3.3.2 Unemployment 
 

The notion that Asian Americans’ supposed stronger work ethic paves the way for their 

socioeconomic success in the United States presumes that a strong work ethic automatically 

translates into well-compensated employment. Examining unemployment data over time for select 

country groups in Figure 9 tells a similar story to education and income, where groups with low 

unemployment rates show consistent performance on unemployment rate, and groups with high 

unemployment rates show greater fluctuations in response to macroeconomic conditions. The 

relatively stable trend over time reinforces the argument that intragroup Asian American inequality 

is structural in some way. Note that country groups which underperform in household income and 
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educational attainment also underperform when it comes to unemployment, suggesting that these 

three factors are linked and that Asian American success may not be due to any superior cultural 

traits after all, but rather factors that affect every other American like parental income. 

3.4 The Role of Immigration in driving Asian American Inequality 

In discussing both the historical and present socioeconomic circumstances of Asian 

Americans, one cannot avoid acknowledging the crucial role that immigration and immigration 

policy plays. Asian Americans have been the targets of immigration-based sanctions in a way that 

no other minority in the United States have ever been subjected to, with policies specifically 

targeting Asian immigration and preventing immigrants who managed to enter the United States 

from forming communities and settling down by barring the immigration of women and forbidding 

people of Asian descent from owning land (Odo, 2002). As a result, Asian American economic 

growth was only allowed following the repeal of these policies, making immigration and 
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immigration policy a crucial part of discussions around the socioeconomic circumstances of Asian 

Americans today. 

As immigration policy up until the 1960s had the specific aim of curbing both Asian 

immigration and Asian American economic growth, it is especially unlikely for any immigration 

to boost the socioeconomic status of native Asian Americans. During the rush of Asian 

immigration in the 1970s, the majority of Southeast Asian immigrants entered the United States 

through the Indochina Migration and Refugee Assistance Act of 1975 and Refugee Act of 1980. 

These Southeast Asian refugees were rehomed by the government in places with low Asian 

American populations, making it impossible to form a strong community and find economic 

support from established late-generation Asian Americans (Choy, 2018). As economic models of 

immigration show that immigrants assimilate in communities (Hatton & Leigh, 2011), this 

suggests that the first generation of Southeast Asian refugees are unlikely to find as much success 

as their counterparts with established community enclaves in the United States and thus not be 

able to contribute to improve the socioeconomic status of their country group. 

Figure 10 compares the median income of Asian Americans between immigrants and 

natives, wherein an immigrant is defined as a first-generation immigrant who has a foreign 

birthplace and a record of year immigrated in microdata from the US Census and the American 

Community Survey. Data shows that native Asian Americans outperform immigrants for most 

country groups. This is consistent with previous immigration economics literature which shows 

that the earnings gap between immigrants and natives are unlikely to close over time, suggesting 

that the overall socioeconomic success of particular country groups is dependent on the 

socioeconomic attainment of native rather than immigrant Asian Americans. 
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It is clear from the analysis of disaggregated data that Asian American inequality is present 

and will continue to perpetuate. Strong trends of high achievement in certain country groups and 

low achievement in others suggest that there may be systematic factors at play in creating this 

inequality, similar to intergroup racial inequality. Given this, established frameworks for analyzing 

and discussing racial economic inequality between black and white Americans may be helpful 

when applied in the Asian American context. One such framework is stratification economics. 

 

4. Theory         

4.1 Stratification Economics 

Stratification economics, first introduced in William Darity Jr.’s 2005 paper, is a field of 

economics dedicated to examining economic inequality more comprehensively by moving beyond 

labor market outcomes and integrating insights from different social science disciplines such as 
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sociology and psychology. Under stratification economics, individual and social forces such as the 

relative position of one’s social group, one’s position in the group, the strength of identification 

with one’s social identity, and institutional discrimination can strongly affect economic outcomes. 

Four main principles encapsulate Darity’s original conceptualization of stratification economics. 

1. Privilege is rational 

2. Discrimination will persist  

3. Intergenerational wealth transfers perpetuate socioeconomic stratification 

4. Group action and group identity play a large role in influencing economic outcomes 

 
As there are inherent benefits to being in a privileged position, the dominant group is 

motivated to maintain their status regardless of their ‘taste’ for discrimination, which manifests 

into discriminatory practices in the labor market and other institutions. Intergenerational transfer 

of material sources contributes significantly to socioeconomic stratification, especially when the 

effect of parental wealth on economic outcomes is taken into consideration. Past economic 

literature has well established this link: 10 – 20% of the racial wealth gap can be explained by 

family transfers in 1997, and 27% of the racial wealth gap among middle-income households in 

2002 can be explained by family background (Chiteji and Hamilton, 2002). In response, Williams 

(2017) proposed the use of the Wealth Privilege Model instead of the conventional Life Cycle 

Model in the study of the racial wealth gap, wherein household wealth serves as a source of 

economic stratification. In the Wealth Privilege model, the three pathways of wealth accumulation 

all function as a self-reinforcing feedback loop that complement and reinforce each other to further 

build up wealth. Through household saving, past income can fund income-generating assets which 

then accumulate and appreciate in order to give households greater access to diverse portfolios and 

higher-return assets which comprise the asset appreciation pathway. Through family support, 
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affluent parents can boost their children’s prospects and provide financial support. These three 

cycles are inaccessible to wealth-poor households, who must liquidate assets and draw upon credit 

to meet consumption needs, are more likely to have wealth in the form of depreciating assets like 

cars or household appliances, and must provide financial support to family members. The current 

dominant racial group maintains and cultivates both institutional and wealth privilege, thus 

ensuring that structural disadvantage is more likely to persist across generations rather than 

disappear due to the forces of the market. 

Stratification economics also considers a broader range of factors beyond labor market 

outcomes, such as socioeconomic and political barriers to achievement rooted in the desire of the 

dominant group to maintain privilege (Darity, 2017), and insights from psychology such as group 

identity and group action. In a racially heterogeneous society, individuals experience an increased 

salience of racial identity (Turner et al, 1994) which allows group behavior to manifest in 

individuals. Members of the dominant social group will then act to uphold the current social order 

in all contexts including the labor market, which directly contradicts the claim that inequality in 

the labor market can and will be competed away over time. Darity’s original framework is 

consistent with the reality of widening racial wealth gaps and is thus extremely valuable in the 

study of economic racial inequality. 

Numerous papers following Darity have shown that the stratification economics 

framework is a better explanation of racial inequality than the existing conventional economic 

wisdom which relies on concepts such as statistical and taste-based discrimination, with the black-

white wealth gap being the primary subject of application.  
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4.2 Asian American Immigration: Economics and History 

The first Asian Americans recorded in the history of the United States were Chinese 

immigrants in the 19th century; from then onwards immigration has played a major role in 

bolstering the presence of Asian Americans in the United States and creating the current 

socioeconomic circumstances of Asian America. Contrary to what the continued perpetuation of 

the model minority myth may suggest, Asian Americans – as with other minority groups in the 

United States – have also faced a long history of discrimination that has evolved into different 

forms over time but have its roots in immigration policy (Odo, 2002). Racial discrimination coded 

into immigration policies have been the biggest hindrance against Asian American social mobility, 

starting with the passing of the Chinese Exclusion Act in 1882 which barred Chinese immigration 

and forbade legal residents of Chinese origin from becoming American citizens. In 1920, the Alien 

Land Law prevented anyone of Asian ancestry from owning land in the United States. This was a 

major socioeconomic blow to the Asian American community at the time, and circumstances 

worsened with the Immigration Act of 1924, which forbade anyone who could not become a US 

citizen to immigrate to the United States – a policy specifically meant to curb Japanese 

immigration. In 1934, the Tydings-McDuffle Act converted the Philippines into a US 

commonwealth while simultaneously barring Filipinos from gaining American citizenship. The 

years leading up to US involvement in World War II also saw the internment of Japanese 

Americans, due to their perceived association with the enemy country of Japan. The increase of 

anti-Japanese sentiment during World War II improved the public opinion of other Asian countries 

somewhat, and the decade following the war saw the repeal of the Chinese Exclusion Act as well 

as laws that barred Filipinos, Indians, Koreans, and eventually Japanese from citizenship. Asian 

immigration began to increase with the Immigration Act of 1965, which eliminated the quota 
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system that favored white immigrants, allowing the influx of refugees from the Vietnam War in 

the 1970s (Zia, 2001). 

This brief history of Asian immigration shows the ways in which immigration has been 

used as a tool to discriminate against Asian Americans, in terms of both government policy and 

societal attitudes. Early immigration policies withholding citizenship and the ability to own land 

set back the economic development of Asian Americans by decades, considering its instatement 

in the late 19th century and repeal in the 1950s. Thus, contrary to what might seem like the likeliest 

outcome, the length of time an immigrant group has spent in the United States might not be directly 

correlated with their socioeconomic success, although it plays a large role in the socioeconomic 

success of following generations. According to Hatton and Leigh (2011), immigrants tend to 

assimilate in communities and not as individuals, so despite past immigration-based 

socioeconomic discrimination immigrants with a more established community in the United States 

may tend to perform better than newer immigrant groups. 

Consider also the internment of Japanese Americans during World War II, many of whom 

were born in the United States and had never even set foot in Japan. Even prior to the Pearl Harbor 

incident, Japanese Americans were subjected to surveillance and suspicions, with community 

leaders arrested based on their positions in the community and bank accounts of first-generation 

Japanese immigrants frozen for ‘suspicious activity’. This suspicion was on the account that 

Japanese Americans are still truly Japanese at heart, and thus their loyalties must lie with the 

Emperor of Japan. In addition to being racially motivated, Japanese internment was also politically 

and economically motivated. A direct quote from the February 6, 1942 meeting on the issue states 

“This is our time to get things done that we have been trying to get done for a quarter of a century”, 

referring to the seizing of Japanese American land (Niiya, 2018). The example of Japanese 
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American internment demonstrates the dual purpose of using the act of immigration itself against 

Asian Americans, as it authorized the mass removal of rightful American citizens based solely on 

the fact that they are descendants of immigrants – proving that Asian Americans are not truly 

considered American citizens –  as well as casting Asian Americans as ‘forever foreigners’ who 

will always be innately connected to their motherlands and thus never be able to truly assimilate 

into American society. This attitude is further reinforced by the prominence of immigration in the 

Asian American narrative, where it has now become inseparable from Asian American identity. 

Thus, the discrimination faced by Asian Americans can be both systematic and rooted in social 

attitudes, making Asian American inequality a prime candidate for application of Darity’s 

stratification economics framework. 

4.3 Stratification Economics and Asian Americans 

Adapting the stratification economics framework to Asian American inequality 

emphasizes the systematic nature of the issue and can clearly break down the perceived success to 

show the hidden inequality present in the community, although at first glance the socioeconomic 

struggles of Black Americans and Asian Americans are wholly unalike. Through the lens of 

stratification economics, we can find a common thread of similarity between black and Asian 

socioeconomic circumstances: that they are reinforced through systematic means of exclusion 

from whiteness and that the myths surrounding them are perpetuated in order to support the 

existing racial hierarchy. Following Darity’s approach, we can examine in turn the rationality of 

privilege, the persistence of labor market discrimination, the central role of intergenerational 

transfers, and the effect of group action as it applies to Asian Americans. 
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4.3.1 How the ‘Privilege’ of the Model Minority myth is rational 

Any discussion of Asian Americans necessarily warrants a discussion of the stereotype 

most closely associated with this particular racial group: the model minority, which casts the 

typical Asian American as a hardworking individual who is highly educated and defers well to 

authority, hesitant to rock the boat but a particularly diligent worker with a strong, cohesive family 

unit and supportive community to support their endeavors. While the model minority myth can 

easily be disproved with the disaggregation of Asian American data into specific country-of-origin 

groups, the question of why the myth persists is central to our understanding of the rationality of 

privilege. While undoubtedly harmful in its own way, it is undeniable that the association with the 

concept of the model minority shields Asian Americans from much of the racial violence facing 

other communities of color in the United States by portraying Asian Americans as ‘white-adjacent’. 

But ultimately, the model minority myth serves the existing racial hierarchy by absolving the 

dominant white majority of racial guilt and complicity in maintaining racial inequality. The 

existence of the model minority, if true, necessitates the existence of problem minorities, and it is 

no coincidence that many of the positive elements associated with the myth are reflections of the 

criticism often levied at the Black community in the United States: that the lack of education drives 

the lack of social mobility, that the relatively larger population of single mothers and thus lack of 

family stability is to blame for poor socioeconomic performance, and that poor work ethic results 

in poor socioeconomic outcomes. In An American Dilemma (1944), Gunnar Myrdal elevated the 

general white American culture as the standard in order to judge Black American culture as 

distorted from that standard. The Asian American insistence on conforming to the standard, born 

from collectivist origins, aligns perfectly with the assimilationist mindset where racial groups can, 

with effort and intention, reach superior cultural (white) standards. In the eyes of the current racial 

hierarchy, this insistence to conform makes Asian American culture superior to other minority 
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cultures, leading to the conclusion that the factors behind Asian American success must be cultural. 

Thus, Asian Americans are used as a foil for Black Americans in order to make ‘assimilation’ into 

white society a personal responsibility. In short, the model minority myth provides a more 

politically correct method of absolving the more privileged racial groups of responsibility for the 

racial wealth gap.  

The model minority myth also serves as an example to other minority groups in the United 

States that compliance to the existing racial hierarchy will be rewarded. In addition to proving that 

social mobility is possible if one ‘plays by the rules’, the model minority myth also serves as a 

racial wedge between Asian Americans and other minority groups. By elevating Asian Americans 

as white-adjacent and rewarding their political silence, the perpetuation of the model minority 

myth simultaneously silences one minority group and pits it against other minority groups in order 

to foster racial resentment and prevent unity – as evidenced in devastating racial incidents such as 

the Los Angeles Koreatown Riots in 1992 where racial tensions between black and Asian 

Americans culminated in a weeklong riot which injured more than 1,000 people, killed over 50, 

and caused approximately $1 billion in damages (with about half borne by Korean-owned 

businesses) following the acquittal of white LAPD officers who were videotaped beating Rodney 

King to death (Zia, 2001). Thus, the model minority myth performs the dual function of dispelling 

white accountability and suppressing minority groups by preventing unity and promoting Asian 

American complacence. Due to its critical role in maintaining the racial hierarchy, it is undeniable 

that the continued perpetuation of the model minority myth is a rational act meant to preserve 

white privilege rather than an act meant to benefit Asian Americans. 
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4.3.2 The Effect of Group Identity on Asian American Socioeconomic Outcomes 

Neoclassical economics relies on three key assumptions: that people have rational 

preferences between outcomes that can be identified, that individuals act in self-interest and seek 

to maximize their own utility, and that individuals act independently on the basis of full and 

relevant information.1 However, these assumptions do not reflect the reality of human behavior, 

which can be influenced by a number of other factors including social dynamics. Stratification 

economics addresses the tendency for group behavior to affect individual behavior by directly 

incorporating the concept of group action and group identity from social psychology, which is 

more reflective of the social reality in which individuals make decisions. Insights from social 

psychology can be particularly salient in the economics of racial inequality as each choice made 

by an individual – a choice which is determined through their assumed identity and self-perception 

– has the potential to affect socioeconomic outcomes. Indeed, we may find that what economists 

consider a ‘choice’ which leads to a certain socioeconomic outcome may not be a choice at all 

when considered in a human psychology framework. 

When it comes to Asian Americans, group identity comes with a complicated history. Any 

individual who originally comes from the Asian continent may consider themselves to be Asian, 

but the general public perception may not agree with their decision to identify themselves as Asian 

due to the limited view of what constitutes ‘Asian-ness’ which has been formed by history and 

larger socio-political forces. The United States’ first introduction to Asian immigration were 

Chinese immigrants, made infamous by their work on the transcontinental railroad between 1863 

and 1869. Policies such as the Chinese Exclusion Act laid the groundwork for the Immigration 

Act of 1924 which curtailed Asian immigration to the United States and led the American public 

 
1 “Neoclassical Economics, by E. Roy Weintraub: The Concise Encyclopedia of Economics | Library of Economics 
and Liberty.” 
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to associate the concept of Asian with Chinese (Gold, 2012). The next major brush with Asia came 

during World War II, with the introduction of Japan into the wider American conception of Asia, 

followed by the Korean War in the 1960s. As China, Japan, and South Korea are all East Asian 

countries whose inhabitants share similar physical features and cultural customs, the American 

perception of Asia is closely tied to East Asia – a perception that is further solidified by decades 

of biased media representation and propaganda which emphasize physical traits exclusive to 

people of East Asian origin such as ‘yellow’ skin and small, slanted eyes as well as caricatures 

rooted in East Asian cultural stereotypes such as the submissive geisha and the sexually aggressive 

dragon lady.  

By the beginning of the Vietnam War, the American conception of ‘Asian’ had already 

been set. As Asia is an incredibly diverse continent, other ethnic groups such as South Asians and 

Southeast Asians differ greatly from East Asians in terms of physical appearance and culture. As 

the American public conflates the geographically accurate term ‘Asian’ – someone originating 

from the continent of Asia – with the physical appearance and cultural traits of someone from East 

Asia, other Asian ethnicities are erased and may not be able to comfortably claim the label ‘Asian 

American’. The 2016 National Asian American Survey found that 42% of white Americans 

believed that Indians are “not likely to be” Asian or Asian American, with 45% believing that 

Pakistanis are “not likely to be” Asian or Asian American. This problem exists even within the 

Asian American community, with 27% of Asian Americans believing that Pakistani people are 

“not likely to be” Asian or Asian American. This conflation extends beyond public perception 

alone and has even been coded into the law. Prior to 1980, the United States classified Indian 

Americans as a separate race from Asian Americans under the label ‘Hindu’. 
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The erasure of other Asian ethnicities in favor of East Asians, combined with the 

geographical ambiguity of what countries are included in the Asian continent, complicates the term 

‘Asian American’ in the context of racial identity and racial dynamics. Someone may self-identify 

as Asian American and be classified as Asian on paper, but unless they fit the widely held 

perception of ‘Asian’ they are unable to claim the supposed benefits of being the model minority. 

At the same time, other pathways open for disadvantaged people of color are inaccessible to them 

on the account of them being considered Asian legally due to the larger social perception that 

Asian Americans are already successful, thus creating a self-reinforcing loop which condemns 

disadvantaged Asian Americans to remain in poverty. The aforementioned diversity of Asian 

cultures also results in strong cultural identities largely tied to country-of-origin, which drives 

intra-group divisions and creates a lack of cultural solidarity and unity that further obscures the 

plight of the most disadvantaged members of the community. 

In addition to the complexities hidden under the term ‘Asian American’, group identity can 

play an insidious role in keeping disadvantaged groups hidden and out of sight. In his book How 

to Be an Antiracist, Ibram X. Kendi reflects on how the civil-rights generation evoked Martin 

Luther King Jr. and his struggle for equal rights to shame young Black Americans for their 

shortcomings and advocate for personal responsibility in bettering one’s circumstances, so that 

their successes can reflect positively on the Black community. Kendi called this phenomenon 

‘behavioral racism’, which asks every average Black person to be extraordinary since as members 

of the community they are individually responsible for the perceived behavior of the community 

as a whole. The concept that racial groups themselves are responsible for the behavior of 

individuals is behaviorally racist, according to Kendi, and so is the belief that a racial group’s 
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seeming success or failure redounds to each of its individual members and an individual’s success 

or failure redounds to the entire group.  

Behavioral racism as defined by Kendi runs rampant in the Asian American community in 

two ways: one where each country group is analogous to a member of the community, and one 

where each individual is a member of the community as Kendi originally envisioned. Due to the 

collectivist nature of most Asian cultures, where the good of the whole outweighs the good of the 

individual, poor performance by one of its country group members would gladly be overlooked by 

other country groups in order to reinforce the positive image of the model minority granted by the 

dominant racial hierarchy. Synonymous with how the election of Barack Obama became 

associated with the achievement of the whole Black community and was hailed as the ‘end of 

racism’ in the United States regardless of the many systematic barriers still faced by the Black 

community today, the success of a few Asian country groups similarly signaled the ‘truth’ of the 

model minority stereotype regardless of the consistent underachievement of disadvantaged country 

groups. On a more individual level, the pervasiveness of the model minority myth has set a level 

of expectation that all Asian Americans are high achieving. Rather than ask every average Asian 

American to be extraordinary, high achievement is simply expected. Successful Asian Americans 

are just simply ‘being Asian American’. Thus, Asian American success is attributed to the culture 

rather than to the individual, while Asian American failure is deemed a personal failure, judged 

and looked down upon by the members of the Asian American community themselves, and hidden 

in order to maintain the positive public image of Asian Americans. Thus, Asian Americans 

‘failures’ are doomed to keep failing due to the complex social factors underlying their racial 

identity and how they are perceived in society. 
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4.3.3 The Role of Intergenerational Transfers in in-group inequality 

Intergenerational wealth transfers are one of the biggest sources of socioeconomic 

stratification which serves to perpetuate and widen the racial wealth gap. This is particularly the 

case when it comes to intragroup Asian American inequality. Darity directly addresses the notion 

of Japanese American success in his 2006 paper using the lateral mobility hypothesis, which posits 

that the relative social standing of the majority of an ethnic group in their country of origin 

correlates with the highest social status attained by the first generation of adult immigrants in the 

receiving country, which then plays a critical role in the social status achieved by the following 

generations through intergenerational wealth transfers. With regards to Japanese Americans, 

Darity references the rigorous selection of people who were allowed to immigrate to the United 

States by the Japanese government, and the return immigration of people who were unable to find 

success in the United States back to Japan. When contrasted with the involuntary immigration of 

African Americans to the United States as slaves combined with the intense discrimination, both 

de jure and de facto, following the abolition of slavery, the lateral mobility hypothesis explains 

why Asian Americans as a group seem to be more successful than African Americans as a group.  

While this particular example generalizes the Japanese American experience to the larger 

Asian American community, the lateral mobility hypothesis can be adapted to explain intra-group 

inequality between different Asian American country groups. Each country group arrived in the 

United States under dramatically different circumstances – which are largely dictated by foreign 

policy – and faced differing levels of discrimination depending on the social climate at the time of 

their arrival. On the most basic level, the clear disadvantage faced by Southeast Asian groups such 

as Vietnamese, Cambodian, and Burmese stemmed from their arrival into the United States as 

refugees of the Vietnam War – their lack of social capital and status in their country of origin 

served as a method of self-selection by forcing them to immigrate to the United States as refugees 
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rather than remain in their home countries following the war. This lack of social status continues 

to be reflected in the first generation of immigrants in the United States and is passed down to their 

descendants through intergenerational wealth transfers and human capital – or lack thereof.  

On the other hand, some immigrant groups may come from respected backgrounds in their 

home country and might be highly educated. While this first generation of immigrants may not 

find much success in the United States, the social and cultural capital that they bring ensures that 

their children -- the second generation -- will find success in the United States. Thus lies the 

illogical combination of being a first-generation college student whose parents may not speak 

much English but were themselves highly educated and understand how to best support their 

children so that they can achieve success in American society. This could explain why some Asian 

American country groups show socioeconomic improvement after some time in the United States 

while some country groups -- like the aforementioned Southeast Asian countries -- do not. 

In contrast, the high income of Indian Americans could be traced back to the group of 

highly educated Indian immigrants who entered the United States on the H1-B visa for skilled 

workers in 1999 as the cap for H1-B visas was sharply raised in order to meet the rising demand 

for skilled labor in the technology sector.2 Their entry into high-income jobs upon arrival resulted 

in an accumulation of wealth that could be passed down to their descendants, further increasing 

their ‘wealth privilege’ and likelihood of success. From these two examples, it is clear that 

immigration policy can serve to reinforce class differences among different country groups 

through determining the level of human capital that a particular immigrant group has upon arrival 

to the United States, a difference that then becomes exacerbated over time through 

intergenerational transfers of wealth. The oft-repeated narrative of the American Dream, where 

 
2 Batalova, “H-1B Temporary Skilled Worker Program.” 
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immigrants from humble beginnings succeed by the dearth of their hard work and move into the 

middle class, is much less likely to occur given the facts of our reality where the likelihood of 

achieving success in the United States is determined before the act of immigration itself. Darity’s 

narrative of lateral mobility, where human capital backgrounds determine the success one is likely 

to find upon entry to the United States and thus determine the social status and capital of one’s 

descendants, is a much more likely alternative to the impossible American Dream. 

4.3.4 How Discrimination works against Asian Americans in labor markets 
Discrimination still persists even in labor markets where the model minority myth seems 

like it could be an asset. While on the surface level, Asian Americans are overrepresented in high-

paying entry level jobs in fields such as law, medicine, and technology, this success is not evenly 

applied to all Asian Americans. The prevalence of the model minority stereotype, further 

reinforced by the high visibility of socioeconomically successful Asian Americans, has led to the 

close association between the Asian American racial group and the upper middle class. However, 

in a racially diverse United States with its complex racial politics, race and class are not necessarily 

synonymous terms and should never be conflated. 

Historically, the highest-performing Asian American country groups in terms of income 

are of South Asian and East Asian backgrounds, while Southeast Asians lag behind significantly. 

This could suggest that the supposed overrepresentation of young Asian professionals in lucrative 

fields such as technology, medicine, law, and corporate in general comprises East Asians and 

South Asians, with no pathways for Southeast Asians to access the same level of success. While 

the model minority stereotype of Asian Americans as highly educated hard workers may act as a 

boost for Asian Americans seeking jobs in the labor market, the stereotype is only beneficial for 

as long as they are perceived as Asian, again circling back to the complexities of racial identity. 
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Due to the association of Asian Americans with socioeconomic success and social mobility, 

diversity programs available to other racial minorities are not accessible for Asian Americans, 

regardless of what their ethnicity or country-of-origin are. In combination with the behavioral 

racism of the Asian American community which claims successes as a reflection of community 

achievement while condemning failure as personal irresponsibility, the lack of support and 

available pathways to success condemns those at the very bottom of the hierarchy to remain there 

with no possibility of social mobility. 

Even with one foot in the door due to the model minority status, career advancement 

continues to be a problem for Asian Americans who are consistently perceived as good workers 

and not necessarily good leaders due to the very same traits that make them the model minority. 

In other words, the model minority myth acts as both a privilege and a constraint, reinforcing the 

fact that this modicum of privilege is afforded to Asian Americans by the system on the condition 

that they do not usurp the positions that belong to the dominant white racial group. This leads to a 

phenomenon of the bamboo ceiling on the other end of the income spectrum, where Asian 

Americans are underrepresented in leadership positions of industries where they dominate at entry 

level (Hyun, 2005). The social mobility allowed by conforming to the model minority stereotype 

ends at the middle class and is inaccessible to those who are not perceived as Asian. Not being 

easily identifiable as Asian American -- similar to how the model minority myth can be both a 

privilege and constraint -- can also be an asset to some Asian Americans in corporate positions. 

One could argue that the higher income of Indian Americans could be the result of their ability to 

transcend the bamboo ceiling due to their ability to de-identify with the model minority stereotype. 

This further reinforces the rationality of the continued perpetuation of the model minority myth, 

which simultaneously rewards Asian Americans, limits them to the confines dictated by the current 
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racial hierarchy, and hides the existence of disadvantaged individuals in order to project the notion 

that Asian American success means that racial inequality has been eliminated. 

5. Further Data Analysis 
Theoretical predictions from the application of stratification economics to Asian American 

inequality can be tested using data from the Census and the American Community Survey. One of 

the key takeaways from the theoretical framework lies in the rationality of the privilege of the 

model minority, which assumes that all Asian Americans are socioeconomically successful. 

5.1 The Model Minority Effect 

Table 2 shows the effect of being perceived as the model minority by regressing the log of 

income on race, ethnicity, and country-of-origin characteristics, controlling for sex, age, and 

education. Based on previous trends in data showing Indian Americans as disproportionately 

successful relative to other Asian country groups, future regressions separate Indians from other 

South Asian countries in order to prevent inaccurate data aggregation. Note the positive coefficient 

on the Asian race variable in Models (1) and (3), which shows that Asians have comparable – if 

not slightly better – outcomes relative to white Americans, with a 5.6% premium on income before 

controlling for education and an almost negligible 0.02% premium after controlling for education. 

The positive coefficient on Asian compared to the negative coefficient on other minority races is 

consistent with the perception that as a model minority, Asian Americans are white-adjacent. 

However, the large decrease in coefficient after controlling for education in Model (3) suggests 

that most of the premium associated with the model minority effect can be explained through 

education – indeed, once education is controlled for, there is almost no net benefit to being Asian 

at all as opposed to what the model minority myth might lead us to believe. 
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However, when the Asian race variable is decomposed into separate ethnicities in Model 

(2), it becomes clear that not all Asian Americans experience the model minority effect similarly. 

While the overall effect of being Asian prior to controlling for education is a 5.6% premium on 

income, decomposition into ethnicity variables results in a wide range of values: from a 26.5% 

premium associated with being Indian American to a 2% penalty associated with being Southeast 

Asian American. Regressing on ethnicity instead of race begins to illuminate how intragroup 

inequality can be driven by ethnicity differences. This trend continues even after controlling for 

education in Model (4), where the overall Asian premium of 0.02% decomposes into a range 

between a 17.8% premium associated with being Indian American and a 6% penalty associated 

with being Southeast Asian American. The consistent trend between coefficients on ethnicities 

between Models (2) and (4) suggests that ethnic disparities in income are driven by factors other 

than education. 
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The coefficient on Southeast Asian remains negative before and after controlling for 

education in both Models (2) and (4), but interestingly the coefficient on East Asian decreases and 

becomes negative after controlling for education, from a 2.9% premium to a 2.6% penalty. As the 

American perception of ‘Asian-ness’ is most closely tied to East Asians, this could suggest that 
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being perceived as Asian alone has a positive effect on income as in Model (2), but the effect is 

mainly superficial and does not remain when educational level is taken into account. Further 

decomposing the ethnicity variables into country-of-origin variables in Appendix Table 1 results 

in an even wider range of coefficients spanning from a 17.8% premium to a 70.3% penalty even 

after controlling for education, which further emphasizes the fact that there is no singular Asian 

American socioeconomic experience despite the belief that all Asians fit into the model minority 

stereotype.  

Table 3 presents socioeconomic characteristics of select Asian American country groups, 

along with a construction of what the average Asian American country group should look like 

based on data from the 2019 American Community Survey. From a preliminary glance alone, it is 

clear that the ‘average’ Asian American country group is hardly representative of the Asian 

American socioeconomic condition. Notice that the ‘average’ Asian American country group is 

closer to the more disadvantaged Burmese socioeconomic profile than the Asian Indian 

socioeconomic profile, and yet the narrative of Asian American success that is widely perpetrated 

is closer to the Asian Indian socioeconomic profile. Interestingly, it seems that Asian American 

success may be driven by Asian Indians, while the model minority myth and the American 
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conception of who is considered Asian is mainly associated with East Asians. This raises the 

question of how the model minority myth actually affects different ethnic groups, and whether 

being perceived as a model minority has a positive or negative effect on income and other human 

capital characteristics. 

5.3 Ethnicity Effects 

 
Figure 11: Returns to Human Capital Characteristics by Ethnicity and Gender 

 

 Figure 11 is generated by regressing the log of income on human capital characteristics 

which drive income differentials on separate samples of different ethnicities. Following the 

hypothesis that there is a benefit to being perceived as a model minority, and that East Asians are 

generally more recognizable as ‘Asian’, one would expect that returns to education, whether at the 

high school or college level, would be higher for East Asians (demonstrated in red). This is indeed 

the case, however, East Asians lag behind Indians specifically in returns to a college education. 

This is consistent with data from Tables 2 and 3 and supports the theory of the ‘bamboo ceiling’, 
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which prevents East Asians from advancing in corporate careers as the personality traits associated 

with the model minority stereotype are seen as inconsistent with the American leadership style. 

A more detailed analysis on ethnicity effects, as opposed to the effect of being Asian alone, 

is presented in Table 4. The regression was run on separate Asian male and female samples in 

order to demonstrate how gender can interact with race and ethnicity to produce different outcomes. 

Following the hypothesis that East Asian are the most closely associated with the model minority 

stereotype, the omitted variable in Table 4 is East Asians in order to allow us to examine how other 
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Asian ethnicities perform relative to East Asians. Models (3) and (7) introduces interaction terms 

between ethnicity and college education in order to account for the fact that ethnicity can influence 

educational attainment. While there is a positive coefficient on Southeast Asians initially for both 

the male and female sample in Models (2) and (6), after controlling for ethnicity effects through 

interaction variables with college education in Models (3) and (7), the overall effect becomes 

negative, with the coefficient on the male sample being more negative than the female sample. 

Consistent with earlier results, in all models only Indian Americans have a positive coefficient on 

the interaction terms with education. This suggests that college-educated Indian Americans benefit 

from not being perceived as the model minority, while the negative coefficients on Southeast 

Asians and other South Asians show the same effect in reverse. Again, this is consistent with the 

bamboo ceiling theory, where in high-income corporate careers the traits associated with the model 

minority are deemed incongruous with markers of good leadership and thus become a liability 

rather than an asset. Indian Americans who are able to avoid association with Asian American 

identity and the model minority thus benefit from the lack of association. In contrast, the 

association of Asian Americans with socioeconomic success could also translate to a lack of 

support and available pathways for underprivileged Southeast or South Asians, who are Asian 

American on paper but may not necessarily be perceived as such in the hiring process for post 

higher-education careers, resulting in lower income compared to East Asians. 

Interestingly, the coefficient on the Southeast Asian ethnicity variable alone is greater than 

the coefficient for Indian without including the interaction with education terms. Again, the social 

perception of Asian could account for this seeming anomaly. As discussed in an earlier section of 

the thesis, the Vietnam War and the subsequent wave of Vietnamese and other Southeast Asian 

refugees were one of the bigger events related to Asia and Asian Americans, which could mean 
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that Southeast Asians are more likely to be seen as ‘Asian’ when compared to South Asians. Thus, 

in terms of pure ethnicity effects, Southeast Asians would have an advantage relative to even 

Indian Americans due to the model minority effect and their ability to access it. 

5.3 Immigration Effects 

Models (4) and (8) introduce interaction terms with immigration status, and seemingly 

contradicts earlier findings that immigrants tend to earn less than natives. This could be explained 

by the fact that the regression controls for both high school and college education, and the fact that 

the demographic of Asian immigrants to the United States is rapidly becoming more diverse in 

terms of socioeconomic status. Historically, Asian immigrants have worked in manual labor and 

service sectors. In the present day, the socioeconomic circumstances of Asian immigrants are much 

more diverse: immigrants who arrive through family reunification policies tend to work at lower-

paid jobs, while skilled Asian immigrants recruited by industries such as medicine, technology, 

and computer science are high earners. The recruitment of skilled Asian immigrants is a more 

recent development made possible due to the extra allotment of H-1B visas in specialty 

occupations with worker shortages and has created a ‘brain drain’ phenomenon of computer 

programmers and engineers mostly from China, India, and Taiwan – some of the top-performing 

country groups. Further adding to the pool of skilled labor are Asian international students who 

are encouraged to study in the United States for their ability to pay full tuition amidst cutbacks in 

education (Vō, 2017). Thus, it is highly likely that Asian immigrants on H-1B visas and 

international Asian college graduates are the driving force behind the positive coefficient on 

interaction terms with immigration. 

The increasing socioeconomic diversity amongst Asian immigrants is further demonstrated 

in Figure 12, which shows the income distribution for selected immigration cohorts. For each new 
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cohort, it is clear that the frontiers of income are being pushed forward, likely due to the 

aforementioned change in H1-B visa policy and the influx of wealthy international students. 

However, the majority of immigrants still fall within the lower income ranges even within the 

latest cohort of 2010 to 2020 and the overall shape of the distribution remains skewed left, showing 

that the seeming socioeconomic success of Asian immigrants is driven by the minority ‘success 

stories’.  

5.4 The Illusion of the Model Minority Effect 

  
Interpretation of Table 2 revealed that the model minority effect can be accounted for by 

controlling for education and that ethnic disparities may be the driver for Asian American 

inequality. Table 4 highlights the issue of ethnic disparities by regressing on an all-Asian sample 

to reveal that each ethnic group experiences not being perceived as the model minority differently 

– de-identification is costly for Southeast Asians when interactions with education are considered, 
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while de-identification is beneficial for Indian Americans all else equal. Thus, the question that 

remains is how the model minority effect can interact with ethnicity effects to influence Asian 

American outcomes relative to their white peers.  

Figure 13A addresses this question by displaying the coefficient on just the ethnicity 

variable before and after controlling for education and adding interaction terms between ethnicity 

and education. As expected, Indian Americans perform better relative to other Asian ethnicities, 

some of which have negative coefficients. After interaction terms are added however, the gap 

between ethnicities increases and all ethnicity coefficients become positive. This indicates that 

there is indeed a ‘model minority effect’ relative to white Americans when coefficients of ethnicity 

alone are taken into consideration. Figure 13B plots the coefficients on interaction terms from the 

same set of regressions. The negative coefficients on the interaction terms with education once 
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again confirms that the model minority effect is only superficial and college-educated Asian 

Americans still face substantial disadvantages in the labor market relative to their white peers. 

 Decomposing the ethnicity variables into individual country-of-origin variables in 

Appendix Figure 1 widens the range of coefficients even further, once again making it clear that 

there is no singular Asian American experience. 

6. Implications and Conclusion 
 It is first important to acknowledge once again that while Asian Americans still face 

barriers to success and labor market penalties associated with ethnicity differences, their struggle 

is not meant to be compared to the struggle of other minority groups in the United States. In their 

2004 paper, Bonilla and Silva include Southeast Asian Americans as a part of the ‘Collective 

Black’, suggesting that they face discrimination on a comparable level to Black and Hispanic 

Americans. As earlier discussed, this is hardly the case as Southeast Asian Americans are still able 

to access the model minority privilege on some level. However, Sakamoto’s opposing viewpoint 

that class characteristics and education are the key determinants of socioeconomic differences 

among Asian Americans is not entirely accurate either, as ethnicity and country-of-origin clearly 

influence educational attainment and income on some level. As a result, Asian Americans exist as 

a white-adjacent minority group, with complex intergroup and intragroup social dynamics that 

cooperate to present the positive image of the ‘model minority’. 

 This thesis focuses mainly on the disaggregation of data to display hidden socioeconomic 

trends centered around ethnicity and country-of-origin, with a particular focus on education. This 

is by no means comprehensive, and there are several limitations within the data including the poor 

categorization of Asian American country-of-origins in earlier years of the census. As a result, the 

category ‘Other Asian’ may also consist of some of the named countries-of-origin in the newer 
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iterations of the American Community Survey. However, the trends uncovered from data 

disaggregation remains an important starting point in the discussion of whether Asian Americans 

should truly be considered a monolith. While the broader label of Asian American can be unifying 

and convenient for political action, when it comes to data collection that will inform policy 

decisions and guide public expectations, it might be time to reconsider the homogeneity of the 

Asian American racial group. 

 Although this thesis has disproved the notion that all Asian Americans fit into the image 

of the model minority, there is no doubt that the model minority myth affords some level of 

privilege to Asian Americans. However, widening ethnic disparities in several aspects such as 

educational attainment, income, and returns on education also exist underneath the veneer of 

privilege. Given the compounding effect of generational wealth transfers, it is highly likely that if 

left unaddressed, these disparities will further continue to reinforce socioeconomic stratification 

within the Asian American community. Due to the rationality of privilege, it is within the best 

interests of both the current racial hierarchy and more successful Asian American groups to 

maintain the image of the perfect model minority – to quell conversations around structural racial 

inequality and to continue reaping what little benefit the concept of the model minority affords 

respectively. Incorporating group dynamics and the influence of social forces on socioeconomic 

outcomes is incredibly important in helping us understand the circumstances of Asian America 

and how to best address it. 

 Future work on this issue could focus on the other complexities hidden within the Asian 

American community by looking at the socioeconomic attainment of first-generation and later-

generation Asian Americans, as well as the intersectionality of cultural identities – for instance, 

the Chinese diaspora in Southeast Asia could mean that someone who is Southeast Asian may be 
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able to access the model minority effect in the same way as someone who is East Asian. However, 

given the complex reality and diversity of the Asian American experience, ultimately future work 

on Asian American inequality in the economics discipline must focus on more detailed data 

disaggregation in order to uncover long-standing trends of inequality within the community. It is 

even more important to acknowledge the model minority stereotype for what it is – a harmful myth 

that ultimately only serves the racial hierarchy and obscures intragroup inequality. 
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