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Overview

B Research Question: Does ethnic diversity have any impact on the
social relationships and public goods outcome?

B Identification Strategy: Natural Experiment: Public housing
allocation in France (exogenous w.r.t ethnicity) to analyze the effects
of ethnic diversity at neighborhood level

B Results: Higher diversity leads to:

◦ more vandalism (social norms: less other regarding preferences)
◦ poor quality of housing (collective action)
◦ but has no effect on public safety (social anomie)
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Previous Literature & Contribution

B Has looked at the relation at country or county level

B Has relied mainly on IV
major concern: exclusion restriction
e.g. pre-colonial patterns of settlement has no direct impact on present-day
ethnic relations (Miguel, 2004)
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Background

B Habitations a Loyer Modere (HLM) - State planned moderate cost
rental apartments

B Allocated to natives and immigrants without concern for cultural and
ethnic background

B Eligible population is three times as large as the vacant dwellings

B HLM inhabitants rarely move
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Fractionalization Index

B Standard Ethno-linguistic fractionalization (ELF) index

B The probability that two randomly drawn individuals from a given
population belong to different groups

ELFj =
i=N∑
i=1

sij(1 − sij) = 1 −
i=N∑
i=1

s2
ij

where sij denotes share of group i in area j

Hasin Yousaf (UC3M) Social Effects of Diversity at Local Level October 7, 2014 5 / 16



Private vs Public fractionalization
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Main Specification

Yjkl = α + βELFl + γXj + δZk + µWl + εjkl

Yjkl Housing Outcome of Interest

Xj Household Characteristics

Zk Building Characteristics

Wl Socio-Economic Characteristics of the Block
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Public Housing Outcomes
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Ethnic Diversity and Dissatisfcation with Housing
Conditions

A 1 standard deviation increase in ethnic diversity gen-
erates an increase of 0.067 standard deviations in the
dissatisfaction with housing conditions
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Ethnic Diversity and Vandalism

1 sd increase in diversity leads to 0.128 sd increase in probability of
observing graffiti
The effect is comparable to the effect of local unemployment
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Ethnic Diversity and Poor Housing Quality

1 sd increase in diversity leads to 0.0524 sd increase in probability of
elevator outage in the last 3 months
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Ethnic Diversity and Public Safety
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Robustness

B Principal component of all the factors together

B Objective measures (various types of housing repairs) instead of
subjective measures

B Results not driven by a particular nationality

B Effect of diversity on perception of quality of public goods at city,
department or state level

B Fractionalization index based on French speaking
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Exogeneity Tests

B Correlation between the hourly wage of the movers and the level of
diversity of the area into which they just moved

B Correlation between nationality of individuals moving into a new area
and the share of the area’s population of the same origin

B Correlation between other individual characteristics (such as
education) of the movers and the level of diversity of the area into
which they just moved
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Discussion & Conclusion

B More vandalism reflects lack of social norms such as other regarding
preferences

B Poor quality of housing reflects lack of collective action

B No effect on public safety reflects in-group policing mechanisms
(Fearon & Laitin, 1996) or social anomie
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