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Diversity: good or bad?

Positive and negative effects of diversity in
oroduction functions, preferences for public

policies, interpersonal interactions.



Production function
« /0007

e Diversity of skills, variety of inputs in a Dixit
Stiglitz production function

e More variety more productivity

e But: difficulty in communication in teams
(Lazear)

e Optimal amount of diversity in production?
Inverted U curve?



Preferences
«.__ 7

e Preferences for homogeneity of culture,
language, ethnicity religion or preferences for
diversity in a group”?

e Most survey and experimental evidence
suggest that most people prefer homogeneity



Preferences and Public Policies
« /7

e It seem easier to enforce "good public
policies” in more homogeneous places.

e Diversity hard to manage.

e U curve her as well? Two equally sized
groups versus many small groups? James
Madison Federalist paper




Social capital, trust
S

e Lower in places with more heterogeneity.

e Evidence from experiments, surveys and
observed behavior.

e Hard to think of a U curve here.



Hypothesis
-

e Diversity may be productivity inducing, at
least to a point because of variety of inputs
and skills

e This effect is larger the more developed is
the economy because variety is more
valuable and institutions to deal with
complexity are more developed



Hypothesis
-

e But: how correlated is diversity in skills in
production and ethnic diversity?



Hypothesis
-

e Provision of public goods lower with heterogeneity

e [wo reasons: do not want to physically share a
public good with other races (say a swimming pool)
or different preferences over types or location of
public goods (a public swimming pool in a white
suburb or a public school in a black neighborhood)

e T[rust, social activities social capital lower with more
heterogeneity



Measurement
<« 1

e Ethnicity= Language (Atlas Novi Mira)

e Problematic in Latin America and US Black
and Whites in the same groups

e Ethnicity= Language + Skin Color (data set in
Alesina et al J Ec. Growth 2004)



Index
«_«. 0001

e Probability that two randomly drawn
individuals belong to the same group

e |s it the correct one?

e James Madison argument in Federalist
papers
e Polarization index



Results
« ]

e Ethnic fragmentation and growth; Easterly
and Levine (1997)

e Ethnic fragmentation in rich and poor
countries, iIn democracies and non

e Remember endogenous institutions!



TABLE 1
FRACTIONALIZATION AND LoNc-RUuN GCROWTH
(DEPENDENT VARIABLE IS CROWTH OF PER CAPTTA 1)

ETHMIC LAMCIUACE
Variable 1 o a 4
Durmmy for the 1960s 0059 0.153 0,065 0,156
(3.357) (5.144) (A.563) (5.248)
Dummy for the 1970s 0057 0.155 0062 0161
(3.093) (5.222) (23,2800 (5.333)
Dummy for the 1950s 0036 0.141 0042 0.145
(1.940) (4,601 (2.21.3) (4.725)
Dummy for Sub-Saharian
Adfrica 00 O 0L O1E i N 014
(-1.5300 (2853 (—2025) (-2.595)
Doy for Latin America
and the Caribbean 0016 011 D019 -0D1s
(-4.458) (-2.923) (-5.252) (—4.201)
Log of initial income SN -0LD1s SO N LE ] -0 s
(-1.499) (-3.767T) (- 1L.E6E00 (-3.724)
Log of schooling 012 0005 0011 0LDi0s
(2. TETY (10920 (2527 (15559 )
Assassinations -21.342 -13.988
(2,212 (-1
Financial Depth .01 0010
(1.79S) (15520
Elack Market preminm 021 -0z
(4.738) (-4.953)
Fiscal Surplus/CDP O 0,132
8.369 (3.47T4)
Log of telephones per worker
(0 00E) L0
2078 (1.458)
Fractionaliza tbhon 0020 -0.014 SN R 0021
(=5 005 (-1.795) (=209 7T0) (-2.8551)
Mo of Observations 52, 88. 94 4, GO, G5 82, 85, 92 A0, 68, 65
R-squared 24, 17, .45 32, .43, 54 21. .21, .30 .36: .4T; .52

(t-statistics in parentheses)

Estimated using Seemingly Unrelated Regressions: a separate regression for each ten year

period.




TAEBLE 2
FRACTIONALTIZATION AND Lonc-RUuN GCROWTH
(DEFENDENT VARIABLE IS CROWTH OF FPER CAFTTA (1)

ETHMNIC LAMOGITACE
Variable 1 2 a A4
Dumimy for the 1960s 0G4 0.2:220 00098 0.253
(25227 (5.115) (39107 (G827
Dummmy for the 1970s DG 1 0.2:265 0095 0,250
(236590 (5.179) (3. T35) (G.897)
Dumimy for the 1980s HEN] 0. 209 0077 0.245
(1.542) (4. 757) (2.951) (G.411)
Dummy for Sub-Saharian
Adfrica 0T O i N -1l
(-1.574) (-2.470) (-1.478) (-2 138)
Drnamy for Latin America
and the Caribbean 001G O o2 1 “1e
(-4 386 (-3.233) (-5.517) (-4 T8T)
Log of initial income 00 0027 - 00Ds 0031
(-1.297) (-4.253) (-2.420) (-5.523)
Log of schooling 0012 O A00G o011 0005
(2. 7TTS) (1.112) (2.599) (1.95E6)
Azsassinations -21.850 -16.919
(-2.2113 (-1.303%
Financial Depth 0011 0,005
(1.549) (1.385)
Black Market premium 0021 020
(4. 736) (-4, 729
Fiscal Surplus/GDP 01306 0. 146
(2.615) (4.045)
Log of telephones per worker
OOy 005
(2.532) (19590
Fracetionaliza tion -0 -0, 129 -0.05 -0.214
(- .G35) (-Z.5319) (-1.5351) (-4 .382)
Fractionalization ™ log of
initial incone (ANITIN] 0.0 15 O .OHS .0OZ5
(.227) (20854 (1.27%9%) (30977
Mo of Ohservations 52. 848. 04 4. 59, B6 S0, 85, 92 A0, BG&. 65
R—Squa]'ed 23 18 .35 AT 48, 55 25 85, 28 L3R 55 .56

{t-statistics in parentheses)

Estimated using Seemingly Unrelated Regressions: a separate regression for each ten year

period.




TABLE =
FRACTIONALIZATION, DEMOCRACY AMND LOoNG-HEUN (ZROWTH
(DEFENDENT VARIARLE IS CROWTH OF FPER CAFITA (1P

ETHMIC LAMNCUACE
Wariable 1 2 3 4
Dummy for the 19680s 0050 0,153 0073 0.159
(322000 {50900 (A.5897) (5.231)
Dy for the 19708 0055 0.155 DS 0. 162
(28690 (4.953) (341850 (52200
Dy for the 19808 0035 0.137 0S50 0. 146
CLUTE (4.355) (2. 4200 (46320
Durmmy for Sub-Saharian
Africa —0 S 0 DG 01
(-1.528% (-2.493) (-1.371) (-1.805)
Dy for Latin America
and the Caribbean 06 .y O D2 0D LT
(-4.521) (=301 (-5.324) (-4.057 )
Log of imitial income 00 “0LDS O e
(-1.519) (-3.933) (-2.274) (- 02
Liog of schooling 0012 0007 0.01= 0010
(2.842% (1.35%1) (2 10s) (19590
Assassinations -23.495 -14.057
(-2.423) (-1.0450
Financial Drepth 012 0012
(1.951) (1897
Elack Market preminm 0021 -0L02A
(-4.828) (-5, 159
Fiscal Surplus/CIDP O.117 0.131
{3 00GE00 (35200
Log of telephones per worleer
O 00NG TN E!
(2.185) (16100
Fractionalization -4 -0 2 -0 LT -L00s
(-1.8550G) (-0 2330 (-E2.187) (- 85T7T)
Democracy (NN L3 (W2 L RN
(.RGT) (1.833) {12390 (2. 0GA)
Fractionalization ™
IDemocracy - -0 S -0 S -0 S
(=1 .230) (-1.871) (-1.5%585) (-2 A59)
Mo of Ohservations S2. 87. 93 4. GO, &5 S0 85 90 20, G&8: 65
F-squared 24, 19 .24 L33 4G 54 21 .26. .27 L35 52 .52

(t-statistics in parentheses)

Estitnated using Seemingly Unrelated Regressions: a separate regression for each ten year

period.




TAEBLE 4

FrRACTIONALIZATION, DEMOCRACT AMD Lonc-REunN GROWTH

(DEPENDENT VARIARLE IS CROWTH OF PER CAFITA S DF)

ETHMNIC LANGUACE
YVariahle 1 3
Dy for the 1960s 0.118 0.1538
(ENG (5.595)
Dummimy for the 1970s 0.115 0.155
(4.356]) (5.197)
Dummimy for the 1980s 0,096 0.117
(5,562 (4. 425)
Dummy for Sub-Saharian
Adrica -0L005 -0,003
(-1.053) (-0 BES)
Drirmmy for Latin America
and the Caribbean 0017 -0.020
(-4.793) (-5.267)
Log of initial income -0l -0.014
(-3.3898) (-4.247)
Log of schooling 0,012 0.012
(2.5875) (2,979
Fractionalization =0, 145 0L 1T0
(-3.5 100 (-4.133)
Fractionalization ~ log of
initial income LR B 0020
(3.233) (3. 7659
Democracy OO LU B
(0.G6G5) (1.228)
Fractionalization ©
Democracy =2 -0 (M3
(-1.057) (-1.5944)
MNo of Observations S2: 87 93 B 85; 90
R-squared 21 .58 .30 A0y 39 25

(t-statistics in parentheses)

Estimated using Seemingly Unrelated Regressions: a separate regression for

each ten year period.




Results: quality of government
S

e On measures of quality of government
Shleifer's gang: “quality of government”
paper: broadly speaking lower quality of
government with more ethnic fragmentation,
especially if one does not control for income
levels



Segregation
-

e Alesina Zhuravaskaya (2009) data collection
of measures of segregation

e Data soon available
e Correlation with quality of government
e Migration, endogeneity, instrumental variable



Table 1: The most and the least segregated countries

Most segregated: Least segregzated:
Ethnicity
5 F g F
Zimbabwe 039 0,32 Germany 0.001 0.12
Guatemala 038 0,42 Sweden 0001 .12
Afghanistan 037 0,63 MNetherlands 0. 001 0,20
UUzanda 037 0.8%8 Clambodia 0001 0.06
Turley 036  0.22 Korea 0. 002 002
Language
S F s F
Guatemal a NS RY) 0. 36 Hairi M EIRN NI
Zimbabwe .39 0.32 Sweden 0001 .12
Aftghanistan 037 0,63 Burkina Faso 0001 .51
Uganda 0.37  0D.=% Clambodia 0001 0.0
Tharkey 036 0.22 I or e 0,002 0.02
Beligion
5 F S F
Indonesia 027 0,21 Turkey ooooon 0ule
Bulgaria 0.23 0.22 Clhale 00002 0.4
Tanzania 0,22  0.73 Paraguay 00,0003 0,16
Migeria 020 0,66 Portuzal 00005 0.12
Incia (.1t .31 Iramn OOy (O

MNote: S sepregation index; & ractionalization 1ndex



Table 2: Correlation table: Segregation and the quality of government

“ﬂlglgetlnn mdices

Ethnic M Languag e Rhnuu‘? Et1111|1h‘~ Lang vaigimn §
Voiee 036 -().3() (.25 .47 -EMG .19
Political stabilty 055 .45 (.33 1,56 .54 -(0.30

Government effectiveness  -0.35 .24 .27 (.35 (.32 -0.23
Regulatory quahity 0.4 1.4 0.2 .35 .32 .23

Rule of law — -0.40 (.30 0.2 140 {138 (.25

Control of corruption — -0.36 {127 041 {137 (1,36 027




Table 3: Segregation and the rule of law, OLS regressions
Rule of law
(1) (2) (3) (4) (5) (6)
Segregation [(ethnicity) -2 ROFFF -1.207F
[0.72] [0.52]
Fractiomalization (ethnicity) -1.20%%%  0.01
[0.25] [0.22]
Segregation (language) —l.84%F -1.15%*
[D.71] [0.46]
Fractiomalization (langunage) -1.00=*=  0.22
[0.33] [0.22]
Segregation (religion) —4. . L3FF= o023
[1.33] [D.93]
Fractionalization {religion) 0.76% .36
[0.42] [0.25]
In (population) -0.12 -0.11 012
[0.07] [0.07] [0.09]
In (GDP per capita) 0. .51%=* O Go*=* 41 ==
[0.07] [0.08] [0.07]
In (average size of region) 0.11 0.1 oo0s
[0 03] [0.08] [D.11]
Protestants share O.o0T*= 0005 (RN
[0.003] [D.D04] [D.003]
Mluslims share 000z 0.001 (]
[0.002] [0.002] [D.003]
Catholics share 0002 -0.003 -0.003
[C.002] [D.002] [D.002]
Latitude 0.2 0.4 o.7Ts
[ L4 [O.4] [D.58]
Engli=sh legal origin [ 0.1z o=
[0.13] [0.17] [0.15]
German legal origin 0.38*=* 020 0.36%*
[0.16] [0.19] [D.18]
Sacialist legal origin s -0.43* -0.34
[0.18] [0.22] [0.22]
Scandinavian legal origin -0.0G -0.07 O
[0 28] [0.38] [D.00]
D'emocratic tradition O.gG=*= 0o.07=*= OOy =*
[0.02] [0.02] [0.03]
MMountains 009 0.22 .0z
[0, 16 [0.17] [D.20]
Clonstant O 7G=F= -4 2RFFF . 0.53FFF -4 32FF= 0.2 -3 3RFF=
[0.17] [0 80 [D.20] [0.77] [0.15] [0.75]
Observations 97 o7 92 92 TS TS
R-squared 0.24 088 0.15 087 0.12 =4




Table 4: Ethnic and linguistic segregation and the quality of government, OLS

Ethmcity Language
Voice Political  Govern-t  Regul. Rule of  Control  Voice Palitical Govern-t  Regul. Rule of  Contral
stability  effectiv.  quality  law of corr. stability  effectiv.  quality  law of corr.
Panel A Baseline: All controls and full sample
Segregation -L.18*F  -1O8FFF 045 -0.88 -1200% 0 -0.57 SLARTEE O LRRFEE 05T -0.69 -1L15%F -0
[0.51] [0.64] [0.57] [0.78] [0.52] [0.55] [0.47] [0.58] [0.50] [0.69] [0.46] [0.49]
Fractionalization  0.16 0.1 0.05 0.17 0.01 -0.14 0.26 0.05 0.31 0.3 0.22 0.06
[0.21] [0.27] [0.21] [0.25] [0.22 [0.23] [0.19] [0.27] [0.23] [0.26] [0.22 [0.25]
R-squared (.84 0.74 (.86 (.78 (.88 0.87 0.84 0.75 (.86 0.77 0.87 (.86
Controls — yes ves ves ves ves ves ves ves ves ves ves ves
Sample  full full full full full full full full full full full full
Obs. 07 a7 o7 o7 a7 a7 02 02 02 02 02 02
Panel B. No controls and full sample
Segregation -2.36%FF  3T7FHF 1 RGHT -172FF 0 J250%FF 0 JQ1GFFF O JLRIFFF 2017 1227 -1.03 -1LE4FE 153
[0.69] [0.67] (0.72] [0.85] [0.72] [0.72] [0.66] [0.67] [0.72) [0.79] [0.71] [0.74]
Fractionalization -080%*%  -072%%%  -133*%%  006%FF  -1200%F  -1.30%%%  -0.75%F  -0.72%%  -LOR*F -0.0917FF -1.007FF S1IRTHE
[0.29] [0.26] 0.28)] [0.24] [0.28] [0.30] 0.30] [0.30] [0.33] 0.27 [0.33] [0.35]
R-squared  0.18 0.34 0.22 0.19 0.24 0.23 0.13 0.24 0.13 0.13 0.15 0.15
Controls no 1o 1o no 1o 1o no no 1o no no 1o
Sample  full full full full full full full full full full full full
Obs. 07 7 u7 07 7 7 92 92 92 92 92 92
Panel C: All controls; sample excludes dictatorships
Segregation -2 12%F%F  _240%FF ] [RFF -1.56%F SLTAEEE O JLATTRE O JLTIRFE O JLRIFRE O S006F -1.06 S b O
[0.46] [0.63] [0.50] [0.75) [0.49] [0.50] [0.48] [0.59] [0.45] [0.69] [0.41) [0.44]
Fractionalization  0.47%% 015 0.27 0.24 0.19 0.04 0.39* 0 (.36 0.21 0.2 0.00
[0.17] [0.29] [0.19] [0.23] [0.20] [0.21] [0.22 [0.31] [0.25] [0.25] [0.24] [0.25]
R-squared (.85 0.78 (.89 (.80 (.89 0. 90 (.83 0.80 0.89 0.78 (.90 0.89
Controls  yes yes yes yes yes ves ves ves yes ves ves yes
Sample  demoe democ democ demoe democ democ demoe democ democ demoe democ democ
Obs. 77 i) i i i) i 75 7h 75 75 7h 75

Note: Robust standard errors adjusted for heteroscedasticity in brackets.

* significant at 10%; ** significant at 57; *

&

* significant at 1%.



Table 5: Religious segregation and the guality of govermment, OLS

Religion

Voice Political Govern-t Regul. Rule of Clontrol
stability  etfectiv. quality lawr of corr.
Panel A Baseline: All controls and fll sample
Segregation (.51 -0.97 0.25 0.9 0.03 .11
[0.91] [1.20] [0.88] [0.85] [0.93] [0.84]
Fractionalization 0.13 (.50 .43 015 0, 36 0,527
[0.25] [0.35] [0.27] [0.23] [0.25] [0.28]
R-squared  0.514 0679 0. 835 0. 762 0, =349 0. =31
Controls  ves ves Ves VEs Ves Ves
Sample  full full full full full full
Oihs. it it it it it it
Fanel B. No controls and tull sample
Segregation -3.71%%F 4. 72¥FF 4 209%FF -3.53%FF  _4.53%FF _L.O0T7FFF
[1.40] [1.39] [1.29] [1.25] [1.33] [1.32]
Fractionalization  0.787% 0.72%% 0.75% 0.637 0.76% 0.94%F
[0.40] [0.35] [0.43] [0.37] [0.42] [0.44]
B-squared 0,109 (0.153 .11 0103 11 (. 146
Controls  no o T T T T
sample  full full full full full full
Obs.  TH i TR T TH TH
Panel C: All controls; sample excludes dictatorships
Segregation  -(0.23 -1.3 053 0.3 0,06 .39
[0.92] [1.11] [0.78] [0.85] [0.51] [0.72]
Fractionalization  0.49%% 0.GE* 0.45 0, 00 0. 36 0,45
[0.24] [0.37] [0.28] [0.25] [0.26] [0.30]
R-sqnared  0.809 0.722 0862 0. 759 0. =61 0. 854
Controls  ves ves Ves VEs Ves Ves
Sample  democ democ demaoc demooc democ democ
Obs. 64 G4 G B 6 6




Results: US localities

e Growth;

e Quality of government: Alesina Bagir and
Easterly Qje 1997: composition of
government spending

e Poterba JPub Ec 1995 education spending in
ethnically fragmented cities and interaction
with age



TAELE 5
FRACTIONALIZATION AND POPULATION GROWTH IN LS, COUNTIES
(DEFENDENT VARIAELE IS GROWTH IN LOG OF POPULATION 1970—2000

1 2 3 4
Intercept 0,088 0.902 -0.085 (.906
(-1.G00) -15.66 (-1.G00) (15,690
Log of population 1970 0.034 0,034 0,033 0,036
(5.610) { -G6.860) (3.170) (-6.910) -
Income per capita 19700 a) 95 0071 0,100 -0.068
(6,300 (-5.630) (6,360 (-5.200)
Growth in log of population
1960-1970 1.619 1.620
(44.730) (44.740)
MNortheast 0,396 0.273 -0.396 0.271
(-12.480) (-10.960) (-12.410] (10,500
Central 0,413 0,315 0413 -0.316
(-19.740) (-19.330) (-19.610) (-19.080)
South 0115 0,137 0116 40,145
(-5.220) (-7.950) (-5.0010] (-7.590]
Fractionalization 1960 0.019 0.042
(0,370 (1.050)
Mo of Observations 3133 3120 2120 120
Adj. R-squared A7 50 18 5l

(t-statistics in parentheses)
(a) Coefficient multiplied by 107,




TABILE &
FRACTIOMNALIZATION, [NMOOME ARMND POPULATION (CROWTH IM (COOUNTIES
(DEPEMDENT VARIABLE IS SROWTH IN Lo OF POPULATIORN L9700

grorarth 1 SE0—2000

Zrorarth 19702000

Zrorath 1970200

grorath 19S0 20000

Wartable 1 = = =+ = L] [ =
ImateEroe prt — 220 OaTe LRI 36 1265 —C L Osns DR RSy 8 -39 —(h. 2229
(=2.5000 (T.1700 COLGHDG  (LS.360)  (-1.430) (169300 (-9.530) (-7T.160)
Log of populatton 18E0 LR B= —0L0ES
(2 25 (- 510
Log of populatton 1970 AR ]=Re ] — 0 OLOES 0O
= W s W] (=7 T CE 020 [ =T D]
Laog of populatton 189S0 OLOS D =]
P e T O s =T 1o
Inocorme per capdta 197T0(a) 0216 LU &= O OS5 0. 10OS LSS 0. Or5d
(S S0 [ = L] [RE N e s THK] [ = A= )] = SRR L ] [ =R )]
Incoime per capdta 19500a) D0Zs (LN
D=0 ] O T
Crowrth i log of population
1950— 1950 LU= L b
(0. S8
Crowrth i log of population
19G0— 1970 LS1s L5232
b=k S0 S = Shrla) ]
Crowrth i log of population
197T0— 19S50 1w
(SRS
MNortheast - 3TE -0 236 =0 BES — 250 =405 0 2055 -0.Z53 =0 LT
(-2, 110 (-5.990) (-12.030) (-1LO.350) (-1Z263) (-1LOuEE0) (12 465600 (-1.0S00)
Central — 445 -0.569 —h 1 R IO B —C 420 AT .25 2 — gy
(=16, 23G0) (-14.260) (-19.530) (-18.990) (-19.87) (-19.010) (-1S5.650) (-3.500)
South — S5 —OL O S =0 L3 L Pt —0. 101 I 2 —OLOaT — s
(-2.5000% (-1.670) (55320 (—-S.450) (-4.410) (-7.720) (-4.990) (-2.590)
Fractionalization 1960 - TET ¥ M E ELE N o | ELE SN s
(32700 (-4 250) (-3.3840) (-3.TT0)
Fractionalizadion 1960~
Invoormye prer caprita D970 0m) LEE B B L o | .297
UbE M= e L) < ERERR) (3O
Fractionalization 1970 L N ) ELEISE 35 % ]
(. T TNy (- TR
Fractionalization 1970 7
Invcomye prer capdita D970 (m) ool o151
(20 (Z. 1)
Fractionalization 19540 OGS LR B
R T k) LR R0
Fractionalization 1950 ™
Tnveomeey e capritan 1S Ca) SRS LEBLE bl |
(-1 70y (.70
Mo of Obhservattons SF1Z0 S0 S1Z0 SZ1Z0 SILEE S1Z0 ST G133
Add). B-sgquared R = 29 A= E=ln] As E=ln] 20 S

(t-statistics in parentheses)
(a) Coeflicient multplied by




TABLE I
VARIABLE DEFINITIONS
DBESERVATIONS ARE FOR 1990 UNLESS OTHERWISE MNOTED

Ethnicity

Ethnic fractional-  Measures the probability that two persons drawn randomly

ization from the population belong to different self-identified
ethnic groups (white, black, American Indian, Aslan, and

other), hence ranges from 0 (complete homogeneity) to 1

(complete heterogeneity]
Ethnic fractionaliz. Ethnic Fractionalization Index in 1980

1980
Black Black, fraction of total population
American Indian  American Indian, Eskimo, or Aleut (fraction of total popula-
tion)
Asian Asian or Pacific Islander, Total (fraction of total population)
COther race Mot Black, American Indian, Asian, or White (fraction of

total population); proxy for Hispanic
White White, fraction of total population




TABLE 1
[CONTINUED)

GoverTirment

Intergowvt revenue
per capita

Taxes per capita

Surplus per capita

Surplus per capita
before transfers

Debt per capita

Expenditure per
capita

Share of spending
on health

Share of spending
on education

Share of spending
on police

Share of spending
on fire protection

Share of spending
on roads

Share of spending
on welfare

Share of spending
on sewerage and
trash pickup

Spending on roads
per capita

Revenue from transfers from higher levels of government,
per capita, 1990-1991

Total local government taxes per capita, 1990-1991

Fer capita local government surplus

Fer capita local government surplus excluding intergovern-
mental transfers from revenue

Fer capita local government debt outstanding

General local government expenditure per capita, 1990-—
1991

Fraction of general local government expenditure for health
and hospitals

Fraction of general local government expenditure for educa-
tion (metro and county only)

Fercent of general local government expenditure for police
protection

Fraction of general local government expenditure for fire
protection (available for cities only)

Fraction of general local government expenditure for high-
wWays

Fraction of local government direct general expenditures for
public welfare (metro and county only)

Fraction of general local government expenditure for sew-
erage and trash pickup (available for cities only)

Fer capita expenditure on highways



TAELE I
[CONTINUED)

Income, education, and population

MNumber of house-
holds

Fraction of popula-
tion =64

Log of population
Median household
income

Income per capita
Income per capita,
1979

Percentage BA
graduates

MMean to median
income ratio

Mumber of households
Fraction of population that is 65 years or older

Log of population
Median household money income, 1989

FPer capita money income, 1989
Per capita money income, 1979

FPersons 25 years and over. fraction with Bachelor's degree
or higher

Ratio of mean to median household income, constructed
from above variables




TAEBLE III
D'EFPEMDENT WARIABLE [5 EXPENDITURE SHARE ON Eoaps, CITY SAMPLE

EHS var. 1 2 3 4 5 G

Constant 0.14 0.12 0.18 0.18 0.29 0.28
(31.44) (14.07) (7.35) (7.40) 9.33) (9.22)

Ethnic fractionalization  —0.098 —0.000 —-0.080 —-0079 —-0060  —0.083
(—B.69) (—7.68) (—6.39) (—6.34) (—4.72) (—6.38)

Income per capita LIIE06 1L14E-06 7.00EO7 —14TE-OT 9.34E-07
(2.52) (2.56) (1.30)  (—0.26) (1.70)

Log of population —0.006 —0006  —0006 —0.006
(—2.66) (—2.72) (—262) (—2.86)

Percentage BA graduates 0.028 0.085 0.007
(1.25] (3.42] (0.26)

Mean to median income —0.096  —0.047
ratio (—6.03) (—2.86)

Fraction of population —0.253
=65 (—6.25)
Mo. of obs. 1020 1020 1020 1020 1020 1020
Ad) R# 0.07 0.07 0.07 0.07 0.11 0.13

Heteroskedasticity-correctad fstatistics are in parentheses,



TABLE IW

COoOEFFICIEMT= O ETHMMNIC 1M Two RECRESSIONS FOR EXPEMNDITURE SHARES

Repgressions
1 (1o & (=ll
Dependent variable: corntrols) corntrols) #obs Ay, =
Cdey
Share of spending on roads —OL0as —OL0s3 1020 o113
(—8.G09) (—G.38)
Share of spending on sewerage and trash — LT —ioLoTa
pickup (—2.97) (—4.34) 1020 009
Share of spending on police [ Ear [N =R ] 1020 L
(4.58) (T.3T)
Share of spending on fire protection — Oz — O 1020 005
(— O 18D (— . 40)
Spending on roads per capita —3FG.4 —37.0 1020 0o
(—4.30) (—32.59)
Sedesrao
Share of spending on roads —OLODTaE —OL0ss 04 .22
(—9.14) (—4.54)
Share of spending on police LR = o020 F04 n.1s
(4. 2G) (2.39)
Share of spending on education — 0. 145 —O. 174 I04 o117
(— 421} (—32.G2)
Share of spending on healch o219 0269 304 L
(5.4G) (A03)
Share of spending on welfare — O30 — 0047 04 ool
(— 1.73) (—2.62)
Spending on roads per capita — 1327 — 111 F04 on.15s
(—7.19) (—4.44)
L= TN T f g b
Share of spending on roads — DT E — L0555 1386 .21
(—15.TZ) (—D.ZG)
Share of spending on police o=l LN e 52 1386 .20
10, 995) (10.44)
Share of spending on education — 0. 1 — L 103 1386 o132
(—5.27) (—4.18)
Share of spending on healch o138 0.125 1386 ooy
(G.T8) (5.02)
Share of spending on welfare — 043 e A E | 1386 005
(— G4 1) (— 703D
Spending on roads per capita — 1320 —oaG 1386 o.11
(—1=3.29) (—T.20)

Fegressions 1 and 6 include the ==t of cormtrmol variables that are in regressions 1 and & in Tabls ITI.
Hetamskaedasticity-corrected s-statistics are im paresnthesas.
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