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Abstract

Several scholars have concluded that ethnic diversity has negative consequences for social
trust. However, recent research has called into question whether ethnic diversity per se has
detrimental effects, or whether lower levels of trust in diverse communities simply reflect a
higher concentration of less trusting groups, such as poor people, minorities, or immigrants.
Drawing upon a nationally representative sample of the German population (GSOEP), we
make two contributions to this debate. First, we examine how ethnic diversity at the neigh-
borhood level-specifically the proportion of immigrants in the neighborhood-is linked to
social trust focusing on the compositional effect of poverty. Second, in contrast to the major-
ity of current research on ethnic diversity, we use a behavioral measure of trust in combina-
tion with fine-grained (zip-code level) contextual measures of ethnic composition and
poverty. Furthermore, we are also able to compare the behavioral measure to a standard
attitudinal trust question. We find that household poverty partially accounts for lower levels
of trust, and that after controlling for income, German and non-German respondents are
equally trusting. However, being surrounded by neighbors with immigrant background is
also associated with lower levels of social trust.

Introduction

Over the last decade, scholars in political science, economics, and sociology have repeatedly
debated whether ethnic diversity constitutes a threat to social cohesion. While a few empirical
studies have concluded that ethnic diversity has a negative effect on trust in the U.S. [1-2], as
well as in some European countries [3-8], this line of research has been challenged on both
conceptual and methodological grounds [9-13]. This paper makes two contributions to this
debate. First we examine how ethnic diversity at the neighborhood level-specifically the pro-
portion of immigrants in the neighborhood-is linked to social trust focusing on the composi-
tional effect of poverty. Second, we use a novel behavioral measure of trust from a trust game
embedded in a large-scale survey with a representative sample of the German population
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together with newly available fine-grained contextual data on neighborhood ethnic diversity
and poverty.

Much of the empirical literature that finds a negative relationship between ethnic diversity
and social trust intuitively explains this with the idea that living amongst “ethnic others” cre-
ates anomie or social isolation, which erodes interpersonal trust both within and across ethnic
groups [2, 6, 13-14]. In Putnam’s own words, Americans living in heterogeneous communities
tend to “hunker down”, withdrawing from public and social life [2].

More recent work has proceeded to qualify the negative relationship between ethnic diver-
sity and trust, often challenging the argument that ethnic diversity per se has detrimental
effects on social cohesion. In particular, recent analyses have highlighted the importance of
two compositional effects. First, ethnically diverse communities are not simply characterized
by different patterns of intra and inter-group interactions, but are also composed of different
ethnic groups with potentially different baseline levels of trust, which may in turn lead to
lower average trust in a neighborhood. An example of how ethnoracial composition may influ-
ence the relationship between diversity and trust comes from a reanalysis of Putnam’s [2] data,
in which Abascal and Baldassarri [13] show that the negative association between ethnic diver-
sity and self-reported trust is an artifact of non-whites’ lower baseline levels of trust, coupled
with their overrepresentation in heterogeneous neighborhoods. Once one takes into account
that whites have higher levels of trust than Latinos and blacks, and that diverse neighborhoods
have fewer whites, the supposedly negative effect of ethnic diversity disappears. Similar ethno-
racial compositional effects have also been found in Europe [15-17].

Moreover, ethnically heterogeneous areas also tend to be poorer, and thus concentrated
economic disadvantage, rather than ethnoracial diversity, might be at the basis of their lower
cooperative capacity [13, 18-20]. The concentration of poverty in highly diverse areas is not
just a common phenomenon in the United States but also in Europe [11, 21-26]. In the Ger-
man context, too, individuals of “migration background” tend to live in neighborhoods that
are both ethnically more diverse and poorer than comparable adjacent neighborhoods [22]. In
fact, most studies on ethnic diversity and social capital control for income or unemployment
status in their analyses at the individual and/or neighborhood level, albeit typically in order to
avoid reporting spurious effects ([12], p. 467). Studies that explicitly compare the effects of eth-
nic heterogeneity and socioeconomic deprivation are rare but have shown that the negative
effects of economic deprivation outweigh those of ethnic diversity in the UK [24, 27].

In this paper, we address the effects of two types of poverty—community level and individ-
ual-which we link to new empirical evidence from the experimental social sciences that sug-
gests that poor people tend to have lower levels of trust [28-29] or are less trustworthy [30].
Importantly, if poor people tend to live in heterogeneous neighborhoods, it becomes critical to
decouple the alleged “effect” of ethnic diversity from that of poverty in undermining trust and
public goods provision. New behavioral evidence from trust experiments have shown that
higher-class individuals in Germany are more trusting and trustworthy in an economic game
when interacting with a stranger than lower social class individuals [28] Similarly, in a city-
wide experiment on trust discrimination among inhabitants of Zurich, Falk and Zehnder [29]
found that economic status was key for a district’s reputation and that people differentiate
their investments in the trust experiment systematically depending on where the recipient
lives by sending higher amounts if the receiver lives in a high-income district. However,
Ermisch and Gambetta ([31], p.373) who examine the link between people’s self-reported
financial situation and trust as measured in a trust game in the UK caution that the relation-
ship may not always be linear as they find a U-shape relationship: people trust more when
either they feel they would not lose much or when they have nothing to lose.
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Part of the reason explaining the emerging experimental evidence suggesting that poor peo-
ple display lower levels of altruism and trust could be that such prosocial behavior is crowded
out by financial pressures, which are more pressing upon the poor, and which lead poor people
to be more opportunistic [32-33]. Recent behavioral research also advances the idea that pov-
erty produces a specific mind-set [34-36]. In particular, this scholarship suggests that people
who are subjected to the stress of poverty suffer from higher cognitive load and tend to dis-
count the future more than people who do not live in conditions of chronic disadvantage.
These effects may lead poor individuals and communities to display lower levels of trust and
cooperation. Since poor people tend to interact with other poor people, any effect linking pov-
erty to lower rates of cooperation would be multiplied in poor communities. In sum, poverty,
as well as contextual diversity, may be related to lower levels of cooperation.

Measurement improvements

In this paper, we also improve on previous scholarship on the ethnic diversity debate by exam-
ining evidence from a reliable behavioral measure of trust-an incentivized trust game-embed-
ded in the German Socio-Economic Panel Survey (GSOEP) in 2003-2005.

The vast majority of research on ethnic diversity and social trust is based on survey mea-
sures of generalized trust and in some cases particularized trust, such as trust in neighbors (e.g.
[37]). However, scholars have raised concerns about attitudinal measures of trust, which often
suffer from a range of shortcomings, including that it is unclear whom respondents imagine
when asked about their general level of trust [38-41]. As a consequence, the interpretation of
the question widely differs across individuals and societies (see also [38]). This makes the gen-
eral trust question especially problematic as a reliable measure of social trust in studies inter-
ested in ethnic diversity and outgroup trust [13, 42]. Secondly, the most common formulation
of the self-reported attitudinal measure of trust (“Generally speaking, would you say that most
people can be trusted or that you can’t be too careful in dealing with people?” Response
options are usually: (1) most people can be trusted / (2) one can’t be too careful) does not
define the matter over which trust is to be exchanged: for instance, trusting someone to look
after one’s child is different from trusting someone to return a lost wallet. The first reflects a
judgment about another person’s competence and reliability, while the second concerns a
belief about honesty. Thirdly, the self-reported measure of trust is subject to “social desirability
bias™: since trust is commonly perceived to be a desirable characteristic [43], respondents may
report themselves to be more trusting than they actually are. To address these issues, our analy-
sis uses an anonymous trust game as a behavioral measure of trust. In this way, the social desir-
ability bias is reduced through the use of monetary incentives. More importantly, both the
object of trust (i.e. money) as well as the trust radius (i.e. other GSOEP respondents) are clearly
defined, thus producing a “less-noisy” measure of trust. We elaborate more on our data and
methods below.

Behavioral measures of trust have only been used in few studies on the effects of ethnic
diversity. Exceptions are field experiments, such as Koopmans and Veit’s [22] “lost letter”
experiment in Berlin and a replication study in the Netherlands [44], inspired by Sampson’s
research in Chicago [20]. Other evidence using behavioral games stems from research on eth-
nic diversity in the African context [45], on intergroup discrimination after ethnic violence in
postconflict societies [46] and from research on the intra-Jewish cleavages in Israel [47],
although this work is based on different behavioral measures, such as the dictator game and
public goods games. One study on the effects of immigrant-related ethnic diversity in Europe
that also uses the results of a trust game is the recent work of Cettolin and Suetens [48]. How-
ever, differently from our study, which focuses on trusting behaviour, their research design
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focuses on trustworthiness rather than trust, finding that Dutch respondents reciprocate less if
the trustor (Player 1) in a trust game has an immigrant name rather than a typical Dutch
name.

In addition to using a behavioral measure from a representative sample of the entire resi-
dential population in Western Germany and comparing it to a standard attitudinal trust ques-
tion, we complement the GSOEP data with new fine-grained information on the ethnic and
economic composition of local areas (1x1km raster) contained in the Microm-RWI dataset
[49]. This allows us to calculate indicators of local ethnic diversity and neighborhood socio-
economic status at the level of the local postal code. Our data is therefore rich in terms of indi-
vidual-level as well as community-level indicators of ethnic diversity and poverty. The advan-
tage of this granularity is that, conceptually, many of the determinants of social trust are likely
to arise at a neighborhood level. As Schaeffer ([11], Ch. 2) argues in his meta-analysis, the
accuracy of heterogeneity measures and the size of the context are vital to detecting a relation-
ship between ethnic diversity and trust: assuming that neighborhood composition is a good
proxy of people’s overall exposure to interethnic others, the more local the measurement is,
the better it would be at capturing underlying social dynamics. Dinesen and Senderskov [50]
provide empirical support for this argument by demonstrating in their study on ethnic diver-
sity in Denmark that a negative relationship between ethnic diversity and trust only exists in
small contexts (with a radius up to 80 meters) but not in aggregate contexts. Accordingly, we
get as local as we can in measuring ethnic diversity by computing it at the zip code level, thus
improving over previous analysis of the German SOEP which measured ethnic diversity at the
administrative districts (Kreis) level [6].

While the use of such fine-grained data is common in other countries [8, 23, 44], studies on
ethnic diversity in Germany usually had to resort to more aggregate measures (e.g. [51]). Fur-
thermore, we believe that by combining a behavioral measure of trust with fine-grained neigh-
borhood data on ethnic diversity and the rich information about individual-level and context-
level characteristics of participants who stem from a representative section of the German pop-
ulation, we are able to contribute meaningfully to previous empirical work on neighborhood
ethnic diversity and social trust. To the best of our knowledge, a similar design using a repre-
sentative sample and a behavioral trust game has only been implemented at a much smaller
scale in the UK [31] and the Netherlands [48, 52].

The effects of diversity in comparative perspective

Inspired by earlier, U.S.-based studies [1-2], European scholars have investigated the relation-
ship between ethnic diversity and trust in a variety of countries, often reaching less dramatic
conclusions than their American counterpart (for a review, see [9]). In general, one might
expect to find differences across continents, due to the substantial differences between the eth-
nic diversity that characterizes several European countries and the ‘entrenched’ discrimination
that has characterized black-white relationships in the U.S., as well as institutional differences
in terms of integration policies. Replication is therefore essential to test the generalizability of
certain findings and determine the scope conditions of the underlying theories.

In this respect, Germany is a very interesting case study. In Germany immigration is a
rather new phenomenon, which mostly occurred in the last 50 years. Moreover, in contrast to
the idea of a multicultural “melting pot” where cultural minorities are recognized and accom-
modated, in Germany integration has much more heavily relied on assimilationist policies [51,
53]. Finally, in Germany, as in many other European countries, the ethnic divide partially
overlaps with a Muslim-Christian divide, increasing the cultural distance between some ethnic
groups and the mainstream population (e.g. on France see [54]).
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Extant scholarship on the German case has so far produced mixed results. For example,
while some scholars find a significant negative correlation between ethnic diversity and self-
reported trust attitudes [55-56], others report null results [6] or find that ethno-cultural diver-
sity in German cities does not exert the same negative effects on generalized and outgroup
trust as documented in North America but that intergroup contact importantly moderates the
effects of neighborhood diversity [57]. Using a “lost letter” experiment, Koopmans and Veit
[22] find that fewer letters were returned from ethnically diverse neighborhoods in Berlin (sug-
gesting a negative diversity effect), but that participants did not discriminate between letters
addressed to German vs. Turkish cultural organizations (suggesting the absence of negative
attitudes towards the out-group).

Materials and methods

The GSOERP is a large annual household panel comprising a representative sample of members
of German households 16 years or older [58]. In 2003, it contained 22,611 individuals in
12,061 households. Over a three-year period from 2003 to 2005, the GSOEP included a trust
game based on Berg et al.’s design [59]. All experimental participants had been interviewed in
the previous three waves of the GSOEP (since 2000) and were thus familiar with the survey
organization and the particular interviewer who came to their home to conduct the experi-
ment. This prior contact between the GSOEP enumerators and the participants of the behav-
ioral game likely increased the credibility of the trust game scenario.

The GSOEP trust game

Participants. This trust game was administered to a randomly selected subgroup of 1,315
people of the existing GSOEP panel, of which 658 played in the role of the trustor (Player 1).
The overall participation rate was 95,2%. There was also a second smaller sample of 117 partic-
ipants who played a trust game with 100 EUR instead of 10 EUR. To ensure comparability, we
only look at the sample that received 10 EUR. We focus on the subsample of Western German
participants, as the simultaneous analysis of individual- and context-level socio-economic sta-
tus and ethnic diversity is only fully plausible in this context. Due to its history as part of the
communist bloc, Eastern Germany did not see the high levels of immigration that have shaped
the demographic profile of Western Germany. As a result, not only is the structural relation-
ship between diversity and trust likely to be different in the East, but there is also very little var-
iation in terms of neighborhood diversity in the East German sample. Indeed, ethnic diversity
in the Eastern part of Germany is much smaller than in the West (i.e. less than 1% of the
GSOEP trust game participants in the East are foreign citizens versus 6.5% in the West), thus
creating problems of convergence in the statistical analysis. Our final sample therefore consists
of 551 Western German individuals who were Player 1 (i.e. the “truster”) in the trust game in
the years 2003 to 2005, resulting in 1,483 observations in total.

Procedure. The GSOEP implemented a version Berg et al.’s trust game (also known as
investment game) [59], which was developed by Fehr et al. [60]. The basic structure of the
game is the following: respondents were either assigned to the role of Player 1 or Player 2 (also
known as the ‘trustee’) for the entire three years of the experiment. Both players received 10
Euros as starting capital each year and must decide how much of this amount to send to an
anonymous other participant of the GSOEP. The choice they faced was to either keep all the
money to themselves or to allocate some (any amount from 0-10 Euros) to the other player.
The researcher team would then double whatever amount Player 1 allocated to Player 2 before
Player 2 made his/her decision. Player 2 was told how much money he / she had received from
Player 1, and could then decide to return all, parts or none of the money received to Player 1.
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The fact that Player 2 would receive this information was common knowledge to both players.
Therefore, the amount passed by Player 1 is said to capture trust, “a willingness to bet that
another person will reciprocate a risky move (at a cost to themselves),”
returned from Player 2 to Player 1 reflects trustworthiness ([61], p. 85). Since we are here inter-
ested in general trust, which is important for the development of social capital, we focus our
analysis on the behavior of Player 1 only.

In our sample of Western Germans, Player 1 sent on average 5.44 EUR (SD = 2.58) while
Player 2 returned 4.90 EUR (SD = 2.67). The distribution of amounts passed by Player 1 in the
trust game for the three consecutive years (2003-2005) is shown in the Supporting Informa-
tion (see S1 Fig). To determine the final payoffs of Player 1, she/he was alphabetically matched
with one Player 2. Although participants were told that they were assigned to another anony-
mous participant, they actually played with a fictional partner. According to the authors who
designed and implemented the game in the GSOEP, this procedure was necessary because of
the requirements related to representative sampling in a large panel [58]. A pre-test was con-
ducted in 2002 to determine the amount that Player’s 2 received in the first round of the trust
game in 2003. To control for interviewer bias, the interviewers surveyed either only partici-
pants who were assigned to be Player 1 or Player 2 throughout the three-year period. All par-
ticipants received their individual payoff by mail (mean = 18.72 EUR, SD: 24.20, Min: 0, Max:
30).

Individual-level variables. Of the various available indicators of individual economic sta-
tus, we use respondents’ reported household income in Euros. This individual-level economic
indicator is the easiest to interpret but alternative measures, such as a person’s ‘objective social
class’ (an index based on education, occupational prestige, and income) lead to substantively
equivalent results. In addition, we include in all our regression models demographic control
variables that could affect levels of trust, namely gender, age, educational attainment and resi-
dential stability [62-64].

Context-level variables. In order to determine the ethnic diversity and socio-economic
status of the local context in which GSOEP respondents live, we use data from the Microm-
RWTI raster-dataset [49]. The Microm-RWTI data provides information on purchasing power
and ethnic composition at the level of 1x1km grid raster cells for the whole of Germany. This

and the amount

exceptionally fine-grained data allows us to calculate indicators of the ethnic fractionalization
and relative wealth for all zip code areas in Germany. The zip-code level is the most precise
geo-information available through the GSOEP for locating participants’ place of residence.
The RWI-Microm data is available from 2005 onwards only, i.e. the last year during which the
trust game was played. We therefore use the 2005 values as contextual measures for observa-
tions from all three years, under the assumption that neither the ethnic composition, nor the
socio-economic status of a local area have changed dramatically in the course of these three
years. During this three—year period, 94% of the sample remained living in the same apartment
and 78% even reported to have lived in that same residence for 10 years or longer.
RWI-Microm provides data on the ethnic composition of households, divided into 12 dif-
ferent categories of ethno-linguistic origin. We use the share of individuals with non-German
names in a given zip-code area as our indicator of neighborhood ethnic diversity and consider it
a proxy of out-group exposure since the large majority of our respondents are German. More-
over, in the case of Germany, this measure is highly correlated with the Herfindahl index of
ethnic fractionalization (see S3, S4 and S5 Tables in the Supporting Information) commonly
used in similar studies on neighborhood ethnic diversity effects [10], and we therefore opted
for the share of non-German named households for ease of interpretability. The ethnicity
information is based on the analysis of the last name of the head of the household. It is thus a
measure of ethnic origin of a family that does not take into account whether individuals are
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German citizens or not, or how long a person has lived in Germany. Since most migrants to
Germany arrived in the last 50 years and differences between the native population and
migrants are still perceived as significant in most cases, we believe that this measure is able to
capture the multicultural character of a neighborhood.

Information on purchasing power is based on a combination of a large number of variables
such as households” employment status, age structure, car ownership and online shopping
behavior. We use the average purchasing power per person in a zip-code area in Euros as our
indicator for the socio-economic status of a participant’s local context. Note that the individual
sources of information and the formula used to calculate the average purchasing power per
person are proprietary. According to Microm, around 1 billion data points are used to calcu-
late the purchasing power of the about 40.7 million households in Germany, i.e. an average of
about 25 data points per household. Finally, all models also include the number of inhabitants
in a zip-code area. To facilitate replication, we provide the code we used for our statistical anal-
yses in the Supporting Information (see S2 Fig).

We would like to briefly also discuss some data limitations. First, some scholars have shown
that the effect of diversity is moderated by the frequency and quality of interethnic contact [57,
65]. We unfortunately lack data on interethnic friendships and acquaintances for the partici-
pants in the trust game to take into account such variation in intergroup contact. Second,
some scholars have pointed out that the effect of ethnic diversity on intergroup relations may
not be linear but instead depend on a number of factors, such as the perceived diversity level
[66]. For example, in Finland, research has found that majority group members in contexts
with moderate levels of objective diversity but subjective perceptions of high levels of diversity
will report greater negative outgroup trust than Finnish majority members in low- or high-
diversity context [66]. We acknowledge that subjective perceptions are important but, unfortu-
nately, such measures are also unavailable in the GSOEP data and we therefore rely on a mea-
sure of objective ethnic diversity as our contextual measure.

Results

Table 1 provides an overview of the main variables of interest. As for the diversity measures,
6.5% of respondent in our sample are non-German citizens, and the share of individuals with
non-German names in the zip-code where trust game participants live ranges between 1.4%
and 32.4%, with a mean of 7.5%. As for our measures of socio-economic status, annual income
ranges between 2,501€ for the poorest individual in the sample, and 67,866€ for the richest,
with a mean of 17,859€. Average purchasing power at the zip-code level is 19,627€, with a min-
imum of 11,079€ and a maximum of 36,350€.

In order to estimate the simultaneous impact of the variables and to properly accommodate
the data structure, we use multilevel modeling. Since in our data, observations are nested
within individuals, we allow intercepts to vary by individuals. The model can be written as

Vi =0 +inﬂ +.“j +8ji

Table 1. Descriptive statistics for Player 1’s in trust game in GSOEP 2003-2005.

Mean SD Min Max Obs
Amount sent by P1 in the trust game [GSOEP, 2003-2005] 5.44 2.58 0 10 1,483
Foreign citizen [GSOEP, 2003-2005] 0.065 0.25 0 1 1,483
Percent households with non-German names [Microm-RWI, 2005] 7.54 447 1.44 32.34 551
Individual income in € for German citizens [GSOEP, 2003-2005] 18,792 8,631 2,501 67,866 1,387
Individual income in € for foreign citizens [GSOEP, 2003-2005] 12,246 6,326 2,700 30,132 96
Purchasing power in zip code in € [Microm-RWI, 2005] 19,627 3,571 11,079 36,350 551

https://doi.org/10.1371/journal.pone.0199834.t001
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where y is the amount sent in the trust game, j stands for individuals, i for individual observa-
tions and the vector X contains the independent and control variables. The additional error
term p indicates that the intercept is estimated separately for each individual, and € is the error
term associated with individual observations. p and € are assumed to be uncorrelated. o is the
overall intercept. All models include a dummy indicating the survey year. Maximum likeli-
hood estimation is used to fit the models.

Note that we also run our model with an additional zipcode level random effect. Results
remain substantively unchanged. In addition, we also run a model with individual-level fixed
effects. However, we note that the trust game was only implemented in three consecutive years
(2003-2005), and therefore the vast majority of respondents experienced only very small
changes with respect to income, diversity exposure, etc. over this short period. Consequently,
our fixed effects estimates lose a substantial amount of precision. For this reason, we stick with
the random effects model.

Regression results are presented in Table 2. We do not display the results for the indepen-
dent and zip-code level controls in the main manuscript, but full regression tables can be
found in the Supporting Information (S1 Table). Furthermore, in order to exclude the possibil-
ity that the results are driven by the small number of non-Germans in the sample-only 6.5% of
respondents are foreign citizens—in S2 Table in the Supporting Information, we present
results for models (2-6) for the German citizen sample only. We find that our results remain
substantively unchanged when excluding foreign citizens from the sample. Unfortunately, a
lack of data on the ethnic composition of neighborhood diversity and the small number of for-
eign citizens in the sample, for whom higher levels of ethnic diversity in the neighborhood not
necessarily mean a greater share of ethnic ingroup-members, do not allow us to meaningfully
examine the effects of neighborhood diversity for immigrants’ social trust.

Models 1-4 of our main results in Table 2 estimate the bivariate relationships between
behavioral trust and each single predictor of interest using the fully specified model. Foreign
nationals are less trusting than German nationals, giving on average 0.64€ (12%) less to an
anonymous other in the trust game (column 1). The percentage of households headed by

Table 2. Behavioral trust conditional on individual- and zip-code-level indicators of socio-economic status and ethnic diversity.

0y 2 3) “ &) (6)

Behavioral trust | Behavioral trust | Behavioral trust | Behavioral trust | Behavioral trust | Behavioral trust

Foreign citizen -0.64* (0.35) — — — -0.42 (0.35) —
% households with non-German names — -0.05** (0.02) — — -0.05** (0.02) -0.05** (0.02)
Income in 10,000€ — — 0.34"** (0.09) | — 0.32°** (0.09) | 0.34"** (0.09)
Purchasing power in zip code in 10,000€ — — — 0.22 (0.25) 0.18 (0.25) —
% hh with non-German names BY Income in 10,000€ | — — — — — -0.02

(0.02)
Constant 5.05"** (0.44) 5.27*** (0.46) 4.64*** (0.44) 4.60"** (0.59) 4.75*** (0.59) 5.19"** (0.44)
Individual and zip-level controls Yes Yes Yes Yes Yes Yes
Survey year indicators Yes Yes Yes Yes Yes Yes
Observations 1,483 1,483 1,483 1,483 1,483 1,483
Individuals 551 551 551 551 551 551
Rho/ICC 45 45 44 45 43 43

Standard errors in parentheses
*p<0.1

** p<0.05

7 p<0.01

https://doi.org/10.1371/journal.pone.0199834.t1002
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Fig 1. Predicted values for behavioral trust for individual- and zip-code-level indicators of socio-economic status and ethnic diversity. (A) Citizenship Status, (B)
% non-Germans (zip-code level), (C) Household Income, (D) Purchasing Power (zip-code level) for the 1%, 25%, 50%, 75% and 99% percentile (full models with
controls).

https://doi.org/10.1371/journal.pone.0199834.9001

individuals with non-German names, our measure of neighborhood diversity, is negatively
associated with behavioral trust. Moving from a relatively homogenous neighborhood with 5%
foreign names to one with 15% foreign names is associated with a 0.46 € drop in contributions
(column 2).

Individual-level income strongly and positively predicts trust. A 15,000 € difference in
income is associated with a 0.52 € increase in behavioral trust (column 3). Purchasing power
in the participants’ zip-code area of residence is also positively related to trust, but this estimate
is not statistically significant (column 4). Fig 1A to Fig 1D represent all effects graphically, plot-
ting predicted values for behavioral trust against the 1%, 25%, 50%, 75% and 99% percentile of
the variables of interest.

Next, given our focus on compositional effects, we report results from a model in which all
four variables of interest are introduced in the model simultaneously (columns 5). At the indi-
vidual level, the predictive capacity of income remains stable, while immigrant status becomes
non-significant. This is easily explained: foreign citizens tend to be poorer, and, once their eco-
nomic conditions are factored in, being an immigrant does not make them less likely to trust
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Table 3. Comparing behavioral and attitudinal trust conditional on individual- and zip-code-level indicators of socio-economic status and ethnic diversity.

Foreign citizen
% households with non-German names
Income in 10,000€

Purchasing power in zip code in 10,000€

Constant

Individual and zip-level controls
Survey year indicators
Observations

Individuals

Rho/ICC

Standard errors in parentheses
* p<0.1

** p<0.05

“** p<0.01

https://doi.org/10.1371/journal.pone.0199834.t003

(1) 2 3)

Behavioral trust Behavioral trust Attitudinal trust

3 years (Std) 1 year (Std) 1 year (Std)

-0.10 (0.08) -0.16 (0.11) 0.00 (0.03)

-0.21** (0.10) -0.10 (0.11) 0.01 (0.03)

0.31%** (0.09) 0.21 0.06* (0.03)
(0.13)

0.02 (0.10) 0.06 -0.02 (0.03)

(0.11)

4.66"** (0.44) 5.09 *** (0.58) 2.41°** (0.15)

Yes Yes Yes
Yes Yes Yes
1,483 538 538
551 538 538
43

others. Moving to consider contextual variables, the coefficient for neighborhood-level diver-
sity remains significant at the p < .05 level, while neighborhood socio-economic condition
remains non significant.

We also consider a model including the interaction between individual income and neigh-
borhood diversity (column 6). According to ethnic competition theories, low-income individ-
uals may be more threatened by immigration, either due to fears of economic competition and
/ or beliefs about immigrants’ burden on the welfare system. We would therefore expect that
the effect of neighborhood diversity would be largest amongst low-income individuals. Inter-
estingly, the interaction is non-significant, leading us to conclude that the paths through
which individual economic conditions and neighborhood diversity are related to social trust
in Western Germany are likely to be independent (in statistical parlance, their ‘effect’ is
additive).

In Table 3, we show how the behavioral measure of trust performs in our analysis compared
to a standard attitudinal measure of trust, in which participants were asked whether they
agreed that ‘on the whole, most people can be trusted’. Column 1 reports standardized coeffi-
cients for the behavioral measure of trust using all three years of data available. As already
reported in column 6 of Table 2, individual income is the strongest predictor of trusting behav-
ior, followed by neighborhood diversity.

Since the attitudinal trust measure is only available for one year, we repeat the analysis of
the standardized behavioral measure with a sub-sample for which we also have the attitudinal
measure. Results in column 2 of Table 3 show that while the coefficients lose statistical signifi-
cance at conventional levels, the magnitude of the income coefficient changes little. Finally in
column 3 of Table 3, we report estimates for self-reported attitudinal trust. We find that while
the model more precisely estimates the effect of income, the predictive capacity of our four
variables of interest, as well as of the model in its entirety, appears to be lower compared to the
one-year model predicting behavioral trust (column 2), however, differently from model 2, we
find that the income estimate is marginally significant. This result is also consistent with
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previous research using the GSOEP attitudinal trust questions which found no significant neg-
ative effect of ethnic diversity at the district (Kreis) level on self-reported levels of trust [6]

Conclusion

This article investigates the relationship between ethnic diversity, poverty and social trust in
Germany. We expected to find a negative relationship between diversity and trust, and hypoth-
esized that this relationship could be explained, at least in part, by two compositional effects
related to the ethnicity and poverty of the people who live in diverse neighborhoods. Our first
major result is that poverty is indeed significantly and negatively related to social trust. While
many previous studies have controlled for economic conditions at the individual and neigh-
borhood level (e.g. [2, 27, 50), relatively little emphasis has been given to the potential compo-
sitional effect of socio-economic disadvantage in impeding social trust in ethnically diverse
communities (but see e.g. [24, 27, 67]). In adding to this literature, we also add to the growing
scholarship on the detrimental effects of poverty on individual behavior [32, 34-36].

Second, we find that after controlling for income, foreign citizens and Germans are equally
trusting. This is in contrast with findings from Abascal and Baldassarri [13], who showed that,
in the United States, the alleged negative effect of diversity can be simply explained as an arti-
fact of the ethnic composition of diverse neighborhoods. Fundamental differences between the
minority groups and the nature of majority-minority relations may be at the basis of these
country-level differences. Alternatively, the difference could also be due to a small and hetero-
geneous sample of foreign citizens, which does not allow us to examine in depth the relation-
ship between neighborhood diversity and social trust for different ethnic groups or for foreign
citizens across a spectrum of socio-economic status.

Finally, while the proportion of neighbors with immigrant background, is neither the only
nor the most powerful predictor of social trust, this indicator remains significant even after
controlling for respondents’ immigration status and household income. In fact, the coefficient
of neighborhood ethnic diversity remains substantively unchanged when controlling for indi-
vidual level confounders. Our results thus suggest that social cohesion in Germany, is related
not only to individual and household characteristics, but also to characteristics of the immedi-
ate neighborhood (cp. [17]).

This study has a number of limitations that can be addressed in future work. First, the data
used have been collected 15 years ago, and we therefore do not know whether current patterns
are different given the recent increase immigrant-related ethnic diversity in Germany. We
could benefit from more recent data, especially if the same behavioral measure was used again
and the study would include many of the same respondents. Furthermore, more recent data
would also be good, in that it would allow us to test for changes over time. In our short time
span (2003-2005), the explanatory variables did not change much. However, with more recent
data we could conduct a longitudinal test of the impact of neighborhood and individual level
variables applying fixed effects models, similar to recent work in the UK using the British
Household Panel Survey [3].

These limitations aside, our results indicate that there is a significant correlation between a
certain type of contextual diversity, the proportion of immigrants in the neighborhood, and a
behavioral measure of social trust (but not a survey measure of self-reported trust). Thus, our
results echo previous studies using different outcome measures in the German context [22,
55-56] that also find a negative relationship between outgroup exposure and social trust.
Moreover, we find that the ethnic composition of a community is more tenuously related to
social trust than the economic disadvantage of its members. This is especially important given
what we know about the concentration of poverty in highly diverse areas in Germany and
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elsewhere in Europe [11, 22, 24, 67]. This result calls for more careful theorizing about pre-
cisely why living amongst poor(er) ethnic minorities should erode trust: are individuals react-
ing to the economic circumstances of their neighbors, their immigration background, or a
combination of both factors?

This scholarly debate also has important policy implications, especially in the light of the
recent waves of immigration to European countries, and the rise in support for populist parties
and anti-immigration policies in Europe and the United States. For policymakers, our results
imply that it is important to have a good understanding of the different compositional as well
as contextual channels that underlie lower levels of trust. Furthermore, we echo previous schol-
ars in their recommendations that policymakers aiming at improving social cohesion in multi-
ethnic societies should pay more attention to improving the lives of those who are economi-
cally disadvantaged [24, 67]. To this end, future research can inform better policies by investi-
gating the causal mechanisms linking poverty to lower levels of social trust.
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