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Job Market Paper

Title: “The Dynamic Response of Fractionalization to Public Policy in U.S. Cities”

Abstract: This paper examines the effect of public policy on population diversity. Using U.S. city

level data across decades, I find that public policy has a significant impact on ethno-racial fraction-

alization growth. Cities in which expenditure on public goods is higher experience a significantly

lower growth of ethno-racial fractionalization. I use instrumental variables to identify the direction

of causality. The negative impact of public goods spending on fractionalization growth is caused by

a significant differential reaction by race to public goods spending. Cities with higher spending on

public goods experience a higher growth of the non-Hispanic White population, but a lower growth

of the population of other ethno-racial groups. These findings are novel because they indicate that

fractionalization is neither a static characteristic of a locality, nor it is an exogenous cause of public

policy design. Treating it as endogenous, I find that fractionalization has no significant effect on

public goods provision. This casts doubts on claims that fractionalization has significant negative

impacts on public policy design and thereby on economic performances.
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