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Abstract

In this paper, we revisit the question raised irhlbarg, Edmark and Lundqvist (2012)

concerning a causal relationship between ethnicerdity and preferences for

redistribution. We find that their results are lmhem (i) an unreliable and potentially

invalid measure of preferences for redistributii),an endogenously selected sample
and (iil) a mismeasurement of the refugee placemeagram. Correcting for any of these
three problems reveals that there is no evidencangf relationship between ethnic
diversity and preferences for redistribution. Weoatliscuss what is currently known
about the refugee placement program and to whainext can be used for estimating
causal effects more generally.
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1. Introduction
In this paper, we revisit the question raised irhibarg, Edmark and Lundqvist (2012,

henceforth DEL) concerning a causal relationshigwbken ethnic diversity and
preferences for redistributidnThe question of whether ethnic heterogeneity &dfec
individual behavior, such as preferences, has vedeconsiderable attention in the
literature (e.g., Alesina and La Ferrara 2005). Ewav, there are few studies that use a
credible exogenous source of variation in ethniediity. In contrast, DEL exploit a
plausible exogenous variation in ethnic heterodgragising from a nationwide refugee
placement program which placed refugees in munitgs throughout Sweden during
1985-94. DEL also match data on refugee placentemdividual survey data on the
preferences for redistribution and use the placérmelicy as an instrument for ethnic
diversity as measured by the share of immigranthénmunicipality. The instrumental
variable results suggest a large and statisticadlgative relationship between ethnic
diversity and preferences for redistribution. Hoewev the empirical design is
compromised by three problems, namely (i) thattteasurement of attitudes towards
redistribution lacks reliability and validity, (igndogenous sample selection and (iii) the
mismeasurement of the refugee placement program.

Evaluating the validity and reliability of a measorent item in a survey, i.e.,
whether the response to the survey question mesasdrat it is purported to measure and
whether the survey response is consistent, is atdngrocedure in survey research.
However, DEL only report results from one measuratbtudes toward redistribution
even though there are at least two other surveysit@ the Swedish election survey that
a priori should be equally good or even better measurpsedérences for redistribution,
at least when it concerns redistribution towardsnigrants? Importantly, the results
from the two alternative outcome variables do motaborate the finding in DEL.

The endogenous sample selection is essentiallyadtes fact that DEL only base

their empirical analysis on individuals that ansseeithe survey in two consecutive

1In Nekby and Pettersson-Lidbom (2012: Dec. 17)pise discuss other important issues concerning the
replication of Dahlberg et al. (2012). We also coentron their reply to our critique, i.e., Dahlbetgal.
(2013).

2 It is noteworthy that the results from these twlweo outcomes are reported in a previous workimgepa
by Dahlberg and Edmark (2009).



elections in order to create a pah&lhus, the sampling scheme is endogenous sinse it i
based on the outcome, i.e., only individuals whiebponded to the survey more than
once are included in their sample. As a resultethell be a strong sample selection bias
since the attrition rate in DEL's sample is 73%atee to the original nationally
representative sample of 14,297 observations.Harawvords, DEL’s result is based on a
highly selected panel of 1,917 individudls.

The mismeasurement of the refugee placement proggasne to the fact that
DEL measure the program by the number of grant$ pat by the Swedish Immigration
Board to local governments.However, it turns out that there is little or no
correspondence between this measure and the rgblaggament program since the grants
(i) cover a large number of individuals that wer part of the program, (ii) were not
paid out at the time of the refugee placement Ioly after a long time lag, given that a
local government had submitted a grant applicati@oensequently, DEL therefore
incorrectly label their measure as “the number efigees placed via the placement
program”® In fact, DEL’s variable is an internal adminisivat measure used by the
Swedish Board of Immigration to register yearlyrgrpayment flows to municipalities
which has little to do with the refugee placemembgoam. As a result, DEL’'s
instrumental variable does not accurately measwe@kcement program and is therefore
likely to give biased results due to the mistiminf refugee placements and the
endogenous settlements of individuals that wergadtof the program.

One of the major contributions of this paper igptoperly address the problems

with DEL's empirical design. Another important cohution is to discuss what is

3 We pointed out the sample selection problem ascudised how it could be solved with DEL at a semina
at Stockholm University in November 2011 and inesal’e-mails sent in November and December 2011.
To our knowledge, their paper had not been restibdnio JPE at that time.

4 DEL also make 8 unreported sample restrictiontherpanel data which reduced the number of
individuals from 2,702 to 1,917.

5 The rules governing the payments to municipaliieslaid out in Swedish law ("Forordning (1984:583
om statlig ersattning for mottagande av flyktingah vissa andra utlanningar 1984:683 and Férordning
(1990:927) om statlig ersattning for flyktingmottengle m.m.) See links
http://www.riksdagen.se/sv/Dokument-Lagar/Lagarf&kéorfattningssamling/Forordning-1984683-om-
statl_sfs-1984-683ndhttp://www.riksdagen.se/sv/iDokument-
Lagar/Lagar/Svenskforfattningssamling/Forordnin@d927-om-statl sfs-1990-927/?bet=1990:927

for more information.

61t is noteworthy, that DEL changed the definitimithis variable as compared to Edin et al. (2008).

Edin et al. (2003), this variable is correctly eegged as measuring “the number of refugees cobgred
grants from the Immigration Board.”




currently known about the refugee placement prograchto what extent it can be used
for estimating causal effects more generally. ®hisuld be of general interest since the
placement program has been used extensively iniquewesearch (e.g., Edin et al.
(2003), Edin et al. (2004), Aslund (2005), AslunddaRooth (2007), Aslund and
Fredriksson (2009), Aslund et al. (2010), Aslun@le{2011) and Gronqvist et al. (2012,
2015)).

We find that there is no evidence for any relatiopdetween ethnic diversity and
preferences for redistribution when correcting tbe three problems with DEL’s
empirical approach. We also argue that there ctiyregexists too little statistical
information about the refugee placement progranafoompelling assessment of to what
extent the program can be used to more generdiinae causal effects. Specifically,
there is currently no available information abdwg aictual placement of the refugees at
the individual level. Thus, we caution people tawdany strong conclusion from this line
of work until this data has been collected from HArehives of the Swedish Board of
Immigration. Moreover, we also argue that a firndemstanding of the local placement
policy is necessary for a credible analysis sine&vipus research has wrongly assumed
that that placement policy was characterized btop-tlown” rather than a “bottom-up”
approach.

The rest of the paper is structured as followsti&e@ tests the reliability and
validity of the measure of preferences. Sectionigu$ses the endogenous sample
selection problem while Section 4 discusses thélpno with the measurement of the
refugee placement program. Section 5 reports seBolin additional specification checks

while Section 6 discusses and concludes the paper.

2. Reliability and validity of the measure of preferences
In this section, we investigate whether the resulDEL is robust to alternative survey

measures of preferences for redistribution sinde well-known that survey responses
can have problems with both reliability and valdithich, in turn, may lead to biased
findings (e.g., Bound et al. (2001) and Hyslop &mtens (2001)].In fact, Hyslop and

7 Alesina and Giuliano (2011) also note another lembwith electing preferences for redistributioanfr
survey questions, namely that it is hard to distigly whether a respondent is in favor of socialiasce
or redistribution since some aspects of the welstaiee are primarily redistributive while othersstip



Imbens (2001) show that the bias of a regressiefficent can be away from zero, i.e.,
overestimation, even in a regression model withaasecal measurement error. This type
of bias occurs when both the regressor and theom#cvariable are measured with
correlated errors. Consequently, DEL'’s result mightplagued by such bias since both
the dependent and the explanatory variables areurewith errors as further discussed
below. Alternatively, DEL'’s finding may also be @sult of “p-hacking” (e.g., Brooder et
al. (2015), Simmons et al (201%)since DEL only report results from one measure of
preferences for redistribution even though theee @her survey items measuring the
same construé¢t.Anyway, to rule out these types of problems in BE&nalysis, it is
important to test whether these alternative measoir@references confirm DEL'’s result
or not.

The survey item used by DEL is the answer to thestion “what is your opinion
about the following proposal”, namely “reduce sbbanefits” and where the following
five-point scale is used: (1) very good propos2) féirly good proposal, (3) neither good
nor bad proposal, (4) fairly bad proposal and @&)\bad proposaP In the same section
of the survey, respondents are also asked aboujubstions “reduce the public sector”
and “increase economic support to immigrants sp ta@ maintain their own cultureA
priori these questions also seem to be valid measur@sitafles toward redistributions.
Indeed, the question about “economic support to igrents” seems to be an ideal
measure given DEL'’s research question, i.e., whetere exists a causal relationship
between ethnic diversity and preferences for ratigion.

Table 1 shows the results. In comparison, Colunprekents the results using
DEL’'s measure “reduce social benefits” while ColurBndisplays the results from

“reduce the public sector” and Column 3 from “iree economic support to immigrant.”

provide social insurance. The question analyzeDbBl, “reduce social benefits,” seems to be moreutibo
social insurance than redistribution.

8 P-hacking refers to the practice of reanalyzinigdta many different ways to yield a target resndtmely
a p-value below .05

® DEL analyze 9 survey questions according to tba@inputer code, i.e., (1) “accept fewer refugees int
Sweden,” (2) “reduce income differences in socigf3) “reduce the public sector,” (4) “increase romic
support to immigrant so they can maintain their auture,” (5) “reduce third world aid,” (6) “retai
nuclear power,” (7) “increase the proportion ofltreaare run by private interest,” (8) “reduce sci
benefits” and (9) “reduce defense spending.” Twthefoutcomes (6 and 7) are reported in DEL as
“placebo analyses” i.e., results where the p-valsiest statistically significant. However, we fitteat all
survey questions expect for “reduce social beridits not statistically significant at the 5% level

10 Individuals reporting “don’t know/don’t want” aexcluded from the analysis.



Importantly, the results in Table 1 do not corr@terthe finding in DEL since the
estimated effects in Columns 2 and 3 are not sitatily significant!! Moreover, the
estimated effect in Column 2 is even of the opgosign as compared to DEL'’s estimate,
even though both questions are abeducingredistribution. Moreover, while the sign of
the estimated effect in Column 3 is consistent WMEL'sS estimate effect since the
question is about an increase rather than a dexréassize of the effect is considerably
smaller than DEL’s estimate, i.e., 0.35 versus 0.18

To conclude, the analysis in this section suggiststhe results are based on an
unreliable and potentially invalid measure of prefiees for redistribution, at least when

it concerns redistribution towards immigrants.

3. Endogenous sample selection
Starting with the problem of endogenous samplectiele DEL uses individual data

from the Swedish Election Surveys which is a regméstive sample of the Swedish
voting-eligible population. However, DEL only utee response from 1,917 individuals
while there are 9,620 available observations froemtbtal sample survey size of 14,297
for all the included elections surveys from 198988, 1991 and 199%.0One reason for
the large reduction in the number of observatienthat DEL select individuals that are
present in two consecutive election surveys in ordereate a panel. However, by doing
this, they destroy the annual (i.e., cross-secljorgpresentativeness of the original
sample. As a result, their findings may be biaseel w endogenous sample selection. It
is also crucial to note that neither individual panel data is required for econometric
identification in DEL's empirical design since aheir right-hand side variables,

including the regressor of interest (the sharenmhigrants in a municipality) and the

1 we could not exactly replicate the result in DElur point estimate is —0.367 (s.e.=0.163) usind1,9
observations which should be compared to DEL'srest —0.347 (s.e.=0.156) using 1,917 observations.
One reason for the failed replication is that theediscrepancies between their data and thefroatathe
citied sources. For further discussion about tipiiaation, see our working paper Nekby and Pettarss
Lidbom (2012)

12 The Swedish election survey consists of about@BiB€ividuals each election year. The survey has a
rotating panel design in which half of the samps heen interviewed in connection with the previous
election and the other half in connection with filleowing election. DEL use four waves of the elent
surveys but they only base their estimation on ftata respondents in the rotating panel. The aitritate

in their analysis can therefore be calculated 4291 —1917*2)/14297=73%.



instrumental variable (the refugee placement phlioply vary at the group-time level,
which is the municipal-time level in this case.
To formally illustrate this point, we first stary moting that DEL estimate the

following population regression model
(2) Yigt= ai+ At+ fXgt+ oWyt Vigt,

where Yig: is a measure of the preferences for redistribution individual i in
municipality g in time periodt, Xqt measures the municipal immigrant shahg; is a set

of control variablesgi is an individual fixed effect andk is a time-fixed effect. The
parameter of interest 8 which measures the causal effect of ethnic diwersit the
preferences for redistribution in the populatiore.,i the Swedish voting-eligible
population. Most importantly, this causal effech @dso be estimated by aggregating the
individual data relationship, i.e., equation (Ioi cells based on municipality and time,
that is,

(2) Ygt: ogt A+ wXgt+ OWgt + agt’

whereag is a grouped fixed effect. Note that the right-haide variablesX andW, are
completelyunaffected by the aggregation due to the factttieede variables are constant
within municipality-time cells. It is now easily atvn that the parameterin equation (2)

is identical to the parametef in equation (1), if equation (2) is estimated by wesgh
least squares (WLS) and where the weights areuhwar of eligible voters in each cell
(Angrist and Pischke 2009, p 39). In other words tnicro data regression (1) is
identical to a grouped data regression estimated by WLS evkiee weights are the
population shares. As a result, individual datadsrequired for identification, only data
at the group level. Thus, both repeated crossesaitiand panel data can be used for
estimating the parametgrin equation (1), as long as the data is repregeataf the
underlying population, since the sample shares avthén be identical to the population
shares, absent sampling variability. In other woids possible to consistently estimate
S using all available observations in the Swedisbacten survey since this data

constitutes a random sample from the populatiois iBhalso true for DEL’s instrumental



variable approach since their instrument only \sagethe same level as all other right-
hand side variableX andW.3

However, DEL do not use a representative sampbiedd, DEL’s approach of
creating a panel means that their sampling of elasiens is endogenous, i.e., sampling
in which the probability of selection varies withet dependent variable, even after
conditioning on the explanatory variables. Thusjrtlestimator willnot be consistent for
any population parameter of interest, including tbeal average treatment effect
(LATE), since DEL'’s estimator uses the wrong (eretomus) weights, i.e., sample shares.
Nonetheless, the estimator is consistent if it eghted by the inverse probabilities of
selection, i.e., population shares (e.g., Woold¥i2002), Cameron and Trivedi (2005,
ch. 24))¥ It is important to stress that the rationale faighing in this case is not related
to correcting for heteroscedasticity or identifyiihg population average partial effect (on
this point see e.g., Solon et al. (2015)). Instemeighting is needed on consistency
grounds due to endogenous samplihg.

To illustrate the problem with endogenous samplectien, Table 2 displays the
sample used by DEL with 1,917 individuals and twibeo additional samples from the
Swedish Election survey: the total sample with ©,6Bservations and the extended panel
sample with 2,702 individuals. It is noteworthyttitEL make 8 additional, undiscussed,
sample restrictions which reduced the extended Ipsample from 2,702 to 1,917
individuals. In the DEL sample, the average mumiliip-time cell size is 2.2, 3.2 in the
extended panel while it is 8.4 for the total sampke, the average cell size differs by a
factor of four from the smallest to the largest peemMoreover, the share of cells with
zero observations is 25 percent in DEL’s samplajenihis only 3 percent in the total
sample. Thus, there will be a large number of cellDEL’s analysis that get zero

weights in the estimation, which directly lead tbias. A second source of bias is that the

13 The way in which one gets rid of the fixed effeistaot relevant for the argument made here. For
example, the individual data regression will yiekctly the same estimate as the grouped datessigine

if individual fixed effects are included in equati@l) or if grouped fixed effects are included quation

(2). Alternatively, we can use a difference transfation, which is the approach taken by DEL.

14 This method is known as inverse probability weilgdniand was first discussed by Horvitz and Thompson
(1952).

15 Arellano (2014, p. 22) also discusses the ratmf@ weighing under stratified sampling. He argties

if there is parameter heterogeneity at the indigidevel, weighting by population shares is requlife
estimating population parameters such as LATE.



non-empty cells are weighted incorrectly, i.e.,tbg endogenous sample weights rather
than by the exogenous population weights. The praldf using sample weights in the
estimation is exacerbated when there is a largati@ar in the population shares and
when the cell sizes are very small. For example Jahgest municipality, Stockholm, had
551,791 eligible voters in 1994 while the smallestnicipality had only 2,346 eligible
voters (the mean is 23,329 and the standard dewi&ti42,757). Thus, one would expect
that cell sizes would range from about 1 to 28%esithe typical survey size in the
Election Studies was about 3,580Consequently, in the total sample, the sampleeshar
should correspond rather closely to the populasbares since there is relatively little
non-response (about 30 %). Thus, the problem odgerbus sampling should be of little
importance in the total sample. In sharp contrasien the survey sample size is very
small, as in DEL'’s analysis, we would expect endoges sampling to be much more of a
problem.

To investigate to what extent DEL’s analysis iseaféd by endogenous sample
selection, we estimate the effect of ethnic divgrsn the preferences for redistribution in
all these three samples and check whether thetsesré robust when weighting the
regressions by the population shares instead oféneple shares. Table 3 shows the
results from this analysis. Column 1 reproducesitBgumental variable estimate from
DEL of —-0.347, based on their micro data specificatwith a sample of 1,917
observations! Column 2 instead shows the results from the gteupt specification
with 641 cells and weighted by the sample sharesxpected, it gives exactly the same
estimate as the individual data specification. Thhe group-level specification clearly
illustrates that individual data is not required ifdentification; only aggregate data at the
group level. Note also that therenig gain in statistical efficiency from using microtda

rather than grouped data, since the cluster-robtastdard errors are exactly the same

16 The probability of selection is (2,346/6,672,16¥)he smallest municipality and (551,791/6,672)1i57
the largest municipality where 6,672,157 is thaltaumber of eligible voters in Sweden in 1994.

17 The results in Columns 1-3 of Tables 3 and 6 ased on DEL's dataset, which is available from the
Swedish National Data Service (SND 0906). The tesalColumns 4-6 are based on the raw data that we
collected from original data sources (e.g., Valuadkningarna, Statistics Sweden, the Archives ef th
Swedish Board of Immigration).



from the individual- and the group-level specifioas!® Thus, the individual data
specification in DEL is identical to a group-lewglecification in all respects.

Turning to the test of sample selection bias, wst fstart by testing whether
weighting (sample versus population shares) mat@otimn 3 displays the group-level
regression weighted by the population shares. Blimate is now reduced from —0.347
to —0.177 and it is no longer statistically diffetédrom zero. A Hausmatitest equal to 5
also strongly rejects that the two estimates aee dame. Thus, this result strongly
indicates that DEL results are due to sample delect

We next estimate the grouped-data specificatiothéextended panel sample.
Column 4 shows that the estimate from the grouptepecification weighted by the
population shares is —0.125. In the extended psaelple, the number of groups has
increased from 641 to 728 and the average cell lIsi=eincreased by a factor of 1.5
relative to DEL’s sample. This extended panel sanpltherefore more representative
than the limited panel sample used by DEL. Thenmegid effect has decreased even
more than in DEL’s analysis, which again clearlydtrates that the estimated effect is
biased due to sample selection.

Finally, we estimate the grouped data specificatwith the total sample, which is
the most representative sample. Column 5 showstibatstimated effect is —0.109 when
the grouped regression is weighted by populaticares which is again considerably
smaller than in DEL but almost the same as themestid effect of —0.125 from the
extended panel sample in Column (4). Moreover, @al6 shows that the estimated
effect is —0.099 when the regression is weightedhieysample shares. Thus, weighting
doesnot matter in the total sample since the two weighgstimates are almost identical.
As a result, this result strongly suggests thatethi®no sample selection problem in the
total sample.

Turning to the precision of the estimated effe€tshle 3 reveals that the standard
errors are significantly smaller for the group sfieation in the total sample than for
DEL's sample, i.e., 0.081 vs. 0.156. Moreover, ttendard errors are even smaller

(0.069) if the estimates are based on the micra fitatthe total sample. The increase in

18 Typically, the standard errors would be differengroup and micro data specifications. However, in
DEL's regressions, they happen to be identicalesthe panel includes exactly two observations per
individual.
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statistical precision is due to the fact that thtaltsample has many more cells and much
larger cell sizes. Importantly, however, it islstihpossible to reject the null hypothesis
of no effect in the total sample despite the faet the standard errors are much smaller
than in DEL’s analysis.

To conclude, the analysis in this section unamhigho suggests that the

significant result of DEL is a consequence of erahmgis sample selection.

4. Mismeasurement of the refugee placement program
Turning to the problem of correctly measuring tleéugee placement program, DEL

describes the refugee placement program as “Ureiptogram, refugees arriving to
Sweden were consequently not allowed to decide skkmas where to settle but were
assigned to a municipality through municipality-evisontracts, coordinated by The
Immigration Board”. However, DEL do not use the rm@nof contracted refugees to
which any given municipality committed annuallysiead, DEL measure the refugee
placement program by the yearly payments of grdrmdsn the Swedish Board of
Immigration (SIV) to local governments fail newly arrived refugees as discussed
previously. However, these payments cover refugeaswere targeted by the refugee
placement program as well as other refugees that wet targeted by the placement
policy.!® Moreover, the grants were paid out with a consibller time lag which implies
that the yearly payments do not necessarily cooresglosely to the number of currently
placed refugees.

Unfortunately, we cannot directly test the magrétud the measurement problem
since there does not exist any published data fuyees placed within the placement
program as previously noted. However, we can ggil a sense of the size of the
measurement problem by comparing the number ofdease permits with DEL's
variable since “whether individuals were subjectedthe placement policy or not
depended solely on when they received their reselgrermits” (Edin et al. (2003)).
Moreover, Edin et al. argue that “During 1987-1994 placement rate, i.e., the fraction
of refugee immigrants assigned an initial munidtyadf residence by the Immigration

Board, was close to 90 percent”. As a result, welld/@xpect a close correspondence

19 These state grants include payments for tied-movefisgees and other asylum seekers, none of which
are placed in the municipality via the placemeigpam.
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between the yearly number of residence permitsCdad's variable if the measurement
problem is small. However, Column 3 in Table 4 adgethat there are very large
percentage differences of the order of 10-70% (wWithth negative and positive
differences) between these two measures, i.e.,n@olli shows the yearly number of
residence permits, Column 2 shows the number afyegaant payments and Column 3
displays the percentage difference between thesevaniables. Thus, we conclude that
DEL’s variable shows little correspondence withithabeling “the number of refugees
placed via the placement program.”

To try to solve the problem of correctly measurititg refugee placement
program, we decided to collect data on the yeauyplmer of contracted refugees at the
municipal level. Although the contracted numbereftigees may deviate from the actual
number of placed refugees, the contracts areasgliably the best way of measuring the
refugee placement program since they are deternbeémte the actual placement and
therefore not affected by timing problems or endogs refugee settlement issues.
Naturally, the contracts may be endogenous duedal Ipolitical forces in the past.
However, using the actual number of placed refugemdd not avoid this problem, since
current political factors would now come into play addition to all other factors
affecting refugee settlements. In other words his paper, we take DEL’s approach of
using the placement program as a credible exogesousce of variation in ethnic
heterogeneity at face value, i.e., both the actumhber of placed refugees and the
number of contracted refugees can be valid instntsnenstead, in this section, we
analyze to what extent their instrument—grant paysie-can credibly capture any
behavioral responses related to the Swedish refpigeement policy.

We continue by analyzing the statistical relatiopsbetween the municipality-
wise contracts and DEL'’s variable to assess to wkint the grant payments reflect the

contracted number of refugees. Thus, we will edgnaaregression of the following form

3) Yit=oit+ At + oXit + Wit + Uit

whereYi is the number of payments to municipalit timet, Xi; is the yearly number of

contracted refugees, aMik; is the same set of control variables as used by (28.,

12



population size, welfare spending, income tax b&seising vacancies, and political
variables). The equation is estimated by WLS fdpibe consistent with the micro data
relationship. We would expect the paramegeto be close to one if there is a close
correspondence between grant payments and contiiadiée 5 shows the results. To
check the sensitivity of the relationship acrossetiwe add one year at a time, implying
that Row 1 shows the results for 1986-87, Row 21f86-88, Row 3 for 1986-89 and so
on. Surprisingly, Column (1) reveals that therelitde or no statistical relationship
between the two measures when both are expresdedels since the estimate is both
negative and positive and never statistically digant except for one specification,
namely the one that includes 19941dowever, DEL normalized their variable with the
size of the municipality population. Only then is possible to find a statistically
significant positive correlation between two measuiColumn 2), but the estimate is still
far from one since it is mostly between 0.5 and @f6ce again, this analysis confirms
that there is a large measurement problem of theyee placement program in DEL’s
analysis, since their measure does not corresposdlg with the contracted number of
refugees or the number of placed refugees. Thas;dhclusions we draw from the above
analyses is that their measure—grant payments—ta@aecourately capture any
behavioral responses related to the Swedish plattepudicy?! Indeed, grant payments
are simply an internal administrative measure usgdhe Board of Immigration to
register payment flows.

It is also noteworthy that DEL redefines the refiggacement program in terms
of population shares rather than what is statethéncontracts, namely the number of

refugees. Whether the refugee placement programdtaopriori be expressed in levels

20 The observations from 1994 should not be incluglede the refugee placement program ended on July
1511994,

21 A referee correctly pointed out that if there heterogeneous effects in an instrumental variaddting,
then each valid instrument captures a different EACTonsequently, it is theoretically possible tirdea
number of LATES, depending on the instrument. Gainpphere is that there are potentially three caaidis
for instrumental variables for ethnic diversity). thie contracted number of refugees, (ii) the datuenber

of placed refugees and (iii) DEL’s variable. Howevaur argument is that only (i) or (ii) might bevalid
instruments since DEL'’s instrumentagriori invalid due to that it does not accurately measoee
placement program. Particularly, the fact thattthaesfers of grants occur with a lag makes DEL me=na
poor instrument. This has to do with the fact thatindependent and dependent variables are afiuresh
contemporaneously)(in DEL’s analysis while the instrument is measluaé some future date (e.gt1).

An instrument based on future events does not raaiesense. Moreover, DEL'’s instrument also violates
the strict exogeneity assumption, which is a nergsequirement for the fixed effects model usethia
paper.
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or as a share is worthy of further consideratiddmnetheless, we still stick with DEL’s
definition when analyzing how DEL'’s results areeated by using the contracts rather
than the payments as the instrumental variable.

Table 6 displays the results from comparing DElistiument with the new
instrument based on the municipality-wise contraStarting with DEL’s sample, the IV
estimate is reduced from —0.347 to —0.221 iargino longer statistically significant from
zero. The cluster robust first-stagestatistic is 32 for this new instrument whilest66
for DEL’s instrument. Thus, there will be no prabke due to a weak instrument, since
both instruments are strong according to a stediktest developed by Olea and Pflueger
(2013) that is robust to heteroscedasticity, autetation, and clustering.
Consequently, any difference between the two INfredges cannot be due to violations of
the assumption of instrument relevance, but mustdee to a violation of instrument
exogeneity. In other words, it seems that the DiStrument is biased due to the fact that
their instrument does not correctly reflect thecplaent policy.

It is also possible to investigate how DEL’s reswibuld change if the two
problems were simultaneously addressed. The nawiment deals with the problem of
correctly measuring the placement program and #mepke selection bias can be dealt
with using the same type of tests that we usetienprevious section. Thus, we start by
comparing the group-level specification weighted daynple share and the population
share in the sample with 1,917 individuals. Colur@inand 3 in Table 6 show that the
estimate is reduced from —0.221 to —0.109 in tlyggeap-level specifications. Column 4
shows that in the extended panel, the estimatesttei$ 0.046 when the group-level
specification is weighted by the population shafédaus, the estimated effect is slightly
positive if both problems are dealt with simultangly. In the total sample, the estimated
effect from the population weighted regression.356 (Column 5) which is almost the
same as in the extended panel in Column 4. Theseshimated effect is again slightly
positive when the two problems are properly deatl wf the grouped regression in the
full sample is weighted by the sample share, thienased effect is 0.065 (Column 6).

Thus, once more, weighting does not matter in tilesample which suggests that there

22 According to Olea and Pflueger (2013), if the tdusobust F-statistics is larger than 23.1, tistrirment
is not weak.
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is no problem of sample selections in the full sEmgespite some issues with

nonresponse.

5. Specification checks
In this section, we report three specification ésed he first specification check is to test

whether the effect of ethnic heterogeneity on pesfees for redistribution is
heterogeneous. In other words, can the significastlts in DEL be rationalized by
heterogeneous effects? One way of testing for taeemce of unmodeled heterogeneity
of effects is to compare weighted and unweightetimeses (e.g., DuMouchel and
Duncan (1983), Solon et al. (2015)). We perforns #pecification check using the most
credible specifications in Table 6, i.e., thos€wlumns 5 and 6, to avoid the problem of
endogenous sampling and mismeasurement of the eefpiacement program. The
unweighted estimate from this regression is —0W8&6 a standard error (s.e.) of 0.142.
Thus, this suggests that there is little or no fogfeneity in the estimated effect since this
estimate does not differ much from the weightedvestes in Table 6.

The second specification check tests for whether results are sensitive to
related but alternative measures of preferencesrddrstribution from the Swedish
election survey as discussed in section 2. We tepsults from two additional survey
questions, namely (i) “increase economic supporimtmigrants so they can maintain
their own culture” (ii) and “reduce the public s&ct For these two outcomes, we find no
effect since the weighted estimates are —0.005=%@85) and —0.046 (s.e.=0.104),
respectively.

The third specification check is to test whether definition of immigrants is of
consequence for the result. DEL measure the muligpare of immigrants as the
proportion with non-OECD citizenship (according@&CD membership prior to 1994).
Given the question of interest, i.e. the impacetbinic heterogeneity on preferences for
redistribution, it seems more natural to define ignants according to country of birth. A
definition based on citizenship is likely to masitpof the heterogeneity that DEL aim at
measuring since a proportion of individuals witnf@ECD origin are likely to have
changed citizenship and will not be counted as ignamts. Indeed, in a European
perspective, Sweden is characterized by a relgthvigh naturalization rate; 65 percent of

the foreign born are Swedish citizens (OECD, 2088)citizenship is not an observable
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characteristic, the correlation between native gyegfces for redistribution and ethnic
diversity is more likely to be based on the numaed the composition of the foreign
born in any given municipality. Our results areusbto defining immigrants according

to country of birth since the weighted estimat@.179 (s.e=0.286).

6. Discussion and conclusion
In this section, we discuss what is currently kn@atout the Swedish refugee placement

program and to what extent it can be used for estng causal effects more generally.

One of the major obstacles to research directegsttating causal effects by
exploiting the refugee placement program as a sooffexogenous variation is that there
does not exist any published data on the actuakpiant of the refugees. DEL measure
the number of refugees placed via the placemergrano using data on grant payments
from the Board of Immigration to the municipalitieslowever, DEL's measure is
inaccurate since the payments show little corredpoce with the number of placed
refugees as previously discussed.

There is also a number of other papers besides tb&lexploit the placement of
refugees as a source of exogenous variation, edin, et al. (2003), Edin et al. (2004),
Aslund (2005), Aslund and Rooth (2007), Aslund &medriksson (2009), Aslund et al.
(2010), Aslund et al. (2011) and Gronqvist et aD12, 2015). These studies share the
common approach of using administrative data airttividual level to try to indirectly
measure who was part of the placement program mvhich municipally they were
initially placed.

Edin et al. (2003) was the first study using threirect approach” of identifying
refugee immigrants. They use data on country d@iand municipality of residence at
the end of the year to identify refugee immigraftsus, the indirect approach assumes
that the (i) placement rate, i.e., the fractionrefugee immigrants assigned an initial
municipality of residence by the Immigration Boaid, 100%, (ii) that the initially
assigned municipality is the same as the munidipafi residence at the end of the year
and (iii) that the country of birth unambiguouslgfides those eligible for the refugee
placement policy.

It is hard to assess the plausibility of these agdions since there does not exist

any data to test them. For example, Edin et alD32@rgue that the placement rate was
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close to 90% for the period 1987-1991. But thisncles impossible to verify given the
lack of data. However, it is still possible to getough sense of the plausibility of some
of these other assumptions. For example, we knathie internal migration rate is very
high for immigrants during the period of study. Ikrg and Edmark (2008) find that
40% of the immigrants have moved to another mualitipwithin a four-year period
Thus, such a high internal migration could potédiytieompromise the indirect approach.
A comparison of the total number of residence perrto the number of immigrants
identified by the indirect approach also provideshack of the reliability of the indirect
method. A total of 55,064 residence permits wesntgd for the period 1987-1991 (see
Column 1 in Table 4). However, the indirect appioean only identify 9,883 individuals
in the Edin et al. study. Thus, an attrition rate82% from the original experimental
population necessarily leads to a strong sampkcseh bias. All the above problems
associated with the indirect approach could, howewe solved if individual data on the
actual placement of the refugees is colleéfed.

Another important issue in this literature conceimesrole of municipalities in the
placement of refugees. Previously, we have degtritbet the Swedish Board of
Immigration and local municipal governments nedetla and signed contracts
concerning the number of refugees to which anyrgweinicipality committed annually
for a given period of time. Thus, this descriptisunggests that municipal governments
play a key role in shaping the Swedish refugeegofant program. However, the current
literature describes the Swedish Board of Immigratas the key player, while the
municipalities and the municipality-wise contraetssentially play no role. Thus, the
assumption implicitly made in this literature isaththe placement policy was
implemented via a “top-down” approach. For exampislund et al. (2009) write that
“the Swedish Board of Immigration was given thektad assigning newly arrived
refugee immigrants to an initial municipality osrdence” and “Assigning a refugee to a
municipality was conditional to having found a vacapartment within that particular

municipality. (Since individuals were assigned to apartment, they were in practice

23 This estimate does not include those immigrants mbved to another municipality within the year of
their initial placement.

24 Edin et al. (2003) use a weighting procedure @l déth the problems associated with the indirect
method. However, since they are using the samablas as DEL, i.e., grant payments, rather than the
actual placed refugees, as weights, this approachat solve the problem.
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assigned to a neighborhood)” and “Available publazising essentially determined the
placement”.

However, there is a number of compelling reasongjuestion the top-down
approach. First, the Swedish Board of Immigratioas hno jurisdiction over
municipalities. Thus, refuges cannot be placed imuanicipality by the Board of
Immigration (SIV) without an explicit consent frothe municipality (Soinen 19925.
Second, the municipalities had their own local a&gen (e.g., “den kommunala
invandrarbyran”) that were responsible for the etaent of refugees within the
municipality (Soinen 1992). For example, the mypatity of Bollnds did not place
refugees in the first available apartment but chdosplace them in neighborhoods with
few social problems and where the apartments wieh@b quality?® Moreover, the local
refugee policy differed sharply between the muriliigs (Soinen 1992 Third, the
claim that the placement of refugees was essentildtermined by available public
housing receives little empirical support. As parour re-analyzes of DEL, we collected
data on annual public housing vacancies, availabtevo different dates, Marcttland
September st When we analyze this data, we find little diffece in the number of
contracted refugees between municipalities witlo Zesusing vacancies and those with
available vacancies. On average, slightly more th@mrefugees were contracted on a
yearly basis to municipalities with no housing vadas while, on average, about 70
refugees were contracted to municipalities withilatsée housing vacancies. In addition,
we find that there is a negative relationship betwée contracted number of refugees
and housing vacancies. Thus, taken together, tlogealdiscussion suggests that the
refugee placement program is characterized by #diveup” rather than a “top-down”

approach.

25 Soinen (1993, p 173) writes ” SIV hade inget maridaatt direkt styra kommuner eller kommunala
myndigheter, vare sig det handlade om att slutal avh mottagande med dem, eller om innehéllet i
mottagandet. Nagon organisationsstyrning i menirajedverordnade (statliga) organ styr underordnade
organ pa lagre forvaltningsnivaer kunde det salintiavara tal om”.

26 Soinen (1992, p. 96) writes "Flyktingarna skuhési tilldelas forsta basta lagenheter som rakaile st
tomma. Inte heller skulle flyktingfamiljema konceerias till ett visst bostadsomrade. Sett ur flygdimas
perspektiv betydde denna policy att de fick bratdder i bostadsomraden som inte belastades avaocia
problem.”

27 Soinen (1992, p. 155) writes "Valmagjligheterna édganiseringen av mottagandet liksom

hur arbetet bedrevs pa den lokala nivan var sReaultatet blev tydliga skillnader i kommunernas
flyktingarbete saval organisatoriskt som i policyeéende.”
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The bottom line of this discussion is that the Seledefugee placement policy
did not work as previously described. Specificalhge municipalities played an essential
role in shaping the refugee placement policy. Thus.empirical design currently used in
this literature is not compelling since the rolenofinicipalities has not been taken into
account at all. Consequently, an empirical desigseld on a firm understanding of the
working of the placement policy at the local leisshecessary for a credible analysis.

To conclude, a re-analysis of the results reporteddahlberg, Edmark and
Lundqvist (2012) shows that the results are comedhby an unreliable and potentially
invalid measure of preferences for redistributiosample selection bias and
mismeasurement of the refuge placement policy.&ctirrg for either of these problems
reveals that there is no evidence of any relatipngietween ethnic diversity and

preferences for redistribution.
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Table 1. Test of the reliability and validity of amiring preferences for redistribution

Survey question

Reduce social

Reduce the public

Increase economic

benefits sector support to immigrants
2) 3)
1)
IV estimate -0.347 0.093 0.183
(0.156) (0.159) (0.130)
Observations 1,917 1,917 1,917

Note: The result in Column 1 is based on DEL’s da&ta(i.e., SND 0906) while the data in Column & 8n
are extracted from the original data source, $eenska Valundersdkningarna, and merged to DELlt&. da

Table 2. Sample information

DEL’s sample | Extended panel sampje Total sample

(1) (2) ()
Number of 1,917 2,702 9,620
observations
Average cell size 2,2 3,2 8,4
(min, max) (0, 51) (0, 68) (0, 203)
Share of empty cells
(%) 25 15 3
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Table 3. Tests of sample selection bias

DEL'’s sample Extended panel sample Total sample
Level of analysis Individual Group Group Group Group Group/Individual
(2) (2 3) (4) (5) (6)
IV estimate -0.347 —-0.347 -0.177 -0.125 -0.109 —0.099
(0.156) (0.156) (0.154) (0.146) (0.081) (0.079)
[0.069]
Sampling weights Sample Population Population Population Sample
shares shares shares shares Shares
Observations 1,917 641 641 728 1,106 1,106

Notes: Standard errors are clustered at the muatilgpel are within parentheses. The clustereddstiaherrors for the micro data specification wi@20
observations is within bracketShe results in Columns 1-3 are based on DEL’s sglatdi.e., SND 0906). The results in Columns 4eStmsed on the raw data
that we collected from the original data sourceg.(&/alundersdkningarna, Statistics Sweden, aaditichives of the Swedish Board of Immigration).
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Table 4. Number of residence permits and grant gaysn

Year Residence permits| Grant payments Percentage

(DELs variable) difference between
Columns (2) and (1
(1) (2) 3)

1985 7,314 12,235 67

1986 11,486 14,839 29

1987 14,042 18,665 33

1988 16,125 17,935 11

1989 24,879 21,173 -14

1990 12,839 22,251 73

1991 18,663 18,842 1

1992 12,791 18,546 45

1993 36,482 25,218 -31

1994 44,875 62,853 40

Note: The information about residence permits cofrea the Swedish immigration board (see link
http://www.migrationsverket.se/download/18.39a9cdBB84607721127f/1421326239958/Beviljade+uppe
h%C3%Ab5lIstillst%C3%A5nd+1980-2014.pdf)

Table 5. The relationship between grant paymerdscantracted refugees

Levels Share
) )
Estimate for period: 86-87 0.131 0.556
(0.407) (0.085)
Estimate for period: 86-88 0.325 0.586
(0.358) (0.062)
Estimate for period: 86-89 0.422 0.647
(0.422) (0.047)
Estimate for period: 86-90 0.049 0.650
(0.141) (0.042)
Estimate for period: 86-91 0.022 0.614
(0.107) (0.039)
Estimate for period: 86-92 -0.132 0.495
(0.075) (0.086)
Estimate for period: 86-93 -0.211 0.501
(0.226) (0.086)
Estimate for period: 86-94 0.612 0.640
(0.160) (0.086)

Note: A full set of municipality and time fixed effts are included in the specifications as wed &gl set
of control variables: population size, welfare giag, income tax base, housing vacancies, and three
political variables. Standard errors are repontetthé parentheses and clustered at the municipedigy}.
The results are based on the raw data that wectedlédrom the original data sources (e.g., Stafisti
Sweden, and the Archives of the Swedish Board ofiration).
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Table 6. The instrumental variable specificatiasdx on contracted number of refugees

DEL'’s sample Extended panel sample Total sample
Level of analysis Individual Group Group Group Group Group/Individual
1) (2) 3) (4) 5) (6)
IV estimate -0.221 -0.221 -0.109 0.046 0.056 0.065
(0.210) (0.210) (0.197) (0.214) (0.114) (0.094)
[0.081]
Sampling weights Sample Population Population Population Sample
shares shares shares shares Shares
Observations 1,917 641 641 728 1,106 1,106

Notes: Standard errors are clustered at the muatilgpel are within parentheses. The clustereddstiaherrors for the micro data specification wi@20
observations is within bracketBhe results in Columns 1-3 are based on DEL’s slatdi.e., SND 0906) but where we have used @iriment in their
specification. The results in Columns 4-6 are basethe raw data that we collected from the orilgiteda sources (e.g., Valundersdkningarna, Stegisti
Sweden, and the Archives of the Swedish Board ofigmation).
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