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public goods than would be the case in a more homogeneous society. For instance, a public 
good like a school might lead to lower satisfaction in an ethnically diverse setting if the 
groups cannot agree on the main language of instruction, location, or general curriculum. 
The result is that the ethnically diverse society is less likely to end up building the school. 
Part of the problem is also that members of one ethnic group may not be willing to spend 
resources on providing public goods that members of other ethnic groups will get to con-
sume. Whatever the reason behind the low level of investment in public goods, economic 
growth is likely to be inhibited. Evidence supporting this argument linking ethnic heteroge-
neity with lower levels of public goods provision can be found in a variety of settings, includ-
ing advanced industrialized democracies. For example, Alesina, Baqir, and Easterly (1999) 
compare US cities and find that governments in ethnically diverse cities tend to provide 
fewer public goods than governments in more ethnically homogeneous cities.

Significantly, given our upcoming discussion of institutions, Easterly (2001) notes that 
what economists call “good institutions” (those that reduce bureaucratic delay, enforce con-
tracts, reduce the risk of nationalization, and provide sound infrastructure) can help to 
alleviate the negative effects of ethnic heterogeneity on economic growth. In other words, if 
a country’s institutions are of a sufficiently high quality, then ethnic heterogeneity may have 
no effect on the provision of public goods or on conflict.

The arguments that we have examined so far focus on the claim that it is the number of 
ethnic groups in a country that increases the risk of conflict and violence. Some scholars, 
though, argue that it is not the number of ethnic groups per se that matters for conflict but 
rather the distribution of ethnic group memberships. For example, some studies have sug-
gested that it is ethnic polarization and not ethnic heterogeneity that increases the likelihood 
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Note: The positive signs indicate the direction of the causal effect. Thus, high levels of ethnic heterogeneity increase 
poverty, and high levels of poverty increase the likelihood of civil wars. It is unclear whether ethnic heterogeneity 
has a direct effect on civil war.




