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Similarity vs. homogeneity: contextual effects
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Diversity has powerful advantages, but may also generate internal tensions and low
interpersonal trust. Despite extensive attention to these questions, the relationship
between diversity and trust is often misunderstood and findings methodologically flawed.
In this article, we specify two different mechanisms and adherent hypotheses. An
individual might base her decision to trust on her perceived social similarity in relation
to others in the community, that is, a similarity hypothesis. However, in a homogenous
context, she might expect trustworthy behavior irrespective of her own social position
due to signals of low degrees of social conflict and dense social networks, that is,

a homogeneity hypothesis. Prior research has pinpointed only one of these mechanisms.
The homogeneity hypothesis has not been explicated, and when the intention has been
to test the similarity hypothesis, the homogeneity hypothesis has unintentionally been
tested instead. The results are straightforward. While the homogeneity hypothesis

is strongly supported, the findings speak against the similarity hypothesis.
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Introduction

Accelerating economic growth and increases in immigration have created more
diverse communities all over the world. This fact is crucial not only for current
societies but also for future generations. While it is true that diversity can give rise
to powerful benefits (Putnam, 2007), diverse societies also have to deal with
internal tensions which can become serious. Among other things, recent research
has shown that citizens in countries with greater ethnic heterogeneity and/or
income inequality trust each other less (Delhey and Newton, 2005; Rothstein and
Uslaner, 2005; Putnam, 2007; Gustavsson and Jordahl, 2008). These findings
constitute a major challenge for politicians, as well as for researchers (Letki, 2008),
since it has also been shown that high levels of trust have extensive positive societal
effects (Zak and Knack, 2001; Alesina and La Ferrara, 2002; Uslaner, 2002).
However, to be able to deal with these challenges, we need to better understand the
mechanisms that generate trust in more homogeneous communities (Putnam, 2007),
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which is our aim in this article. In our view, the relationship between diversity
and trust is often misunderstood, mainly because the origins of trust are under-
theorized and/or estimations of contextual effects on trust methodologically
flawed. In fact, the individual-level mechanisms have rarely been explicitly discussed
in previous research. Very often, it is only assumed that individuals generally trust
other citizens if they think that most others are similar to them in some crucial sense.
A prominent example is Robert Putnam:

Social psychologists and sociologists have taught us that people find it easier to
trust one another and cooperate when the social distance between them is less.
“When social distance is small, there is a feeling of common identity, closeness,
and shared experiences. But when social distance is great, people perceive and
treat the other as belonging to a different category (Putnam, 2007: 159; referring
to Alba and Nee, 2003).

As a matter of fact, as Mark Hooghe has also noted, it is striking that research
with very different definitions of trust ‘tends to converge on the notion that
resemblance is an important element in the creation of trust’ (Hooghe, 2007:
717). There are lots of examples from leading scholars in the field. Messick and
Kramer (2001: 100) argue that we trust those ‘whom we believe to be similar to
ourselves’; Delhey and Newton (2005: 324) have found that ‘generalized trust is
strongest where we have something in common with others’; Alesina and La
Ferrara (2002: 225) hold that ‘individuals prefer to interact with others who are
similar to themselves in terms of income, race, or ethnicity’. Hence, they all agree
that to be in a similar position to other individuals in the community is crucial in
being a high-truster.

Bo Rothstein and Eric Uslaner disagree with Putnam on important points.
However, they too emphasize that, in order to be a high-truster, ‘the assumption
that others share your fate’ is important (Rothstein and Uslaner, 2005: 47). This
can be interpreted as an assumption that individuals reason that ‘I trust people in
a community when I perceive that they have a similar fate to mine’. However,
Rothstein and Uslaner also argue that ‘social solidarity and the perception of a
shared fate among citizens’ are key to an understanding of trust, and that ‘social
trust is a measure of how people evaluate the moral fabric of their society’
(Rothstein and Uslaner, 2005: 43). This indicates another mechanism that might
explain individual-level trust: ‘T trust people in a community when I perceive it to
be a homogeneous community where most people share the same fate’.

We argue that in order to understand the relationship between diversity and
trust, we must specify these two different mechanisms. Following the earlier
research, we agree that an individual might base her decision to trust others on
an estimation of her own position in relation to the others in the community — the
so-called resemblance or similarity hypothesis. But she might also decide whether
to trust or not depending on how she perceives other actors in the community
relate to each other — what might be called a homogeneity hypothesis. This second
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hypothesis emanates from the argument (elaborated in the next section) that a
homogenous context signals a community with a low degree of social conflicts
and dense social networks. Most people believe (correctly) that in such a context,
individuals are more likely to base each decision to trust on community norms
instead of evaluations of every counterpart’s interests. Commonly, it is appro-
priate according to community norms to behave in a trustworthy manner: for
example, to keep promises. Consequently, an individual who perceives the context
as homogenous expects other persons to act trustworthily toward her, irrespective
of her own social position — that is, it is less important whether she is similar to
others as regards, for example, ethnicity or income and more important if the
community is homogenous.

The main problem in earlier research, we argue, is twofold. First of all, as
outlined above and explicated below, only one of the two possible mechanisms
connecting diversity to trust has been pinpointed. In the theoretical part of this
paper, we provide a reasonable theoretical mechanism, lacking in earlier research,
to explain why the composition of the context as such should be expected
to influence levels of trust. That is, we explicate what we call a homogeneity
hypothesis. Second, prior research has not tested the suggested similarity
hypothesis in a proper manner. As will be discussed below, previous empirical
findings in studies intended to test the similarity hypothesis have instead unin-
tentionally tested and supported the homogeneity hypothesis.

The paper is structured as follows. First, we specify our understanding of trust
as a relational concept (based on common interest and moral commitment).
Second, the mechanisms of similarity and homogeneity are explained and the
hypotheses outlined. Next, we explain how we use income inequality and ethnic
fractionalization as indicators of diversity, and how we measure effects in two
different contexts: workplaces and neighborhoods. The results of the analysis are
quite straightforward. While the homogeneity hypothesis is strongly supported,
the findings speak against the similarity hypothesis. These findings also have
important policy implications. The influence of contextual composition on trust
leads us to emphasize some specific political measures to handle the negative
effects of diversity. In essence, it involves fostering a shared sense of community.

Trust: others’ interest and moral commitment

It is well established that trust and cooperative behavior are strongly related to
people’s individual characteristics. Individual characteristics which reflect power
resources, such as education or income, or an individual’s experience of security or
misfortune, seem to be good predictors of attitudes of trust or trusting behavior
toward strangers (Newton, 1999; Whiteley, 1999; Putnam, 2000; Alesina and La
Ferrara, 2002). The second approach focuses on how the institutional context
influences trust. These studies demonstrate how impartial, uncorrupted, and equality-
enhancing institutions matter in generating relationships of trust (North, 1990;
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Ostrom, 1990, 2000; Delhey and Newton, 2003; Cook et al., 2005; Rothstein and
Uslaner, 2005; Oskarsson et al., 2009a, b). However, as a result of the challenge of
multiculturalism, increasing ethnic diversity, and social heterogeneity in modern
societies, a growing body of research is focusing on the importance of neigh-
borhoods and local contexts for how an individual acts, irrespective of individual
features, and of institutions. These studies mostly suggest that there is a negative
correlation between trust and diversity (Delhey and Newton, 2005; Putnam,
2007; Stolle et al., 2008). This paper follows in the tracks of this research. Hence,
the main focus is on the effects of diversity on trust.

However, to fully understand this empirical relationship, we first have to be
clear about what is meant by the two concepts in focus — contextual diversity and
trust. Following Uslaner (2002), we should draw a clear distinction between two
different kinds of trust. According to the first conception, some people have a
disposition to trust (Rotter, 1980; Uslaner, 2002). The disposition to trust is
a default expectation of other individuals’ goodwill. Thus, it is a character trait
which leads people to believe that the world is a benevolent place and other
people have benign intentions (Miller and Mitamura, 2003). As such, it is not
based upon ongoing personal relationships and remains more or less stable no
matter what the individual’s experiences are. People learn to be more or less
trusting as a result of experiences during early childhood.

A disposition to trust is first and foremost a characteristic of the individual and
has less to do with assessments of the trustworthiness of others. Inquiries into the
trustworthiness of those trusted are instead at the heart of the second conception
of trust — the relational view of trust (Hardin, 2002; Cook et al., 2005). According
to this account, trust is seen first and foremost as a property of a social rela-
tionship between two or more individuals or actors (Hardin, 1993; Yamagishi and
Yamagishi, 1994; Hardin, 1998; Ullmann-Margalit, 2002). Trust results from
information about and past experience with the trustee and the situation at hand
and is a prediction about another person’s behavior. My trust in you hinges on my
belief that you will respond trustworthily.

As will be elaborated below, the mechanisms connecting diversity with trust are
based on an individual’s experience with and expectations about the behavior of
people in the nearby contexts. Consequently, the main focus in this paper will be
on the relational element of trust.! Two contrasting approaches to relational trust
can be found in the literature. First of all, trust can be understood as encapsulated
interest (Hardin, 2002; Levi, 2003; Cook et al., 2005). I trust you since I believe
that you encapsulate my interests in your own and that you value the continuation
of our relationship. Hence, it is in your interest to behave trustworthily toward
me. According to the second approach, trust instead hinges on beliefs about the
moral commitments of the potentially trusted actor (Williamson, 1993; Becker, 1996;

! This is also well in line with the results in Soroka et al. (2006) indicating that contextual factors
have a far greater impact on measures of relational trust than on indicators of dispositional trust.
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Braithwaite, 1998; Tyler, 1998; DiMaggio, 1999). Thus, I trust you, irrespective
of my beliefs about your specific interests, since I believe that you are morally
committed to act trustworthily toward me (in this specific matter).

We believe that this sharp dividing line between trust as encapsulated interest
and trust based on moral commitments should be avoided. There is no apparent
reason why we should assume that people’s trust rests on either assessments about
others’ interests or moral commitments alone. Instead, we argue that people can
be trustworthy for both of the above reasons. Therefore, we say that someone is
trustworthy if he/she encapsulates our interests and/or is morally committed to
doing so.”

Contextual effects: similarity to others and/or evaluation
of group homogeneity

Given this conceptualization of trust, how should we understand the relationship
between contextual diversity and trust? More precisely, why should we expect an
individual residing in a more diverse setting — be it an ethnically heterogeneous or an
economically highly unequal context — to be less trusting toward his/her fellow
human beings? Following our focus on relational trust, we should pinpoint how a
diverse context might affect an individual’s expectation about someone else’s interest
in and/or moral commitment to act trustworthily. In this paper, we suggest that
contextual diversity can affect trust through two possible routes. First, an individual’s
trust can be influenced by his/her position within a context. That is, we are more
inclined to trust people we know or people who are similar to ourselves. Second, an
individual’s trust can also be affected by the contextual setting itself, irrespective of
the individual’s position within it. In this scenario, we would expect a person residing
in a more homogenous context to be more trusting, even if he/she has very little in
common with the rest of the individuals comprising the context.

The first of these mechanisms — the similarity hypothesis — is well known
from previous research. Earlier studies have almost exclusively referred to the
social-psychological literature on inter-group relations when suggesting a causal
mechanism driving the relationship between contextual diversity and trust
(Hooghe, 2007: 717; Stolle et al., 2008). The logic here is quite straightforward.
Trusting someone is a matter of the individual’s attitude toward someone else.
It seems logical and there is also empirical evidence from different strands of
research, which shows that we tend to trust people we know or, if the other people
in question are strangers, we trust others similar to ourselves more than we
trust those with dissimilar traits. It is easier to trust people we know. When we
meet strangers, we base our judgment on signals of similarity (Messick and

2 The assumption underlying this argument is that most people do not act on the basis of a single
rational utility maximizing function. Instead, individuals weigh their self-interest against their commit-
ment to adhere to moral values in a dual utility function (Levi, 1991; Rothstein, 2001; Oskarsson et al.,
2009a, b).
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Kramer, 2001; Putnam, 2007; Stolle et al., 2008). Or, more precisely, if people in
our surroundings are similar to ourselves in terms of ethnicity, income, education,
and so on, we are more likely to believe that they will act trustworthily toward us.
Furthermore, this belief can be based on an assessment of others’ interest in acting
as well as a moral commitment to act trustworthily.

In line with this thinking, a growing number of empirical studies have shown a
persistent negative relationship between ethnic heterogeneity and income
inequality, on the one hand, and interpersonal trust, on the other (Hero, 2004;
Delhey and Newton, 2005). In our view, the best contribution so far in this genre
is Stolle e al.’s (2008) investigation of trust in US and Canadian localities. In
short, they argue that diversity in itself decreases interpersonal trust, while
interaction may have counteracting positive effects or at least may mediate the
strong negative effect of diversity on trust (Stolle et al., 2008: 61, 70-71).

Following this strand of research, the first hypothesis to be tested in this study
focuses on how individual characteristics relate to the contextual characteristics:

H1: The similarity hypothesis: Similarity between the individual and the context
strengthens trust (and dissimilarity drives down trust).

However, we argue that the earlier research on the relationship between diversity
and trust is somewhat flawed. First, by focusing narrowly on the similarity
hypothesis, earlier research has missed a plausible mechanism connecting diversity
and trust. Second, the empirical tests of the similarity hypothesis have, to date,
missed the target. As will be argued below, the empirical relationships between
income inequality and ethnic heterogeneity, on the one hand, and trust, on the
other, found in previous studies support a mechanism different from the one
suggested by the similarity hypothesis. We will return to the second problem in the
next section and deal with the first one here.

The similarity hypothesis, underpinned by the socio-psychological mechanism, is,
strictly speaking, not an argument for a pure contextual effect. The expectation that
we tend to trust those similar to ourselves more than ‘others’ rather refers to an
interaction between the individual and the context (cf. Johnson et al., 2002: 221).
That is, my trust in others is directly linked to the comparison of my own position or
characteristics with the aggregation of the other’s characteristics. Take, for example,
trust among employees at a workplace. If T find myself to be the only non-native
employee at my workplace, I am generally likely to distrust others. However, if I
share this trait with the majority of the workers, my trust in them will be higher.

But this interaction between individual and contextual characteristics is not the
only way that diversity may influence people’s trust. What we also want to find out is
whether there is an effect of the composition of the context on itself, irrespective of
the individual’s position within it. Thus, this second contextual mechanism is not a
matter of the individual’s feeling of being similar or dissimilar to others. The
mechanism (at the individual level) by which the context influences the individual’s
trust in others is rather based on how the individual evaluates the whole context,
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which usually consists of a complex web of relations (Coleman 1994: 43; cf. Cook
et al., 2005; Svensson and Oberg, 2005; Oberg and Svensson, 2009).

But why, then, should a person consider a homogenous context in itself to be
more trustworthy than a diverse context, that is, how should we understand the
alternative (or complementary) mechanism? Or, put differently, why should we
expect a homogenous context to influence an individual’s perceptions about
someone else’s interest in acting and/or moral commitment to act trustworthily?
We argue that a homogenous context signals a community characterized by a low
degree of social conflicts and dense social networks. We know from other research
that perceived social conflict — for example, conflict between the rich and the poor,
management and workers, and natives and immigrants — is ‘most strongly asso-
ciated with trust’ (Delhey and Newton, 2003: 109). Hence, individuals expect
actors in a non-conflictual community to deceive each other less, because norms —
‘the proper way to behave’ — are clearer in dense social networks, where the group
‘upholds cherished values and norms’ (Williams, 2001: 183), and are ‘socialized
into a relatively homogenous culture’ (Newton, 2007: 348). Sociologist Mark
Granovetter (20035: 34) refers to this as the ‘oldest argument in social psychology’:

It rests on the fact that the denser a network, the more unique paths along which
information, ideas and influence can travel between any two nodes. Thus,
greater density makes ideas about proper behaviour more likely to be encoun-
tered repeatedly, discussed and fixed: it also renders deviance from resulting
norms harder to hide and, thus, likely to be punished (Granovetter 2005: 34).

Hence, people should expect community norms to be established more easily in
such a neighborhood. Thus, in a homogenous context, individuals are more likely
to follow a logic of appropriateness (March and Olsen, 2006) based on com-
munity norms instead of instrumentally evaluating every relationship according to
the counterpart’s interests: it is appropriate to keep one’s word and act trust-
worthily. When I expect individuals to act according to such a logic of appro-
priateness, I will also expect them to act trustworthily toward me, irrespective of
my own position, for example, independent of ethnicity, education, income, and
so on. The reason is that their decision concerning whether to behave trust-
worthily or not is based on what is appropriate according to community norms
and not on a calculation of power relations or interests.

James March and Johan Olsen have encouraged research to try to establish
under what conditions rules of appropriateness may overpower the logic of
consequentiality. A ‘promising route may be to differentiate logics of action in
terms of their prescriptive clarity and hypothesize that a clear logic will dominate
a less clear logic’ (March and Olsen, 2006: 703). In line with this, we argue that,
in a more diverse context, a logic of appropriateness is less expected since what is
appropriate in a situation with unclear or conflicting norms is ambiguous. Hence,
it is generally more risky to trust others in a diverse context because I am less
inclined to believe that there are community norms and guidance for appropriate
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behavior in neighborhoods where 1 see signals that I interpret as indicating less
dense networks and more potential conflicts.

Thus, unlike the similarity mechanism, which stated that the assessment of
others’ behavior is based on the truster’s evaluation of the extent to which others
have an interest in acting and a moral commitment to act trustworthily, this
mechanism is based solely on the latter consideration. The degree of homogeneity/
heterogeneity is expected to influence an individual’s evaluation of the extent to
which others’ behavior is influenced by a high-trust community norm. Following
this argument, the second hypothesis to be tested in this study is as follows:

H2: The homogeneity hypothesis: Homogeneity fosters trust. This could also be
expressed the other way around: Diversity drives down trust.

However, there is an obvious objection against this hypothesis. To take a current
example, the homogeneity hypothesis seems to suggest that an individual or a small
group of Romani in an otherwise homogenous Hungarian area dominated by Jobbik
supporters should be more trusting. Similarly, one might ask whether a South
African of color in an Afrikaans-dominated area should expect his/her neighbors to
behave trustworthily? More generally, the objection against this hypothesis is that
there is a risk that out-groups and strangers will be distrusted (Newton, 2007; Letki,
2008; Stolle et al., 2008), especially in small, well-defined, and homogenous com-
munities (Gambetta, 1988). These objections and examples indicate the plausibility
of a third hypothesis stating that the influence of homogeneity on trust is conditional
on the degree of similarity.? Thus, it is only when an individual is more similar to the
others in his/her context that we should expect increases in homogeneity to lead to
more trust. The combination of dissimilarity in an otherwise homogenous context
should instead undermine the possibility of trusting relationships. In line with this
discussion, the third hypothesis of this study states:

H3: The conditional hypothesis: The effect on trust of homogeneity is positive among
individuals who are similar to the other persons comprising the context but
negative among individuals who are dissimilar to others within their contexts.

Operationalizations and model specification

In order to study the effects of contextual diversity on trust, we rely on an
extensive survey of Swedish workplace and neighborhood relations. The survey
was conducted in cooperation with Statistics Sweden in late spring of 2006.*
A random sample of 3000 respondents was selected based on a register of all

3 We would like to thank two anonymous reviewers for pointing out these examples and for hinting at
the possibility of a third conditional hypothesis.

* The survey — Work, Trust, and Power in Sweden — will shortly be publicly available from the
Swedish Social Science Dataservice.
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Swedish citizens between 20 and 65 years of age; 1551 individuals answered the
postal questionnaire after three reminders, that is, the response rate was 52%.
Before we proceed to the analysis, we will explain how our basic concepts are
measured and discuss the model specification.

Contexts: neighborhood and workplace

First of all, we need to explain what we mean by contexts in this article. The most
straightforward way to define contexts is to see them as geographically distinct
social units (Books and Prysby, 1991). Thus, contexts can be thought of as Chi-
nese boxes in which an individual can be placed, at the same time, in a certain
neighborhood, in a certain city, in a certain country, and on a certain continent
(Stromblad, 2003). Earlier studies of the effects of contexts on social trust have
usually, explicitly or implicitly, made this assumption. The most common is to
treat the country (Delhey and Newton, 2003, 2005) or states within countries
(Putnam, 2000; Rothstein and Uslaner, 2005) as contexts (exceptions include
Marschall and Stolle, 2004; Letki, 2008; Stolle et al., 2008).

We have two objections to the assumption that fairly large geographical units
are the most appropriate units of analysis. First, we find it reasonable to assume
that individuals are more affected by their immediate surroundings than the
characteristics of the country as a whole. For example, since we spend most of our
time in the neighborhood where we live, the degree of diversity in this particular
place should be more important for our attitudes of trust than the aggregate level
of diversity in the country as a whole.

Second, not all potentially interesting contexts can be geographically delimited.
The defining core of contexts can instead be seen as social interaction, irrespective
of its particular spatial extension: ‘Contextual effects as construed here are due to
social interaction within particular environments, and social contexts are created
as a result of these interactions’ (Huckfeldt and Sprague, 1993: 289). Thus, a
social sphere is a context if its composition of individuals somehow influences the
individuals composing the context. This can happen not only in a neighborhood
but also within contexts where the social activity is not restricted to a particular
location, such as at a workplace or in a voluntary organization.

Diversity: inequality and ethnic fractionalization

Following this argument, this study focuses on two specific contexts — one geo-
graphical and one functional — within which the majority of individuals spend
most of their time: the neighborhood and the workplace. Empirically, we use
register data on the parish within which the individuals live and their place of
work to demarcate these contexts.’

S Since register data on the contextual level are available only after a year and a half, there is a certain
time lag between our individual-level variables (measured in late spring of 2006) and our contextual-level
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As outlined in the theoretical section, the main focus of this paper is on the effect
of social diversity on trust. In several studies on social diversity, this has been
equated with ethnic diversity (Oliver and Mendelberg, 2000; Marschall and Stolle,
2004; Leigh, 2006; Putnam, 2007; Stolle et al., 2008). However, social diversity may
also be strong in ethnically homogenous settings. Societies characterized by high
economic inequality produce highly recognizable differences between people as well,
potentially weakening societal bonds and strengthening subgroups. Furthermore,
several studies have shown that this has profound effects on social trust (Knack and
Keefer, 1997; Alesina and La Ferrara, 2002; Rothstein and Uslaner, 2005). We use
both of these different ways to conceptualize diversity. The reasons for including
them both are twofold. First, these two versions of diversity stand out as the most
important determinants of (dis)trust and appear to be the most crucial challenges for
modern societies. Second, this approach makes it possible to say something about
diversity in general, not only about ethnic heterogeneity or inequality.

Measuring contextual diversity

The next step is to operationalize the two hypotheses. In the theoretical section,
we argued that diversity should be understood in two different ways — as simi-
larity and homogeneity. In this section we have, so far, further clarified what is
meant by diversity in this study. Thus, diversity refers to both the income dis-
tribution and the ethnic composition of the context. We have also defined two
different contextual settings — the workplace and the neighborhood. This means
that we should use at least four measures of similarity and homogeneity,
respectively: (i) income similarity/homogeneity within neighborhoods; (ii) income
similarity/homogeneity within workplaces; (iii) ethnic similarity/homogeneity
within neighborhoods; and (iv) ethnic similarity/homogeneity within workplaces.

We start here with the similarity hypothesis. The common way to test the
similarity hypothesis in the previous literature on diversity and trust has been to
include measures of ethnic fractionalization (e.g. a Herfindahl index across
countries, states, or municipalities) and income spread (e.g. Gini coefficients or
standard deviations).

Unfortunately, such measures clearly miss the point. The similarity hypothesis
focuses on how individuals are positioned within contexts. However, indicators such
as Herfindahl’s indices or Gini coefficients concern the characteristics of the context
itself and do not say anything about the relations between specific individuals and the
surrounding context. Consequently, to test this hypothesis, we need a different set of
measures from those used hitherto. More precisely, we should use indicators of the
degree to which individuals are close to or far away from the majority within the
context with regard to income level and ethnic belonging.

variables (measured in November 2004). However, since it is safe to assume that the contextual char-
acteristics are quite stable over time, this should not entail any serious problems for the analysis.
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To capture individuals® similarity with their surrounding workplace and
neighborhood contexts, we will employ two variables. First, to measure income
similarity, we would ideally have preferred an indicator based on all pairwise
relations between an individual’s income and the incomes of each and everyone
within the context. However, since we have only aggregate information about the
income distributions within workplaces and neighborhoods, such as mean values
and standard deviations, we employ the best available alternative. Thus, the indi-
vidual’s income in relation to the overall distribution of incomes within the context
is measured by the absolute difference between the individual’s income and the
mean income within the neighborhood or workplace.® The larger this difference,
the more dissimilar the individual is compared to the majority of the individuals in
the context. To find support for the similarity hypothesis, this variable should be
negatively related to trust, indicating that dissimilarity breeds distrust.”

Second, to measure ethnic similarity, we will include a dummy variable indi-
cating whether or not the respondent belongs to the ethnic majority within the
context. Given this coding, we expect the variable to positively influence trust,
meaning that people belonging to the ethnic majority in the context will be more
trusting.

To test the homogeneity hypothesis we should, instead, employ measures of
characteristics of the contexts themselves: the degree of ethnic fractionalization
and income spread within the neighborhoods and workplaces. That is, the same
indicators used in earlier research to test the similarity hypothesis are evident
candidates. Consequently, to measure ethnic homogeneity within contexts, we use
a Herfindahl index based on register data on the respondents’ birth countries. The
individuals are categorized as born either in Sweden; in the Nordic countries, apart
from Sweden; in the Organisation for Economic Co-operation and Development
(North America, Japan, Australia, New Zealand, and Europe apart from the
Nordic countries); or in the rest of the world. Thus, the index measures the
probability that two randomly selected individuals belong to the same category of
birth countries. The higher the index value, the more ethnically homogenous the
neighborhood or workplace in question and, consequently, the higher the levels of
trust should be among individuals in order to support the homogeneity hypothesis.
It should be noted here that the two indicators of ethnic similarity and homogeneity

¢ Fischer and Torgler (2006) use a similar measure when estimating the effect of relative income
position on social capital (measured as tax morale, generalized trust, confidence in parliament, and
voluntary work for charity organizations). However, since their focus is on the impact of the relative
income position, they employ the raw difference and not the absolute difference between the income of
the respondent and the mean income. Furthermore, their benchmark or reference group refers to the
mean income within the country or region of the respondent, whereas we compare at a more dis-
aggregated level (the parish and the workplace).

7 To take account of the fact that the income distributions within the neighborhoods and the
workplaces are positively skewed, the variable measuring the absolute difference between the individual’s
income and the mean income within the context is logged.
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Table 1. Eight operational hypotheses

The similarity hypothesis The homogeneity hypothesis
Income Ethnicity Income Ethnicity
Workplace ~ Absolute difference ~ Dummy for Std. dev. of Herfindahl’s index
from mean in belonging to ethnic  incomes in the based on the birth
workplace majority in workplace countries of
(logged) (—) workplace (+) (logged) (—) colleagues (+)
Parish Absolute difference  Dummy for Std. dev. of Herfindahl’s index
from mean in belonging to incomes in based on the birth
parish ethnic majority the parish countries of parish
(logged) (—) in parish (+) (logged) (—) residents (+)

should be considered as fairly rough proxies. First of all, birth country is of course
different from ethnicity. For example, it is perfectly possible for two individuals
to be born both in Sweden and in ‘the rest of the world’, respectively, and still be of
the same ethnic origin, for example, Asian. Second, the classification of countries
into four broad groups is dictated by the restrictions in the register data. Ideally,
we would have wanted measures of ethnic similarity and homogeneity based on
perceived ethnicity among all Swedes and according to fine-tuned and highly
disaggregated categories. However, such detailed census data are not available,
either in Sweden or, as far as we know, in any other country.

Finally, we employ the standard deviation of incomes in the parish and at
the workplace, respectively, as our measures of income spread. The empirical
homogeneity hypothesis states that the larger the standard deviation of income in
the parish and the workplace, the less individuals within these contexts should
trust each other.

The discussion on how to measure similarity and homogeneity is summarized in
Table 1. As argued above, the two theoretical propositions on the expected effects
on trust of similarity and homogeneity break down into eight operational
hypotheses. The expected directions of the effects are shown in parentheses.

In the end, then, the above argument leads to an interesting conclusion about
the earlier research on diversity and trust: previous studies have pinpointed a
theoretical mechanism connecting diversity and trust (the similarity hypothesis)
but never tested it properly. Earlier empirical results instead support a causal
mechanism (the homogeneity hypothesis) as yet never suggested!

Measuring trust

We also need to discuss the measures of the dependent variable of this study —
trust. As argued in the theory section, we should make a clear distinction between
two different kinds of trust — a disposition to trust and the relational view of trust.
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In the theoretical section, we focused on the relational view of trust when pin-
pointing how the mechanism between diversity and trust works.

Much of the literature on trust relies mainly on the standard survey research
question: ‘Generally speaking, would you say that most people can be trusted, or
that you can’t be too careful in dealing with people?” However, it has been shown
that this indicator first and foremost taps into the dispositional dimension of trust
(Uslaner, 2002; Soroka et al., 2006). For example, by showing that the generalized
trust question is relatively unaffected by experience and that responses to it are
stable over time, Uslaner (2002) holds that the indicator is a measure of the
respondent’s moral predisposition to trust.

Consequently, and following Stolle et al. (2008: 62), we instead opt for ‘a
measure of trust that is experiential and, if possible, more likely to be affected by
context’. In order to capture the relational view of trust, we use two indicators.
The most important difference between these indicators and the standard measure
of generalized trust discussed above is that the former should pinpoint which
individual(s) are to be trusted and ask the respondents to choose between trust
and distrust. The starting point here is that we view the two different contexts —
the workplace and the neighborhood — as two mini-societies inhabited by col-
leagues in the first place and neighbors in the second. Thus, the workplace context
is expected to affect one’s trust toward colleagues, whereas the parish char-
acteristics are assumed to influence trust in one’s neighbors.

In line with this argument, we capture trust in colleagues by an index composed
of two items. The first is a straightforward question in which the respondent in the
questionnaire is asked to what extent he/she trusts his/her colleagues. The second
question takes as a starting point the concrete situation after an agreement or
contract has been reached, namely the extent to which the employee thinks that
his/her colleagues actually keep their word and do what is agreed on. In the
analysis to follow, we have combined the two questions into a single additive
index on trust.®

To measure trust in one’s neighbors, we rely on a question which asks the
respondent about how likely he/she thinks it is that he/she will get back a purse or
wallet containing 1000 Swedish krona lost at the supermarket.” This item is
modeled after the well-known experiment where wallets containing 50 USD each
were dropped in a number of European and US cities, and the number of returned
wallets was used as a measure of the trustworthiness of the residents. Similar

8 The two items read: ‘How much do you trust your colleagues?’; “To what extent do you think that
your colleagues will keep their word when you have agreed on something orally?” The response alter-
natives run from 0 (‘Not at all’) to 10 (‘Completely’). The zero-order correlation between the two
measures is 0.803 and Cronbach’s a for the scale is consequently reassuringly high (0.890).

? The item reads: ‘If you lost a wallet or purse at the supermarket that contained 1000 krona, how
likely is it that you will get your purse back safely?” The response alternatives run from 0 (‘Very unlikely’)
to 10 (‘Very likely’). One thousand Swedish krona is approximately equal to 100 US dollars.
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Table 2. Descriptive statistics

Mean Std. dev. Minimum Maximum

Trust in colleagues 7.45 2.07 0 10
“Wallet trust’ 3.86 2.78 0 10
Workplace context

Size 477 1196 6 8206

Income level 262,000 101,000 95,000 1,564,000

Income spread 133,000 166,000 30,000 3,443,000

Ethnic homogeneity 0.83 0.14 0.31 1
Neighborhood context

Size 15,793 12,780 84 60,422

Income level 239,000 36,000 121,000 452,000

Income spread 159,000 62,000 94,000 623,000

Ethnic homogeneity 0.79 0.12 0.35 0.98
Control variables (individual level)

Income 239,000 205,000 0 4,019,000

Income (difference from workplace mean) 90,000 176,000 0 3,775,000

Income (difference from neighborhood mean) 112,000 169,000 0 3,788,000

Born in Sweden 0.87

Born in the Nordic countries 0.04

Born in OECD 0.05

Born in rest of the world 0.04

survey items have also been used in recent studies on contextual diversity and
trust (Letki, 2008; Stolle et al., 2008).

Control variables

We will also include a number of control variables in the models. First of all, we
want the number of individuals belonging to each context to be approximately the
same. As is evident from Table 2, this is not the case. To account for this potential
problem, all models will include the size of the parish or workplace as a control
variable. Furthermore, when testing the effects of workplace context on trust, we
will only include workplaces with more than five employees.

We should expect the aggregate level of incomes within the context to be
positively related to trust among individuals (Alesina and La Ferrara, 2002; Letki,
2008: 105). At the same time, there is, almost by definition, a strong positive
correlation between the mean level of income and the income spread within the
contexts.'® Thus, to accurately estimate the effect of contextual income spread on
levels of trust among individuals, we need to control for the mean income level
within the contexts.

10 The correlation between the mean income and the standard deviation of incomes across parishes in
our data set equals 0.89. The corresponding correlation across workplaces is 0.75. Thus, the higher the
mean income within the parish or workplace, the more unequal the distribution of incomes.
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The models also include a set of individual-level control variables suggested in
earlier research (Putnam, 2000; Newton, 2007; Nannestad, 2008). Thus, age, edu-
cation, gender, and an index measuring the respondent’s involvement in voluntary
organizations are entered in all regression equations. The models focusing on the
workplace context also include sector of employment (three categories) and occupa-
tional status (five categories) as controls. Furthermore, to control for the possible
impact of institutional fairness on trust (Rothstein and Uslaner, 2005; Nannestad,
2008), we include an index of political confidence in the models. The index is based on
two items measuring the respondent’s trust in the parliament and the police, respec-
tively. Descriptive statistics for all measures discussed above are presented in Table 2.

Possible objections

Before proceeding to the analysis, we need to confront some possible objections
against our empirical setup. First of all, Sweden is generally considered quite
homogenous with regard to ethnicity, has high levels of income equality, and is
one of the most high-trusting countries in the world (cf. Newton, 2001; Uslaner,
2002; Rothstein and Uslaner, 2005)."! The problem here might be that there is too
little variation in both social diversity and trust within the Swedish society to
detect any relationships. If that is the case, we might end up with inconclusive
tests of the hypotheses.

However, based on recent developments in Sweden and the available facts, we
argue that this concern is unwarranted. Sweden has experienced some rapid
changes in the past two decades in terms of high levels of immigration and
increasing income inequality (Palme, 2006). For example, the share of Swedish
citizens born abroad has increased steadily, from 7.5% in 1980 to 13.8% in 2008
(Statistics Sweden). Furthermore, both the labor and housing markets in Sweden
are quite segregated: ‘“The pronounced ethnic/racial hierarchy that exists both
on the labor market and in housing is one striking feature of the Swedish case,
which is furthermore characterized by the distinct multi-ethnic character of all
immigrant-dense neighbourhoods’ (Andersson, 2007: 69). In line with this, the
descriptive statistics in Table 2 display substantial variation in levels of income
inequality and ethnic fractionalization across contextual units.

Another possible critique pertains to our way of measuring similarity and
homogeneity. More precisely, the indicators of similarity and homogeneity might
be strongly correlated, inducing problems with multi-colinearity in the models.
For instance, if all my neighbors are native Swedes (i.e. a very homogenous set-
ting), there will automatically be strong similarity. The odds that the respondent
will be the only non-Swede in the neighborhood are very small. However, this

1 Admittedly, the findings of high trust in Sweden mostly concern dispositional and not relational
trust. Comparative studies of relational trust including Sweden as a case are much rarer. For a partial
exception, see Arai et al. (2005) where levels of trust along a number of dimensions are compared
between Japanese and Swedish university students.
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objection misses the point for two reasons. First of all, the measures of similarity
and homogeneity are, as expected, positively correlated but not that strongly. The
correlations between the measures of ethnic homogeneity and similarity are 0.29
(workplace) and 0.27 (parish), respectively. The corresponding correlations for
income homogeneity and similarity are 0.32 (workplace) and 0.20 (parish). Second,
and more importantly, the fact that our measures of similarity and homogeneity are
correlated should, if anything, lead to the conclusion that both indicators belong in a
well-specified model of contextual effects. If, for example, we do not include any
measure of similarity in the empirical model, we cannot know whether an estimated
effect of homogeneity is in fact driven by the excluded similarity effect.'?

At first, it seems the logic of our hypotheses makes multilevel modeling an
obvious strategy (Snijders and Bosker, 1999). However, we do not have data that
are suitable for multilevel modeling. Thus, the individual respondents are not
nested within the contextual units (the parish and the workplace). Instead, the
respondents are randomly sampled in a one-stage procedure. Consequently, in the
absolute majority of cases, we only have one respondent per contextual unit.
Therefore, and following Stolle et al. (2008), we will employ a different but still
valid strategy for modeling contextual effects. To be able to add information
about the contexts within which each individual resides, statistics Sweden pro-
vided variables indicating the parish and the workplace of each individual in the
sample. Summary statistics for the relevant neighborhoods and workplaces —
standard deviation of incomes, proportion of individuals born abroad, and so on —
were then matched to all respondents in the sample.

Results

To test the three hypotheses, the following equation will be estimated:

K
TRUST; = fy + B1S, + foH, + B3S, x H,+ > BCi, + & (1)
k=4

where the subscript 7 refers to the particular respondent; S indicates measures of
similarity and homogeneity within neighborhoods and workplaces; Cy is the set of

12 This argument is just one version of a general rule when estimating contextual or compositional
effects (Huckfeldt and Sprague, 1993). In order to get unbiased estimates of the contextual characteristic
(in our case, the homogeneity of the context), one needs to control for the corresponding individual
characteristic (in our case, the similarity between the respondent and the individuals comprising the
context). An obvious example here is the effect on trust of the mean income level in the respondent’s
neighborhood. As long as there is some degree of segregation in society, rich people will tend to cluster
together in their own neighborhoods. Thus, a higher income will raise the probability that a person lives
among other high-income earners. Consequently, when estimating the effect of the mean income level in
the respondent’s neighborhood on his/her trust in others, one must always control for individual income
level. The same goes for our measures of homogeneity and similarity. Or, put differently, our measures of
homogeneity and similarity in the neighborhood/workplace are related to each other in the exact same
way as the mean income level in one’s neighborhood/workplace is related to one’s individual income.
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Table 3. Trust in colleagues — workplace context (SE in parentheses)

Model 1 Model 2 Model 3 Model 4

Similarity — income 0.02 (0.06) 0.03 (0.06) —0.51 (0.41)
Homogeneity — income —0.66* (0.22) —-0.61* (0.22) —1.14* (0.49)
Interaction homogeneity X similarity 0.12 (0.09)
Similarity — ethnicity 0.27 (0.24) 0.31 (0.25) —0.43 (1.17)
Homogeneity — ethnicity 2.18% (0.58) 2.06* (0.59) 1.27 (1.36)
Interaction homogeneity X similarity 0.97 (1.48)
Income level (individual) 0.24* (0.14) 0.21 (0.13) 0.23* (0.13) 0.23* (0.13)
Income level (workplace) 0.76* (0.36) —0.01 (0.29) 0.56 (0.37) 0.50 (0.37)
Size of workplace —0.02 (0.04) —0.00 (0.04) 0.03 (0.04) 0.04 (0.24)
Membership in voluntary org. -0.11 (0.31) —0.06 (0.31) —0.11 (0.31) —0.12 (0.31)
Political confidence 0.18* (0.04) 0.18* (0.04) 0.18* (0.04) 0.17* (0.04)
N 814 814 814 814
Adjusted R? 0.08 0.09 0.10 0.10

Significance levels: *<<0.05, one-tailed tests.
Note: All income variables and the size variable are logged. All models are controlled for
sector of employment, occupational status, educational level, gender, and age.

control variables described above; and ¢; is an independent random error term.
The models are estimated using OLS and all significance tests are based on robust
heteroskedasticity-corrected standard errors (Huber—White). To take account of
the fact that the income distributions within the sample and also within the
neighborhoods and the workplaces are positively skewed, all income variables are
logged. Likewise, the variables measuring the size of the neighborhood and the
workplace are logged.

The results of the analyses are presented in Tables 3 and 4. In Table 3, we focus
on the effects of the workplace context on trust in colleagues. Looking first at the
similarity hypothesis, the idea that individuals trust those who are similar to
themselves in terms of income, race, or ethnicity receives no support from the
results. Neither of the two measures tapping similarity between the respondent
and the context in terms of income or ethnicity is significantly related to trust in
colleagues. This lack of significant similarity effects remains when excluding the
homogeneity variables from the analysis (results not shown). Thus, we must
conclude that it is not a person’s position within the workplace that decides
whether they more or less trust their workmates.

Instead, it seems that the quality of the context itself is more important. Given
our hypotheses and the operationalizations of the homogeneity variables, we
would expect the coefficient of the income spread indicator to be negative,
whereas ethnic homogeneity (higher values entail a more homogenous context)
should be positively related to trust. This is also the pattern that emerges from
Table 3. Looking at Model 1, we can see that income spread is negatively and
significantly related to trust. Since the variable is logged, the interpretation of the
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Table 4. ‘Wallet trust’ — neighborhood context (SE in parentheses)

Model 1 Model 2 Model 3 Model 4

Similarity — income 0.19* (0.06) 0.19* (0.06) —1.14 (0.98)
Homogeneity — income 0.52 (0.49) 0.79 (0.49) —0.42 (1.02)
Interaction homogeneity X similarity 0.26 (0.20)
Similarity — ethnicity —0.18 (0.23)  —0.20 (0.24) 0.53 (1.17)
Homogeneity — ethnicity 2.12* (0.72) 2.39* (0.73) 3.13% (1.48)
Interaction homogeneity X similarity —0.99 (1.61)
Income level (individual) 0.10 (0.07) 0.05 (0.07) 0.10 (0.07) 0.10 (0.07)
Income level (workplace) -0.78 (1.12) 0.25(0.58) —1.69(1.14) —1.77 (1.15)
Size of workplace —0.17* (0.08) —0.05 (0.09) 0.00 (0.09) 0.01 (0.09)
Membership in voluntary org. 0.69% (0.26) 0.73* (0.26) 0.69* (0.26) 0.68* (0.26)
Political confidence 0.38*% (0.03) 0.38* (0.03)  0.38% (0.03)  0.38* (0.03)
N 1453 1453 1453 1453
adjusted R? 0.13 0.13 0.14 0.14

Significance levels: *<<0.05, one-tailed tests.
Note: All income variables and the size variable are logged. All models are controlled for
educational level, gender, and age.

size of this effect is not straightforward. We can get a sense of the magnitude of
the effect by dividing the coefficient by 100. This equals the effect on trust of
increasing the income spread by 1%. Thus, an increase in the standard deviation
of incomes among the workplaces from the lower (206,000) to the upper quartile
(294,000) amounts to a 42.7% increase in the income spread variable. This means
that in a more unequal workplace, individuals are estimated to score, on average,
0.28 (42.7 X (—0.66)/100) points lower on the eleven-point trust scale compared
to employees in a workplace with more evenly spread incomes.

Turning now to the second model, it is evident that ethnic homogeneity also
strongly affects one’s trust in colleagues. Once again, we can illustrate this effect
by looking at the difference in trust between workers at the lower (0.76) and
upper (0.93) quartiles of the homogeneity distribution. This difference amounts to
a 0.37 point higher score on the trust scale among employees in more homo-
genous workplaces. In the third model, we can see that this effect is only mar-
ginally affected, as is the impact of income spread, when including all variables in
the same regression equation. Consequently, the homogeneity hypothesis is
strongly supported by the estimates in Table 3.

To test the third hypothesis, we include interaction terms between the measures
of homogeneity and similarity in Model 4. According to this conditional
hypothesis, we should expect greater homogeneity to raise trust among indivi-
duals who are more similar to the surrounding context, whereas the same increase
in homogeneity should lead to less trust among the more dissimilar individuals.
Given the operationalization of the variables, the hypothesis is strengthened if we
find a negative coefficient for the interaction term involving the two measures of
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income diversity and a positive coefficient for the interaction term involving the
indicators of ethnic diversity.'® Looking at the results in Model 4, it is evident that
the hypothesis finds very little support in these data. The first interaction term is
both incorrectly signed and insignificant. The second interaction term (between
ethnic similarity and homogeneity) is, as expected, positive. However, the size of
the standard error in relation to the coefficient stresses the uncertainty of this result.

Two more things are worth noticing about the results in Table 3. First, orga-
nizational membership does not seem to influence one’s trust in colleagues.
However, as we will see in Table 4, when we change the focus of trust to people in
one’s neighborhood, there is clear positive influence of the organizational mem-
bership variable, well in line with several earlier studies on social capital (Putnam,
1993; Stolle, 2007)."* Second, the consistently positive effect of political con-
fidence on both workplace trust (Table 3) and neighborhood trust (Table 4) lends
support to the claim that institutional fairness is an important explanation of
social trust (Rothstein and Uslaner, 2005; Nannestad, 2008).

Turning now to the neighborhood context, Table 4 presents four models of
‘wallet trust’. Looking at models 2 and 3, we can see that ethnic similarity does
not seem to influence the respondent’s trust. The estimated effect of belonging
to the ethnic majority is far from significant in both models. More interesting is
the positive effect of the variable measuring difference from the mean income
(Models 1 and 3). This particular result suggests that trust increases when one is
less similar to others. Thus, it speaks against the idea stemming from socio-
psychological research that ‘[t]rust seems easier to develop when we are familiar
with the people around us, and particularly when they appear similar to ourselves’
(Stolle et al., 2008: 58-59). Once again, we can conclude that the similarity
hypothesis receives no support from these estimates.

Looking instead at the homogeneity hypothesis, the results here are not as clear-
cut as in the previous table. On the one hand, and mirroring the models of trust in
colleagues, the estimated effect on trust of ethnic homogeneity within the parish is
positive and significant. According to Model 2, an increase in the ethnic homo-
geneity variable from the lower (0.72) to the upper (0.88) quartile will result in a
0.34 (0.16 X 2.12) step increase in the level of trust. Moreover, this effect remains
in the full model (3). On the other hand, the effect of income spread is incorrectly
signed but insignificant. Thus, it seems that income differences within the

'3 In the first place, a negative interaction term would signal a situation where the effect of increasing
income spread on trust becomes more and more negative the more dissimilar the individual’s income is
compared to the average income in the surrounding context. In the second place, a positive interaction
term would mean that the effect of a more ethnically homogenous context is more positive for those who
are themselves similar to the majority of the context with regard to ethnicity.

4 The organizational membership variable is an additive index of the respondent’s membership in six
different types of voluntary organizations (political parties, unions, interest organizations, solidarity
organizations, religious organizations, and lifestyle organizations). The resulting index has been rescaled
to the 0-1 range.

https://doi.org/10.1017/51755773910000354 Published online by Cambridge University Press


https://doi.org/10.1017/S1755773910000354

364 PEROLA OBERG, SVEN OSKARSSON AND TORSTEN SVENSSON

neighborhood, as opposed to income differences within the workplace, are
unrelated to trust.'’

Lastly, the estimates of Model 4 once again speak against the third hypothesis.
The coefficients of the two interaction terms are both incorrectly signed and far
from significant. However, it should be noted here that data across Swedish
neighborhoods and workplaces might not be optimal for testing hypothesis 3.
The examples used to illustrate the hypothesis in the theoretical section — the
trust among a group of Romani in an otherwise homogenous Hungarian area
dominated by Jobbik supporters or the trust of a South African of color in an
Afrikaans-dominated area — are quite extreme and have no obvious counterparts
in the data we employ here. In the end, a more fine-tuned test of the conditional
hypothesis presupposes more sensitive data. Before such data are at hand, we
suggest that a firm conclusion about hypothesis 3 must wait.

Before concluding, a few remarks on the robustness of these results are
necessary. First, we tested whether the relative income position of the respondents
could explain the unexpected result in Table 4, indicating that trust increases
when one is less similar to others. However, measuring positive and negative
deviances from the mean income separately showed that both those with higher
and lower incomes compared to the average income in the neighborhood were
more trusting. Second, we also tested for interaction effects between ethnicity and
income (both at the individual and contextual levels, and across levels) without
detecting any interpretable patterns. Third, we tried a different operationalization
of ethnic homogeneity and similarity based on the birth country of the respon-
dent’s father (instead of the own birth country). The only change in result was that
the effect of ethnic similarity at the workplace was in line with the similarity
hypothesis — a positive and significant effect. However, the overall pattern of
results still tell the same story — the support for the homogeneity hypothesis is still
quite strong (correctly signed and significant coefficients for three out of four
indicators), whereas the support for the similarity hypothesis is scant at best (the
effect of only one of four variables is correctly signed and significant).

Finally, a possible objection against the results is that trust can be the result of
ongoing relationships, for example, in workplaces. More precisely, as labor
markets in Western countries tend to be two-tiered, we could find ethnic homo-
geneity (in this case, workers of Swedish background) in more stable jobs, in
which relations are more enduring, and trust therefore more likely. By contrast, in
less stable jobs, workers’ ethnic backgrounds will be more diverse, and, at the
same time, relations more sporadic, and trust less common. In sum, the association

15 One possibility here is that both ethnic belonging and income differences are highly visible among
colleagues in a workplace. Among neighbors, on the other hand, only ethnic belonging is evident,
whereas income differences are less obvious. This would explain the insignificant effect of income
homogeneity within neighborhoods on trust. However, to substantiate such a claim, further research is
needed.
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between ethnic homogeneity in the workplace and trust could be spurious.'®

To test this, we added a variable measuring the number of years the respondent
has been employed at the present workplace in all models of workplace trust. The
estimated effect of this variable was substantially small and far from significant in
all models. More importantly, our main results were unaffected by the inclusion of
employment duration in the equations.

Conclusions

In light of the two mechanisms pinpointed in the theoretical section, the empirical
results presented above are clear-cut. The first hypothesis held that it is the degree
of similarity between the individual and the context that matters. The more
similar the individual’s income and ethnicity are to the income level and ethnic
composition of his/her workplace and neighborhood, the higher we should expect
his/her trust to be. The second hypothesis instead focused on the ‘pure’ contextual
effect and said that homogeneity fosters trust. Thus, irrespective of the indivi-
dual’s own characteristics and relation to the overall composition of the context,
more egalitarian and ethnically homogenous workplaces and neighborhoods
should enhance trust levels.

The results of the empirical analysis provided quite strong support for the
homogeneity hypothesis. At workplaces characterized by an inegalitarian income
distribution, trust in colleagues is lower. Furthermore, the analysis shows that
ethnic homogeneity positively influences trust in both colleagues and neighbors.
Looking instead at the variables measuring similarity between the individual and
the surrounding context, the estimates are either insignificant or incorrectly signed
(the effect of income difference from the mean in Table 4). Thus, according to
these empirical results, the social-psychological idea that similarity fosters trust is
mistaken. Rather, homogeneity, social as well as ethnic, seems to foster trust,
irrespective of the individual’s distance from or similarity to the ‘others’.

We did not find any significant support for a third hypothesis that proposed an
interaction effect between the homogeneity and similarity mechanisms. The rea-
son might be that data from Swedish communities are not suitable for the test.
Hopefully, future research can include complex multi-interaction modeling across
divergent contexts with varying degrees of (historical) conflicts.

These findings have implications for policy as well as for the interpretation of
earlier studies on the relationship between diversity and trust. Starting with the
latter, on the surface our empirical results square well with the findings in much of
the earlier research, showing that ethnic diversity and economic inequality
negatively affect trust (Alesina and La Ferrara, 2002; Hero, 2004; Delhey and
Newton, 2005; Rothstein and Uslaner, 2005; Hooghe, 2007; Putnam, 2007;

16 Qur thanks go to an anonymous reviewer for making this point.
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Letki, 2008; Stolle et al., 2008). Our contribution in relation to this research is
twofold. First, we have provided a reasonable mechanism, lacking in earlier
research, with regard to why the composition of the context as such should be
expected to influence levels of trust. The important thing here is to distinguish
between two different mechanisms, both conceptually and empirically. An indi-
vidual’s trust can be affected by the degree of similarity between the individual
and the context (individual-level mechanism), as well as the characteristics of
the context itself (contextual-level mechanism). Second, this distinction has
implications for how the relationship between diversity and trust should be
empirically evaluated. Thus, we have to be clear about what we are referring to
when speaking about context (individual level similarity or the context as such).

As for policy implications, the influence of contextual diversity on trust leads us
to emphasize a number of specific political measures for handling the negative
effects of diversity. At the core, it is about fostering a shared sense of community
or ‘shared citizenship’. In a general sense, Putnam argues in the same manner. He
emphasizes the importance of similarity and therefore holds that policies should
focus on ways of reconstructing identities over time, through assimilation and
trying to play down the importance of differences through policies that support
‘interaction across ethnic lines’ (Putnam, 2007: 164). As identities change very
slowly, he also concludes that there is a clear trade-off between diversity and
community in the short run.

We are absolutely not against these measures. However, they miss the impor-
tance of how trust is actually shaped in interaction between the individual and the
network and therefore also miss more immediate political action. In the same
manner as equal and fair treatment in policies and local administration ‘mirror
the moral standing of the “others”” (Kumlin and Rothstein, 2007: 18; cf.
Oskarsson et al., 2009a,b), it seems to be the case that the properties of the
network, such as equality and homogeneity, in themselves function as signals of
the moral standard, moral commitment, or the degree of trustworthiness that
applies. The fact that individuals also perceive the ‘others’ to be less egoistic and
more trustworthy within egalitarian and homogenous social contexts supports
this interpretation. Therefore, it also seems less risky to trust in these environ-
ments even if you yourself are different from the majority, the ‘others’. In terms of
policies, this indicates that one should promote income equality and counteract
tendencies toward segregation where minority groups have less chance of
experiencing the ‘others’. As Kumlin and Rothstein hold, minority groups should
not be ‘too large or dominant in particular geographical areas’ (2007: 18) in order
to be included in meaningful encounters with ‘others’.

The melting pot in a form in which a sense of shared citizenship thrives may not
come into being easily. In order to take steps in this direction, society has
to implement policies in terms of which everybody is treated fairly, and which
foster equality and build upon the sense of community already in place at the
homogenous cores.
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