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Abstract

There has been a long-lasting debate over whether increasing ethnic diversity undermines
support for social welfare, and whether this conflict thesis applies not only to the United
States, but also to European welfare states. In their 2016 ASR article, Schmidt-Catran and Spies
analyzed a panel (1994 to 2010) of regional units in Germany and concluded that this thesis
also holds for Germany. We argue that their analysis suffers from misspecification: their model
specification assumes parallel time trends in welfare support in all German regions. However,
time trends strongly differed between Western and Eastern Germany after reunification. In the
1990s, Eastern Germans’ attitudes adapted to a less interventionist Western welfare system
(“Goodbye Lenin effect”). When allowing for heterogeneous time trends, we find no evidence
that increasing proportions of foreigners undermine welfare support, or that this association
is moderated by economic hardship (high unemployment rates). We conclude with some
general suggestions regarding the conceptualization of context effects in spatial analyses.
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Sociologists have long been interested in the
effects of ethnic and racial diversity. Classical
theories of intergroup conflict (e.g., Blalock
1967; Blumer 1958) argue that ethnic diver-
sity should lower solidarity. Much empirical
research in this tradition focuses on the effects
of immigration on welfare attitudes. Follow-
ing this work, one would expect individuals
to believe that resources such as welfare ben-
efits should primarily be reserved for in-
group members. This “conflict hypothesis”
states that increasing proportions of out-
groups (e.g., migrants) with access to those
benefits should lower natives’ general support
for social welfare spending.

Empirical support for this hypothesis is
mixed, with negative, null, and even positive
effects reported in the literature (see, e.g.,
Brady and Finnigan 2014; Eger 2010; Eger
and Breznau 2017; Kwon and Curran 2016;
Mau and Burkhardt 2009). Some authors
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argue that the conflict-laden relationship
between immigration and welfare support
may only hold for countries like the United
States characterized by a means-tested, tax-
financed welfare regime and a multi-ethnic
society (e.g., Alesina and Glaeser 2004).
However, in their 2016 American Sociologi-
cal Review article, Alexander W. Schmidt-
Catran and Dennis C. Spies challenge this
conclusion (Schmidt-Catran and Spies 2016;
henceforth SCS). SCS show that a negative
relationship between immigration and wel-
fare attitudes can also be observed in Ger-
many, a European-type welfare regime with a
contribution-based, highly work-oriented
welfare system and comparatively restrictive
regulation of immigration.

Whereas most prior research relies solely
on cross-sections, SCS draw on regional
panel data combined with repeated cross-
sectional surveys on the individual level. This
approach allows them to use advanced longi-
tudinal methods (fixed-effects regressions).
In a practical sense, the authors provide a
highly valuable contribution: many European
countries recently experienced strong inflows
of immigrants. If SCS’s conclusions are right,
these countries might expect increasing eth-
nic conflicts to lead to eroding public support
for welfare spending.

According to SCS, “[w]ithin or fixed effects
should provide a better estimate because they
control for any unobserved heterogeneity
between the units of analysis (Allison 2009)”
(p. 248). However, fixed-effects methods also
rely on assumptions. Namely, it is of crucial
importance that the time-varying treatment
variable does not correlate with unobserved
time-varying heterogeneity (which is called
the “strict exogeneity assumption”; see Briiderl
and Ludwig 2015). Strict exogeneity implies
parallel (homogeneous) time trends among
treatment groups. In the context of SCS’s
research question, this means regional units
with low proportions of foreigners should
show the same trend in support for welfare
spending as regions with high proportions of
foreigners would show in the absence of treat-
ment (counterfactual trend).

We argue that this assumption is not met in
the data at hand. When correcting for the vio-
lated assumption by allowing for heterogene-
ous time trends in Western and Eastern
Germany, we find no evidence that increasing
levels of foreigners undermine welfare sup-
port. This null result also applies to contexts
where SCS expected (and observed) the con-
flict thesis to be particularly relevant, such as
regions with high rates of unemployment.
Thus, SCS’s main results are spurious, invali-
dating their key conclusions.

Our discussion has implications beyond
SCS’s study. The large improvement in the
availability of geographic data certainly opens
up an immense potential to deepen our under-
standing of social processes we are strongly
concerned with in our discipline. But one also
has to bear in mind that spatial analyses entail
additional inferential risks. In particular,
regional units frequently develop in different
ways over time. If those different development
paths are not adequately captured in regression
analyses, one risks biased estimates.

SCS ANALYSES AND OUR
REPLICATION

SCS use data from the German General Social
Survey (GGSS; known as ALLBUS in Ger-
many, for details see GESIS 2013). Data from
the survey years 1994, 2000, 2004, and 2010 are
pooled. The outcome variable used in all analy-
ses is an ordinal measure on whether respon-
dents favor that welfare benefits (1) decrease,
(2) stay about the same, or (3) increase.

SCS merged these individual-level data
with regional data from official statistics. The
central treatment variable is the proportion of
foreigners in a region (in percent; as a proxy
for the proportion of migrants). They ana-
lyzed effects of the regional proportion of
foreigners on respondents’ welfare attitudes,
and also interaction effects with the regional
proportion of unemployed. In their main anal-
yses, SCS specified these context variables on
the level of 96 Regional Area Units in Ger-
many (i.e., Raumordnungsregionen, RORs
hereafter).



756

American Sociological Review 84(4)

Because the outcome is an ordinal varia-
ble, SCS used ordered probit regressions. The
data have a three-level structure. The regional
units represent the highest level; these are
observed four times, and each time inhabit-
ants are surveyed. To make full use of the
panel structure of the regional data, SCS pro-
posed to estimate fixed-effects models for the
regional level.! Because standard fixed-
effects models are not available for ordered
probits, SCS used hybrid models (Allison
2009:42). In these models, all regional-level
effects are separated into “between” and
“within” effects. For causal interpretations
the within effects are interesting, because
these give the (approximate) effects one
would obtain with fixed-effects models.

For our replication, we use the same model
specification as SCS. Besides the central treat-
ment variable, several individual (e.g., sex,
education, employment status) and regional-
level (unemployment rate and GDP) controls
enter the regression. The model also includes
a dummy for Eastern German regions. Finally,
we model a common time trend by including
dummies for the survey years.

Panel 1 in Table 1 replicates SCS’s analy-
ses. Only the central effects are presented (the
within effects; the full models can be found in
Table B2 in the online supplement). We suc-
ceeded in reproducing SCS’s results (results
differ only marginally, because we improved
SCS’s specification slightly; details and a
comparison with SCS’s original results can be
found in Part B in the online supplement). The
first model (Model 1a) contains the main
effect of the proportion of foreigners (meas-
ured in percent). The within effect of this vari-
ableis—.16 (p < .001). This means an increase
in the proportion of foreigners is significantly
associated with decreasing support for welfare
spending, which SCS interpreted as strong
evidence for the conflict hypothesis.

SCS tested two prominent moderator
hypotheses. First, a frequent assumption in
the literature is that conflicts caused by immi-
gration are often evident in initial phases of
immigration, because native citizens are not
yet accustomed to cultures of ethnic diversity

(Allport 1954; Quillian 1995). Consequently,
SCS tested for nonlinear effects of the propor-
tion of foreigners. Second, conflicts caused
by immigration might be especially intense in
times of economic hardship, because natives
might blame immigrants for the poor eco-
nomic situation, or because competition for
welfare resources intensifies in those times
(Quillian 1995; SCS 2016:245). Therefore,
SCS tested for an interaction between the
proportion of foreigners and regional unem-
ployment rates.

Models 1b and 1c (Table 1) give the results
of our replication. The significant negative
effect for the linear term together with the
significant positive effect for the squared term
in Model 1b suggests the negative association
between an increase in foreigners and welfare
support shows up mainly in regions where few
migrants live. The significant interaction
effect with unemployment in Model 1c sug-
gests the negative effect of higher levels of
foreigners mainly exists in regions with high
unemployment rates. Both results provide fur-
ther evidence for the conflict hypothesis.

EAST IS NOT WEST:
ALLOWING FOR
HETEROGENEOUS TIME
TRENDS

In the following we will argue that SCS’s
results are biased due to violations of the paral-
lel trend assumption. Eastern and Western
Germany evolved along quite different devel-
opment paths after reunification. Before 1990,
these two parts of Germany were separate
countries: the former Federal Republic of
Germany (FRG) and the former German Dem-
ocratic Republic (GDR). Even after reunifica-
tion, Eastern and Western Germany still
strongly differ in many aspects, including
central variables in the analyses.

First, as Table A1 in the online supplement
shows, at the state level there is no overlap
between these two parts of Germany concern-
ing the treatment variable proportion foreign-
ers: Eastern German states range between 1.0
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Figure 1. Proportion of Respondents in Favor of Decreasing, Increasing, or Keeping Welfare

Benefits at About the Same Level

Note: GGSS 1994, 2000, 2004, 2010. For detailed descriptive statistics, see Table A1 in the online

supplement.

and 2.8 percent, and Western German states
between 4.9 and 15.3 percent. (On the ROR
level there is a minimal overlap: East between
.8 and 4.0 percent; West between 3.3 and 17.6
percent.) This is because in the GDR only a
few non-natives of befriended socialist coun-
tries were allowed to enter the country. After
reunification, Eastern Germany had the same
immigration legislation as in Western Ger-
many, but few migrants moved to Eastern
Germany (also Western Germany did not see
much net-immigration between 1994 and
2010). Thus, even in 2010, East/West (almost)
completely separates the treatment variable.
Second, the outcome variable (support for
welfare spending) followed heterogeneous
time trends in Eastern and Western Germany
(see Figure 1).2 In Western Germany, each
year about 20 percent of respondents thought
welfare spending should be increased, another
20 percent said it should decrease, and 60
percent, on average, said it should stay as it is.
In contrast, in Eastern Germany, welfare sup-
port was much higher in 1994: about 60

percent of respondents were in favor of
increasing welfare spending, 40 percent
favored a constant level, and virtually no one
wanted it to decrease. This changed dramati-
cally by 2000: now only 36 percent supported
an increase, and 60 percent were in favor of a
constant level. Finally, by 2010, Eastern Ger-
mans’ support for welfare spending had
adapted closely to Western standards.

The exceptional high support for welfare
shortly after reunification and the ensuing
sharp drop can be explained by two historical
processes. In 1994, citizens in Eastern Ger-
many (who mainly grew up with the socialist
system of the GDR) were still more in favor of
state interventions than were citizens in West-
ern Germany. However, after German reunifi-
cation, Easterners lived under the Western
political regime, and gradually their (welfare)
attitudes adapted to those of Western Ger-
mans. In addition, cohort replacement effects
took place, so that more and more cohorts in
Eastern Germany grew up under a democratic
political system. Both mechanisms together
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Figure 2. Proportion of Respondents in Favor of Increasing Welfare Benefits by Proportion

Foreigners

Note: GGSS 1994, 2000, 2004, 2010. This figure plots the proportion of respondents in favor of
increasing welfare against the proportion of foreigners who live in the same region (ROR) at the

time of the survey. Observations for 1994 are highlighted by filled-in symbols. The black lines show
predictions for welfare attitudes separately estimated for Eastern and Western Germany by a local
polynomial smoothing technique, along with a 95 percent confidence interval (gray shaded area). N =
263 observations (four Berlin ROR-years excluded because Berlin spans territory of both the former East

and West Germany).

produced less support for state interventions
in Eastern Germany; this has been called the
“Goodbye Lenin effect” (Alesina and Fuchs-
Schiindeln 2007; Andref and Heien 2001;
Svallfors 2010).

Bringing the pieces together we present a
scatterplot of the proportion of respondents
favoring welfare extension by the proportion
of foreigners (Figure 2). This plot clearly
shows what is going on in the data: the treat-
ment variable almost completely separates
East/West. Furthermore, we see how the
Goodbye Lenin effect operated in Eastern
Germany: here the 1994 observations are sys-
tematically higher. In Western Germany, they
are spread out evenly. Only in Eastern Ger-
many is there a negative association between
the proportion of foreigners and welfare atti-
tudes, which, however, is most likely driven
by the general change in welfare attitudes

shortly after the German reunification and not
by conflict-laden immigration.’

These pronounced regional differences
need to be incorporated into the regression
analyses. SCS tried to tackle this issue by
including a dummy variable controlling for
Eastern versus Western Germany. This is not
sufficient because a dummy variable controls
only for different levels. However, as we
showed there are heterogeneous trends. If
time trends are not parallel, treatment effect
estimates will be biased. In the data at hand
this will produce a spurious effect of propor-
tion of foreigners on welfare support. This
can be seen in Panel 2 (Table 1) where we
allow for different time trends in Eastern and
Western Germany. Technically, we add inter-
action terms between the year dummies and
the East dummy. The within effect of propor-
tion foreigners on the ROR level in Model 2a
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drops to —054 and is no longer statistically
significant (p = .23).

Another approach for tackling the problem
is grounded in the insight that from 2000 to
2010, welfare support largely developed simi-
larly in both parts of Germany (albeit on dif-
ferent levels, see Figure 1). Heterogeneous
trends are mainly produced by the Goodbye
Lenin effect that operated in the 1990s. To get
rid of the problem of heterogeneous time
trends, one could thus simply drop the obser-
vation year 1994. The remaining three survey
years should still provide sufficient data
(5,575 respondents, 199 ROR-years) to get a
reliable estimate of the foreigner effect.
Therefore, in Panel 3 (Table 1) we present
results with SCS’s original specification
(common time trend) but dropping the year
1994. With this second approach, the within
effect of foreigners again becomes much
smaller (—.040) and is no longer statistically
significant (p = .53).

Finally, we suspect the moderator effects
reported by SCS are affected by heterogeneous
time trends in Eastern and Western Germany.
A low level of foreigners and a high unem-
ployment rate characterize Eastern German
regions shortly after reunification (see Table
Al and Figure Al in the online supplement).
Therefore, if we observe strong negative
effects especially in regions with low propor-
tions of foreigners and high unemployment, it
could simply be because these regions were
particularly affected by the Goodbye Lenin
effect. Models 2b/2c and 3b/3c in Table 1 show
the results if we allow for heterogeneous time
trends or drop the year 1994. The main and
interaction effects are now considerably lower
and are not statistically significant. The condi-
tional effect plots in Figure C1 in our online
supplement show what this means. The pat-
terns of the marginal effects dramatically
change, and even in regions that are thought to
provide the most favorable conditions for the
conflict thesis, we no longer see significant
effects of the proportion of foreigners.

Overall, our analyses show that even the
moderator effects reported by SCS were most
likely produced by the Goodbye Lenin effect.

Regions with low proportions of foreigners
and high unemployment were mainly Eastern
German, and there the convergence to the atti-
tudes held by Western Germans (artificially)
produced a negative association between pro-
portion foreigners and welfare support.

ROBUSTNESS CHECKS

We performed several robustness checks to
see whether our null results still obtain when
using alternative specifications (these and
further robustness checks can be found in Part
D of the online supplement).

In their analyses, SCS excluded all ROR-
years with fewer than 10 respondents “to guar-
antee representativeness” (SCS:248). In our
opinion, this selection jeopardizes “representa-
tiveness” by arbitrarily excluding randomly
drawn sample points. Furthermore, SCS kept
respondents in the analysis who indicated hav-
ing “no opinion” on welfare spending (17 per-
cent). This was done by imputing the value 2
(welfare benefits should stay about the same).
This might have lowered statistical power by
adding random noise. We estimated models
where we both include all ROR-years and
exclude respondents with no opinion (Table
D1). We find the same patterns as reported in
Table 1. Thus, we again find no negative effect
of proportion foreigner on welfare support once
allowing for heterogeneous trends.

One could argue that SCS’s interaction
specification did not fit well with their modera-
tor thesis: “the higher the unemployment rate,
the more negative is the effect of foreigners on
natives’ attitude toward providing welfare”
(SCS:242). SCS used a classical interaction
specification. However, as Giesselmann and
Schmidt-Catran (2018) show, this specifica-
tion mixes within- and between-variation. In
our opinion, it corresponds better to their mod-
erator thesis to use only the between-variation
in the unemployment rate as a moderator (the
region-specific mean unemployment rate; this
strategy is explained in more detail in Part D2
of the online supplement). Doing so again sup-
ports the conclusion that no moderator effects
are discernible (Table D2).
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In their online supplement, SCS provide
alternative estimates at the level of federal
states (Bundeslédnder). These estimates show
even stronger evidence for the conflict thesis
(stronger negative effect sizes). We therefore
replicated all analyses on the state level (Table
D3). Again, effects lose significance once
heterogeneous time trends are included. Thus,
on the state level, we again find no support
for the conflict thesis.

SUMMARY AND
CONCLUSIONS

Increasing global integration and migration, as
well as the better availability of regional con-
text data, have renewed scientific interest in
the effects of ethnic diversity (Abascal and
Baldassarri 2015:725). SCS (2016) contrib-
uted to this literature by analyzing regional
units in Germany from 1994 to 2010. In this
comment, we argued that their main finding of a
negative effect of immigration on support for wel-
fare spending is spurious. Two social processes
in the aftermath of German reunification—
Eastern Germans converging to the welfare
attitudes of Western Germans, and foreigners
increasingly migrating to Eastern Germany—
happened simultaneously in the same histori-
cal period, but without any causal connection.
The strong effects SCS found were mainly
driven by the huge decline in welfare support
that happened in Eastern Germany in the
1990s. This decline, however, most likely was
not caused by the influx of migrants (conflict
hypothesis), but by Eastern Germans adapting
to a less interventionist Western welfare sys-
tem (Goodbye Lenin effect).

SCS disregarded these heterogeneous time
trends in Eastern and Western Germany. Once
one allows for heterogeneous time paths, we
no longer find evidence of an effect of immi-
gration on welfare support. We also observe
no compelling evidence for the two modera-
tor theses tested by SCS. The negative effect
of foreigners is not consistently stronger in
regions that are not yet used to migration or
that suffer from unfavorable economic condi-
tions (high unemployment rates). Hence, we

see no empirical basis for SCS’s conclusion
that the conflict hypothesis generalizes to
European-type welfare regimes (cf. SCS
2016:257).

Suggestions for Future Research

We conclude with some general suggestions
for future research on context effects. First,
when analyzing regional data bound to spe-
cific administrative or historical territories,
one should always reflect about spatial pat-
terns that could contaminate results. For the
case at hand, other authors have concluded
that one should treat both parts of Germany—
despite reunification—Ilike separate countries
(Andref3 and Heien 2001). The historical pro-
cess of the German reunification discussed in
this comment is but one example. Other
examples are different development paths
taken by “red” versus “blue” states in the
United States (Gelman et al. 2008), or regional
areas being locked in specific path-dependencies
caused by their economic or geographic pecu-
liarities (Martin and Sunley 2006).

Theoretical reflections can help us notice
such heterogeneity. Also, statistical and visual
tools are beneficial in spotting spatial patterns
that are not adequately captured in data analy-
ses. A first simple method is to check if residu-
als (i.e., unexplained variance) follow any
suspicious non-random pattern. Our online
supplement (Figure D1) provides an example
for this. An alternative possibility would be to
plot residuals (or their autocorrelations) on a
geographic map (for examples, see Darmofal
2015). Marked shifts in the level of residuals
that occur at borders of regional units indicate
a special form of an omitted variable bias: a
(social) mechanism that is not yet well-
reflected in one’s data analyses and that is
bound to specific regional areas. Visualiza-
tions typically allow for much higher transpar-
ency on the consistency of results than does
summarizing evidence solely in regression
tables (Healy and Moody 2014).

Second, detecting such patterns would not
only allow for a better specification of regres-
sion models, but it would also provide insights
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into where to look for the social mechanisms
that caused context effects. In pooled regres-
sion models, one can include interaction terms
to capture unique time trends for distinct
regions. Even more, one could allow for a sepa-
rate trend for each region (Briiderl and Ludwig
2015). These models provide valuable insights
into the question of a convergence or a deepen-
ing division of trends (in social attitudes) across
different regions (Firebaugh 2008).

Finally, although we tried to demonstrate
that the conflict hypothesis did not apply to
Germany in 1994 to 2010, we cannot deter-
mine whether it will apply to other European-
type welfare states. Many European countries
that are not yet well accustomed to ethnic
diversity are currently experiencing a strong
inflow of refugees. At the same time, they are
often facing economic hardship and rising
anti-foreigner resentments. A better under-
standing of the possible associations between
immigration and welfare solidarity is thus
important. SCS introduced an innovative
research design for this endeavor, and we hope
our comment encourages researchers to utilize
this design in an even more fruitful way.
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Data Note

We used micro data from the ALLBUS 1980-2010
(GESIS 2013) and regional data provided by the federal
statistical office (https://www-genesis.destatis.de). Repli-
cation files (Stata do-files and the regional data) can be
found in the supplemental material accompanying this
article.

Notes

1. In the statistical software package Stata, SCS used
the command “meglm.” Following SCS, we do not
use cluster robust standard errors. SCS facilitated
a replication by publishing all analysis code and
regional level data on their homepage.

2. SCS probably overlooked this because they presented
a graph that only shows the proportion in favor of
decreasing welfare spending (see their Figure 1).

3. This becomes even more obvious in Figure D1
(online supplement), which provides scatterplots
separately for all federal states. Only in Eastern
German states is there a consistent negative associa-
tion between welfare attitudes and foreigners, and
this association is only produced by the change in
both variables shortly after reunification.
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