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Abed, George T.

PD July 2000. TI  Corruption, Structural Reforms, and
Economic Performance in the Transition Economies.
AU  Abed, George T.; Davoodi, Hamid R. AA  International
Monetary Fund. SR International Monetary Fund Working
Paper: WP/00/132; International Monetary Fund, 700 19th
Street, Washington, DC 20431. PG 47. PR not available.
JE D72, D73, O17, P4l, P47. KW Corruption. Structural
Reforrhs. Transition Economies.

AB  Recent studies have highlighted the adverse impact of
corruption on economic performance. This paper advances the
hypothesis that corruption is largely a symptom of underlying
weaknesses in public policies and institutions, a formulation
that provides deeper insights into economic performance than
do measures of "perceived corruption.” The hypothesis is
tested by assessing the relative importance of structural reforms
vs. corruption in explaining macroeconomic performance in the
transition economies. The paper finds that for four widely used
measures of economic performance-growth, inflation, the fiscal
balance. and foreign direct investment-structural reforms tend
to dominate the corruption variable.

Abul Naga, Ramses H.
PD June 2000. TI  Galtonian Regression of

Intergenerational Income Linkages: Biased Procedures, a New
Estimator  and Mean-Square Error  Comparisons.
AA  University of Lausanne. SR Universite de Lausanne,
Cahiers de Recherches Economiques: 00/13; Ecole des HEC-
DEEP, Department d'Econometrie et d’Economie Politique,
University of Lausanne-BFSH 1--Dorigny, CH-1015 Lausanne,
Switzerland. Website: www.hec.unil.ch/depart/DEEP/
cahiers/cah-listhtm. PG 23. PR no charge. JE 132,
J62. KW Intergenerational Mobility. Galtonian Regression.
Errors in Variables. Mean-Square Errors.

AB Because the permanent incomes of parents are children
are  typically unobserved, the estimation of the
intergenerational correlation via the use of proxy variables
entails an errors-in-variables bias. By solving a system of
moment equations for income observed at a given year, and a
T-period average of this variable, we derive an analytical form
for the signal to total variance ratio. In turn, we propose a
simple estimator of the intergenerational elasticity via division
of the OLS estimator by this quantity. Estimates of the
intergenerational elasticity derived from a PSID sample range
between 0.34 and 0.69. The averaging estimator provides
intermediary values between OLS and the proposed estimator.
Persistence is higher for family income measures than labor
market outcomes. Estimates generally increase for moving
average specifications in comparison to the assumption that
measurement errors are uncorrelated. The three estimators are
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further examined in the light of their mean-square errors
(square bias plus variance).

PD July 20000 TI A Note on the Estimation of
Intergenerational Income Correlations by the Method of
Averaging. AA  University of Lausanne. SR Universite de
Lausanne, Cahiers de Recherches Economiques: 00/14; Ecole
des HEC-DEEP, Department d'Econometrie et d'Economie
Politique, University of Lausanne-BFSH 1--Dorigny, CH-1015
Lausanne, Switzerland. Website: www hec.unil.ch/
depart/DEEP/cahiers/cah-listhtm. PG 8. PR no charge.
JE 132,]J62. KW Intergenerational Mobility. Measurement
Error. Averaging Methods. Minimum Variance Estimation.

AB Averaging methods are routinely used in order to limit
biases resulting from the mismeasurement of permanent
incomes. The Solon/Zimmerman estimator regresses a single-
year measurement of the child’s resources on a T-period
average of the parents’ income while the Behrman/Taubman
estimator regresses an S-period average of the child’s resources
on a T-period average of the parents’ income. The latter
estimator is shown to be the arithmetic mean of the S slope
estimates arising from the Solon/Zimmerman methodology.
However, because sampling variation produces yearly changes
in the variance of children's incomes, it is shown that the
Behrman/Taubman estimator is not efficient in the class of
estimators which can be expressed as a weighted sum of the S
distinct Solon/Zimmerman estimates. The minimum variance
estimator in the above class is thus derived and applied to a US
sample.

PD November 2000. Tl Poverty and Permanent [ncome:
A Methodology for Cross-Section Data. AU Abul Naga,
Ramses H.. Bolzani, Enrico. AA University of Lausanne.
SR Universite de Lausanne, Cahiers de Recherches
Economiques: 00/26; Ecole des HEC-DEEP, Department
d’Econometrie et d'Economie Politique, University of
Lausanne-BFSH 1--Dorigny, CH-1015 Lausanne, Switzerland.
Website:  www.hec.unil.ch/departDEEP/cahiers/cah-list.htm.
PG 41. PR no charge. JE C2i, C31, D61, D63, 132.
KW Poverty. Permanent Income. Latent Variables. Prediction.
Switzerland.

AB If the set of households which are income poor does not
fully overlap with the set of the consumption poor, it could well
be that income and consumption expenditure convey different
information regarding an unobserved variable on the basis of
which families allocate their resources intertemporally. This
paper presents a methodology for predicting the unobserved
permanent incomes of households using multiple welfare
indicators typically available in cross-section data. The
methods are illustrated using data from the Swiss Consumption
Survey of 1990.
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TI La Distribution des Salaires en Suisse: Quelques
Observations sur la Recession des Annees 90. AU Bolzani,
Enrico; Abul Naga, Ramses H.

PD April 2001. TI  Biases of the Ordinary Least Squares
and Instrumental Variables Estimators of the Intergenerational
Earnings Correlation: Revisited in the Light of Panel Data.
AA  University of Lausanne. SR Universite de Lausanne,
Cahiers de Recherches Economiques: 01/05; Ecole des HEC-
DEEP, Department d’Econometrie et d’Economie Politique,
University of Lausanne-BFSH 1--Dorigny, CH-1015 Lausanne,
Switzerland. Website: www.hec.unil.ch/departyDEEP/
cahiers/cah-listhtim. PG 16. PR no charge. JE 131,
132, J62. KW Intergenerational Mobility. Measurement Error.
Panel Data. Biased Estimation.

AB The OLS estimator of the intergenerational eamings
correlation is biased towards zero, while the instrumental
variables estimator is biased upwards. The first of these results
arises because of measurement error, while the latter rests on
the presumption that the education of the parent family is an
invalid instrument. We propose a panel data framework for
quantifying the asymptotic biases of these estimators as well as
a misspecification test for the IV estimator. Using US data we
estimate the bias of the OLS estimator to be in the order of 10%
to 20%, and that of IV to vary between 40% and 60%.
Supporting evidence that the IV estimator is inconsistent, in
face of the specification test, is however limited, and results are
shown to be sensitive to the assumptions underlying the serial
correlation in transitory incomes.

Acutt, Melinda

PD May 1999. TI Regulatory Conflict? Environmental

and Economic Regulation of Electricity Generation.
AU Acutt. Melinda; Elliott, Caroline. AA Acutt:
University of Liverpool. Elliott: Lancaster University.

SR Fondazione Eni Enrico Mattei Note di Lavoro: 40/99;
Fondazione Eni Enrico Mattei, Corso Magenta 63, 20123
Milano, Italy., Website: www.feem.it. PG 24, PR 10
papers minimum order at $4.00 each; annual subscription at

$250.00. JE H23, L51, L52, L94, Q48.
KW Environmental Reguiation. Economic Regulation.
Electricity Generation. Energy. Pollution.

AB Implementation of policies aimed at reducing

atmospheric emissions has drawn attention to the need to
integrate policies aimed at protection of the environment into
other policy areas such as energy. In this paper we are
concermed with the interaction of environmental policies aimed
at reducing pollution, and economic policies aimed at reducing
market power, in the electricity generation industry. While our
analysis focuses on the post privatization experiences in
England and Wales, the analysis is intended to be of a wider
applicability. In a theoretical model we find that there are
welfare gains to be made from a move from the current non-
cooperative regulatory regime to co- operative regulation
between the environmental and economic regulators -- a result
that holds for the alternative environmental policies of a
technology standard and an emissions tax.

Adedeji, Olumuyiwa S.

TI  Determinants of Inflation in the Islamic Republic of Iran
-- A Macroeconomic Analysis. AU Liu, Olin; Adedeji,
Olumuyiwa S:
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Aghion, Philippe

PD June 1999. TI Inequality and Economic Growth: The
Perspective of the New Growth Theories. AU Aghion,
Phifippe; Caroli, Eve; Garcia-Penalosa, Cecilia. AA  Aghion:
University College London and EBRD. Caroli: INRA-LEA and
CEPREMAP. Garcia-Penalosa: Nuffield College, Oxford.
SR CEPREMAP Discussion Paper: 9908; Bibliotheque,
CEPREMAP, 142 rue du Chevaleret, 75013-Paris, France.
Website: www.cepremap.cnrs.fr/. PG 87. PR 30 francs.
JE F43, L22, 015, 033, 047. KW Endogenous Growth.
Inequality. Technological Change. International Trade.
Organizational Change.

AB In this article, we review the literature focusing on the
relationships between inequality and economic growth. In a
first section, we study the impact of wealth inequality on the
dynamics of growth. We show that wealth inequality may be
bad for growth, in particular when capital markets are
imperfect and agents are heterogeneous, or when some agents
suffer from institutional limitations in the access to investment.
In a second section we study the impact of economic growth
upon the evolution of wage inequality. This has sharply risen
in the US and the UK since the beginning of the 1980s. We
suggest that technical change has been the major source of this
rise through both direct and indirect effects. Indeed
explanations based on international trade or organizational
change can account for the observed rise in wage inequality
only when combined with skill- biased technical change.

Ahn, Dong-Hyun

PD July 1999. Tl Behavioralize This! Intemational
Evidence on Autocorrelation Patterns of Stock Index and
Futures Returns. AU Ahn, Dong-Hyun; Boudoukh, Jacob;
Richardson, Matthew; Whitelaw, Robert F. AA Ahn:
University of North Carolina. Boudoukh and Richardson: NYU
and NBER. Whitelaw: NYU. SR National Bureau of
Economic Research Working Paper: 7214: National Bureau of
Economic Research, 1050 Massachusetts Avenue, Cambridge,
MA 02138. Website: www.nber.org. PG 22. PR $5.00.
JE Gl1, GI2, GI3, GI5. KW Asset Pricing. Pontfolio
Choice.  Futures  Pricing.  Autocorrelation. Market
Microstructure.

AB This paper investigates the relation between returns on
stock indices and their corresponding futures contracts in order
to evaluate potential explanations for the pervasive yet
anomalous evidence of positive, short-horizon portfolio
autocorrelations. Using a simple theoretical framework, we
generate empirical implications for both microstructure and
behavioral models. These implications are then tested using
futures data on 24 contracts across 15 countries. The major
findings are (i) return autocorrelations of indices tend to be
positive even though their corresponding futures contracts have
autocorrelations close 1o zero, (ii) these autocorrelation
differences between spot and futures markets are maintained
even under conditions favorable for spot-futures arbitrage, and
(iii) these autocorrelation differences are most prevalent during
low volume periods. These results point us towards a market
microstructure-based  explanation  for short-  horizon
autocorrelations and away from explanations based on current
popular behavioral models.

Akram, Qaisar Farooq
PD June 2000. TI PPP Despite Real Shocks: An
Empirical Analysis of the Norwegian Real Exchange Rate.
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AA Norges Bank. SR University of Oxford, Department
of Economics Discussion Paper: 30; Working Paper Co-
ordinator, Department of Economics, Manor Road Building,
Oxford OXl1 3UQ, England. Website:
www economics.ox.ac.uj/. PG 43, PR no charge.
JE C22, C32, CS1, E31, ES8, F4t, 151. KW PPP. Real
Exchange Rate. Qil Prices. Dutch Disease. Wage Bargaining.
Exchange Rate Policy. Cointegration.

AB Despite the emerging consensus on the validity of
purchasing power parity (PPP) between trading countries in the
long run, empirical evidence in favor of the PPP theory is
scarce in data predominantly exposed to real shocks. This paper
tests for PPP between Norway and its trading partners using
quarterly observations from the post Bretton Woods period, in
which the Norwegian economy has been exposed to numerous
real shocks as repeated revaluation of oil and gas resources
through new discoveries and price fluctuations. The paper
undertakes an extensive examination of the behavior of the
Norwegian real and nominal exchange rates and shows that it is
remarkably consistent with the PPP theory. Moreover,
convergence towards the equilibrium level appears relatively
fast, which is partly ascribed to the Norwegian government’s
competitiveness  preserving policies and the system of
centralized wage bargaining.

PD July 2000. TI When Does the Oil Price Affect the
Norwegian  Exchange  Rate? AA Norges  Bank.
SR University of Oxford, Department of Economics
Discussion Paper: 31; Working Paper Co-ordinator, Department
of Economics, Manor Road Building, Oxford OXl1 3UQ,
England.  Website:  www.economics.ox.ac.uj/. PG 55.
PR no charge. JE C51, Ed44, ES52, F31. KW Currency
Crises. Exchange Rate. Oil Price. Non-Linear Models.

AB  Major changes in the Norwegian exchange rate have
often coincided with large fluctuations in the price of crude oil.
Previous empirical studies have however suggested a weak and
ambiguous relation between the oil price and the exchange rate.
In contrast to these studies, this paper explores the possibility
of a non-linear relation between oil prices and the exchange
rate. An examination of daily observations reveals a negative
relation between the oil price and the nominal value of the
currency. The strength of this relation depends on whether the
oil price is below, inside or above the range of 14-20 US dollars
a barrel. Moreover, it depends on whether the oil price is
displaying a falling or rising trend. The relation is relatively
strong when oil prices are below 14 dollars and are falling.
These non-linear effects are tested and quantified within
equilibrium correcting models of the exchange rate, derived on
monthly and quarterly data to control for the influence of other
macroeconomic variables. The paper undertakes an extensive
evaluation of the derived models to demonstrate the robustness
of the resulits.

Alberola, Enrique

PD August 2000. TI  Fiscal Discipline & Exchange Rate
Regimes: A Case for Currency Boards? AU Alberola,
Enrique; Molina, Luis. AA Banco de Espana. SR Banco
de Espana, Documentos de Trabajo: 0006; Banco de Espana,
Seccion de Publicaciones, Negociado de Distribucion vy
Gestion, Alcala, 50, 28014 Madrid, Spain. Website:
www.bde.es/doctrab/doctrab.htm. PG 34, PR single copy
430 pesetas; annual subscription 10,000 pesetas; payment
accepted only in Spanish currency. JE E42, ESI, H63.
KW Seignoriage. Fiscal Discipline. Exchange Rate Regimes.
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AB Empirical evidence shows that fixed exchange rates do
not provide more fiscal discipline than flexible regimes, despite
the fact that, in principle, fixing the exchange rate imposes
important restrictions on seignoriage revenues. A more detailed
analysis of seignoriage allows us to explain the channels
whereby monetary financing is possible in the short and
medium run even with an exchange rate peg. More precisely, it
is argued that the traditional concept of monetary seignoriage is
misguided and that fiscal seignoriage, defined as the actual
revenues accruing to government from the Central Bank, is a
key variable to determine fiscal discipline. The paper shows
that a peculiar version of fixed regimens, the currency boards,
may effectively restrain fiscal policy by ruling out fiscal
seignoriage. An indirect confirmation of these hypothesis is
advanced by observing the empirical link between monetary
seignoriage and fiscal seignoriage, and their relation with fiscal
discipline.

TI  Transmission of Shocks and Monetary Policy in the Euro
Area. An Exercise with NIGEM. AU Ortega, Eva; Alberola,
Enrique.

Albrecht, Johan

PD July 1999. TI  Making CO2 Emission Trading More
Effective: Integrating Cross- Sectoral Energy Efficiency
Opportunities. AA  University of Ghent-CEEM.
SR Fondazione Eni Enrico Mattei Note di Lavoro: 47/99;
Fondazione Eni Enrico Mattei, Corso Magenta 63, 20123
Milano, Italy. Website: www.feem.it. PG 22. PR 10
papers minimum order at $4.00 each; annual subscription at
$250.00. JE D60, L62, 038, Q25, Q28. KW Emissions
Trading. Greenhouse Gases. Energy Efficiency. Clean
Technologies. Automobile Industry.

AB Starting from CO2 emissions data collecied during both
the production phase and during the lifetime of cars and trucks.
we argue that impressive opportunities to reduce emissions can
be found in the consumption phase. It is however obvious that
energy taxes alone will not lead to a strong reduction of
transport emissions. New instruments that stimulate
technological innovations should therefore focus on emissions
during product use. In our opinion, current designs and
proposals for CO2 emission trading systems do not provide
incentives to stimulate cross-sectoral energy efficiency
investments like the development of cleaner cars and trucks.
We think manufacturers should be "rewarded” when their
products allow consumers to save energy during consumption.
To adapt these flexible designs, we introduced the concept of a
“tradable certificate”, an allowance for each ton CO2 avoided as
a result of selling a vehicle that is much more energy efficient
than other new vehicles.

Alcamo, Joseph

TI A Different Perspective for Global Climate Policy:
Combining Burden Sharing and Climate Protection.
AU Onigkeit, Janina; Alcamo, Joseph.

Alesina, Alberto

PD May 1999. TI Do Corrupt Governments Receive Less
Foreign Aid? AU Alesina, Alberto; Weder, Beatrice.
AA Alesina: Harvard University and NBER. Weder:

University of Basel. SR National Bureau of Economic
Research Working Paper: 7108; National Bureau of Economic
Research, 1050 Massachusetts Avenue, Cambridge, MA 02138.
Website: www.nberorg. PG 20. PR $500. JE F35,
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KW Foreign Aid. Corruption.

AB Critics of foreign aid programs argue that these funds
often support corrupt governments and inefficient
bureaucracies. Supporters argue that foreign aid can be used to
reward good governments. This paper documents that there is
no evidence that less corrupt governments receive more foreign
aid. On the contrary, according to some measures of corruption,
more corrupt governments receive more aid. Also, we could not
find any evidence that an increase in foreign aid reduces
corruption. In summary, the answer to the question posed in the
title is "no”.

Alexander, Kern

PD March 2000. TI The Role of the Basle Standards in
International Banking Supervision. AA  University of
Cambridge. SR University of Cambridge, ESRC Centre for
Business Research Working Paper: WP153; Centre for Business
Research, Department of Applied Economics, University of
Cambridge, Sidgwick Avenue, Cambridge CB3 9DE, England.
Website: www.cbr.cam.ac.uk. PG 34, PR $10.00 (5
pounds); checks payable to University of Cambridge.
JE F02, F42, GIS, G21, K29. KW International Banking.
Intemational Law.  International Finance.  Banks.
International-Policy Coordination. International Transmission.
AB This paper analyses the emerging international
supervisory regime for banking institutions that operate on a
transnational basis, focusing on the Basle framework as an
institutional regime of norms and principles that govern
international financial relations amongst the G10 countries. The
Basle committee on banking supervision has played a
significant role in developing principles of sound regulatory
practice for national supervisors to adopt in their jurisdictions.
Increasing deregulation and liberalization of international
financial markets necessitates effective international minimum
standards of supervisory practice. This paper further suggests
that the increasing complexity of international financial
markets and the need to reduce systemic risk require a global
supervisor to coordinate the regulatory activities of national
authorities. Indeed, a global supervisor should take the lead in
providing information and expertise for national authorities and
should, in some cases, take more proactive measures to ensure
compliance with international norms.

PD September 2000. TI The Legalization of the
International Anti-Money Laundering Regime: The Role of the
Financial Action Task Force. AA University of Cambridge.
SR University of Cambridge, ESRC Centre for Business
Research Working Paper: WP177; ESRC Centre for Business
Research, Department of Applied Economics, University of
Cambridge, Sidgwick Avenue, Cambridge CB3 9DE, United
Kingdom. Website: www.cbr.cam.ac.uk. PG 45,
PR $10.00 (5 pounds); checks payable to University of
Cambridge. JE F42, G15, G21, K14, K33. KW Money
Laundering. Financial Crime. Intemational Banking. Law.

AB The emergence of an international regime of soft law
principles and rules to prohibit money laundering by financial
institutions and other intermediaries is an important step in
reducing systemic risk in the international financial system.
This paper analyses the various international instruments and
principles adopted by leading states at the international level to
combat money laundering by financial institutions. It argues
that these multilateral initiatives have facilitated the
development of effective international principles and rules that
have been adopted as binding national legislation in many
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leading states. This has had a major impact in reducing
international financial crime, and thereby reducing systemic
risk in the international financial system.

Allari, Giorgio

TI The Challenges for the Next Decade: Notes on the
Debate on the Development of the Emilia-Romagna Region.
AU Russo, Margherita; Allari, Giorgio; Bertini, Silvano;
Bonaretti, Paolo; De Leo, Elio; Fiorani, Giuseppe; Rinaldini,
Gianni.

Alonso, Francisco

PD December 2000. TI  Estimating Liquidity Premia in
the Spanish Government Securities Market. AU Alonso,
Francisco; Blanco, Roberto; del Rio, Ana; Sanchis, Alicia.
AA Banco de Espana. SR Banco de Espana, Documentos
de Trabajo: 0017: Banco de Espana, Seccion de Publicaciones,
Negociado de Distribucion y Gestion, Alcala, 50, 28014
Madrid, Spain. Website: www.bde.es/doctrab/ doctrab.htm.
PG 38 PR single copy 430 pesetas; annual subscription
10,000 pesetas; payment accepted only in Spanish currency.
JE E43, GI12. KW Liquidity Premium. Bid-Ask Spread.
Yield Curve. Benchmark.

AB This paper investigates the presence of liquidity premia
in the relative pricing of assets traded on the Spanish
government securities market. First, we propose a classification
of bonds into four different categories based on their degree of
liquidity. Second, we estimate liquidity premia, including
liquidity parameters in the estimation of the zero-coupon yield
curve. The results suggest the existence of a liquidity premium
for post-benchmark bonds (both strippable and non- strippable).
The size of this premium is relatively small. In the case of pre-
benchmark bonds, the lack of liquidity does not seem to be
priced. We also show that these pricing discrepancies are robust
to the impact of taxes on bonds.

Althaler, Karl S.

PD October 2000. TI DEA Problems Under Geometrical
or Probability Uncertainties of Sample Data. AU Althaler,
Karl S.; Slavova, Tatjana. AA Institute for Advanced Studies
(IHS). SR Institute for Advanced Studies (IHS), Economics
Series: 89; Institute for Advanced Studies (IHS), Library,
Stumpergasse 56, A-1060 Vienna, Austria. Website:
www.ihs.ac.at. PG 23. PR Individuals: ATS 80.00 -- EUR
5.81; Institutions: ATS 250.00 -- EUR 18.17. JE C81, D81,
H72. KW DEA. Sample Data. Uncertainty. Linear
Programming. Minimax Optimization. Stochastic
Optimization. Stochastic Frontier.

AB  This paper discusses the theoretical and practical aspects
of new methods for solving DEA problems under real-life
geometrical uncertainty and probability uncertainty of sample
data. The proposed minimax approach to solve problems with
geometrical uncertainty of sample data involves an
implementation of linear programming or minimax
optimization, whereas the problems with probability
uncertainty of sample data are solved through implementing of
econometric and new stochastic optimization methods, using
the stochastic frontier functions estimation.

Altonji, Joseph G.

PD July 1999. TI The Extent and Consequences of
Downward Nominal Wage Rigidity. AU Altonji, Joseph G.;
Devereux, Paul J. AA  Altonji: Northwestern University and
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NBER. Devereux: University of California, Los Angeles.
SR National Bureau of Economic Research Working Paper:
7236, National Bureau of Economic Research, 1050
Massachusetts Avenue, Cambridge, MA 02138. Website:
www.nber.org. PG 28, PR $5.00. JE E24, E31, J33.
KW Wage Flexibility. Nominal Rigidity. Wage Dynamics.
AB  Using the panel study of Income Dynamics we find that
true wage changes have many fewer nominal cuts and more
nominal freezes than reported nominal wage change. The data
overwhelmingly rejects a model of flexible wage change and
provides some evidence against a model of perfect downward
flexibility in favor of a more general model. The more general
model incorporates downward rigidity but specifies that
nominal wage cuts may occur when large cuts would occur in
the absence of the wage rigidity. However, the results of the
general model imply that nominal wage cuts are rare. We also
analyze the personnel files of large corporation and find cuts in
base pay are rare and almost always associated with changes in
full time status or a switch between compensation schemes
involving incentives. Our evidence on the consequences of
nominal wage rigidity is mixed. We find modest support for the
hypothesis that workers who are overpaid because of nominal
wage rigidity are like less likely to quit.

Amable, Bruno

PD May 1999. TI  Identifying the Structure of Institutions
to Promote Innovation and Growth. AU Amable, Bruno;
Petit, Pascal. AA  Amable: CEPREMAP-Universite de Lille.

Petit: CEPREMAP-CNRS. SR CEPREMAP Discussion
Paper:  9919; Bibliotheque, CEPREMAP, 142 rue du
Chevaleret, 75013-Paris, France. Website:

www.cepremap.cnrs.fr/. PG 28. PR 25 francs. JE  B25,
D62, E60, 033, O40. KW Institutions. Innovation. National
Systems. Growth. Complementarity.

AB  This paper investigates the possibility of accounting for
the role played by institutions in the dynamics of technical
change and growth in a policy oriented perspective. The main
question is to choose the institutions relevant for such an
analysis. Approaches like that of the National Systems of
Innovation start from a sectoral point of view, i.e. science and
technology, and progressively extend the range of institutions
considered in the analysis with a logic of connection between
institutions and fields. Other institutionalist approaches
consider the whole range of institutions affecting economic
behavior and make no a-priori restrictions. This paper pleads
for an intermediate approach where the selection of relevant
institutions is guided by the concept of complementarity of
institutions. We distinguish two types of institutional
complementarities, and we indicate some possible
developments relevant for economic policy.

Amato, Jeffery D.

PD October 1999. TI  Monetary Policy in an Estimated
Optimization-Based Model With Sticky Prices and Wages.
AU Amato, Jeffery D.; Laubach, Thomas. AA Amato:
Bank for International Settlements. Laubach: Federal Reserve
Bank of Kansas City. SR Federal Reserve Bank of Kansas
City Research Working Paper: RWP 99/09; Public Affairs,
Federal Reserve Bank of Kansas City, 925 Grand Blvd., Kansas
City, MO 64198. Website: www.kc.frb.org/publicat/
reswkpap/rwpmain.htm. PG 31. PR no  charge.
JE E31, E32, E52. KW Nominal Wage. Price Rigidity.
Interest Rate Rules. Minimum Distance.
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AB This paper serves two purposes. First, it provides
estimates of an optimization-based equilibrium model with
sticky ‘prices and wages. Second, the estimated model is used
to analyze the welfare properties of various interest rate rules
for conducting monetary policy. As shown by Erceg et al.
(1999), an important feature of this model is that it involves a
tradeoff between the variances of price and wage inflation and
the output gap. This tradeoff implies that it is desirable for the
monetary authority to respond to more than inflation, output,
and past interest rates when setting the current interest rate.
Indeed, the welfare optimal policy can be approximated with
responses to both price and wage inflation and the past interest
rate. By contrast, rules that call for a strong response to either
detrended output or the output gap result in a much lower level
of welfare.

PD October 1999. TI  Forecast-Based Monetary Policy.
AU Amato, Jeffery D.; Laubach, Thomas. AA Amato:
Bank for International Settlements. Laubach: Federal Reserve
Bank of Kansas City. SR Federal Reserve Bank of Kansas
City Research Working Paper: RWP 99/10; Public Affairs,
Federal Reserve Bank of Kansas City, 925 Grand Blvd., Kansas
City, MO 64198, Website:  www.ke.frb.org/publicat/
reswkpap/rwpmain.htm. PG 27. PR no  charge.
JE E31, E32, E52. KW Inflation Targeting. Nominal
Wage. Price Rigidity. Interest Rate Rules.

AB A number of central banks use (published or
unpublished) forecasts of goal variables as key ingredients in
their decisions for instrument settings. This use of forecasts is
modelled as a particular form of objective with the
minimization of which the central bank is charged. We use an
estimated optimization-based model with staggered price and
wage setting to analyze the welfare properties of such
objectives and their implications for the form of instrument
rules. We find that stabilizing expected price inflation at a
horizon of two years around target dominates policies of
stabilizing inflation at shorter or longer horizons. However,
stabilizing all fluctuations, not just forecastable ones, in both
wage and price inflation leads to the closest approximation to
the welfare-optimal rule.

Andersen, Palle

PD December 1999. TI A Note on Alternative Measures
of Real Bond Rates. AA University of Aarhus. SR Aarhus
Department of Economics Working Paper:  1999/25;
Department of Economics, University of Aarhus, Building 350,
Universitetsparken, DK- 8000 Aarhus C, Denmark. Website:
www.eco.aau.dk/afn. PG 33. PR no charge. JE E3],
E43, E47. KW Inflationary Expectations. Real Bond Rates.
Co-Integration.

AB  The purpose of this note is to derive measures of ex ante
long-term real interest rates that satisfy Fisher's notion of a
long-run relationship between expectations of inflation and
nominal interest rates. We do so by adopting a backward-
looking approach that also takes account of the increasing
integration of financial markets by allowing for global
influences of national bond rates. The results point to long
memories in the inflation formation process as well as to
significant international linkages. Moreover, once these effects
are allowed for, expectations of inflation and long-term bond
rates appear to be co- integrated with co-integration vectors of
unity. However, whether the measures derived provide better
estimates of agents’ actual perceptions of ex ante real rates than
those commonly used remains to be seen, as we do not test their
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forecasting ability.

Andersen, Torben M.

PD December 2000. TI Nominal Rigidities and the
Optimal Rate of Inflation. AA University of Aarhus.
SR Aarhus Department of Economics Working Paper:
2000/19; Department of Economics, University of Aarhus,
Building 350, Universitetsparken, DK- 8000 Aarhus C,
Denmark. Website: www.eco.aau.dk/afn. PG 20. PR no
charge. JE E31, E5S2. KW Nominal Rigidities. Allocative
Efficiency. Optimal Inflation Rate.

AB Inflation may enhance the efficiency of the price system
in the presence of nominal rigidities. For the price system to
function efficiently there is a need for nominal prices to adjust
both 1o real and nominal shocks for relative prices to
disseminate the appropriate signals. Since the incentive for
price setters to change prices depends not only on the costs of
changing prices but also on the realized shocks, it follows that
the rate of inflation may affect the incentive to change prices.
The higher the rate of inflation the larger the incentive to
change prices, and in the presence of real shocks requiring
adjustment of relative prices this may lead to a better
functioning price system. Empirical evidence supports that
nominal rigidities are more prevalent at low rates of infiation. It
follows that there can be welfare costs of targeting inflation at
too low a level.

PD December 1999. TI  Product Market Integration and
European Labour Markets. AU Andersen, Torben M.;
Haldrup, Niels: Sorensen, Jan Rose. AA  Univemity of
Aarhus. SR Aarhus Department of Economics Working
Paper: 1999/26: Department of Economics, University of
Aarhus, Building 350, Universitetsparken, DK- 8000 Aarhus C,
Denmark. Website: www.eco.aau.dk/afn. PG 28. PR no
charge. JE FI12, J3]1. KW Integration. Market Power.
Wage Convergence.

AB  European labor markets are in a state of flux due to the
changing market situation induced by international integration.
This process affects wage formation through more intense
product market competition and increased mobility of jobs.
This development is by some observers taken to enforce labor
market flexibility, while, for others it signals an erosion of
social standards and possibly the welfare society. Since labor in
Europe is not very mobile, the effects of international
integration are mostly indirect via product market integration.
We review the channels through which product market
integration affects labor markets and perform an empirical
analysis of the convergence and interdependencies in wage
formation among EU-countries. We find that integration is
changing labor market structures and inducing wage
convergences as well as stronger wage interdependencies, but it
is a gradual process. Moreover, the present study neither
provides support for the notion that international integration
will lead to a “"race to the bottom" and rapidly erode domestic
labor market standards nor that it will relieve politicians of the
need to consider labor market reforms to improve labor market
performance.

PD December 1999. TI Noisy Financial Signals and
Persistent Effects of Nominal Shocks in Open Economies.
AU Andersen, Torben M.; Beier, Niels C. AA  University
of Aarhus. SR Aarhus Depariment of Economics Working
Paper: 1999/28. Department of Economics, University of
Aarhus, Building 350, Universitetsparken, DK- 8000 Aarhus C,
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Denmark. Website: www.eco.aau.dk/afn. PG 81. PR no
charge. JE E32, F4l. KW Exchange Rates. Imperfect
Information. Learning. Nominal Shocks.  Persistence.
Temporary Shocks. Permanent Shocks.

AB Floating exchange rates display substantial short-run
volatility implying that agents face a nontrivial information
problem when seeking to disentangle temporary from
permanent changes. Agents accumulate information and learn
over time, and we analyze whether this basic information
problem in the presence of nominal contracts can account for
persistent effects of nominal shocks. Specifically we use a
general equilibrium two-country model with specialized
production and one- period nominal contracts and consider the
propagation of nominal shocks over time. Informational
problems are shown to have important qualitative and
potentially strong quantitative importance for the propagation
of nominal shocks.

Andres, J.

PD June 2000. TI Monetary Policy and Exchange Rate
Behavior in the Fiscal Theory of the Price Level
AU Andres, J.; Ballabriga, F.; Valles, Javier. AA Banco de
Espana. SR Banco de Espana, Documentos de Trabajo:
0004; Banco de Espana, Seccion de Publicaciones, Negociado
de Distribucion y Gestion, Alcala, 50, 28014 Madrid, Spain.
Website: www.bde.es/doctrab/doctrab.htm. PG 41
PR single copy 430 pesetas; annual subscription 10,000
pesetas; payment accepted only in Spanish currency.
JE E3l; E63; F31. KW Fiscal Theory. Price Level.
Exchange Rates. Endogenous Rules.

AB The fiscal theory of the price level has chalienged the
conventional view that monetary factors drive prices and
exchange rates and has also provided a rationale for fiscal
restrictions in a monetary union. This paper reviews the main
results and compelling criticisms of this theory, analyzing the
effects of monetary and fiscal shocks under a fiscal regime. We
pay special attention to the determinants of the exchange rate
and to the ways to eliminate the exchange rate indeterminacy
that arise under interest rate peg.

Antoci, Angelo

PD November 1999. TI  Negative Externalities as the
Engine of Growth in an Evolutionary Context. AU  Antoci,
Angelo; Bartolini, Stefano. AA Antoci: University of
Sassari, Italy. Bartolini: University of Trento, Italy.
SR Fondazione Eni Enrico Mattei Note di Lavoro: 83/99;
Fondazione Eni Enrico Mattei, Corso Magenta 63, 20123
Milano, Italy. Website: www.feem.itt PG 24. PR 10
papers minimum order at $4.00 each; annual subscription at
$250.00. JE D62, 040, Q20. KW Extemalities. Growth.
Renewable Resources. Environment. Evolutionary Games.

AB The authors present a simple growth model which has
two original features: the strategic context considered, which is
an evolutionary game, and the growth mechanism described, in
which growth is caused by negative externalities. In this model
welfare depends on three goods: leisure, a free environmental
renewable resource, and a non-storable output. The
environmental resource is subject.to negative externalities, that
is, it is deteriorated by the production of the output. Faced with
a forced reduction of the resource, agents may react by
increasing the labor supply in order to produce and consume
substitutes for the diminishing resource. The increase in
preduction and consumption that follows, i.e. growth, generates
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a further deterioration of the environmental resource, thus
giving rise to a self-feeding growth process. The conditions
under which multiple equilibria and Pareto-worsening growth
dynamics arise, are analyzed. Besides showing the logical
possibility that negative externalities are the engine of growth,
the authors suggest practical relevance. They suggest that the
model may be interpreted as a push development model and
that it may also contribute to explain some aspects of growth in
advanced countries.

Arellano, Manuel

TI  The Distribution of Earnings in Spain during the 1980s:
The Effects of Skill, Unemployment, and Union Power.
AU Bover, Olympia; Bentolila, Samuel; Arellano, Manuel.

Argimon, Isabel

TI Does Public Ownership Affect Business Performance?
Empirical Evidence with Panel Data from the Spanish
Manufacturing Sector. AU Hemmandez de Cos, Pablo;
Argimon, Isabel; Gonzalez-Paramo, Jose M.

Armour, John

PD March  2000. TI  Rethinking  Receivership.
AU Armour, John; Frisby, Sandra. AA  Armour: University
of Cambridge. Frisby: University of Nottingham.
SR University of Cambridge, ESRC Centre for Business
Research Working Paper: WPI159; Centre for Business

Research, Department of Applied Economics, University of
Cambridge, Sidgwick Avenue, Cambridge CB3 9DE, England.

Website: www.cbr.cam.ac.uk. PG 64. PR $10.00 (5
pounds); checks payable to University of Cambridge.
JE G21, G33, G34, K22. KW Banks. Corporate

Insolvency. Debt Governance. Secured Credit.

AB A popular perception is that administrative receivers and
their appointers hold 'too much’ power in relation to troubled
companies. Consideration of this issue is timely, because
insolvency law is currently under review. We argue although
the law's formal structure is imbalanced, this can nevertheless
generate savings for parties by allowing a concentrated creditor
who has invested in information- gathering about the debtor to
conduct a private insolvency procedure. We suggest that this
procedure is likely to be more efficient than one conducted by a
state official, and that it facilitates debt-based governance, a
matter of particular importance for smali and medium- sized
businesses.

PD September 2000. TI Norms in Private Insolvency
Procedures: The 'London Approach’ to the Resolution of
Financial Distress. AU Armour, John; Deakin, Simon F.
AA University of Cambridge. SR  University of
Cambridge, ESRC Centre for Business Research Working
Paper: WPI173; ESRC Centre for Business Research,
Department of Applied Economics, University of Cambridge,
Sidgwick Avenue, Cambridge CB3 9DE, United Kingdom.
Website: www.cbr.cam.ac.uk. PG 60. PR $10.00 (5
pounds); checks payable to University of Cambridge.
JE G33, G38, K22, Z13. KW Social Norms. Corporate
Insolvency. London Approach. Norm Seeding.

AB Law and economics scholarship has recently begun to
investigate the role of social norms in shaping actors’
incentives. This paper presents empirical findings on the way in
which a group of such norms, known collectively as the
"London Approach”, guide the resolution of financial distress
by creditors of large UK firms and act as a substitute for legal
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insolvency proceedings. It appears that regulatory pressure
applied by the Bank of England may have been critical in
"seeding" these norms. The paper also examines the prospects
for the London Approach’s future in light of changes in the
financial environment brought about by globalization.

PD December 1999. TI  Share Capital and Creditor
Protection: Efficient Rules for a Modem Company Law?
AA University of Nottingham. SR University of
Cambridge, ESRC Centre for Business Research Working
Paper: WP148; Centre for Business Research, Department of
Applied Economics, University of Cambridge, Sidgwick
Avenue, Cambridge CB3 9DE, England. Website:
www.cbr.camac.uk. PG 26, PR $10.00 (5 pounds);
checks payable to University of Cambridge. JE G32, G38,
K12, K22. KW Corporate Law. Default Rules. Creditor
Protection. Share Capital.

AB This paper examines the economic case for rules of
company law that regulate the raising and maintenance of share
capital by companies. The enquiry has practical relevance
because the content of company law is currently under review,
and the rules relating to share capital have been singled out for
particular attention. The existing rules apply to all companies
and are commonly rationalised as a means of protecting
corporate creditors. The paper asks whether such rules can be
understood as an efficient response to failure(s) in markets for
corporate credit. It argues that whilst the current rules are
unlikely to enhance the efficiency of the markets that they

regulate, a tentative case may be made for a framework in
which companies ‘opt in’ to rules, which restrict dealings in

share capital.

Arora, Ashish

PD July 1999. TI Quality Certification and the
Economics of Contract Software Development: A Study of the
Indian Software Industry. AU Arora, Ashish: Asundi, Jai.
AA Arora and Asundi: Camegie Mellon University.
SR National Bureau of Economic Research Working Paper:
7260; National Bureau of Economic Research, 1050
Massachusetts Avenue, Cambridge, MA 02138. Website:
www.nber.org. PG 35. PR $5.00. JE LI11], L15, L86.
KW Certification. India. Software Development.

AB A significant amount of software development is being
outsourced to countries such as India. Many Indian software
firms have applied for and received quality certifications like
the ISO9001, and the number of quality certified software firms
has steadily increased. Despite its growing popularity among
Indian software developers, there is very little systematic
evidence on the relationship of ISO certification to
organizational performance. Using data on 95 Indian software
firms and their US clients, we develop a stylized mode! of firm
that develops software for others to articulate the different ways
in which ISO certification can affect firm profits. We conclude
that ISO certification enhances firm growth. The results provide
partial support for the proposition that 1SO certification also
enhances revenue for given size, suggesting that firms are
receiving a higher price per unit of output. In turn, this is
consistent with the notion that ISO certification also enhances
the quality of output. Our field studies confirm that although
most firms see ISO certification as a marketing ploy, some of
them do proceed to institute more systematic and better-
defined processes for software development.
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Arora, Vivek

PD August 2000. TI How Does U.S. Monetary Poiicy
Influence Economic Conditions in Emerging Markets?
AU Arora, Vivek; Cerisola, Martin. AA International
Monetary Fund. SR International Monetary Fund Working
Paper: WP/00/148; International Monetary Fund, 700 19th
Street, Washington, DC 20431. PG 27. PR not available.
JE E43, F36, G15. KW U. S. Policy. Monetary Policy.
Emerging Markets. Sovereign Spreads. Herding. Contagion.
AB This paper quantifies the economic impact of changes in
U.S. monetary policy on emerging market countries. We
explore empirically how country risk, as proxied by sovereign
bond spreads, is influenced by U.S. monetary policy, country-
specific fundamentals, and conditions in global capital markets.
In addition, we simulate the direct effects of a tightening in U.S.
monetary policy on economic conditions in developing
countries. While country-specific fundamentals are important in
explaining fluctuations in country risk, the stance and
predictability of U.S. monetary policy are also important for
stabilizing capital flows and capital market conditions and
fostering economic growth in developing countries.

Arping, Stefan

PD July 2000. TI Debt and Product Market Fragility.
AA  University of Lausanne. SR Universite de Lausanne,
Cahiers de Recherches Economiques: 00/21; Ecole des HEC-
DEEP, Department d’Econometrie et d’Economie Politique,
University of Lausanne-BFSH 1--Dorigny, CH-1015 Lausanne,
Switzerland. Website: www hec.unil.ch/depart/DEEP/
cahiers/cah-listhtm. PG 22. PR no charge. JE G32,
G33. L1l. KW Debt. Liquidation Costs. Business Policy.
Financing Decisions. Market Fragility.

AB This paper studies the interplay between corporate
leverage and product pricing when liquidation is costly for
customers. 1 develop a model that illustrates that highly
leveraged firms can enter a vicious circle in which financial
distress and sales drops are re-enforcing. There is a "good’’
equilibrium in which the firm is in good financial shape.
However, when leverage is excessive there is also "bad’’
equilibrium in which consumers’ pessimistic perceptions about
the firm's financial health become self-fulfilling. Moreover,
whenever the "bad’" equilibrium exists the "good’" equilibrium
is highly fragile in that a small shock can trigger a spiral of
sales drops. 1 show that the firm can avoid the "bad"
equilibrium by not fully exercising market power (i.e. cutting
prices) and reducing leverage. The model sheds light on why
highly leveraged companies often face severe sales drops and
how price cuts and debt restructurings can help to restore
customer confidence.

PD  August 2000. TI  Is Bank Industrial Ownership Anti-
Competitive? AA  University of Lausanne. SR Universite
de Lausanne, Cahiers de Recherches Economiques: 00/22;
Ecole des HEC-DEEP, Department d'Econometric et
d’Economie Politique, University of Lausanne-BFSH 1--
Dorigny, CH-1015 Lausanne, Switzerland.  Website:
www.hec.unil.ch/depart/DEEP/cahiers/cah-listhtm. PG 32
PR no charge. JE G24, G28, G33, L44. KW Banking.
Bank Ownership. Antitrust Regulation. Bank Investments.

AB Since the heyday of US "financial capitalism’ there is a
persistent policy concern that industrial ownership by banks
could foster industry concentration. This paper illustrates that
bank industrial ownership can indeed be anti-competitive when
banks are allowed to hold excessively large equity positions in
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incumbent firms. However, bank industrial ownership can be
even pro-competitive when banks’ equity stakes are sufficiently
small. An equity stake in an incumbent allows the investor of a
financially constrained entrant to harden the entrant’s budget
constraint. This disciplines the entrant which makes the
investor willing to give (more) credit to the entrant. Thus, I
provide an antitrust motivation for regulatory policies that limit
but do not prohibit industrial equity investments by banks.

Arteta, Carlos
TI  Banking Crises in Emerging Markets: Presumptions and
Evidence. AU Eichengreen, Barry; Arteta, Carlos.

Ashenfelter, Orley
PD October 2000. TI How Did the Elimination of
Mandatory  Retirement  Affect  Faculty  Retirement?

AU Ashenfelter, Orley; Card, David. AA Ashenfelter:
Princeton University and NBER. Card: University of
California, Berkeley and NBER. SR  Princeton University,
Industrial Relations Section Working Paper: 448; Industrial
Relations Section A-18H, Firestone Library, Princeton
University, Princeton, New Jersey 80544-2098. Website:
www.irs.princeton.edw/pubs/working_papers.html. PG 60.
PR §$2.00. JE 121, J26. KW Mandatory Retirement.
Faculty Retirement. Colleges.

AB  We use information on retirement flows over the 1986-96
period for older faculty at a large sample of four year colleges
and universities to measure the effect of the elimination of
mandatory retirement. Comparisons of retirement rates before
and after 1994, when most institutions were forced to stop
mandatory retirement, suggest that the abolition of compulsory
retirement led to a dramatic drop in retirement rates at ages 70
and 71. Comparisons of retirement rates in the early 1990s
between schools that were still enforcing mandatory retirement,
and those that were forced to stop by state laws, lead to the
same conclusion. In the era of mandatory retirement, fewer than
10 percent of 70-year-old faculty were still teaching two years
later. After the elimination of mandatory retirement this
fraction has risen to 50 percent. Our findings suggest that most
U.S. colleges and universities will experience a significant rise
in the fraction of older faculty in the coming years.

PD October 1999. TI A Review of Estimates of the
Schooling/Eamnings Relationship, with Tests for Publication
Bias. AU Ashenfelter, Orley; Harmon, Colm: Oosterbeek,
Hessel. AA  Ashenfelter: Princeton University and NBER.

Harmon: University College, Dublin and CEPR. Qosterbeek:
Tinbergen  Institute and University of Amsterdam.
SR Princeton University, Industrial Relations Section
Working Paper: 425; Industrial Relations Section A-18H,
Firestone Library, Princeton University, Princeton, New Jersey
80544-2098. Website: www_irs.princeton.edu/pubs/
working_papers.html. PG 26. PR $1.50. JE 121, I28.
KW Estimation Method. Rate of Return. Schooling
Investments.

AB In this paper we provide an analytical review of previous
estimates of the rate of return on schooling investments and
measure how these estimates vary by country, over time, and by
estimation method. We find evidence of reporting (or "file
drawer”) bias in the estimates and, after due account is taken of
this bias, we find that differences due to estimation method are
much smaller than is sometimes reported, although some are
statistically significant. We also find that estimated retumns are
higher in the U.S. and they have increased in the last two
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decades.

Askenazy, Philippe

PD January 2000. TI  French Laws of Work-Sharing to 35
Hours: Constraint or Laissez- Faire? AA CNRS,
CEPREMAP. SR CEPREMAP Discussion Paper: 0002;
Bibliotheque, CEPREMAP, 142 rue du Chevaleret, 75013-
Paris, France. Website: www.cepremap.cnrs.fr/. PG 34,
PR 25 francs. JE )21, J28, J51, K31, L23. KW Work-
sharing. Union Employer Bargaining. Organizational Change.
Employment.

AB  This paper offers a theoretical assessment of the two laws
on the 35 hours -- the lois Aubry. On the one hand, these laws
impose a new constraint because they dramatically reduce the
legal annual working time. On the other hand, they loosen
constraints on liberty of workplace organization and on
workplace conditions in union/employer agreements. A
structural model of bargaining over wages and workplace
conditions/organizations is therefore necessary to capture the
consequences of the Aubry laws. The Aubry laws do more than
basic work- share laws such as those of 1982. The marginal
effort for workers of a higher flexibility or intensity decreases
with the reduction of the average working time; and the
employer is able 1o finance the transition to 35 hours thanks to
the improvements in efficiency from the organizational
changes. 35 hours, taxation of overtime hours, and incentives to
bargain are studied first in partial equilibrium, then in general
equilibrium. It appears that Aubry’s laws can significantly
improve employment in the short-run thanks to the social tax
cuts that they offer to employers. However, in general
equilibrium, more than creating jobs, they should improve
production efficiency and remuneration for work.

Asundi, Jai

TI  Quality Certification and the Economics of Contract
Software Development: A Study of the Indian Software
Industry. AU  Arora, Ashish; Asundi, Jai.

Athreye, Suma S.

PD March 2000. TI  Sources of Increasing Returns and
Regional Innovation in the UK. AU Athreye, Suma S
Keeble, David. AA Athreye: Manchester School of
Management. Keeble: University of  Cambridge.
SR University of Cambridge, ESRC Centre for Business
Research Working Paper: WPI158; Centre for Business
Research, Department of Applied Economics, University of
Cambridge, Sidgwick Avenue, Cambridge CB3 9DE, England.

Website: www.cbr.cam.acuk. PG 38. PR $10.00 (5
pounds); checks payable to University of Cambridge.
JE H42, 031, 033, R32. KW Regional Economics.

Production Analysis and Firm Location. Technological
Change. Publicly Provided Goods. Business Services.

AB  This empirical paper investigates the impact of different
sources of increasing retums on firm innovative behavior in
different regions of the UK. Of the different sources of
increasing returns, the impact of intermediation and the
emergence of specialized markets on the probability of
innovation is of particular interest to this analysis. The existing
literature on regional development in the UK strongly suggests
that the South East has many features that may characterize an
economy growing with a greater division of labor. These are
less evident in the Industrial Heartland region of northern
England. Other influences on innovation such as the impact of
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regional public R&D and dynamic economies of scale due to
learning within a firm are also considered.

PD June 1999. TI  The Determinants of Firm Innovative
Behaviour: The Roles of Rivalry and Persistence.
AA Manchester School of Management, UMUST, UK.
SR University of Cambridge, ESRC Centre for Business
Research Working Paper; WPI31; Centre for Business
Research, Department of Applied Economics, University of
Cambridge, Sidgwick Avenue, Cambridge CB3 9DE, England.
Website: www.cbr.cam.ac.uk. PG 20. PR $10.00 (5
pounds); checks payable to University of Cambridge.
JE L21, L22, L23, L63, L86. KW Determinants of
Innovation.  Market  Structure.  Evolutionary  Models.
Technological Change. Innovation Persistence. Computer
Industry. Tobit Models.

AB  This paper studies the determinants of innovative activity
using an analytical framework that synthesizes different views
on this subject and an empirical testing that draws upon a
detailed firm-level data set from the UK computer sector. At the
heart of the synthesis of different views is the idea that
competition or rivalry can be defined both in terms of market
power and in terms of the distribution of competencies. The
empirical analysis finds that the determinants and dynamics of
innovation and market structure are different between software
and hardware firms, as is the role of persistence. Both notions
of competition and the resources required for innovation
explain the extent of innovative behavior. However, persistence

is important when it is the resources and costs of innovation
that explain innovative behavior. Rivalry as a determinant of

innovation does not favor persistence.

Auerbach, Paul

PD December 2000. TI  Skili Asymmetries, Increasing
Wage Inequality and Unemployment. AU Auerbach, Paul:
Skott, Peter. AA  Auerbach: Kingston University, England.
Skott: University of Aarhus. SR Aarhus Department of
Economics Working Paper: 2000/18:. Department of
Economics,  University of  Aarhus, Building 350,
Universitetsparken, DK- 8000 Aarhus C, Denmark. Website:
www.eco.aau.dk/afn. PG 34. PR no charge. JE E24,
E25, J31, 033. KW Wage Inequality. Unemployment. Skill-
Bias. Hicks-Neutrality. Credentialism.

AB  Using a simple mode! with two levels of skill, we assume
that high- skill workers who fail to get high-skill jobs may
accept low-skill positions; low-skill workers do not have the
analogous option of filling high-skill positions. This asymmetry
implies that a slowdown in Hicks-neutral technical change (or
other adverse, skill-neutral shocks) may cause an increase in
wage inequality, both between and within skill categories, as
well as an increase in unemployment, especially among low-
skill workers. Movements in productivity, unemployment and
inequality may thus be linked to induced overeducation and
credentialism.

Ayuso, Juan .

PD January 2000. TI Has Financial Market Integration
Increased During the Nineties? AU Ayuso, Juan; Blanco,
Roberto. AA Banco de Espana. SR Banco de Espana,
Documentos de Trabajo: 9923; Banco de Espana, Seccion de
Publicaciones, Negociado de Distribucion y Gestion, Alcala,
50, 28014 Madrid, Spain. Website:
www.bde es/doctrab/doctrab.htm. PG 36. PR  single copy
430 pesetas; annual subscription 10,000 pesetas; payment
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accepted only in Spanish currency. JE GIS, F36.
KW Financial Market Integration. Financial Market Linkages.
Stochastic Discount Factor.

AB This paper analyses whether there has been an increase in
the degree of financial market integration during the nineties.
To do this, we focus on stock markets and compute, first, a
number of standard measures of co-movements that some times
are interpreted as measures of financial integration. In our view,
they only measure financial market linkages. In any case, this
analysis allows us to make a more formal assessment of the
actual increase in linkages and, at the same time, highlights the
shortcomings of these measures of financial market integration.
In the second part of the paper we compute two alternative
measures of market integration based on a refinement of the
approach suggested by Chen and Knez (1995). The main
advantage of this approach is that it relies on the condition of
absence of arbitrage opportunities -- which is directly related to
the idea that more integration means less barriers to trade
across markets -- and does not depend on any particular asset
pricing model. The evidence found suggests that during the
nineties there has been an increase of the degree of market
integration between stock markets.

PD October 2000. TI A Model of the Open Market
Operations of the European Central Bank. AU  Ayuso, Juan;
Repullo, Rafael. AA Ayuso: Banco de Espana. Repullo:
Centro de Estudios Monetarios y Financieros. SR Banco de
Espana, Documentos de Trabajo: 0016; Banco de Espana,
Seccion de Publicaciones, Negociado de Distribucion y
Gestion, Alcala, 50, 28014 Madrid, Spain. Website:
www.bde.es/doctrab/doctrab.htm. PG 36. PR single copy
430 pesetas; annual subscription 10,000 pesetas; payment
accepted only in Spanish currency. JE D44, ES52, ES58.
KW European Central Bank. Monetary Instruments. Open
Market Operations. Tender Procedures. Monetary Auctions.
AB  We construct a model to analyze the two types of tender
procedures used by the European Central Bank (ECB) in its
open market operations. We assume that the ECB minimizes
the expected value of a loss function that depends on the
quadratic difference between the interbank rate and a target
interest rate that characterizes the stance of monetary policy.
We show that when the loss function penalizes interbank rates
below the target more heavily, fixed rate tenders have a unique
equilibrium characterized by extreme overbidding. We also
show that variable rate tenders have multiple equilibria
characterized by varying degrees of overbidding, and that in
these tenders an equilibrium without overbidding can be
obtained by preannouncing the intended liquidity injection.
Finally, our empirical analysis supports the assumption of an
asymmetric loss function for the ECB.

PD March 200]. TI Why Did the Banks Overbid? An
Empirical Model of the Fixed Rate Tenders of the European
Central Bank. AU Ayuso, Juan; Repullo, Rafael.
AA Ayuso: Banco de Espana. Repullo: CEMFI and CEPR.
SR Banco de Espana, Documentos de Trabajo: 0105; Banco

de Espana, Seccion de Publicaciones, Negociado de
Distribucion y Gestion, Alcala, 50. 28014 Madrid, Spain.
Website: www.bde.es/doctrab/doctrab.htm. PG 14

PR single copy 430 pesetas; annual subscription 10,000
pesetas; payment accepted only in Spanish currency.
JE D44, E52, ES8. KW European Central Bank. Open
Market Operations. Money Auctions. Bidding Behavior.

AB This paper tests two hypotheses for the overbidding
behavior of the banks in the fixed rate tenders conducted by the
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European Central Bank (ECB) from January 1999 until June
2000. One hypothesis attributes the overbidding to the
expectations of a future tightening of monetary policy, while
the other attributes it to the liquidity allotment decisions of the
ECB. The model is estimated with individual bidding data of
the Spanish banks, and also with aggregate bidding data of all
Spanish banks and all banks in the Euro area. The empirical
results provide support for the second hypothesis.

Bacharach, Michael

PD July 2000. TI The Quality of Information in
Electronic Groups. AU Bacharach, Michael; Board, Oliver.
AA Bacharach: University of Oxford. Board: Brasenose
College, Oxford. SR  University of Oxford, Department of
Economics Discussion Paper: 25; Working Paper Co-ordinator,
Department of Economics, Manor Road Building, Oxford OX1
3UQ, England. Website: www.economics.ox.ac.uj/. PG 31.
PR no charge. JE C72, C73, L15, L86. KW Internet
Economics. Discussion Groups. Reputation.

AB We examine some of the factors that might influence the
quality of information produced in discussion groups on the
internet, such as USENET and the WELL. In particular, we
look at the impact of different pricing structures, and compare
regimes in which anonymity is enforced with regimes in which
all contributors must identify themselves. Our main finding is
that the flow of quality-weighted information within the group
is maximized by a regime which front-loads the cost of sending
messages, and identification is required. If there is a positive
spillover from the intra-group transmission of good quality
information, however, benefiting society at large, then the
social value of the flow of quality-weighted information may be
maximized by a different regime, in which all replying is
anonymous. Reputation effects play a key role in our analysis:
posters who have sent high quality messages in the past are
considered more likely to send high quality messages in the
future, and are thus more likely to be taken notice of.

Baig, Taimur

PD October 2000. TI The Russian Default and the
Contagion to Brazil. AU Baig, Taimur; Goldfajn, Ilan.
AA Baig: Intemmational Monetary Fund. Goldfajn: Pontificia
Universida de Catolica. SR Intermational Monetary Fund
Working Paper: WP/00/160; International Monetary Fund, 700
19th Street, Washington, DC 20431. PG 47. PR not
available. JE F31, F32, F33, F41, G15. KW Brazil.
Russia. Contagion. Exchange Rate. Off-Shore Markets.

AB This paper investigates the contagion from Russia to
Brazil in late 1998 under two dimensions -- players involved
and the timing of events. The data does not seem to reflect a
compensatory liquidation of assets story by international
institutional investors. It does contribute, however, to the
suspicion that the contagion was triggered by foreign investors
panicking from the Russian crisis, and joining local residents
on their speculation against the Brazilian real. Adjusted
correlations in the Brady market increase significantly during
the crisis, which lends support to the view that if there was a
contagion from Russia to Brazil, the most likely place of the
transmission was the off shore Brady market. Finally, the paper
does not support the hypothesis that it was the liquidity crisis in
mature markets, and not the Russian crisis, that timed the crisis
in Brazil.
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Balakrishnan, Ravi

PD February 2001. TI  The Interaction of Firing Costs and
On-The-Job Search: An Application of a Search Theoretic
Model to the Spanish Labour Market. AA  Bank of England.
SR Banco de Espana, Documentos de Trabajo: 0102; Banco
de Espana, Seccion de Publicaciones, Negociado de
Distribucion y Gestion, Alcala, 50, 28014 Madrid, Spain.
Website: www .bde.es/doctrab/doctrab.htm. PG 28
PR single copy 430 pesetas; annual subscription 10,000
pesetas; payment accepted only in Spanish currency.
JE 63,164 KW Job Search. Firing Costs. Spain.

AB Spain has had a serious structural unemployment
problem for the last 20 years. This paper argues that the
interaction of firing costs and job-to-job flows added to changes
in unemployment benefits could provide an explanation for
equilibrium unemployment increasing, since 1984. First, we
construct a new series of job-to-job flows and show it is
significantly trended upwards and positively related to the stock
of fixed term contracts. Second, we develop a search theoretic
model, with firing permissions and on-the-job search, and
simulate it for Spain. We show that the model can provide an
explanation for the evolution of structural unemployment in
Spain. Finally, we argue that an increase in the level of
equilibrium unemployment can occur at the same time that the
economy becomes less dynamically sclerotic. Though in the
case of Spain, since 1992, the equilibrium unemployment rate
has probably fallen whilst the economy has continued
becoming less dynamically sclerotic.

Ballabriga, F.
TI  Monetary Policy and Exchange Rate Behavior in the
Fiscal Theory of the Price Level. AU Andres, J.; Ballabriga,
F.: Valles, Javier.

Barberis, Nicholas

PD July 1999. TI  Prospect Theory and Asset Prices.
AU Barberis, Nicholas; Huang, Ming; Santos, Tano.
AA  Barberis: University of Chicago and NBER. Huang:
Stanford University. Santos:  University of Chicago.
SR National Bureau of Economic Research Working Paper:
7220. National Bureau of Economic Research, 1050
Massachusetts Avenue, Cambridge, MA 02138. Website:
www.nber.org. PG 34. PR $5.00. JE Gi2.
KW Asset Pricing. Prospect Theory. Risk Aversion. Stock
Returns.

AB  The authors propose a new framework for pricing assets,
derived in part from the traditional consumption-based
approach, but which also incorporates two long-standing ideas
in psychology: prospect theory, and evidence on how prior
outcomes affect risky choice. Consistent with prospect theory,
the investor in the authors’ model derives utility not only from
consumption levels but also from changes in the value of his
financial wealth. He is much more sensitive to reductions in
wealth than to increases. Moreover, consistent with
experimental evidence, the utility he receives from gains and
losses in wealth depends on his prior investment outcomes;
prior gains cushion subsequent losses -- the so called "house-
money" effect -- while prior losses intensify the pain of
subsequent shortfalls. The authors study asset prices in the
presence of agents with preferences of this type, and find that
their model reproduces the high mean, volatility, and
predictability of stock returns. The key to their results is that
the agent’s risk-aversion changes over time as a function of his
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investment performance. This makes prices much more volatile
than underlying dividends and together with the investor’s
loss-aversion, leads to large equity premia.

Bardhan, Pranab

PD December 1999. TI  Relative Capture of Local and
Central Governments: An Essay in the Political Economy of
Decentralization. AU  Bardhan, Pranab; Moaokherjee, Dilip.
AA Bardhan:  University of California, Berkeley.
Mookherjee: Boston  University. SR University  of
California, Berkeley, Center for International and Development
Economics Research (CIDER) Working Paper: C99/109: UC
Berkeley, IBER, F502 Haas #1922, Berkeley, CA 94720-1922.

Website: www haas.berkeley.edu/iber/ wps/ciderwp.htm.
PG 44. PR no charge to academics; single issues $3.50
US.; $7.50 Intemational. JE H7l1, H72, H77.

KW Capture. Decentralization. Electoral Competition. Local
Government.

AB A common presumption is that decentralization is prone
to a potential pitfall owing to the greater vulnerability of local
governments to capture by local elites. We investigate the
determinants of relative capture of local and national
governments theoretically, in the context of an extended
version of the Baron-Grossman-Helpman model of electoral
competition with lobbying by special interest groups. A number
of factors do provide support to the traditional presumption,
such as reduced cohesiveness of interest groups, higher levels
of voter awareness, and greater electoral competition at the
national level. A number of other factors may, however, create
an opposite tendency for lower capture at the local level. We
conclude that empirical research is necessary 1o investigate the
extent and determinants of relative capture.

Barnes, William
TI  The Fragility of Functional Work Systems in American
Steel. AU Konzelmann, Suzanne J.; Bamnes, William.

Barnett, Steven

PD July 2000. TI Evidence on the Fiscal and
Macroeconomic Impact of Privatization. AA  Intemational
Monetary Fund. SR International Monetary Fund Working
Paper: WP/00/130; International Monetary Fund, 700 19th
Street, Washington, DC 20431. PG 24. PR not available.
JE E62,H63,L33. KW Privatization.

AB This paper empirically investigates the relationship
between privatization and measures of fiscal and
macroeconomic performance. One of the main findings is that
privatization proceeds transferred to the budget tend to be
saved. Specifically, they are largely used to reduce domestic
financing, with little evidence that they are used to finance a
larger deficit. However, by construction, this part of the study is
restricted to privatization proceeds transferred to the budget,
leaving open the question of what happens to those proceeds
not transferred to the budget. The other main finding is that
total privatization (as opposed to just the proceeds transferred
to the budget) is correlated with an improvement in
macroeconomic performance as manifested in higher real GDP
growth and lower unemployment. However, this result needs to
be interpreted cautiously as the evidence is not sufficient to
establish causality.

Barr, Nicholas

PD August 2000. TI  Reforming Pensions: Myths, Truths,
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and Policy Choices. AA London School of Economics.
SR Intemational Monetary Fund Working  Paper:
WP/00/139; International Monetary Fund, 700 19th Street,
Washington, DC 20431. PG 56. PR not available.
JE G23, HII, HSS, J14. KW Pensions. Funding. Pay-as-
you-Go. Demographic Change.

AB This paper discusses the strategic building blocks of
pension reform. The early sections set out the simple economics
of pensions and discuss a series of myths which have proved
remarkably persistent. Subsequent sections draw together the
conclusions for policy design from earlier theoretical
discussion, set out the prerequisites which any pension reform
must respect, and discuss the range of choices facing
policymakers. The main conclusions are threefold: the key
variable is effective government; from an economic perspective
the difference between PAYG and funding is second order; and
the range of potential choice over pension design is wide.

Barrow, Lisa

TI  Using Market Valuation 1o Assess the Importance and
Efficiency of Public School Spending. AU Rouse, Cecilia
Elena; Barrow, Lisa.

Bartolini, Leonardo

PD October 2000. TI Banks’ Reserve Management,
Transaction Costs, and the Timing of Federal Reserve
Intervention. AU  Bartolini, Leonardo: Bertola, Giuseppe:
Prati, Alessandro. AA International Monetary Fund.
SR Intemational  Monetary Fund  Working  Paper:
WP/00/163; International Monetary Fund, 700 19th Street,
Washington, DC 20431. PG 34. PR not available.
JE G211, E52. KW Reserve Requirements. Interest-Rate
Smoothing. Value of Waiting.

AB  We use daily data on bank reserves and overnight interest
rates to document a striking pattern in the high-frequency
behavior of the U.S. market for federal funds: depository
institutions tend to hold more reserves during the last few days
of each "reserve maintenance period,” when the opportunity
cost of holding reserves is typically highest. We then propose
and analyze a model of the federal funds market where
uncertain liquidity flows and transaction costs induce banks to
delay trading and to bid up interest rates at the end of each
maintenance period.

Bartolini, Stefano

TI  Negative Externalities as the Engine of Growth in an
Evolutionary Context. AU Antoci, Angelo; Bartolini,
Stefano.

Basu, Susanto

PD Aprit 1999. TI Business Cycles in International
Historical Perspective. AU Basu, Susanto; Taylor, Alan M.
AA Basu: University of Michigan and NBER. Taylor:
Northwestern University and NBER. SR National Bureau of
Economic Research Working Paper: 7090: National Bureau of
Economic Research, 1050 Massachusetts Avenue, Cambridge,
MA 02138. Website: www.nber.org. PG 23. PR $5.00.
JE C20, C30. E32, F41, N10. KW Business Cycles. Panel
Data. Open Economy. Economic History. Mode! Closure.

AB This paper examines business cycles theoretically and
empirically, with a quantitative study based on experience over
the long run and in a cross section of countries. Several major
questions in business cycle theory are explored. Theoretical
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concerns indicate that the properties of business cycle models
depend not only on important structural aspects of the model
such as money neutrality, labor market structure, and price
adjustment, but also on the closure of the model in international
markets. Econometric considerations suggest that more
information about the country-specific versus universal features
of cycles could be gleaned from the study of panel data. A
review of business cycle properties in a sample of over a dozen
countries is considered in light of these issues.

Baxter, Marianne

PD December 2000. TI What Can Account for
Fluctuations in the Terms of Trade? AU Baxter, Marianne;
Kouparitsas, Michael A. AA Baxter: Boston University and
NBER. Kouparitsas: Federal Reserve Bank of Chicago.
SR Boston University, Institute for Economic Development
Discussion Paper: 112; IED, Boston University, 264 Bay State
Road, Boston, MA 02215. Website: www.bu.edu/econ/ied/.
PG 28 PR $4.00. JE E32 F4l. KW Terms of Trade.
International Business Cycles.

AB Fluctuations in the terms of trade -- the price of a
country’s exports relative to the price of its imports -- are a
source of perennial concern to policymakers. Terms of trade
growth is extremely volatile and can lead to sudden changes in
a country's economic health. This paper seeks to understand
the sources of fluctuations in the terms of trade. We decompose
a country’s terms of trade volatility into a component stemming
from differences in the composition of import baskets and
export baskets, which we define as a "goods price effect,” and a
component due to cross-country differences in the price of a
particular class of goods, which we call a "country price effect.”
We ask whether the decomposition depends in a clear way on
country characteristics -- developed vs. less-developed;
exporter of manufactured goods vs. exporter of fuels or other
commodities? We provide new evidence on the sources of
terms of trade volatility that should be of use to policymakers.
The stylized facts that emerge from this analysis will provide
guidance for economists seeking to build better models of
interdependent economies.

Bebchuk, Lucian Arye

PD May 1999. TI  Reconsidering Contractual Liability
and the Incentive to Reveal Information. AU Bebchuk,
Lucian Arye; Shavell, Steven. AA Harvard Law School and
NBER. SR Narional Bureau of Economic Research Working
Paper: 7106; National Bureau of Economic Research, 1050
Massachusetts Avenue, Cambridge, MA 02138. Website:
www.nberorg. PG 9. PR $5.00. JE C70, D82, Kl2,
L14. KW Contracts. Limited Liability. Information. Law.

AB In an earlier work, we analyzed how the legal rules
governing contractual liability affect the transfer of information
between the parties to the contract. In particular, we showed
how limitations on contractual liability might lead high
valuation buyers to reveal their valuation of performance, and
we identified the circumstances under which such limitations
on liability are and are not socially desirable. In an article
forthcoming in the Stanford Law Review, Barry Adler develops
a critique of our analysis, as well as that of Ayres and Gertner,
who independently argued that contractual rules can
beneficially facilitate information transfers. We reconsider here
the subject of contractual liability and the revelation of
information and respond to Adler’s critique. We find Adler’s
model to be a natural extension of ours rather than a departure


https://doi.org/10.1017/S0951007900005271

from it. Our reexamination leads to the conclusion that the
informational effects that our work analyzed are important to
take into account in designing contract rules.

PD July 1999. TI  Federalism and Takeover Law: The
Race to Protect Managers from Takeovers. AU Bebchuk,
Lucian Arye; Ferrell, Allen. AA Bebchuk: Harvard
University and NBER. Ferrel Harvard University.
SR National Bureau of Economic Research Working Paper:
7232; National Bureau of Economic Research, 1050
Massachusetts Avenue, Cambridge, MA 02138. Website:
www.nber.org. PG 52. PR $5.00. JE G34, G38, H70,
K22. KW Takeovers. Corporate Law. Managers. State
Competition.

AB This paper analyzes certain important shortcomings of
state competition in corporate law. In particular, we show, with
respect to takeovers, states have incentives to produce rules that
excessively protect incumbent managers. The development of
state takeover law, we argue, is consistent with our theory.
States have adopted anti-takeover statutes that have little policy
basis, and, more importantly, they have provided managers
with a wider and more open-ended latitude to engage in
defensive tactics than endorsed even by the commentators most
favorable to such tactics. Furthermore, states have elected, even
though they could have done otherwise, to impose anti-
taukeover protections on shareholders, who did not appear to
favor them, in a way that left shareholders with little choice or
say. Finally, we conclude by pointing out that proponents of
state competition cannot reconcile their views with the
evolution of state takeover law -- and should therefore
reconsider their unqualified support of state competition.

Becht, Marco

PD July 1999. TI Transparency of Ownership and
Control in Germany. AU Becht, Marco; Boehmer, Ekkehart.
AA Becht: Universite Libre de Bruxelles. Boehmer:
Humboldt-Universitat zu Berlin. SR Fondazione Eni Enrico
Mattei Note di Lavoro: 56/99; Fondazione Eni Enrico Mattei,
Corso Magenta 63, 20123 Milano, Italy. Website:
www.feem.it. PG 87. PR 10 papers minimum order at
$4.00 each: annual subscription at $250.00. JE G21, G32,
G34, G38, K22. KW Ownership. Control. Germany.
Corporate Transparency. Securities Law.

AB We first analyze legal provisions relating to corporate
transparency in Germany. We show that despite the new
securities trading law (WpHG) of 1995, the practical efficacy of
disclosure regulation is very low. On the one hand, the
formation of business groups involving less regulated legal
forms as intermediate layers can substantially reduce
transparency. On the other hand, the implementation of the law
is not practical and not very effective. We illustrate these
arguments using several examples of WpHG filings. To
illustrate the importance of transparency, we show next that
German capital markets are dominated by a few large firms
accounting for most of the market's capitalization and trading
volume. Moreover, the concentration of control is very high.
First, 85% of all officially listed AGs have a dominant
shareholder (controlling more than 25% of the voting rights).
Second, a few large blockholders control several deciding
voting blocks in listed corporations, while the majority controls
only one block.

Becker, Sascha O.

PD January 2001. TI  International Risk Sharing in the
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Short Run and in the Long Run. AU Becker, Sascha O.;
Hoffmann, Mathias. AA Becker: European University
Institute.  Hoffmann:  University = of  Southampton.
SR University of Southampton, Discussion Paper in
Economics and Econometrics: 0102; Discussion Paper
Secretary, Department of Economics, University of
Southampton, Southampton S017 1BJ, England. Website:
www.soton.ac.uk. PG 21. PR annual subscription 40
pounds ($80); individual copies on application. JE F32,

Fat, F43, GI5. KW Intermational Risk  Sharing.
Consumption. Economic Integration. Panel Data. Vector
Autoregression.

AB Using a panel of 23 industrialized countries, the paper
investigates how short-run and long-run income risks are
shared and how the source of uncertainty matters for the way
this risk gets insured. Surprisingly, short-term and long-term
output risks are found to be equally well insured. Transitory
shocks get smoothed almost completely whereas permanent
shocks remain 80 percent uninsured. We find a somewhat more
important role for international capital markets than earlier
studies. Whereas our results tie in with some recent theoretical
insights and are consistent with empirical findings on home bias
in international portfolios, they raise the question why
permanent shocks are so hard to insure internationally.

Beddies, Christian H.

PD August 2000. TI Sclected Issues Concerning
Monetary Policy and Institutional Design for Central Banks: A
Review of Theories. AA International Monetary Fund.
SR Intemational  Monetary Fund  Working  Paper:
WP/00/140; International Monetary Fund, 700 19th Street,
Washington, DC 20431. PG 48. PR not available.
JE E3I, E32, E5I, ES2, E6l. KW Monetary Policy. Time
Inconsistency. Coordination. Public Finance.

AB In the past decades, much work has been geared toward
solving the problem of time inconsistency in monetary policy
and analyzing the coordination problem between fiscal and
monetary policy. This paper provides a review of the
theoretical background to these theories, while aiso focusing on
their inherent problems. It concludes that while the literature
makes a strong case for central bank independence, more work
should be done in the area of determining the desirable degree
of independence with a view to the interplay between fiscal and
monetary policy.

Beggs, Alan

PD July  2000. TI  Queues and  Hierarchies.
AA Wadham College. SR University of Oxford,
Department of Economics Discussion Paper: 34; Waorking
Paper Co-ordinator, Department of Economics, Manor Road
Building, Oxford OX1 3UQ, England. Website:
www.economics.ox.ac.uj/. PG 31. PR no charge.
JE D23, L22. KW Queues. Hierarchies. Organizations.
Submodularity.

AB This paper examines the optimal structure of hierarchies
when workers differ in the range of tasks they can perform. A
hierarchical system may reduce costs by allowing most tasks 10
be handled by unskilled workers. This may however increase
delay for those tasks which must pass through several layers
before reaching the appropriate level. The paper characterizes
an optimal hierarchy when such a trade- off exists.

PD October 2000. TI  Stochastic Evolution with Slow
Learning. AA Wadham College, Oxford. SR  University
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of Oxford, Department of Economics Discussion Paper: 33;
Working Paper Co-ordinator, Department of Economics, Manor
Road Building, Oxford OX1 3UQ, England. Website:
www.economics.ox.acuj). PG 29. PR no charge.
JE C72, C73. KW Equilibrium Selection. Diffusion
Approximation. Evolutionary Game Theory. Risk Dominance.
AB This paper studies the extent to which diffusion
approximations provide a reliable guide to equilibrium
selection results in finite games. It is shown that they do for a
class of finite games with weak learning provided that limits are
taken in a certain order. The paper also shows that making
mutation rates small does not in general select a unique
equilibrium but making selection strong does.

Beier, Niels C.
TI Noisy Financial Signals and Persistent Effects of
Nominal Shocks in Open Economies. AU Andersen, Torben
M.; Beier, Niels C.

Bekaert, Geert

PD July 1999. T! The Dynamics of Emerging Market
Equity Flows. AU Bekaert, Geert; Harvey, Campbell R.;
Lumsdaine. Robin L. AA Bekaert: Stanford University and
NBER. Harvey: Duke University and NBER. Lumsdaine:
Brown University and NBER. SR National Bureau of
Economic Research Working Paper: 7219; National Bureau of
Economic Research, 1050 Massachusetts Avenue, Cambridge,
MA 02138. Website: www.nberorg. PG 28. PR $5.00.
JE F32,F36. G12, G15, O16. KW Capital Flows. Cost of
Capital. Emerging Markets. Structural Breaks. Stock Returns,
AB  The authors study the interrelationship between capital
flows, retums, dividend yields and world interest rates in 20
emerging markets. They estimate a vector autoregression with
these variables to measure the degree to which lower interest
rates contribute to increased capital Rows and shocks in flows
affect the cost of capital among other dynamic relations. They
precede the VAR analysis by a detailed examination of
endogenous break points in capital flows and the other
variables. These structural breaks are traced to the
liberalization of emerging equity markets. The authors’
evidence of structural breaks calls into question past research
which estimates VAR models over the full sample. After a
liberalization, the authors find that equity flows increase by
1.4% of market capitalization. They also show that shocks in
equity flows initially increase returns which is consistent with a
price pressure hypothesis. While the effect is diminished over
time, there also appears to be a permanent impact. This is
consistent with the authors’ finding that their proxy for the cost
of capital, dividend yields, decreases. Finally, their analysis of
the tansition dynamics from pre-liberalization to post-
liberalization suggests that when capital leaves, it leaves faster
than it came in.

Bell, Leonie

TI  New Evidence of the Impact of Dividend Taxation and
on the Identity of the Marginal Investor. AU Jenkinson, Tim;
Bell, Leonie.

Bennett, Robert

PD June 2000. TI Business Advice: The Influence of
Distance. AU Bennett, Robert: Bratton, William; Robson,
Paul. AA University of Cambridge. SR University of
Cambridge, ESRC Centre for Business Research Working
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Paper: WP167; ESRC Centre for Business Research,
Department of Applied Economics, University of Cambridge,
Sidgwick Avenue, Cambridge CB3 9DE, United Kingdom.
Website: www.cbr.cam.acuk. PG 46. PR $10.00 (5
pounds); checks payable to University of Cambridge.
JE L29, L89, R19. KW Business Services. Business
Consultancy. Business Networks. Localization.

AB This paper examines the external advisors used by small
businesses to help them solve their problems, focusing on
distance between client and advisor, based on a new stratified
random sample survey of small businesses in manufacturing
and services in five representative locations in Britain. The
analysis demonstrates the importance of localization: 60.5% of
advisors are drawn from within 10km of the client, and 81.5%
from within 25km. The high degree of localization is shown to
be chiefly dependent on accessibility and advisor location. The
general pattern of client-advisor relations is modeled accurately
by a standard spatial interaction model. A key finding is that the
spatial pattern of the location of the supply of advisors,
particularly the size of the business centers in which they are
located, must be taken into account simultaneously with the
role of distance in order to explain the pattern of choice of
business advisors.

PD September 2000. TI  The Small Business Service:
Business Support, Use, Fees and Satisfaction: Econometric
Estimates. AU Bennett, Robert:  Robson,  Paul.
AA Bennett: University of Cambridge. Robson: University of
Aberdeen. SR University of Cambridge., ESRC Centre for
Business Research Working Paper: WP181; ESRC Centre for
Business Research, Department of Applied Economics,
University of Cambridge, Sidgwick Avenue, Cambridge CB3

9DE, United Kingdom. Website: www.cbr.cam.ac.uk.
PG 48. PR 310.00 (5 pounds): checks payable to
University of Cambridge. JE L52, L84, MI3.

KW Business Advice. Client Satisfaction. Business Services.
Business Link.

AB  This paper seeks to assess advice and information support
for firms provided by the Small Business Service (SBS)
Business Link, using a new survey of client use, satisfaction
and experience of service fees. The general level of satisfaction
with and use of the service is high, but vary considerably
between areas. There is also strong variation in satisfaction
between services, with grants, diagnostic assessment, financial
and accounting advice having low ratings. Charging a fee for
services has been claimed by the SBS to improve the client’s
sense of value, but little positive association is found, and for
four services charging a fee decreases satisfaction. The SBS has
many strengths to build upon, but will need to introduce a step
change in performance in some areas and some services, and
should reconsider its commitment to using fees as a means of
creating a sense of value among its clients.

PD September 2000. TI Government Advice Networks
for SMEs: An Assessment of the Influence of Local Context on
Business Link Use, Impact and Satisfaction. AU Bennett,
Robert; Robson, Paul; Bratton, William. AA Bennett and
Bratton: University of Cambridge. Robson: University of
Aberdeen. SR University of Cambridge, ESRC Centre for
Business Research Working Paper: WP182; ESRC Centre for
Business Research, Department of Applied Economics,
University of Cambridge, Sidgwick Avenue, Cambridge CB3

9DE, United Kingdom. Website: www.cbr.cam.ac.uk.
PG 44. PR $10.00 (5 pounds); checks payable to
University of Cambridge. JE LS2, L84, MI3.
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KW Business Advice. Business Link. Consultancy. Logit.
Ordered Logit.

AB Business Link in Britain is one of the main recent
government initiatives to support SMEs in the EU. The paper
uses a 1997 survey to determine how Business Link use, impact
and satisfaction are influenced by firm characteristics, local
partnership characteristics, local geographical context, service
intensity and other explanatory variables. Presenting
econometric estimates based on logit and ordered logit models,
it demonstrates that local context is not very significant to
service use, impact or satisfaction, but local Business Link
management and adviser performance are important influences
on impact and satisfaction. Major differences in the way SMEs
use government-backed services are also found. These are high
volumes of use of 'gateway’ information services producing
only low impact, and low volumes but high impacts and
satisfaction with intensive advice services governed by
contracts between the clients and the advisor. Implications for
the Small Business Service, launched in April 2000, are drawn.

PD December 2000. TI  The Influence of Location on the
Use by SMEs of External Advice and Collaboration: Detailed
Econometric Estimates. AU Bennett, Robert; Robson, Paul;
Bratton, William. AA Benneit and Bratton: University of
Cambridge. Robson: University of Aberdeen, Scotland.
SR University of Cambridge, ESRC Centre for Business
Research Working Paper: WP190; ESRC Centre for Business
Research, Department of Applied Economics, University of
Cambridge, Sidgwick Avenue, Cambridge CB3 9DE, United
Kingdom. Website: www . cbr.cam.ac.uk. PG 33.
PR $10.00 (5 pounds); checks payable 1o University of
Cambridge. JE LS52, L84, MI3. KW Business Advice.
Business Link. Logit. Ordered Logit. Location.

AB  This paper provides a large scale analysis of the influence
of location on the extent of use and impact of external advice
and collaboration on small and medium sized enterprises
(SMEs) in Britain. For private sector advisors (accountants,
consultants etc) and collaboration with suppliers and
customers, the intensity of use does not vary significantly with
location in most cases. Only the input of business friends and
relatives is strongly locationally constrained. EU Structural
Fund status of an area also has few major effects on use of
private sector advice. However, the impact of external advice,
and the extent of local collaboration between similar firms, is
influenced by location, with impact generally increasing with
the size of business concentration, density and closeness to a
business centre. For public sector support agencies the reverse
is generally true; levels of use are locationally influenced but
impact is not.
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AB  This paper assesses the supply of business advice using
new empirical evidence from a large-scale survey of SMEs.
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The chief focus of the paper is on a comparison of suppliers
that operate in different environments of regulation, contract
and reputation. The paper argues that interaction intensity
varies with the level of information asymmetry of these
different environments, between different types of service
supplier and their clients. Interaction intensity between
suppliers also varies as a result of the level of trust they enjoy.
The paper assesses interaction intensity using the existence of
site visits and/or written brief/contracts as indicators.
Multivariate estimation methods demonstrate that significant
differences in interaction intensity, use of contracts and impact
by client type are much less important than differences in
supplier type. This indicates that suppliers generally develop
more into niche service fields or groups of services rather than
niches refated to types of firm.
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AB This paper studies the role of money in asymmetric
double coincidence of real wants environments where in each
meeting each agent is a consumer of the other agent's
production. Traders who meet at random finance their
purchases through current production, sale of divisible money,
or both. It is shown that in the absence of valued money if
traders have asymmetric tastes for each other’s good, they
produce and exchange socially inefficient quantities. With
valued money, however, traders exchange efficient quantities if
the asymmetry of tastes is not too large. It is also shown that
terms of trades in the monetary economy are strictly better than
those in the corresponding barter economy, that the Friedman
rule holds, and that the allocation of resources in the monetary
economy converges to the allocation in the barter economy as
the growth rate of the money supply is increased.
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AB Why is money divisible? To explore this question we
intreduce a mismatch problem into search-theoretic models of
monetary exchange. We use alternative assumptions about the
divisibility of goods and money and the ability of agents to use
lotteries on money. Our framework potentially generates three
types of inefficiencies: the no-trade inefficiency where no trade
takes place even though it would be socially efficient to trade;
the too-much-trade and too-little-trade inefficiencies where the
quantities produced and exchanged are either larger or smaller
than what the solution to a social planner's problem would
dictate. It is shown that while the no-trade and the too-much-
trade inefficiencies are caused by the indivisibility of money,
the too-little-trade inefficiency is due to the impatience of the
traders and the time-consuming exchange process. Furthermore,
we find that the lottery mode!l with indivisible money and
divisible goods is qualitatively similar to the divisible money
and divisible goods model.
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AB  This paper is concerned with recent changes in the way
capital-labor relations are regulated in German SMEs. By
investigating 28 firm case- studies in the Ruhr Area, it is
argued. first, that capital-labor relations in Germany are getting
downscaled and decentralized, profoundly changing the
traditional power geometry between capital and labor: second,
that the regulatory landscape is being ‘reworked’ in terms
tavorable to capital during a period in which the latter is in the
ascendancy in the labor market; and, third, that there is a
peculiar spatial dimension to the rearticulation of power
relations and core institutions of the German Model.
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AB Who sets CEO pay? Our standard answer to this question

has been shaped by principal agent theory: shareholders set
CEO pay. They use pay to limit the moral hazard problem
caused by the low ownership stakes of CEOs. Through bonuses,
options, or long term contracts, shareholders can motivate the
CEO to maximize firm wealth. In other words, shareholders use
pay to provide incentives, a view we refer to as the contracting
view. An alternative view, championed by practitioners such as
Crystal (1991), argues that CEOs set their own pay. They
manipulate the compensation committee and hence the pay
process itself to pay themselves what they can. The only
constraints they face may be the availability of funds or more
general fears, such as not wanting to be singled out in the Wall
Street Journal as being overpaid. We refer to this second view
as the skimming view. In this paper, we investigate the
relevance of these two views.
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AB  We empirically examine competing views of CEO pay.
In the contracting view, pay solves an agency problem such
that contracts give the CEO incentives to maximize shareholder
wealth. In the skimming view, CEOs set their own pay,
constrained somewhat by the availability of cash or by a fear of
drawing shareholders’ attention. To distinguish these views, we
first examine how CEO pay responds to luck, observable shocks

to performance beyond the CEQ's control. We find substantial
pay for luck but that better governed firms pay their CEOs less

for lyck. Our second test examines how much CEOs are
charged for the options they are granted. Since options never
appear on balance sheets, they might offer an appealing way to
skim. Here again we find a crucial role for governance: CEOs
in better governed firms are charged mo