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Trust and Fiscal Performance: A Panel Analysis with Swiss Data

Summary

Citizens are willing to abandon their short-term financial interest in free-riding
considerably, if governments act in their interest, if procedures of the public decisions-
making process are felt to be fair and if other fellow-citizens have to contribute also an
adequate share to the community. In such a situation trustworthiness of a government
and trust in a government is high. This paper provides empirical evidence that trust is
crucial for fiscal performance using data for the full sample of Swiss cantons over the
1981-2001 period. In cantons with high levels of trust, the level of indebtedness is
significantly lower. Trust supports fiscal discipline. In order to get a useful
approximation for mutual trust among citizens and between citizens and their
representatives, we use information from direct voter participation on political issues
(initiatives and public referenda) held in Swiss state (cantonal) governments. Electoral
support of government proposals reveals an important aspect of trust in a real world
setting. Hence, our trust variable measures the behavior at the ballots thereby reducing
possible subjective biases derived from surveys and questionnaires.
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Social capital is a new field, suffering from a great lack of good, reliable data. Both time
series and cross-country evidence are missing. In the meantime much speculation is going on
... it is hopefully clear that social capital is a promising concept, which can be operationalized
by relatively simple measurement. However, it will take some time and a lot of work has to be

done before it is known if social capital can deliver what it promises (p. 649).

Paldam (2000, p. 649)

1. Introduction

Several OECD countries have accumulated large government debts over the last 30 years. Very
much the same applies for sub-federal governments. Why do we observe large debts in certain
governments but not in others? An explanation to that question can be found looking at the insti-
tutional framework of jurisdictions. They are particularly important for fiscal policy decisions as
fiscal institutions create the environment, the incentives, the rules, the regulations and the con-
straints under which budgets are drafted, approved, and implemented. Fiscal institutions can
promote fiscal discipline if properly designed while an institutional framework that results in soft
budget constraints provides incentives for loose fiscal discipline. These rules greatly vary over
governments and thus provide a reasonable explanation for cross-section variations in debt levels

(Alesina and Perotti 1995, Poterba and von Hagen1999 or Persson and Tabellini 2001).

According to Buchanan (1980) we can broadly distinguish between quantitative and pro-
cedural institutions. Quantitative rules entail tax and expenditures limitation laws, debt brakes
and other formal restraints to balance the budget. As empirically shown by Bohn and Inman
(1996), Poterba (1997) or Shadbegian (1998) such budget rules can effectively support the fiscal
discipline of policy makers. Procedural institutions define how property rights over political de-

cisions are acquired, and who can exercise them. As shown by Persson and Tabellini (2003) the



constitutional design of the regime type and the electoral rules also shape fiscal policy decisions

to a significant extent.

However, it will never be possible to design a constitution and to establish a framework
of quantitative and procedural institutions that answers all future questions of a society. Hence,
in all those cases where there is a degree of uncertainty, trust becomes a crucial aspect. Guerra
and Zizzo (2003) point out that “without uncertainty, trust is not a significant issue because cer-
tainty means the outcome will be the same whether or not a trusting act was involved” (p. 3).
Mutual trust in the case of uncertainty reduces transaction costs and makes the institutional ar-
chitecture to work smoothly (Putnam 1993, 2000; Fukuyama 1995). Trust can be seen as the
social capital of a society. Alesina and La Ferrara (2002) point out that social capital and trust
lead to better functioning of public institutions and help in case of market imperfections. Conse-
quently, trust should be a crucial aspect in explaining fiscal policy decisions. Moreover, it is rea-

sonable to assume that deep-seated social capital fosters fiscal discipline.

The paper concentrates on the relationship between public debts and trust in the govern-
ment using the full sample of Swiss state governments over the 1981-2001 period. We measure
trust as the ratio of concurrence between Swiss state (cantonal) government’s recommendation
for an issue put to a vote and the actual outcome at the ballot, but also taking into consideration
the number of ballots per year to measure the level of citizens’ chance to express their prefer-
ences. Ballots help to increase governmental accountability, so that the government is forced to
be responsive to citizens’ preferences and the underlying “social contract” at large, which leads
to a higher level of fiscal discipline. Our hypothesis states that more trust in government, meas-
ured as the electoral support of government decisions is a signal for a stronger social cohesion
between the government and the electorate and within the electorate, which in turn results in
sounder fiscal policy decisions. The results indicate that we find a fairly robust negative relation-

ship between trust in the government and public debt. Thus, we conclude that fiscal policy is



strongly influenced by individuals’ trust in the government. A higher level of citizens’ trust in

the state leads to a stronger fiscal discipline.

To our knowledge, our paper provides some novelties compared to previous studies:
First, empirical studies in the social capital literature often work with cross-country data. How-
ever, it is very difficult to draw conclusions from cross-cultural comparisons. Institutional and
Cultural frameworks typical for specific countries might influence trust. The problem is that such
features cannot always be controlled in a satisfactory manner. Our study on the other hand, fo-
cuses on Within country data at the state (cantonal) level and thus allows to better isolate the im-
pact of trust. Second, social capital is usually measured by survey data asking individuals ques-
tions about trust (social trust, agreement to the statement whether most people can be trusted)
and the level of participation in voluntary organizations. Rose-Ackerman points out that meas-
ures of generalized trust “are very difficult to interpret and to translate into concrete proposal”
(p. 3). Glaeser et al. (2000) criticize that these survey questions are interesting but “also vague,
abstract, and hard to interpret” (p. 812). Furthermore, it cannot be assumed that attitudinal ques-
tions predict observable behavior. Even Putnam (1995) is aware of it stressing that it would be
desirable to have behavioural indicators of social capital. Thus, in this paper we search for a so-
cial capital proxy that measures individuals’ observable behavior rather than their attitudes or
statements. Our behavioral trust variable that measures the behavior at the ballot reduces possi-
ble subjective biases derived from survey questionnaires. Third, a huge amount of studies work
with cross-sectional data. Our panel analysis, covering a long period of more than 20 years, al-

lows exploiting time variation in trust, too.

The remainder of the paper is as follows: First, we provide a quick overview of the litera-
ture on social capital and trust. Then, we develop a concept of trust revealed in a real world set-

ting and present some evidence of the level of trust among Swiss cantons over the last twenty



years. In section five follows the empirical implementation of the impact of trust on fiscal per-

formance while section six offers some concluding remarks.

2. Overview: Social Capital and Trust

Social capital has been studies at length by many different disciplines. It has advanced to
an important concept in social sciences, enforcing the interdisciplinary social discourse among
researchers. The rapid growth of the social capital literature underlines a widespread unease with
the standard explanations for the differential political and economic performances not only
across nations but also across sub-national jurisdictions (Ostrom and Ahn 2003). Many studies in
the last ten years tried to check to which extent social capital can be seen as an important omitted

factor in previous studies.

The political scientists Almond and Verba (1963) have been among the first who inten-
sively investigated the concept of social capital. Many years later, there has been a renewed in-
terest in the social basis of political and economic life thanks to the work by researchers such as
Putnam (1993) and Fukuyama (1995). Social capital advanced to an important research agenda
in political sciences. Putnam (1993) claims the importance of social capital for the effective gov-
ernance of democracy. He defines social capital as “features of social organization, such as trust,
norms, and networks that can improve the efficiency of society by facilitating coordinated ac-
tions” (p. 167). Many authors have singled out social capital as an important feature of produc-
tive social relationships (see, e.g., Gambetta 1988, Hardin 1993). Sociologists have also inten-
sively investigated the concept of social capital. Key figures at the beginning were Bourdieu
(1979) and Coleman (1988, 1990). They both have strongly influenced the social capital litera-
ture focusing on individuals and small societal units. Portes and Mooney (2002) point out that
the most widely accepted definition of the term social capital in sociology is the “the ability to

secure resources by virtue of membership in social networks or larger social structures” (p. 305).



Also economists increasingly pay attention to the concept of social capital and trust. Many stud-
ies have been published in leading economic journals (see, e.g., Knack and Keefer 1997, Zak and
Knack 2001, Glaeser et al. 2000, Alesina and La Ferrara 2002). For example, Knack and Keefer
(1997) tested the impact of civic duty and trust on growth and investment rates in a cross section
analysis. They find a strong and significant positive relationship between social capital variables
and economic growth. Looking at the public finance literature, Slemrod (1998) argues that the
social capital derived from the willingness to pay taxes voluntarily lowers the cost of the operat-
ing government and of equitably assigning its cost to citizens. Social capital has also attracted
non-academic institutions such as the World Bank, which developed a Social Capital Initiative
focusing mainly on developing countries and investigating the practical relevance of this con-
cept. Grootaert (2001, pp. 10-11) stresses that there are three major views on social capital: First,
the concept developed by Putnam (1993) interpreting social capital as a social network, as net-
works of civic engagement facilitating coordination and cooperation. Second, Coleman’s (1988,
p. 598) approach defines social capital as “a variety of different entities”, consisting of some
aspects of social structure and facilitating certain actions of actors. This allows taking into ac-
count not only horizontal but also vertical social relationships. The third concept considers the

social and political environment that enforces norms and shapes social structures.

According to Paldam (2000, p. 630), there are three families of social capital concepts:
trust, cooperation and network. He points out that “most people build trust in and networks to
others and come to cooperate with them” (p. 629). Trust and cooperation are closely related. He
defines social capital as the ability of a person to work voluntarily together with others, for a
common purpose in groups and organizations (p. 635). But what exactly is trust? There are dif-
ferent conceptualizations of trust. Uslaner (2002) differentiates between moralistic trust and stra-
tegic trust. Strategic trust reflects “expectations about how other people will behave” (p. 23). On

the other hand, “moralistic trust is a statement about how people should behave. People ought to



trust each other” (p. 23). Thus, moralistic trust works also in the absence of reciprocity. In a fur-
ther step, Uslaner (2002) points out that the distinction between strategic and moralistic trust is a
“continuum from particularized to generalized trust” (p. 26)'. Generalized trust is the belief that
most people can be trusted and thus does not dependent upon specific individual or group char-
acteristics. On the other hand, particularized trust is the belief that only a specific individuals or
groups can be trusted’. While particularized trust relies strongly upon experiences (strategic
trust), moralistic trust is the foundation of generalized trust. Uslaner points out that the “central
idea distinguishing generalized from particularized trust is how inclusive your moral community

18" (pp. 26-27).

If trust is a multidimensional concept, not only the analytical distinction between particu-
larized and generalized trust is relevant, but also the empirical one. To measure generalized trust,
many researchers have relied upon the following survey question derived by Rosenberg (1956)
many years ago: “Generally speaking, do you believe most people can be trusted or can’t you be
too careful in dealing with people?”. It indicates that not only well-know people are trusted but
also strangers. Particularized trust can be measured using group categories to classify people in
their own network, for example, asking survey questions regarding respondents’ trust in their
neighbors, friends, co-workers or family and club members. Contrary to previous studies we try
to find with field data a proxy that measures individuals’ observable behavior rather than meas-
uring trust with survey data. Observing the behavior at the ballots reduces possible subjective

biases derived from survey questionnaires. Glaeser et al. (2000) combined experiments and sur-

! See also Granovetter (1973) who also differentiates between generalised trust and specific trust.
? Other researchers use similar concepts, for example, thin and thick trust, bonding and bridging social capital, per-
sonal and social trust (see, e.g., Williams 1988, Putnam 1993, 2000, Rahn and Transue 1998).



veys together and find that standard attitudinal questions do not predict subject choices in their

experiments”.

Our investigation in this paper grounds basically on the third concept, which takes the
more formalized institutional relationship between state and citizens at the vertical level into
account. As trust is a multidimensional concept, we restrict our focus on a specific dimension:
citizens’ political trust. This is in line with Rothstein (2003), who argues that the explanation of

social capital is much more grounded in political instead of sociological variables.

3. Trust in Politics

There are three ways in which trust affects government performance according to Knack (1999).
First, trust broadens government accountability. Policy decisions have to be responsive to the
preferences of a large part of the population. Knack (1999), for example, provides empirical evi-
dence, that US states with a higher social capital significantly perform better than the other
states. Second, trust can facilitate an agreement, where political preferences are polarized. Third,
social cohesion in a society is a breeding ground for innovations in politics. In general, the space
for innovations is greater if trust between members of a society is established. If new challenges
have to be tackled, governments with high social capital are more flexible in adapting to the new
circumstances than regions with widespread interests. Little political polarization in regions with
a strong social cohesion makes it easier for the government to implement policies preferred by
the electorate. Moreover, little social fragmentation in the society reduces the asymmetry be-
tween spending claims of different interest groups and taxing decisions. Therefore, a more ho-

mogenous citizenry supports fiscal discipline.

3 However, questions about trusting attitudes seem to predict trustworthiness. The authors conclude that “to deter-
mine whether someone is trusting, ask him about specific instances of past trusting behaviors. To determine whether
someone is trustworthy, ask him if he trusts others” (p. 840).



Government accountability can be seen as the most important aspect of trust with respect
to fiscal performance. Engagement, involvement and participation in political and public issues
by a large part of the electorate are an important feature to hold politicians and bureaucrats ac-
countable. In Putnam (2000, p. 346) words: “Citizens in civic communities expect better gov-
ernment, and (in part through their own efforts) they get it ... if decision makers expect citizens
to hold them politically accountable, they are more inclined to temper their worst impulses rather
than face public protests”. Political participation in ballots allows citizens to discuss the topics
and helps to improve political awareness. Thus, the government knows that citizens are discuss-
ing and monitoring their behaviour, which will produce the incentive to govern more effectively.
It also offers citizens the possibility to articulate themselves and thus to visualize their prefer-
ences which contributes to a more effective governance, too. As the government is better aware

of citizens’ preferences, policies will better reflect citizens’ needs (see Boix and Posner 1998).

Game theory and experimental findings have shown that trust facilitates the co-operation
between the actors and allows reaching superior social outcomes. However, Boix and Posner
(1998) criticize that such an investigation “leaves us without an explicit articulation of the
mechanism by which the ability of people in society to co-operate affects the performance of the
governmental institutions (p. 689)”. Our study takes this into account by trying to investigate the
interaction between citizens and their state. Trust in politics measures the level of confidence
citizens have in their political leaders or institutions. In these cases trust is close to “approval”
and “validation” revealing a widespread belief that the government is carrying-out those actions
that are in the interest of the citizenry (Slemrod 2003). To capture such an interpretation of trust,
contrary to previous studies, we measure trust as the ratio of concurrence between Swiss state
(cantonal) government’s recommendation for an issue put to a vote and the actual outcome at the
ballot, but also taking into consideration the number of ballots per year to measure the level of

citizens’ chance to express their preferences. Thus, we have a trust proxy that measures indi-



viduals’ observable behavior interacting with the government, rather than measuring trust with

survey data.

If the citizens and the authorities interact in a sense of collective responsibility influenced
by the institutional structures, then the system may be better governed and its policies may be
more effective. Trust promotes effectiveness through its impact on governments’ behavior. In
our paper we focus on public debt as dependent variable. It is reasonable to argue that a prudent
debt management and thus a certain level of fiscal discipline can be seen as a proxy for govern-
mental performance. Ballots help to increase governmental accountability, so that the govern-
ment is forced to be responsive to citizens’ preferences and the underlying “social contract” at
large, favoring a higher level of fiscal discipline. Trust in government is a signal for a stronger
social cohesion between the government and the electorate and within the electorate, which in

turn results in sounder fiscal policy decisions. Thus, the following hypothesis can be derived:

Hypothesis: The stronger trust is established in a jurisdiction the better its fiscal performance.

4, Measuring Trust in the Swiss Cantons

The political process in Swiss cantons offers a fruitful database to measure trust. In our case, we
use information from direct voter participation on political issues by voter initiatives and public
referenda as an approximation for mutual trust among citizens and between citizens and their
representatives. Several aspects of trust are of importance in the process of direct voter participa-
tion in Switzerland. To launch a voter initiative or to veto government decisions by a popular
referendum represent possibilities to reveal distrust in the government. Even if we assume that
the government is benevolent, such instruments can be useful in case the governments fall out of

step and make mistakes in interpreting voters’ preferences (Matsusaka, 2004). This may happen

10



as a result of strong political polarization on a specific issue or high information costs. Contrar-
ily, if social cohesion in the electorate is strong, it is easier for the government to implement
policies according to the preferences of the electorate. They make fewer mistakes in interpreting
the voters’ preferences. Hence, if social cohesion is strong, fewer decisions by the government
will be vetoed and fewer voter initiatives will be successfully launched. As a consequence, sup-
port of government decisions by the electorate is a useful indication of trust and social capital

among members of a society.

Assuming now that the government is not benevolent in any case, direct voter participa-
tion in this case is a possibility to control the discretionary power of politicians. Voter control
can help to limit the abuse of political power by selfish politicians. As citizens cannot completely
foresee the preferences of their incumbents, elements of direct democracy empowers them with
an instrument to control their government. This also has an ex ante effect on policy formulation
by the elected incumbents since they always have to take into account a possible voter interven-
tion. If politicians should try to abuse their policy discretion, voters will increasingly reject the
governments’ proposals. Thus, the support of government decisions by direct voter participation
is also a measure of trust in government. If government proposals acknowledge common inter-

ests, voters will support the trustworthiness of their incumbents at the ballots.

Table 1: Ballots in all 26 Swiss cantons from 1981 to 2001

Number of ballots 3100

Average number of ballots per year 148

Average number of ballots per canton 119

Lowest value (number of ballots) 22 (Jura)

Highest value (number of ballots) 285 (Zurich)*

Ratio of accepted government proposals 75.7 %

Highest value (Ratio of accepted government proposals) 94.3 % (Appenzell a. Rh.)
Lowest value (Ratio of accepted government proposals) 37.7 % (Jura)

* In the town-meeting canton Glarus 294 ballots were held.
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In order to take both aspects of trust into account — trust among members of a society and trust
between principal and agent — we collected data from all cantonal ballots held between 1981 and
2001 in all 26 Swiss cantons®. As can be seen in Table 1, 3100 cantonal ballots were held while
75.7 % of them succeeded in the sense of supporting the government proposals. The variation
goes from Jura with a ratio of 37.7 % to Appenzell a. Rh. with a ratio of 94.3 % accepted gov-

ernment proposals. Interestingly, the number of ballots held varies quite a lot among cantons.

Figure 1: Trust measured as government support (acceptance X validation) for 26 Swiss
cantons, average values for the 1981-2001 period
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The reason is that some cantons offer much broader possibilities of voter participation than other
cantons (see Feld and Matsusaka 2003 or Feld, Schaltegger and Schnellenbach, 2004). In order
to take this institutional variation into account, we use state (cantonal) intercepts in our regres-
sion analyses since the institutional provisions on direct legislation hardly changes over time.
However, the number of ballots held does not only give us information on the institutional varia-
tion but also on mutual trust. This is important in our case because the mere acceptance rate of
ballots held during a year does not cover this special aspect of trust. More ballots imply a higher
validation of policy choices by the government. Higher validation or shorter intervals between
ballots is of importance when preferences of the electorate are changing or when there is uncer-

tainty about preferences on a concrete policy project (Matsusaka 2004). Ballots provide addi-

* No distinction between initiative and referendum has been done to measure both horizontal and vertical trust.
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tional information for the government, which in turn enriches the decision-making process’.
Thus, we construct our trust measure by the ratio of at the ballots accepted government proposals
multiplied with the number of ballots held (acceptance X validation). This particular measure of
trust allows us to incorporate both aspects of trust: Acceptance of government decisions and
validation of government decisions. We include both measures in our trust variable, as they are
not independent of each other. The validation of government decisions fosters acceptance of
government decisions offering individuals the change to express their preferences. Thus, prefer-
ences of the people bearing the costs and benefits of government actions are visible which fosters
citizens’ trust. On the other hand, a higher acceptance of government decisions preserves gov-
ernment’s interests to use ballots as an instrument and thus preserves the validation of govern-

ment decisions®. This makes it useful to include both aspects in one variable in our model.

As Figure 1 shows trust varies considerably among cantons over the 1981-2001 period.
The lowest value accounts for 0.57 represented by canton Jura while the highest value with 13
belongs to the canton Glarus. Similarly, there is a variation of trust over time as can be seen in
Figure 2. With 3.615 the lowest value of trust is observed in 2001 while in 1988 trust was high-
est with a value of 5.75. Such a strong variation among cantons as well as over time allows ex-
ploiting within-country variation to identify effects of trust on governments’ fiscal performances.
It is also important to note, that the correlation between real GDP-growth and trust is only
0.0323, indicating that our measure is not just reflecting subjective well-being or perhaps even
government’s general popularity, which has been found in many empirical studies to be influ-
enced by economic development’. In general, a multivariate analysis conducted in the next sec-

tion will allow isolating the impact of trust on public debt.

> In general, previous studies have shown that repeated interactions or a higher level of familiarity facilitate trust
see, e.g., Glaeser et al. 2000, Alesina and La Ferrara (2002).
This arguments is supported looking at the level of correlation between the variables. Furthermore, it should be
noticed that using it as one variable leads to slightly better predictions.
” For an overview see e.g., Pickup (2004).
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Figure 2: Trust measured as government support (acceptance X validation) from 1981 to 2001,
average values for the 26 cantons
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5. Empirical investigation

In order to test whether trust fosters fiscal discipline, we propose the following baseline equa-

tion:

DEBT; = a + BCTRLj +¢{TRUST; + TD; + CD; + & (1)

where | indexes the 26 cantons in the sample, DEBT;; denotes the cantonal debt-levels per capita
and per GDP over the 1981-2001 period and TRUST}; is our indicator for trust described in the
previous section. The regression contains also several control variables CTRL;; like GDP per cap-
ita, share of urban population, share of workforce, share of population with higher schooling,
share of unemployed, share of pensioners, share of pupils, population and a variable for the share

of German speaking population in a canton. In order to control for time as well as cantonal in-
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variant factors we include fixed time TD; and fixed cantonal CD; effects. &; denotes the error

term.

In Table 2 and 3 we present three different kind of empirical methodologies: pooling,
random effect and fixed effect regressions using cantonal debt-levels per capita (Table 2) and
debt levels per GDP (Table 3) as dependent variables. In the pooled estimations we present the
beta or standardized regression coefficients to compare the magnitude and thus to see the rela-
tive importance of the used variables. To get robust standard errors in the pooled estimations, we
also used the Huber/White/Sandwich estimators of standard errors. To check which one is most
suitable, we perform the Langrangian Multiplier (LM) test (see Breusch and Pagan 1980) to test
the random effect versus the pooling model and the Hausman specification test (see Hausman
1978) to compare the fixed effect versus the random effect model. The LM test indicates that the
null hypothesis is rejected at the 1% significance level for both dependent variables. This sug-
gests that pooling regression is less suitable than random effect regression. The Hausman test
shows that the null hypothesis is rejected at the 5% significance level in Table 2 and rejected at
the 1% significance level in Table 3. This suggests that it is more appropriate to use fixed effect

models. Thus, for all the following extensions we present fixed effect regressions.

As can be seen by the multivariate analysis trust has a statistically significant negative
impact on fiscal discipline (public debt) in all the regressions presented in Table 2 and 3, control-
ling for other determinants. Thus, our hypothesis finds strong empirical support looking at Swiss
cantons over the periods 1981-2001. However, it can be criticized that institutional differences
reflect long-standing differences in voters’ trust towards the government. To check whether this
argument holds, Appendix D presents estimations controlling for democratic participation rights.

The used direct democracy index reflects the extent of direct democratic participation (1= lowest

15



and 6 highest degree of participation) at the cantonal level.® As can be seen in most of the cases,
the variable TRUST remains statistically significant after controlling for democratic participation
rights. A higher level of direct democratic participation rights has also a significantly negative
effect on public debts. Appendix D indicates a relatively strong quantitative effect. In general, it
should be noticed that there is a relatively high correlation between trust and the index of direct
democracy (r=0.42*** significant at the 0.01 level), which may explain the lower effect of the
TRUST variable. Our TRUST variable also takes into account the number of ballots held and
thus controls for institutional variation. Furthermore, trust and direct democratic participation
rights are not independent of each others. A higher level of direct democracy may foster trust as
it imposes credible constraints on politicians and public officials. Trust is then a rational re-
sponse to it (see Rose-Ackerman 2001). Sztompka (1999) points out that “the more there is insti-
tutionalized distrust, the more there will be spontaneous trust” (p. 140). Not surprising, in most
of the cases the real GDP per capita reduces public debts significantly and sizeable, too. On the
other hand, the share of urban population pushes up debt levels. This points to a higher govern-
mental willingness to increase public debts in urban areas, which may be caused by specific
problems of central cities like social heterogeneity. The provision and maintenance of central
city infrastructure such as higher education, traffic, public health, public security or cultural fa-
cilities require high government revenue for the central city. At the same time, the tax bases in
central cities are sensitive to high tax burdens. People react to tax incentives and move from the
center to nearby local communities where the tax burden is lower. The asymmetry of spending
claims and revenue capacity is often seen as a major driving force for problems of fiscal disci-

pline in urban jurisdictions (Frey 1990, Brueckner 1983). Socio-demographical factors such as

¥ The index includes the four legal instruments: the popular initiative to change the canton’s constitution, the popular
initiative to change the canton’s law, the compulsory and the optional referendum to prevent new law or changing of
a law and the compulsory and the optional referendum to prevent new state expenditure. The index is based on the
degree of restrictions in form of the necessary signatures to use an instrument, the time span to collect the signatures
and the level of new expenditure which allows to use the financial referendum (for a detailed discussion see Stutzer
1999).
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the share of elderly and the share of pupils expectably push up debt-levels, too. These two
groups only perceive a small fraction of the initiated costs eventually creating pressure for higher
government spending. In addition, especially pensioners have an incentive to finance public ser-
vices by deficit spending in order to postpone the costs to future generations (Meltzer and Rich-
ard 1981). The language variable is significantly negative indicating that the German speaking
population cares more about fiscal discipline than their French and Italian speaking counterparts.
The result is very much in line to the results in federal ballots and the behaviour of members of
parliament from the roman part of Switzerland. The other control variables have not a robust and
significant impact on public debt. In particular, there seems not to be a significant positive im-
pact of better educated citizens on fiscal discipline. Obviously, better educated voters do not de-
mand a more fiscally prudent government, which is somewhat surprising. One could have
thought of a “supply side” effect since better educated citizens provide a larger tax base which in
turn may make it easier to offer higher salaries to the public servants and also provide a larger

pool of talents from which the government can recruit (Knack 1999).

In addition, we have included a variable capturing the degree of centralization of canton
governments in Switzerland to check the sensitivity of our results. As shown by Shadbegian
(1999) and other researchers for US states and by Feld, Kirchgéssner and Schaltegger (2003) and
Schaltegger (2003) for Swiss cantons government centralization favors the size of government.
De Mello (2004) shows that fiscal decentralization also strengthens social capital in a cross-
country study. Thus, it is not surprising that in our analysis government centralization is of high
explanatory power for the level of government indebtedness, too. Note that also after including
government centralization, trust remains an important and significant feature in explaining fiscal

performance of governments.

Next, proprietors of houses have made a commitment to their jurisdiction by voluntarily

increasing their opportunity costs for the exit option to migrate to another jurisdiction. This can
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be seen as an alternative measure of trust in government’. However, the inclusion of the share of

housing proprietors as a further regressor in the equation does not significantly increase the ex-

planatory power of our public debts regressions.

Table 2: Regression Results on the Impact of Trust on Public Debt, 26 Swiss Cantons, 1981-2001.
Dependent Variable: Debt per Capita

Explanatory Variables OLS OLS RE FE FE FE
Trust -0.090%** -0.075%**  -0.004*** -0.004*** -0.004** -0.004**
(-3.71) (-2.96) (-2.76) (-2.72) (-2.58) (-2.57)
Government 1.184%%** 1.179%%*
centralization (6.22) (6.19)
Share of registered house -0.492
proprietors (-0.91)
GDP -0.055 -0.379%** 0.117 -0.806%** -1.141%** -1.089%**
(-0.57) (-2.81) (0.57) (-2.90) (-4.17) (-3.90)
Labor Force 0.005 0.079 0.329 0.564 0.557 0.643*
(0.16) (1.57) (0.90) (1.53) (1.57) (1.75)
Higher Schooling 0.347%** 0.058 0.857%** 0.227 0.160 0.186
4.77) (0.64) (2.96) (0.74) (0.54) (0.63)
Unemployment Rate 0.067** 0.033 0.021*** 0.004 0.002 0.003
(2.09) (0.45) (2.74) (0.50) (0.21) (0.42)
Urban 0.362* 0.613%** 0.583%** 0.564** 0.734%%* 0.716%**
(1.90) (3.02) (4.33) (2.51) (3.37) (3.27)
Population 0.593 -3.279%%* -0.025 -1.553%** -1.986%** -2.049%**
(0.72) (-2.56) (-0.33) (-3.25) (-4.26) (-4.34)
Population > 65 0.318%** 0.210%* 2.507%** 2.332%** 2.681%%* 2.904%**
(4.53) (2.30) (3.05) (2.53) (3.01) (3.15)
Population < 15 0.636%** 0.608%** 5.626%** 5.787*** 6.655%** 6.930%**
(6.39) (4.56) (6.76) (6.47) (7.63) (7.50)
German Language -1.549%%* -2.860%** -0.132 -1.856%** -1.792%%* -1.732%%*
(-3.18) (-4.29) (-1.39) (-4.08) (-4.09) (-3.91)
State (Canton) Effects Yes Yes No Yes Yes Yes
Year Effects No Yes Yes Yes Yes Yes
LM test 0.000
Hausman test 0.021
R-Squared 0.815 0.831 0.399 0.822 0.835 0.835
# of Observations 546 546 546 546 546 546

Notes: t-statistics in parentheses. *,** and *** denote significance at the 10%, 5% and 1% level. RE: random effect,
FE: fixed effect. OLS estimations: robust standard errors and beta coefficients. Lagrangian Multiplier test (LM test):
test the random effect model versus the pooling regression. Hausman specification test: test the fixed-effect mode
versus the random effect model. For definitions of variables see Appendix.

® Note that the simple correlation of the variables “trust” and “share of housing proprietors” in our data sample is
rather weak with a value of 0.017.
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Table 3: Regression Results on the Impact of Trust on Public Debt, 26 Swiss Cantons, 1981-2001.
Dependent Variable: Debt per GDP

Explanatory Variables OLS OLS RE FE FE FE
Trust -0.093*** -0.066** -0.001** -0.001** -0.001** -0.001*
(-3.52) (-2.44) (-2.14) (-2.14) (-1.97) (-1.96)
Government 0.354%* 0.351***
centralization (6.45) (6.41)
Share of registered house -0.227
proprietors (-1.46)
GDP -0.512%** -0.876%**  -0.254*** -0.481*** -0.581*** -0.557***
(-4.84) (-6.24) (-4.17) (-5.99) (-7.38) (-6.93)
Labor Force -0.003 0.016 0.005 0.030 0.028 0.067
(-0.09) (0.29) (0.05) (0.28) (0.27) (0.64)
Higher Schooling 0.419%** 0.075 0.304%** 0.075 0.055 0.067
(5.19) (0.77) (3.58) (0.86) (0.65) (0.79)
Unemployment Rate 0.048 0.073 0.009%** 0.002 0.002 0.002
(1.22) (0.91) 4.11) (1.00) (0.71) (1.04)
Urban 0.511** 0.868*** 0.212%** 0.206%** 0.257%** 0.249%**
(2.18) (3.58) (5.38) (3.18) (4.09) (3.95)
Population 2.781%%* -1.822 -0.005 -0.223 -0.352%** -0.381***
(3.83) (-1.24) (-0.23) (-1.61) (-2.62) (-2.81)
Population > 65 0.465%** 0.314%%* 0.778%** 0.899%*** 1.003*** 1.106%**
(5.40) (3.10) (3.23) (3.38) (3.92) (4.17)
Population < 15 0.967*** 0.895%** 2.048%** 2.201%** 2.460%** 2.587%**
(7.90) (5.53) (8.39) (8.53) (9.79) (9.75)
German Language -3.474%%* -4 888*** -0.048* -0.819%** -0.800%%** -0.772%**
(-6.00) (-6.73) (-1.71) (-6.24) (-6.34) (-6.06)
State (Canton) Effects Yes Yes No Yes Yes Yes
Year Effects No Yes Yes Yes Yes Yes
LM test(Prob>chi2) 0.000
Hausman test(Prob>chi2) 0.000
R-Squared 0.765 0.789 0.270 0.766 0.784 0.785
# of Observations 546 546 546 546 546 546

Notes: t-statistics in parentheses. *,** and *** denote significance at the 10%, 5% and 1% level. RE: random effect,
FE: fixed effect. OLS estimations: robust standard errors and beta coefficients. Lagrangian Multiplier test (LM test):
test the random effect model versus the pooling regression. Hausman specification test: test the fixed-effect mode
versus the random effect model. For definitions of variables see Appendix.

Other institutional variations in Swiss cantons that do hardly vary over time are not in-
cluded in our regressions since state (canton) dummy variables have been included. The canton

dummies would render these institutional feature variables insignificant, anyway.

Table 4 differs from the previous tables in using instruments for our trust variable. Evalu-

ating the direct effect of trust on fiscal performance in a setting where unobserved voter prefer-
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ences might affect both trust and fiscal performance requires an instrumental variable technique
to separate the impact of trust from the underlying voter preferences. A suitable instrument must
be contemporaneously uncorrelated with the error term but must be highly correlated with trust.
In our case, we use the number of votes as an instrument. Conceivably, in cantons in which vot-
ers have frequent possibilities to reveal their trust, trust will be more likely. Now, to test for pos-
sible endogeneity of trust a Hausman test is carried out in two steps. First, we regress the number
of votes on trust including all other regressors from equation (1). The number of votes is highly
significant in explaining trust, as expected. Second, we take the obtained residuals from that re-
gression and include them in the original regression of equation (1). Since the coefficients of the
included residuals are not significant (t-value of —0.187), trust can be considered as an exoge-
nous variable. Thus, unsurprisingly the coefficients of the trust variable in the two-stage least
square estimations in Table 4 do hardly change from those obtained in the ordinary least square
regressions. This suggests that there is not much of a reverse causation from government debt to
trust. We cannot observe that in the 2SLS regressions the coefficients for our trust variable are
smaller than the ones estimated using OLS, what other would indicate that reverse causation may
bias the OLS coefficient for trust upward (see Knack 1999). In addition, reversed causality is
unlikely in our case from a theoretical point of view: at the time when voters go to the polls, data
on public debts of the current year are unknown and will usually be published not before the fol-

. 1
lowing year.'”

As can be seen in Appendix C two cantons are considered as outliers. The cantons Basel-
Stadt (BS) as well as Geneva (GE) have a relatively and extraordinary high level of indebted-
ness. In the following, in order to check the robustness of the results, we take these two cantons

out from our sample (excluding outliers). In Table 4, columns two and four present the results.

1% According to a yearly conducted survey on behalf of the Swiss Federal Department of Finance, the electorate is
relatively well informed on public finances. In 2004 for example, 35 % of all the 1516 interview participants have
estimated the accumulated level of debt for the federal level correctly (the interviews have been conducted by
Demoscope, a professional institute on market research in Switzerland).
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The coefficients of the trust variable remain significant even after excluding outliers indicating

that our basic hypothesis is supported.

Table 4: Sensitivity regressions on the Impact of Trust on Public Debt, 26 Swiss Cantons, 1981-2001.
Dependent Variable: Debt per capita / debt per GDP

Explanatory Variables Debt p.c.4 Debtp.c.# Debtp.c.¥ Debtp.GDP& Debt p.GDP# Debtp.GDPY
Trust -0.004*** -0.004*** -0.004** -0.001* -0.001*** -0.001*
(-2.64) (-2.65) (-2.54) (-1.827) (-2.657) (-1.93)
Government 1.142%%* 0.34]%**
centralization (6.08) (6.32)
Share of Protestants -0.447 -0.1978*
(-1.11) (-1.71)
Share of Catholics 1.100%** 0.288%*%*
(2.66) (2.43)
GDP -0.807%** -1.013%**  _]1.263%*** -0.482%** -0.491%** -0.619%**
(-2.82) (-3.13) (-4.66) (-6.267) (-5.842) (-7.96)
Labor Force 0.562 0.221 0.301 0.028 -0.011 -0.033
(1.56) (0.498) (0.81) (0.274) (-0.097) (-0.31)
Higher Schooling 0.226 -0.097 0.139 0.074 -0.004 0.052
(0.64) (-0.246) (0.48) (0.758) (-0.036) (0.62)
Unemployment Rate 0.004 0.008 -0.003 0.002 0.002 0.0002
(0.45) (0.876) (-0.34) (0.913) (0.608) (0.08)
Urban 0.565%** 0.967*** 0.922%*%* 0.207*** 0.276%** 0.312%**
(3.03) (4.293) (4.19) (3.604) (4.457) (4.95)
Population -1.556%* -2.678%** -1.104%%* -0.225 -0.545%** -0.073
(-2.57) (-3.954) (-2.17) (-1.251) (-2.856) (-0.50)
Population > 65 2.332%* 3.050%** 3.061%*** 0.899%** 0.893%** 1.084%**
(2.30) (2.850) (3.36) (3.103) (2.962) (4.14)
Population < 15 5.786%** 7.265%%* 5.230%** 2.199%** 2.289%** 1.931%%*
(4.56) (5.543) 4.77) (5.520) (5.723) (6.13)
German Language -1.858*** S2.258%** D DD4k** -0.820%** -0.804*** -0.929%**
(-4.30) (-4.784) (-5.00) (-6.741) (-6.258) (-7.27)
State (Canton) Effects Yes Yes Yes Yes Yes Yes
Year Effects Yes Yes Yes Yes Yes Yes
R-Squared 0.831 0.659 0.840 0.789 0.680 0.792
# of Observations 546 504 546 546 504 546

Notes: t-statistics in parentheses. *,** and *** denote significance at the 10%, 5% and 1% level. For definitions of
variables see Appendix.

# denotes the two stage least square regressions. Instrument for trust is the number of votes.

# denotes regression after excluding the values of the canton Basel-Stadt (BS) and the canton Geneva (GE), which
are considered as outliers (see Appendix C).

¥ There is a high simple correlation between the two regressors share of Protestants and share of Catholics (-0.921).
However, eliminating either the former or the latter variable from the regression hardly changes the estimated coeffi-
cients as well as their significance level.
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In the next step, we control for the religious composition of the cantons. Putnam (2000) recog-
nizes the religion denomination as an important factor in building social capital. Knack (1999)
finds a high correlation between trust and the mainline Protestants in the US states. Hence, reli-
gious composition may serve as a good instrument for trust. In fact, La Porta et al. (1997) and
Knack (1999) both use religious composition to instrument for interpersonal trust. However, in
our case there is only a weak simple correlation between trust and the share of Protestants
(0.394) or share of Catholics (0.348). A further sensitivity analysis has been performed in order

to evaluate whether these two variables affect the size or the significance of our trust variable.

Columns three and six show that trust still has a statistically significant negative impact
on the level of indebtedness after including the two most important religious groups in Switzer-
land. Interestingly, religion denomination has an impact on fiscal performance. While we obtain
a negative impact of Protestantism on cantonal indebtedness, the share of catholic population on
total cantonal population is positively associated with the level of debt. The negative impact of
the share of Protestants can be explained using the concept of Protestant ethic, that emphasizes
specific values such as the virtues of prudent reinvestment of savings, individual entrepreneurial
initiatives, and independence (see Weber 1930, Norris and Inglehart 2004). Such moral values at
the individual level seemed to have an impact on states’ fiscal discipline, especially in societies

based on active political participation rights.

All in all, the significant impact of the trust variable remains unaffected whether we con-
trol only for one or for two religious groups, whether we additionally include government cen-
tralization or not and whether we additionally control for the share of registered house proprie-

tors or not.
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6. Conclusion

This panel analysis within Switzerland provides evidence for the hypothesis that trust in a soci-
ety influences fiscal performance. The stronger mutual trust is established, the sounder fiscal
policy decisions and hence the lower public debts. The results are robust to a number of control
variables and the inclusion of additional variables such as government centralization or direct
democratic participation rights in Swiss states (cantons). In our case, we use information from
direct voter participation on political issues (voter initiatives and public referenda) held in Swiss
state governments to measure mutual trust among citizens and between citizens and their repre-
sentatives. In order to take both aspects of trust into account — trust among members of a society
and trust between the incumbent and the constituency — we collected data from all cantonal bal-
lots held between 1981 and 2001 in all 26 Swiss cantons. In total, we analyzed data from 3,100
cantonal ballots that were held in our period of observation. While 75.7 % of the ballots suc-
ceeded in the sense of supporting the government proposals, 24.3% failed to support the gov-
ernment. However, since there is a considerable variation in the extent to which Swiss cantons
offer possibilities of direct voter participation, the ratio of accepted government proposals would
give a biased picture of trust. In order to take the institutional variation into account, we con-
struct our trust measure as the ratio of the ballots that accepted government proposals multiplied

with the number of ballots held (acceptance X validation).

These results are consistent with those reported by Putnam (1993) from Italian regions,
Keefer and Knack (1997), La Porta et al. (1999) or Zak and Knack (2001) from cross-country
regressions or Knack (1999) from US state governments for government performance. The re-
sults presented in this paper as well as in previous studies underline the importance of trust as an
essential aspect for the well functioning of a government and the institutional architecture in
place. However, the understanding of how social capital is built and how government can foster

trust remains a fruitful field for further research.
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Appendix A

Data description

Variable name Description Source
Trust Electoral support of government proposals | Own investigations on the basis of the
multiplied by number of ballots (support X | C2D-Database, Amtsblétter of Obwal-
validation) den and Appenzell a. Rh. and protocols
of town meetings in Glarus, Appenzell
i.Rh and Nidwalden.
Debt p. c. Cantonal debt per capita deflated to the Swiss Federal Finance Administration
year 1980 in CHF (logarithmized in the
estimations)
Debt p. GDP Nominal cantonal debt per nominal GDP | Swiss Federal Finance Administration

Share of registered
house proprietors

Share of registered cantonal house proprie-
tors on the cantonal population

Swiss Federal Statistical Office

Share of protestants

Share of protestant population on the total
cantonal population

Swiss Federal Statistical Office

Share of catholics

Share of catholic population on the total
cantonal population

Swiss Federal Statistical Office

Government Share of cantonal public spending on can- | Swiss Federal Finance Administration
Centralization tonal and local spending
GDP Real cantonal GDP per capita (logarith- BAK Basel Economics

mized in the estimations)

Labor Force

Share of employment on the cantonal
population

Swiss Federal Statistical Office

Higher Schooling | Share of population with secondary Swiss Federal Statistical Office
education on the cantonal population
Unemployment Share of unemployment on the cantonal Own calculations on the basis of Swiss
Rate population Federal Statistical Office
Agglomeration Proportion of local communities having Swiss Federal Statistical Office
more than 10’000 inhabitants.
Population Cantonal population (logarithmized in the | Swiss Federal Statistical Office

estimations)

Population > 65

Share of cantonal population over the age
65 on total cantonal population

Swiss Federal Statistical Office

Population < 15

Share of cantonal population under the age
15 on total cantonal population

Swiss Federal Statistical Office

German Language

Share of German Speaking population

Swiss Federal Statistical Office
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Appendix B

Descriptive statistics

Variable Mean Std. Dev. Minimum Maximum
Trust 4.785 4.103 0 25

Debt per capita 3850 2865 795 20453
log (debt per capita) 3.513 0.229 2.900 0.018
Debt per GDP 0.129 0.059 0.019 0.458
Share of registered house proprietors  (0.410 0.113 0.125 0.628
Share of protestants 0.310 0.199 0.051 0.783
Share of catholics 0.562 0.231 0.161 0.931
Government Centralization 0.673 0.106 0.510 0.99
GDP 41590 13064 26324 117228
Labor Force 0.480 0.032 0.396 0.564
Higher Schooling 0.137 0.059 0.023 0.334
Unemployment Rate 0.018 0.018 0 0.078
Agglomeration 0.324 0.249 0 0.995
Population 261938 272497 12781 1228628
Population > 65 0.146 0.021 0.103 0.210
Population < 15 0.186 0.024 0.113 0.241
German Language 0.714 0.353 0.050 0.980

Notes: For a detailed description of the variables see Appendix A. All statistics are computed for 546
observations.
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Appendix C

Indebtedness in Swiss cantons, average values between 1981-2001
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Appendix D

Regression Results on the Impact of Trust on Public Debt Controlling for Democratic Participation Rights, 26 Swiss
Cantons, 1981-2001.

Dependent Variable Debt p.c. Debt p.c. Debtp.c.  Debt p.GDP Debt p.GDP Debt p.GDP
Explanatory Variables OLS RE FE OLS RE FE
Trust -0.059%* -0.003** -0.003* -0.062** -0.001 -0.001
(-2.35) (-2.01) (-1.79) (-2.28) (-1.61) (-1.34)
Democratic Participation -0.650%** -0.080%*** -0.106%** -0.643%** -0.016%** -0.026%**
Rights (-6.09) (-3.89) (-4.89) (-4.70) (-2.65) (-4.12)
GDP -0.086 0.019 -0.863*** -0.543%** -0.277*** -0.495%**
(-0.94) (0.09) (-3.17) (-5.29) -4.51 -6.25
Labor Force -0.010 0.222 0.341 -0.019 -0.016 -0.025
(-0.34) (0.61) (0.94) (-0.59) (-0.15) (-0.24)
Higher Schooling 0.340%** 0.980%** 0.332 0.412%** 0.327%** 0.101
(4.72) (3.41) (1.11) (5.17) (3.85) (1.17)
Unemployment Rate 0.062%* 0.023%** 0.004 0.043 0.009%** 0.002
(2.01) (3.05) (0.51) (1.14) (4.30) (1.01)
Urban 0.217 0.548%** 0.436** 0.367* 0.207%** 0.175%**
(1.21) (4.01) (1.97) (1.68) (5.14) (2.72)
Population 0.476 -0.079 -1.431%** 2.664*** -0.016 -0.193
(0.60) (-1.00) (-3.05) (2.79) (-0.68) (-1.42)
Population > 65 0.279%** 2.408%** 2.197** 0.426%** 0.765%** 0.866%**
(4.09) (2.94) (2.44) (4.99) (3.16) (3.3
Population < 15 0.586%*** 5.513%** 5.654%%* 0.917%** 2.032%%* 2.168%**
(5.90) (6.68) (6.47) (7.38) (8.34) (8.53)
German Language -1.947%%* 0.069 -1.986%** -3.868*** -0.009 -0.851%%*
(-4.16) (0.61) (-4.46) (-6.95) (-0.27) (-6.57)
State (Canton) Effects Yes No Yes Yes No Yes
Year Effects No Yes Yes No Yes Yes
R-Squared 0.826 0.369 0.830 0.776 0.269 0.774
# of Observations 546 546 546 546 546 546

Notes: t-statistics in parentheses. *,** and *** denote significance at the 10%, 5% and 1% level. OLS estimations:
robust standard errors and beta coefficients. RE: random effect, FE: fixed effect.

30



IEM
ETA
PRA

ETA
ETA
CCMP
PRA

PRA
PRA
PRA

PRA

PRA
PRA
PRA

PRA

PRA
CCMP

NRM

SIEV

NRM
NRM
NRM

NRM

NRM
NRM

NRM

NRM
CSRM

NRM

NRM

CCMP

CCMP
CTN

KTHC
KTHC

1.2004
2.2004
3.2004

4.2004
5.2004
6.2004
7.2004

8.2004
9.2004
10.2004

11.2004

12.2004
13.2004
14.2004

15.2004

16.2004
17.2004

18.2004

19.2004

20.2004
21.2004
22.2004

23.2004

24.2004
25.2004

26.2004

27.2004
28.2004

29.2004

30.2004

31.2004

32.2004
33.2004
34.2004
35.2004

NOTE DI LAVORO DELLA FONDAZIONE ENI ENRICO MATTEI
Fondazione Eni Enrico Mattei Working Paper Series

Our Note di Lavoro are available on the Internet at the following addresses:
http://www.feem.it/Feem/Pub/Publications/WPapers/default.html
http://www.ssrn.com/link/feem.html
http://www.repec.org

NOTE DI LAVORO PUBLISHED IN 2004

Anil MARKANDYA, Suzette PEDROSO and Alexander GOLUB: Empirical Analysis of National Income and
So02 Emissions in Selected European Countries

Masahisa FUJITA and Shlomo WEBER: Strategic Immigration Policies and Welfare in Heterogeneous Countries
Adolfo DI CARLUCCIO, Giovanni FERRI, Cecilia FRALE and Ottavio RICCHI: Do Privatizations Boost
Household Shareholding? Evidence from lItaly

Victor GINSBURGH and Shlomo WEBER: Languages Disenfranchisement in the European Union

Romano PIRAS: Growth, Congestion of Public Goods, and Second-Best Optimal Policy

Herman R.J. VOLLEBERGH.: Lessons from the Polder: Is Dutch CO2-Taxation Optimal

Sandro BRUSCO, Giuseppe LOPOMO and S. VISWANATHAN (Ixv): Merger Mechanisms

Wolfgang AUSSENEGG, Pegaret PICHLER and Alex STOMPER (Ixv): IPO Pricing with Bookbuilding, and a
When-Issued Market

Pegaret PICHLER and Alex STOMPER (Ixv): Primary Market Design: Direct Mechanisms and Markets

Florian ENGLMAIER, Pablo GUILLEN, Loreto LLORENTE, Sander ONDERSTAL and Rupert SAUSGRUBER
(Ixv): The Chopstick Auction: A Study of the Exposure Problem in Multi-Unit Auctions

Bjarne BRENDSTRUP and Harry J. PAARSCH (Ixv): Nonparametric ldentification and Estimation of Multi-
Unit, Sequential, Oral, Ascending-Price Auctions With Asymmetric Bidders

Ohad KADAN (Ixv): Equilibrium in the Two Player, k-Double Auction with Affiliated Private Values

Maarten C.W. JANSSEN (Ixv): Auctions as Coordination Devices

Gadi FIBICH, Arieh GAVIOUS and Aner SELA (Ixv): All-Pay Auctions with Weakly Risk-Averse Buyers

Orly SADE, Charles SCHNITZLEIN and Jaime F. ZENDER (Ixv): Competition and Cooperation in Divisible
Good Auctions: An Experimental Examination

Marta STRYSZOWSKA (Ixv): Late and Multiple Bidding in Competing Second Price Internet Auctions

Slim Ben YOUSSEF: R&D in Cleaner Technology and International Trade

Angelo ANTOCI, Simone BORGHESI and Paolo RUSSU (Ixvi): Biodiversity and Economic Growth:
Stabilization Versus Preservation of the Ecological Dynamics

Anna ALBERINI, Paolo ROSATO, Alberto LONGO and Valentina ZANATTA: Information and Willingness to
Pay in a Contingent Valuation Study: The Value of S. Erasmo in the Lagoon of Venice

Guido CANDELA and Roberto CELLINI (Ixvii):_Investment in Tourism Market: A Dynamic Model of
Differentiated Oligopoly

Jacqueline M. HAMILTON (Ixvii): Climate and the Destination Choice of German Tourists

Javier Rey-MAQUIEIRA PALMER, Javier LOZANO IBANEZ and Carlos Mario GOMEZ GOMEZ (Ixvii):
Land, Environmental Externalities and Tourism Development

Pius ODUNGA and Henk FOLMER (Ixvii): Profiling Tourists for Balanced Utilization of Tourism-Based
Resources in Kenya

Jean-Jacques NOWAK, Mondher SAHLI and Pasquale M. SGRO (Ixvii):Tourism, Trade and Domestic Welfare
Riaz SHAREEF (Ixvii): Country Risk Ratings of Small Island Tourism Economies

Juan Luis EUGENIO-MARTIN, Noelia MARTIN MORALES and Riccardo SCARPA (Ixvii): Tourism and
Economic Growth in Latin American Countries: A Panel Data Approach

Raill Herndndez MARTIN (Ixvii): Impact of Tourism Consumption on GDP. The Role of Imports

Nicoletta FERRO: Cross-Country Ethical Dilemmas in Business: A Descriptive Framework

Marian WEBER (Ixvi): Assessing the Effectiveness of Tradable Landuse Rights for Biodiversity Conservation:
an Application to Canada's Boreal Mixedwood Forest

Trond BJORNDAL, Phoebe KOUNDOURI and Sean PASCOE (Ixvi): Output Substitution in Multi-Species
Trawl Fisheries: Implications for Quota Setting

Marzio GALEOTTI, Alessandra GORIA, Paolo MOMBRINI and Evi SPANTIDAKI: Weather Impacts on
Natural, Social and Economic Systems (WISE) Part I: Sectoral Analysis of Climate Impacts in ltaly

Marzio GALEOTTI, Alessandra GORIA ,Paolo MOMBRINI and Evi SPANTIDAKI: \Weather Impacts on
Natural, Social and Economic Systems (WISE) Part Il Individual Perception of Climate Extremes in Italy
Wilson PEREZ: Divide and Conguer: Noisy Communication in Networks, Power, and Wealth Distribution
Gianmarco I.P. OTTAVIANO and Giovanni PERI (Ixviii): The Economic Value of Cultural Diversity: Evidence
from US Cities

Linda CHAIB (Ixviii): Immigration and Local Urban Participatory Democracy: A Boston-Paris Comparison




KTHC

KTHC

KTHC
ETA
PRA

CCMP
KTHC
CTN
CTN

NRM

NRM
NRM
NRM

CCMP
GG
CTN

SIEV

SIEV

NRM

NRM

NRM
CCMP

CCMP

NRM

NRM

CCMP
NRM
NRM

NRM

NRM
ETA
GG

GG
NRM

CTN

IEM

IEM

SIEV

36.2004

37.2004

38.2004
39.2004
40.2004

41.2004
42.2004
43.2004
44.2004

45.2004

46.2004
47.2004
48.2004

49.2004
50.2004
51.2004

52.2004

53.2004

54.2004

55.2004

56.2004
57.2004

58.2004

59.2004

60.2004

61.2004
62.2004
63.2004

64.2004

65.2004
66.2004
67.2004

68.2004
69.2004

70.2004

71.2004

72.2004

73.2004

Franca ECKERT COEN and Claudio ROSSI (Ixviii): Foreigners, Immigrants, Host Cities: The Policies of
Multi-Ethnicity in Rome. Reading Governance in a Local Context

Kristine CRANE (Ixviii):_Governing Migration: Immigrant Groups’ Strategies in Three Italian Cities — Rome,
Naples and Bari

Kiflemariam HAMDE (Ixviii): Mind in Africa, Body in Europe: The Struggle for Maintaining and Transforming
Cultural Identity - A Note from the Experience of Eritrean Immigrants in Stockholm

Alberto CAVALIERE': Price Competition with Information Disparities in a Vertically Differentiated Duopoly
Andrea BIGANO and Stef PROOST: The Opening of the European Electricity Market and Environmental
Policy: Does the Degree of Competition Matter?

Micheal FINUS (Ixix): International Cooperation to Resolve International Pollution Problems

Francesco CRESPI:_Notes on the Determinants of Innovation: A Multi-Perspective Analysis

Sergio CURRARINI and Marco MARINI: Coalition Formation in Games without Synergies

Marc ESCRIHUELA-VILLAR: Cartel Sustainability and Cartel Stability

Sebastian BERVOETS and Nicolas GRAVEL (Ixvi): Appraising Diversity with an Ordinal Notion of Similarity:
An Axiomatic Approach

Signe ANTHON and Bo JELLESMARK THORSEN (Ixvi): Optimal Afforestation Contracts with Asymmetric
Information on Private Environmental Benefits

John MBURU (Ixvi): Wildlife Conservation and Management in Kenya: Towards a Co-management Approach
Ekin BIROL, Agnes GYOVAI and Melinda SMALE (Ixvi): Using a Choice Experiment to Value Agricultural
Biodiversity on Hungarian Small Farms: Agri-Environmental Policies in a Transition al Economy

Gernot KLEPPER and Sonja PETERSON: The EU Emissions Trading Scheme. Allowance Prices, Trade Flows,
Competitiveness Effects

Scott BARRETT and Michael HOEL: Optimal Disease Eradication

Dinko DIMITROV, Peter BORM, Ruud HENDRICKX and Shao CHIN SUNG: Simple Priorities and Core
Stability in Hedonic Games

Francesco RICCI. Channels of Transmission of Environmental Policy to Economic Growth: A Survey of the
Theory

Anna ALBERINI, Maureen CROPPER, Alan KRUPNICK and Nathalie B. SIMON: Willingness to Pay for
Mortality Risk Reductions: Does Latency Matter?

Ingo BRAUER and Rainer MARGGRAF (Ixvi): Valuation of Ecosystem Services Provided by Biodiversity
Conservation: An Integrated Hydrological and Economic Model to Value the Enhanced Nitrogen Retention in
Renaturated Streams

Timo GOESCHL and Tun LIN (Ixvi): Biodiversity Conservation on Private Lands: Information Problems and
Regulatory Choices

Tom DEDEURWAERDERE (Ixvi): Bioprospection: From the Economics of Contracts to Reflexive Governance
Katrin REHDANZ and David MADDISON: The Amenity Value of Climate to German Households

Koen SMEKENS and Bob VAN DER ZWAAN: Environmental Externalities of Geological Carbon Sequestration
Effects on Energy Scenarios

Valentina BOSETTI, Mariaester CASSINELLI and Alessandro LANZA (Ixvii): Using Data Envelopment
Analysis to Evaluate Environmentally Conscious Tourism Management

Timo GOESCHL and Danilo CAMARGO IGLIORI (Ixvi):Property Rights Conservation and Development: An
Analysis of Extractive Reserves in the Brazilian Amazon

Barbara BUCHNER and Carlo CARRARQO: Economic and Environmental Effectiveness of a
Technology-based Climate Protocol

Elissaios PAPYRAKIS and Reyer GERLAGH: Resource-Abundance and Economic Growth in the U.S.

Gyorgyi BELA, Gyorgy PATAKI, Melinda SMALE and Mariann HAJDU (Ixvi): Conserving Crop Genetic
Resources on Smallholder Farms in Hungary: Institutional Analysis

E.CM. RUIJGROK and E.E.M. NILLESEN (Ixvi): The Socio-Economic Value of Natural Riverbanks in the
Netherlands

E.C.M. RUIJGROK (Ixvi): Reducing Acidification: The Benefits of Increased Nature Quality. Investigating the
Possibilities of the Contingent Valuation Method

Giannis VARDAS and Anastasios XEPAPADEAS: Uncertainty Aversion, Robust Control and Asset Holdings
Anastasios XEPAPADEAS and Constadina PASSA: Participation in and Compliance with Public Voluntary
Environmental Programs: An Evolutionary Approach

Michael FINUS: Modesty Pays: Sometimes!

Trond BJORNDAL and Ana BRASAO: The Northern Atlantic Bluefin Tuna Fisheries: Management and Policy
Implications

Alejandro CAPARROS, Abdelhakim HAMMOUDI and Tarik TAZDAIT: On_Coalition Formation with
Heterogeneous Agents

Massimo GIOVANNINI, Margherita GRASSO, Alessandro LANZA and Matteo MANERA: Conditional
Correlations in the Returns on Oil Companies Stock Prices and Their Determinants

Alessandro LANZA, Matteo MANERA and Michael MCALEER: Modelling Dynamic Conditional Correlations
in WTI Qil Forward and Futures Returns

Margarita GENIUS and Elisabetta STRAZZERA: The Copula Approach to Sample Selection Modelling:

An Application to the Recreational Value of Forests




CCMP

ETA

CTN

CTN
CTN
CTN

CTN
CTN

CTN
CTN
CTN
CTN
IEM

KTHC
CCMP

IEM

GG
PRA
KTHC

KTHC
CCMP
CCMP

CCMP

CTN

CTN

GG

SIEV

SIEV
NRM
CCMP

PRA

PRA
PRA
PRA

SIEV

CTN
NRM
SIEV
KTHC
SIEV

IEM
IEM

74.2004

75.2004

76.2004

77.2004
78.2004
79.2004

80.2004
81.2004

82.2004
83.2004
84.2004
85.2004
86.2004

87.2004
88.2004

89.2004

90.2004
91.2004
92.2004

93.2004
94.2004
95.2004

96.2004

97.2004

98.2004

99.2004

100.2004

101.2004
102.2004
103.2004

104.2004

105.2004
106.2004
107.2004

108.2004

109.2004
110.2004
111.2004
112.2004
113.2004

114.2004
115.2004

Rob DELLINK and Ekko van IERLAND: Pollution Abatement in the Netherlands: A Dynamic Applied General
Equilibrium Assessment

Rosella LEVAGGI and Michele MORETTO: Investment in Hospital Care Technology under Different
Purchasing Rules: A Real Option Approach

Salvador BARBERA and Matthew O. JACKSON (Ixx): On the Weights of Nations: Assigning Voting Weights in
a Heterogeneous Union

Alex ARENAS, Antonio CABRALES, Albert DIAZ-GUILERA, Roger GUIMERA and Fernando VEGA-
REDONDO (Ixx): Optimal Information Transmission in Organizations: Search and Congestion

Francis BLOCH and Armando GOMES (Ixx): Contracting with Externalities and Outside Options

Rabah AMIR, Effrosyni DIAMANTOUDI and Licun XUE (Ixx): Merger Performance under Uncertain Efficiency
Gains

Francis BLOCH and Matthew O. JACKSON (Ixx): The Formation of Networks with Transfers among Players
Daniel DIERMEIER, Hiilya ERASLAN and Antonio MERLO (Ixx): Bicameralism and Government Formation
Rod GARRATT, James E. PARCO, Cheng-ZHONG QIN and Amnon RAPOPORT (Ixx): Potential Maximization
and Coalition Government Formation

Kfir ELIAZ, Debraj RAY and Ronny RAZIN (IxX): Group Decision-Making in the Shadow of Disagreement
Sanjeev GOYAL, Marco van der LELJ and José Luis MORAGA-GONZALEZ (Ixx): Economics: An Emerging
Small World?

Edward CARTWRIGHT (Ixx): Learning to Play Approximate Nash Equilibria in Games with Many Players

Finn R. FORSUND and Michael HOEL: Properties of a Non-Competitive Electricity Market Dominated by
Hydroelectric Power

Elissaios PAPYRAKIS and Reyer GERLAGH: Natural Resources, Investment and Long-Term Income

Marzio GALEOTTI and Claudia KEMFERT: Interactions between Climate and Trade Policies: A Survey

A. MARKANDYA, S. PEDROSO and D. STREIMIKIENE: Energy Efficiency in Transition Economies: Is There
Convergence Towards the EU Average?

Rolf GOLOMBEK and Michael HOEL : Climate Agreements and Technology Policy

Sergei IZMALKOV (Ixv): Multi-Unit Open Ascending Price Efficient Auction

Gianmarco I.P. OTTAVIANO and Giovanni PERI. Cities and Cultures

Massimo DEL GATTO:. Adgglomeration, Integration, and Territorial Authority Scale in a System of Trading
Cities. Centralisation versus devolution

Pierre-André JOUVET, Philippe MICHEL and Gilles ROTILLON: Equilibrium with a Market of Permits

Bob van der ZWAAN and Reyer GERLAGH: Climate Uncertainty and the Necessity to Transform Global
Energy Supply

Francesco BOSELLO, Marco LAZZARIN, Roberto ROSON and Richard S.J. TOL: Economy-Wide Estimates of
the Implications of Climate Change: Sea Level Rise

Gustavo BERGANTINOS and Juan J. VIDAL-PUGA: Defining Rules in Cost Spanning Tree Problems Through
the Canonical Form

Siddhartha BANDYOPADHYAY and Mandar OAK: Party Formation and Coalitional Bargaining in a Model of
Proportional Representation

Hans-Peter WEIKARD, Michael FINUS and Juan-Carlos ALTAMIRANO-CABRERA: The Impact of Surplus
Sharing on the Stability of International Climate Agreements

Chiara M. TRAVISI and Peter NIJKAMP: Willingness to Pay for Agricultural Environmental Safety: Evidence
from a Survey of Milan, Italy, Residents

Chiara M. TRAVISI, Raymond J. G. M. FLORAX and Peter NIJKAMP: A Meta-Analysis of the Willingness to
Pay for Reductions in Pesticide Risk Exposure

Valentina BOSETTI and David TOMBERLIN: Real Options Analysis of Fishing Fleet Dynamics: A Test
Alessandra GORIA e Gretel GAMBARELLI: Economic Evaluation of Climate Change Impacts and Adaptability
in Italy

Massimo FLORIO and Mara GRASSENI. The Missing Shock: The Macroeconomic Impact of British
Privatisation

John BENNETT, Saul ESTRIN, James MAW and Giovanni URGA: Privatisation Methods and Economic Growth
in Transition Economies

Kira BORNER: The Political Economy of Privatization: Why Do Governments Want Reforms?

Pehr-Johan NORBACK and Lars PERSSON: Privatization and Restructuring in Concentrated Markets

Angela GRANZOTTO, Fabio PRANOVI, Simone LIBRALATO, Patrizia TORRICELLI and Danilo

MAINARDI. Comparison between Artisanal Fishery and Manila Clam Harvesting in the Venice Lagoon by
Using Ecosystem Indicators: An Ecological Economics Perspective

Somdeb LAHIRI: The Cooperative Theory of Two Sided Matching Problems: A Re-examination of Some
Results

Giuseppe DI VITA: Natural Resources Dynamics: Another Look

Anna ALBERINI, Alistair HUNT and Anil MARKANDYA: Willingness to Pay to Reduce Mortality Risks:
Evidence from a Three-Country Contingent Valuation Study

Valeria PAPPONETTI and Dino PINELLI: Scientific Advice to Public Policy-Making

Paulo A.L.D. NUNES and Laura ONOFRI. The Economics of Warm Glow: A Note on Consumer’s Behavior
and Public Policy Implications

Patrick CAYRADE: Investments in Gas Pipelines and Liquefied Natural Gas Infrastructure What is the Impact
on the Security of Supply?

Valeria COSTANTINI and Francesco GRACCEVA: Qil Security. Short- and Long-Term Policies




IEM
IEM
IEM

IEM
IEM

KTHC

NRM

NRM

ETA

NRM

PRA

CCMP

CCMP

NRM
PRA

SIEV

SIEV

IEM
ETA
SIEV

CCMP

ETA

CCMP
CCMP

NRM
PRA

PRA
PRA
PRA

PRA

PRA

PRA
PRA
PRA

PRA

CCMP

CCMP

PRA

ETA

CTN
CCMP

116.2004
117.2004
118.2004

119.2004
120.2004

121.2004

122.2004

123.2004

124.2004

125.2004

126.2004

127.2004

128.2004

129.2004
130.2004

131.2004

132.2004

133.2004
134.2004
135.2004

136.2004

137.2004

138.2004
139.2004

140.2004
141.2004

142.2004
143.2004
144.2004

145.2004

146.2004

147.2004
148.2004
149.2004

150.2004

151.2004

152.2004

153.2004

154.2004

155.2004
156.2004

Valeria COSTANTINI and Francesco GRACCEVA: Social Costs of Energy Disruptions

Christian EGENHOFER, Kyriakos GIALOGLOU, Giacomo LUCIANI, Maroeska BOOTS, Martin SCHEEPERS,
Valeria COSTANTINI, Francesco GRACCEVA, Anil MARKANDYA and Giorgio VICINI. Market-Based Options
for Security of Energy Supply

David FISK: Transport Energy Security. The Unseen Risk?

Giacomo LUCIANI. Security of Supply for Natural Gas Markets. What is it and What is it not?

L.J. de VRIES and R.A. HAKVOORT: The Question of Generation Adequacy in Liberalised Electricity Markets
Alberto PETRUCCI:. Asset Accumulation, Fertility Choice and Nondegenerate Dynamics in a Small Open
Economy

Carlo GIUPPONI, Jaroslaw MYSIAK and Anita FASSIO: An Integrated Assessment Framework for Water
Resources Management: A DSS Tool and a Pilot Study Application

Margaretha BREIL, Anita FASSIO, Carlo GIUPPONI and Paolo ROSATO: Evaluation of Urban Improvement
on the Islands of the Venice Lagoon: A Spatially-Distributed Hedonic-Hierarchical Approach

Paul MENSINK: |Instant Efficient Pollution Abatement Under Non-Linear Taxation and Asymmetric
Information: The Differential Tax Revisited

Mauro FABIANO, Gabriella CAMARSA, Rosanna DURSI, Roberta IVALDI, Valentina MARIN and Francesca
PALMISANT: Integrated Environmental Study for Beach Management:A Methodological Approach

Irena GROSFELD and Iraj HASHI: The Emergence of Large Shareholders in Mass Privatized Firms: Evidence
from Poland and the Czech Republic

Maria BERRITTELLA, Andrea BIGANO, Roberto ROSON and Richard S.J. TOL: A General Equilibrium
Analysis of Climate Change Impacts on Tourism

Reyer GERLAGH: A Climate-Change Policy Induced Shift from Innovations in Energy Production to Energy
Savings

Elissaios PAPYRAKIS and Reyer GERLAGH: Natural Resources, Innovation, and Growth

Bernardo BORTOLOTTI and Mara FACCIO: Reluctant Privatization

Riccardo SCARPA and Mara THIENE: Destination Choice Models for Rock Climbing in the Northeast Alps: A
Latent-Class Approach Based on Intensity of Participation

Riccardo SCARPA Kenneth G. WILLIS and Melinda ACUTT: Comparing Individual-Specific Benefit Estimates
for Public Goods: Finite Versus Continuous Mixing in Logit Models

Santiago J. RUBIO: On Capturing Oil Rents with a National Excise Tax Revisited

Ascensiéon ANDINA DIAZ: Political Competition when Media Create Candidates’ Charisma

Anna ALBERINT. Robustness of VSL Values from Contingent Valuation Surveys

Gernot KLEPPER and Sonja PETERSON: Marginal Abatement Cost Curves in General Equilibrium: The
Influence of World Energy Prices

Herbert DAWID, Christophe DEISSENBERG and Pavel SEVCIK: Cheap Talk, Gullibility, and Welfare in an
Environmental Taxation Game

ZhongXiang ZHANG: The World Bank’s Prototype Carbon Fund and China

Reyer GERLAGH and Marjan W. HOFKES: Time Profile of Climate Change Stabilization Policy

Chiara D’ALPAOS and Michele MORETTO: The Value of Flexibility in the Italian Water Service Sector: A
Real Option Analysis

Patrick BAJARI, Stephanie HOUGHTON and Steven TADELIS (Ixxi):_Bidding for Incompete Contracts

Susan ATHEY, Jonathan LEVIN and Enrigue SEIRA (Ixxi):_Comparing Open and Sealed Bid Auctions: Theory
and Evidence from Timber Auctions

David GOLDREICH (Ixxi): Behavioral Biases of Dealers in U.S. Treasury Auctions

Roberto BURGUET (Ixxi):_Optimal Procurement Auction for a Buyer with Downward Sloping Demand: More
Simple Economics

Ali HORTACSU and Samita SAREEN (Ixxi): Order Flow and the Formation of Dealer Bids: An Analysis of
Information and Strategic Behavior in the Government of Canada Securities Auctions

Victor GINSBURGH, Patrick LEGROS and Nicolas SAHUGUET (Ixxi):_How to Win Twice at an Auction. On
the Incidence of Commissions in Auction Markets

Claudio MEZZETTI, Aleksandar PEKEC and Ilia TSETLIN (Ixxi): Sequential vs. Single-Round Uniform-Price
Auctions

John ASKER and Estelle CANTILLON (Ixxi): Equilibrium of Scoring Auctions

Philip A. HAILE, Han HONG and Matthew SHUM (Ixxi): Nonparametric Tests for Common Values in First-
Price Sealed-Bid Auctions

Frangois DEGEORGE, Frangois DERRIEN and Kent L. WOMACK (Ixxi): Quid Pro Quo in IPOs: Why
Bookbuilding is Dominating Auctions

Barbara BUCHNER and Silvia DALL OLIO: Russia: The Long Road to Ratification. Internal Institution and
Pressure Groups in the Kyoto Protocol’s Adoption Process

Carlo CARRARO and Marzio GALEOTTI: Does Endogenous Technical Change Make a Difference in Climate
Policy Analysis? A Robustness Exercise with the FEEM-RICE Model

Alejandro M. MANELLI and Daniel R. VINCENT (Ixxi): Multidimensional Mechanism Design: Revenue
Maximization and the Multiple-Good Monopoly

Nicola ACOCELLA, Giovanni Di BARTOLOMEO and Wilfried PAUWELS: |s there any Scope for Corporatism
in Stabilization Policies?

Johan EYCKMANS and Michael FINUS: An Almost Ideal Sharing Scheme for Coalition Games with
Externalities

Cesare DOSI and Michele MORETTO: Environmental Innovation, War of Attrition and Investment Grants




CCMP
ETA
ETA
KTHC
IEM

CCMP
CCMP

CCMP

CCMP
ETA
CCMP

IEM

ETA

CCMP
CTN
NRM

KTHC
KTHC

PRCG

CSRM

KTHC

KTHC
KTHC
KTHC
PRCG

CCMP

IEM

CTN
IEM
CTN

SIEV

NRM

CCMP
NRM

CCMP
NRM
NRM
CCMP
CTN
CTN
CTN

157.2004
158.2004
159.2004
160.2004
161.2004

1.2005
2.2005

3.2005

4.2005
5.2005
6.2005

7.2005

8.2005

9.2005
10.2005
11.2005

12.2005
13.2005

14.2005

15.2005

16.2005

17.2005
18.2005
19.2005
20.2005

21.2005

22.2005

23.2005
24.2005
25.2005

26.2005

27.2005

28.2005
29.2005

30.2005
31.2005
32.2005
33.2005
34.2005
35.2005
36.2005

Valentina BOSETTI, Marzio GALEOTTI and Alessandro LANZA: How Consistent are Alternative Short-Term
Climate Policies with Long-Term Goals?

Y. Hossein FARZIN and Ken-Ichi AKAO: Non-pecuniary Value of Employment and Individual Labor Supply
William BROCK and Anastasios XEPAPADEAS: Spatial Analysis: Development of Descriptive and Normative
Methods with Applications to Economic-Ecological Modelling

Alberto PETRUCCI: On the Incidence of a Tax on PureRent with Infinite Horizons

Xavier LABANDEIRA, José M. LABEAGA and Miguel RODRIGUEZ: Microsimulating the Effects of Household
Energy Price Changes in Spain

NOTE DI LAVORO PUBLISHED IN 2005

Stéphane HALLEGATTE: Accounting for Extreme Events in the Economic Assessment of Climate Change
Qiang WU and Paulo Augusto NUNES: Application of Technological Control Measures on Vehicle Pollution: A
Cost-Benefit Analysis in China

Andrea BIGANO, Jacqueline M. HAMILTON, Maren LAU, Richard S.J. TOL and Yuan ZHOU: A Global
Database of Domestic and International Tourist Numbers at National and Subnational Level

Andrea BIGANO, Jacqueline M. HAMILTON and Richard S.J. TOL: The Impact of Climate on Holiday
Destination Choice

Hubert KEMPF': |s Inequality Harmful for the Environment in a Growing Economy?

Valentina BOSETTI, Carlo CARRARO and Marzio GALEOTTI. The Dynamics of Carbon and Energy Intensity
in a Model of Endogenous Technical Change

David CALEF and Robert GOBLE: The Allure of Technology: How France and California Promoted Electric
Vehicles to Reduce Urban Air Pollution

Lorenzo PELLEGRINI and Reyer GERLAGH: An Empirical Contribution to the Debate on Corruption
Democracy and Environmental Policy

Angelo ANTOCT. Environmental Resources Depletion and Interplay Between Negative and Positive Externalities
in a Growth Model

Frédéric DEROIAN: Cost-Reducing Alliances and Local Spillovers

Francesco SINDICO: The GMO Dispute before the WTO: Legal Implications for the Trade and Environment
Debate

Carla MASSIDDA: Estimating the New Keynesian Phillips Curve for Italian Manufacturing Sectors

Michele MORETTO and Gianpaolo ROSSINI: Start-up Entry Strategies: Employer vs. Nonemployer firms

Clara GRAZIANO and Annalisa LUPORINI. Ownership Concentration, Monitoring and Optimal Board
Structure

Parashar KULKARNI. Use of Ecolabels in Promoting Exports from Developing Countries to Developed
Countries: Lessons from the Indian LeatherFootwear Industry

Adriana DI LIBERTO, Roberto MURA and Francesco PIGLIARU: How to Measure the Unobservable: A Panel
Technique for the Analysis of TFP Convergence

Alireza NAGHAVI. Asymmetric Labor Markets, Southern Wages, and the Location of Firms

Alireza NAGHAVT. Strategic Intellectual Property Rights Policy and North-South Technology Transfer
Mombert HOPPE: Technology Transfer Through Trade

Roberto ROSON: Platform Competition with Endogenous Multihoming

Barbara BUCHNER and Carlo CARRARQO: Regional and Sub-Global Climate Blocs. A Game Theoretic
Perspective on Bottom-up Climate Regimes

Fausto CAVALLARO: An Integrated Multi-Criteria System to Assess Sustainable Energy Options: An
Application of the Promethee Method

Michael FINUS, Pierre v. MOUCHE and Bianca RUNDSHAGEN: Uniqueness of Coalitional Equilibria

Wietze LISE: Decomposition of CO2 Emissions over 1980-2003 in Turkey

Somdeb LAHIRI: The Core of Directed Network Problems with Quotas

Susanne MENZEL and Riccardo SCARPA: Protection Motivation Theory and Contingent Valuation: Perceived
Realism, Threat and WTP Estimates for Biodiversity Protection

Massimiliano MAZZANTI and Anna MONTINI. The Determinants of Residential Water Demand Empirical
Evidence for a Panel of Italian Municipalities

Laurent GILOTTE and Michel de LARA: Precautionary Effect and Variations of the Value of Information

Paul SARFO-MENSAH: Exportation of Timber in Ghana: The Menace of lllegal Logging Operations

Andrea BIGANO, Alessandra GORIA, Jacqueline HAMILTON and Richard S.J. TOL: The Effect of Climate
Change and Extreme Weather Events on Tourism

Maria Angeles GARCIA-VALINAS: Decentralization and Environment: An Application to Water Policies

Chiara D’ALPAOS, Cesare DOSI and Michele MORETTO: Concession Length and Investment Timing
Flexibility

Joseph HUBER: Key Environmental Innovations

Antoni CALVO-ARMENGOL and Rahmi ILKILIC (Ixxii): Pairwise-Stability and Nash Equilibria in Network
Formation

Francesco FERI (Ixxii): Network Formation with Endogenous Decay

Frank H. PAGE, Jr. and Myrna H. WOODERS (Ixxii): Strategic Basins of Attraction, the Farsighted Core, and
Network Formation Games




CTN

CTN

CTN

CTN
CTN

NRM

PRCG

SIEV

CTN

CCMP
IEM
CTN

CTN

CTN
KTHC
CCMP

SIEV

ETA

CCMP
ETA
ETA

NRM

SIEV
CCMP
PRCG

37.2005

38.2005

39.2005

40.2005
41.2005

42.2005

43.2005

44.2005

45.2005

46.2005
47.2005
48.2005

49.2005

50.2005
51.2005
52.2005

53.2005

54.2005

55.2005
56.2005
57.2005

58.2005

59.2005
60.2005
61.2005

Alessandra CASELLA and Nobuyuki HANAKI (Ixxii): Information Channels in Labor Markets. On the
Resilience of Referral Hiring

Matthew O. JACKSON and Alison WATTS (Ixxii): Social Games: Matching and the Play of Finitely Repeated
Games

Anna BOGOMOLNAIA, Michel LE BRETON, Alexei SAVVATEEV and Shiomo WEBER (Ixxii): The Egalitarian
Sharing Rule in Provision of Public Projects

Francesco FERI: Stochastic Stability in Network with Decay

Aart de ZEEUW (Ixxii): Dynamic Effects on the Stability of International Environmental Agreements

C. Martijn van der HEIDE, Jeroen C.J.M. van den BERGH, Ekko C. van IERLAND and Paulo A.L.D. NUNES:
Measuring the Economic Value of Two Habitat Defragmentation Policy Scenarios for the Veluwe, The
Netherlands

Carla VIEIRA and Ana Paula SERRA: Abnormal Returns in Privatization Public Offerings: The Case of
Portuguese Firms

Anna ALBERINI, Valentina ZANATTA and Paolo ROSATO: Combining Actual and Contingent Behavior to
Estimate the Value of Sports Fishing in the Lagoon of Venice

Michael FINUS and Bianca RUNDSHAGEN: Participation in International Environmental Agreements: The
Role of Timing and Regulation

Lorenzo PELLEGRINI and Reyer GERLAGH: Are EU Environmental Policies Too Demanding for New
Members States?

Matteo MANERA: Modeling Factor Demands with SEM and VAR: An Empirical Comparison

Olivier TERCIEUX and Vincent VANNETELBOSCH (Ixx): A Characterization of Stochastically Stable
Networks

Ana MAULEON, José SEMPERE-MONERRIS and Vincent J. VANNETELBOSCH (Ixxii): R&D Networks
Among Unionized Firms

Carlo CARRARO, Johan EYCKMANS and Michael FINUS: Optimal Transfers and Participation Decisions in
International Environmental Agreements

Valeria GATTAI: From the Theory of the Firm to FDI and Internalisation:A Survey

Alireza NAGHAVI: Multilateral Environmental Agreements and Trade Obligations: A Theoretical Analysis of
the Doha Proposal

Margaretha BREIL, Gretel GAMBARELLI and Paulo A.L.D. NUNES: Economic Valuation of On Site Material
Damages of High Water on Economic Activities based in the City of Venice: Results from a Dose-Response-
Expert-Based Valuation Approach

Alessandra del BOCA, Marzio GALEOTTI, Charles P. HIMMELBERG and Paola ROTA: Investment and Time
to Plan: A Comparison of Structures vs. Equipment in a Panel of Italian Firms

Gernot KLEPPER and Sonja PETERSON: Emissions Trading, CDM, JI, and More — The Climate Strategy of the
EU

Maia DAVID and Bernard SINCLAIR-DESGAGNE: Environmental Regulation and the Eco-Industry
Alain-Désiré NIMUBONA and Bernard SINCLAIR-DESGAGNE: The Pigouvian Tax Rule in the Presence of an
Eco-Industry

Helmut KARL, Antje MOLLER, Ximena MATUS, Edgar GRANDE and Robert KAISER: Environmental
Innovations: Institutional Impacts on Co-operations for Sustainable Development

Dimitra VOUVAKI and Anastasios XEPAPADEAS (Ixxiii): Criteria for Assessing Sustainable

Development: Theoretical Issues and Empirical Evidence for the Case of Greece

Andreas LOSCHEL and Dirk T.G. RUBBELKE: Impure Public Goods and Technological Interdependencies
Christoph A. SCHALTEGGER and Benno TORGLER: Trust and Fiscal Performance: A Panel Analysis with
Swiss Data




(Ixv) This paper was presented at the EuroConference on “Auctions and Market Design: Theory,
Evidence and Applications” organised by Fondazione Eni Enrico Mattei and sponsored by the EU,
Milan, September 25-27, 2003

(Ixvi) This paper has been presented at the 4" BioEcon Workshop on “Economic Analysis of
Policies for Biodiversity Conservation” organised on behalf of the BIOECON Network by
Fondazione Eni Enrico Mattei, Venice International University (VIU) and University College
London (UCL) , Venice, August 28-29, 2003

(Ixvii) This paper has been presented at the international conference on “Tourism and Sustainable
Economic Development — Macro and Micro Economic Issues” jointly organised by CRENoS
(Universita di Cagliari e Sassari, Italy) and Fondazione Eni Enrico Mattei, and supported by the
World Bank, Sardinia, September 19-20, 2003

(Ixviii) This paper was presented at the ENGIME Workshop on “Governance and Policies in
Multicultural Cities”, Rome, June 5-6, 2003

(Ixix) This paper was presented at the Fourth EEP Plenary Workshop and EEP Conference “The
Future of Climate Policy”, Cagliari, Italy, 27-28 March 2003

(Ixx) This paper was presented at the 9" Coalition Theory Workshop on "Collective Decisions and
Institutional Design" organised by the Universitat Autonoma de Barcelona and held in Barcelona,
Spain, January 30-31, 2004

(Ixxi) This paper was presented at the EuroConference on “Auctions and Market Design: Theory,
Evidence and Applications”, organised by Fondazione Eni Enrico Mattei and Consip and sponsored

by the EU, Rome, September 23-25, 2004

(Ixxii) This paper was presented at the 10" Coalition Theory Network Workshop held in Paris, France
on 28-29 January 2005 and organised by EUREQua.

(Ixxiii) This paper was presented at the 2nd Workshop on "Inclusive Wealth and Accounting Prices"
held in Trieste, Italy on 13-15 April 2005 and organised by the Ecological and Environmental
Economics - EEE Programme, a joint three-year programme of ICTP - The Abdus Salam International
Centre for Theoretical Physics, FEEM - Fondazione Eni Enrico Mattei, and The Beijer International
Institute of Ecological Economics.



2004 SERIES

CCMP Climate Change Modelling and Policy (Editor: Marzio Galeotti )
GG Global Governance (Editor: Carlo Carraro)
SIEV Sustainability Indicators and Environmental Valuation (Editor: Anna Alberini)
NRM Natural Resources Management (Editor: Carlo Giupponi)
KTHC Knowledge, Technology, Human Capital (Editor: Gianmarco Ottaviano)
IEM International Energy Markets (Editor: Anil Markandya)
CSRM Corporate Social Responsibility and Sustainable Management (Editor: Sabina Ratti)
PRA Privatisation, Regulation, Antitrust (Editor: Bernardo Bortolotti)
ETA Economic Theory and Applications (Editor: Carlo Carraro)
CTN Coalition Theory Network
2005 SERIES
CCMP Climate Change Modelling and Policy (Editor: Marzio Galeotti )
SIEV Sustainability Indicators and Environmental Valuation (Editor: Anna Alberini)
NRM Natural Resources Management (Editor: Carlo Giupponi)
KTHC Knowledge, Technology, Human Capital (Editor: Gianmarco Ottaviano)
IEM International Energy Markets (Editor: Anil Markandya)
CSRM Corporate Social Responsibility and Sustainable Management (Editor: Sabina Ratti)
PRCG Privatisation Regulation Corporate Governance (Editor: Bernardo Bortolotti)
ETA Economic Theory and Applications (Editor: Carlo Carraro)
CTN Coalition Theory Network






