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1   Research highlights

1.1 Scientific Highlights

1.1.1 Spillovers and the microeconomics of industrial districts

Forni (Modena/CEPR) and Paba (Modena) investigated the nature and directions of inter-industry dynamic linkages across Italian manufacturing sectors. They found that diversity matters for growth, but each industry needs its own diversity. They provided some evidence of clustering of industries based on dynamic externalities. They found that many spillovers occur within input-output relationships. Spillovers often originate in downstream sectors favouring the growth of upstream industries and their importance does not depend on the technological intensity of the industry.

Bertocchi (Modena/CEPR), Forni and Paba furtherly are exploring the role of technological spillovers and the geographic scope of localization within the Italian manufacturing industry. From a preliminary investigation, they obtained two main results. First, they found evidence of both MAR (specialization) and Jacobs (diversity) externalities, particularly whenever geographic agglomerations are characterized by a large incidence of firms of small size. This suggests a potential propulsive role of small firms - when they operate under specific conditions - which does not merely rely on their ability to create more jobs internally. Their second result is that the simultaneous presence of both MAR and Jacobs externalities occurs independently of the technological intensity of sectors, as long as they are characterized by a small average firm size. 

Murat (Modena) has worked on industrial districts and migration. Her research has so far focused on the causes underlying the low levels of migration rates in Italy and other European countries, where regional unemployment is high. The recent literature focuses on factors affecting labour supply: i.e. workers’ decisions to migrate and reservation wages. The research  emphasises the role of labour demand. It is argued that the shift from standardized methods of production to flexible production systems, which occurred in the last two decades, has increased the demand for skilled workers. In addition, as it happens in Italian industrial districts, part of the human capital required is region specific. It belongs to native workers, but can only be acquired at a positive cost by migrants. Empirical evidence is provided; a theoretical model showing that this change in labour demand can explain the reduction of internal migration flows has been developed.      

Pistoresi (Modena) and Giannone (Young Researcher, ECARES) are planning joint research on the dynamic analysis of spillovers using sectoral industrial data for Europe. They are developing the econometric framework introduced by Forni (Modena), Hallin (ECARES), Lippi (ECARES and CEPR/Rome) and Reichlin (ECARES) for this purpose. 

In “Space, Factors and Spillovers”, Lamorgese and Ottaviano (Sassari/CEPR) tested the theoretical result that technology spillovers are geographically more bounded than demand externalities by using a two step procedure. They firstly had to recover the common and the idiosyncratic components of total personal income of U.S Cities using a dynamic factor model approach and then used spatial dependence and the pattern and timing of diffusion. The dynamic factor model approached used has been developed by the Modena (Forni) and ECARES team (Hallin, Lippi,Reichlin). 

The analysis of spillovers require the development of spatial econometric methods. The network is benefiting from the expertise of Croux (ECARES) who is doing frontier research on the topic. In particular, Croux and Dehon (ECARES) have developed estimators of multiple correlation coefficients which are locally robust. This research is going to appear in Statistical Papers. Croux has also worked with co-authors outside the network on related topics (see publications below).  Moreover, Rodrigues (Sassari) has worked under the supervision of Reichlin (ECARES) and now is collaborating with Guiso (Sassari).

In “Classifying inter-dependent time series in the frequency domain”, Jorge Rodrigues (Sassari, Young Researcher) proposed a methodology for classifying a panel of time series into an unspecified number of clusters, whose structure evolves over time. He defined the similarity measure in terms of a frequency domain-based correlogram (the coherence spectrum). A simulation exercise shows that the method performs well relatively to conventional clustering techniques. Moreover Croux and Wasmer (both ECARES) applied new methods in the analysis of spatial data and showed that the use of these methods can uncover features generally ignored by standard analysis. In particular they analysed the segregation of the labour force and the spatial propagation of employment shocks. The analysis was applied to data from 260 communes of Wallonia. 

Wasmer (ECARES) and Zenou (Southampton/CEPR) developed a model in which workers' search efficiency is negatively affected by access to jobs. They proved that there exists a unique and stable market equilibrium in which both land and labour markets are solved simultaneously. They found that, despite inefficient search in the segregated city equilibrium, the welfare difference between the two equilibria is not so large due to differences in commuting costs.
Perelman, Rodrigues (Young Researcher, Sassari) and Wasmer used a methodology to identify dimensions which can be interpreted as segments of a dualistic labour market. This method, applied to two samples, Belgian and US workers respectively, showed that the first segment is composed of adult, male, qualified workers while the second segment by female, young people and non-qualified workers. 
Petrongolo (LSE/CEPR) and Wasmer investigated the existence of regional spillovers in the matching process between jobs and unemployed workers, and how these spillovers modify the estimates of the structural parameters in the matching function. 
1.1.2 Understanding the propagation of macroeconomic shocks

On this topic, the network is working on different topics. 

(a) Econometric methodology (which mainly involves the Modena and the ECARES teams plus two researchers from Sassari (Lamorgese and Rodriguez).

Forni (Modena) contributed to this research area in collaboration with Reichlin (ECARES-ULB), Hallin (ECARES-ULB), Croux (ECARES-ULB) and Lippi (CEPR/Rome).  The group continued to investigate econometric techniques for large panels of time series, which are potentially useful to study the propagation of macroeconomic shocks and spillovers  (see Section 4.2 of the project). In particular, Croux, Forni and Reichlin (2001) propose an indicator of co-movement between couples of time series and a related indicator of cohesion among and between groups of time series. Moreover, the work on dynamic factor models has been developed in several directions (representation theory, consistency rates, forecasting) by Forni and Lippi (2001) and Forni, Hallin, Lippi and Reichlin  (2000, 2001a, 2001b). Empirical applications are provided in Forni and Reichlin (2001) and Forni, Hallin, Lippi and Reichlin (2001c). 

Giannone (Young Researcher, ECARES) has investigated the problem of testing for linear restrictions in this framework. This method is used in applications described below. “Testing for linear restrictions with a large panel of time series “. In this paper, he proposed a procedure to test for over-identifying restrictions in large-scale dynamic factor models. The properties of the test for large cross-sections and time dimensions were analysed and a simulation study was performed to examine the finite sample properties

(b) Interplay between public policy and economic geography

· Philippe Martin (CERAS) is currently writing a book on this topic.
· Pistoresi and Strozzi (Modena) concentrated their research on the empirical analysis of the actual functioning of the different wage bargaining systems in Europe. In particular, they studied how centralised and decentralised wage bargaining agreements face national and sector-specific shocks to labour productivity at the different frequencies of the cycle.

(c) Geography and growth

· Martin published two articles written in collaboration with Ottaviano (CEPR). The first article "Growth and agglomeration" will be published in the International Economic Review. This paper presents a model in which growth and geographic agglomeration of economic activities are mutually self-reinforcing processes.  Economic agglomeration in one region spurs growth because it reduces the cost of innovation in that region through a pecuniary externality. Growth fosters agglomeration because, as the sector at the origin of innovation expands, new firms tend to locate closer to this sector.  The second paper, "Global Economic Divergence, Trade and Industrialisation: The Geography of Growth Takeoffs", is published in another leading journal, the Journal of Economic Growth. In this article the authors take a step towards formalising the theoretical interconnections among four post-industrial revolution phenomena- the industrialisation and growth take-off of rich northern nations, massive global income divergence, and rapid trade expansion.
(d) Informational spillovers.

· Schivardi (Sassari) showed how cyclical aggregate shocks can stimulate structural reallocation activities, which in turn amplify the effect of the shock. He analysed the informational aspects of restructuring activities and their interplay with aggregate shocks. He developed a model in which production units are uncertain about the value of staying in the market and learn about it over time in a Bayesian fashion. 

· Guiso and Schivardi (Sassari) tested the theoretical proposition that information on relevant state variables spills over from one firm’s decision to another. They tested three independent implications of information spillovers (IS) models and the results were remarkably consistent with the theoretical predictions.

· Guiso, Schivardi and Pistaferri (Stanford/CEPR), used a long panel of matched employer-employee data to test the theoretical predictions of principal-agent models of wage determination in a general context where all types of workers, and not only CEOS, are present. They showed that the amount of insurance varies by type of worker and firm in ways that are consistent with principal-agent models but are hard to reconcile with competitive labour market models, with or without frictions.

· Lamorgese (Sassari) showed why the empirical results in urban economics cannot perfectly explain the growth performance for the bulk of the U.S cities. 

(e) Risk sharing, specialization and diversification

· The UPF team (Ciccone and Canova) looked at the benefits of specialisation economies in Europe and compared it to the estimates available for the USA. In cases where they did not find estimates for the USA that were comparable to European estimates, they also estimated specialisation economies in the USA directly. With regard to its work on Europe, they followed two strategies: firstly, by generating estimates for specialization economies across as many European countries as possible as long as there was comparable data of sufficient quality; and secondly, developing very detailed data, and a matching high-quality empirical approach, for special cases where this was possible. 

· Yosha (Tel Aviv) with Sebnem Kalemli-Ozcan and Bent Sorensen (CEPR) provided empirical evidence that risk sharing enhances specialisation in production and calculated an index of regional specialization for European Community (EC) and non-EC OECD countries, US states, Canadian provinces, Japanese prefectures, and regions of Italy, Spain, and the United Kingdom. 

· Yosha (with Sebnem Kalemli-Ozcan and Bent Sorensen) showed empirically that regions with a more specialised production structure exhibit output fluctuations that are less correlated with those of other regions (less “symmetric” fluctuations). 

· The issue of risk sharing has been analysed looking at metropolitan areas as relevant units by Lamorgese (Sassari). He has formalised one mechanism through which the operation of labour pooling economies dampens volatility in the local labour market, improves the incentives of producers to perform R\&D and smoothes the life cycle fluctuations of a city.  In addition, he has investigated how much of risk-sharing operates among cities within and across states in the U.S. 
· Giannone (ECARES, Young Researcher) analysed features of the propagation mechanism of technology and aggregate demand shocks across European countries.
· Giannone (ECARES), Reichlin (ECARES) and Sala (Young Researcher, ECARES) are studying the dynamic of “common” European policy shocks across the single European economies. They are using a large cross section of time series from the largest Euro economies. The econometric model is a development of Forni, Hallin, Lippi and Reichlin (2000) which allows for the structural identification of shocks and impulse response functions. This research is still in progress.

· Research at the CEPR node has focused on the propagation and dynamics of macroeconomic shocks across regions. More specifically, Fatás and Mihov studied the role that fiscal policy can play in an integrated economic area such as the European Union. Their study made use of both international and intra-national (regional) data from Europe and the US to uncover the stabilising effects of fiscal policy. The results showed that there is a strong stabilising effect of fiscal policy on regional output. This effect is much larger in magnitude than what previous studies have shown. A second issue addressed in their research is how labour mobility and regional migration affects the volatility and co-movements of regional business cycles.  Fatás provided a comprehensive study of the dynamics of labour mobility among European regions and US states.

· Forni (Modena) and Reichlin (ECARES) have studied the evolution of the integration of European economies from the real side and the financial side. They found that while financial markets have become progressively more integrated, real economies have not. They analysed these findings evaluating risk-sharing versus specialisation factors. Their work is very much related to that of Sorensen (CEPR) and Yosha (Tel Aviv) and Lamorgese (Sassari). This research is still in progress.

· In addition, Yosha and Sorensen sought to provide empirical evidence that more international portfolio holdings and more foreign direct investment are associated with greater international risk sharing. 
Lucrezia Reichlin (ECARES/CEPR) organised the first conference held in Brussels on 20/21 October 2000, at which representatives from all teams and some young researchers were present. A full list of participants can be found in Annex I.

Philippe Martin (CERAS/CEPR) co-organized with Antonio Ciccone (UPF/CEPR) the first conference related to the RTN : the general topic was “Macro and micro aspects of economic geography”. This conference will take place in Barcelona on 23/24 November 2001. The programme can be found in Annex II.

1.2 Joint Publications 

Graziella Bertocchi (Modena) and F. Canova (UPF), "Did Colonization Matter for Growth? An Empirical Exploration into the Historical Causes of Africa's Underdevelopment",  2001, forthcoming in the European Economic Review.

Graziella Bertocchi (Modena) and M. Spagat (CEPR), "The Politics of Co-optation", 2001, forthcoming in the Journal of Comparative Economics.

Graziella Bertocchi (Modena) and M. Spagat (CEPR), "The Evolution of Modern Educational Systems. Technical vs. General Education, Distributional Conflict, and Growth, revised and resubmitted to the Journal of Development Economics, 2001.

Christophe Croux (ECARES), Mario Forni (Modena), and Lucrezia Reichlin (ECARES), (2001), ”A Measure of Comovement for Economic Variables: Theory and Empirics”, The Review of Economics and Statistics, 83, 232-241.


Mario Forni (Modena) Marco Lippi (Roma/CEPR) and Marc Hallin (ECARES), “Coincident and leading indicators for the Euro area”, The Economic Journal, May 2001.

Mario Forni (Modena) and Lucrezia Reichlin.(ECARES), 2001, “Federal Policies and Local Economies: Europe and the US”,  European Economic Review 45, pp.109-34. 


Mario Forni (Modena) and Marco Lippi (Roma/CEPR), 2001, “The Generalized Dynamic Factor Model: Representation Theory”, Econometric Theory 17, pp.1113-41. 


Mario Forni (Modena), Marc Hallin (ECARES), Marco Lippi (Roma/CEPR), and Lucrezia Reichlin (ECARES), 2001a, “The Generalized Dynamic Factor Model: “One-Sided Estimation and Forecasting”, mimeo. 


Mario Forni (Modena), Marc Hallin (ECARES), Marco Lippi (Roma/CEPR), and Lucrezia Reichlin (ECARES), 2001b, “The Generalized Dynamic Factor Model: Consistency and Rates”, Journal of Econometrics, forthcoming. 


Mario Forni (Modena), Marc Hallin (ECARES), Marco Lippi (Roma/CEPR), and Lucrezia Reichlin (ECARES), 2001c, “Reference cycles : the NBER Methodology Revisited”,   Economic Journal 101, pp.62-75. 


Mario Forni (Modena), Marc Hallin (ECARES), Marco Lippi (Roma/CEPR), and Lucrezia Reichlin (ECARES), 2000, “The Generalized Dynamic Factor Model: Identification and Estimation”,  The Review of Economics and Statistics 82, pp.540-54.

Mario Forni (Modena) and Lucrezia Reichlin (ECARES), “Financial integration and real diversification’’, in progress.

Luigi Guiso (Sassari), Paola Sapienza (Northwestern/CEPR), Luigi Zingales (Chicago/CEPR), 2001, “The Real Effects of Local Financial Development”.

Sergio Perelman (Liege​), Jorge Rodrigues  (Sassari, Young Researcher) and Etienne Wasmer (ECARES), « Dimensions du Dualisme sur le Marché du Travail », mimeo, ECARES-ULB, forthcoming, 14ème Congrès des Economistes Belges de Langue Françaises, CIFOP, ed., Revue du Conseil Economique et Social de la Région Wallonne, 66, March 2001.

Barbara Petrongolo (LSE/CEPR) and Etienne Wasmer (ECARES), "Matching et Spillovers Régionaux en Grande-Bretagne et en France", in Développements Récents en Economie Spatiale: Emploi, Concurrence Spatiale et Dynamiques Régionales, 1999, Economica, Catin M., Lesueur J.-Y. et Zénou Y., eds.

Etienne Wasmer (ECARES) and Yves Zenou (Southampton/CEPR) “Does City Structure Affect Job Search and Welfare?” in Journal of Urban Economics, forthcoming.

1.3  Other related publications of the network

1.3.1 ECARES

Etienne Wasmer  “Measuring human capital in the labour market: the supply of experience in 8 OECD countries”, European Economic Review Papers and Proceedings, 2000

Etienne Wasmer and Philippe Weil  “Credit Markets and Unemployment in the Short Run and in the Long Run”, International Economic Journal, 2001
Christophe Croux and Etienne Wasmer, « Analyse de Données Spatiales du Marché du Travail. Application aux 260 communes wallonnes » , forthcoming, 14ème Congrès des Economistes Belges de Langue Françaises, CIFOP, ed.

Etienne Wasmer, « Changements de Composition de la Force de Travail et Dualisme’. Reflets et Perspectives de la Vie Economique », pp. 133-148, Tome XL, n°1-2, special issue Formation des Salaires, B. Mahy editor, 2000

Etienne Wasmer, “The Causes of the ‘Youth Employment Problem’: A (Labour) Supply Side View”, in 'The New Economics of Rising Inequalities'; eds Daniel Cohen, Thomas Piketty and Gilles Saint-Paul, Oxford University Press and CEPR, 2001

Etienne Wasmer, “Between-group competition in the labour market and the rising returns to skill. US and France 1964-97”!, mimeo ECARES, Université Libre de Bruxelles, revised for re-submission, Journal of Political Economy, 1999
Lucrezia Reichlin, “Extracting business cycle indexes from large data sets: aggregation, estimation, identification” Advances in economics and econometrics: theory and applications, (Mathias Dewatripont, PL Hansen and S Turnowsky eds.)  8th World Congress of the Econometric Society, Cambridge Un. Press forthcoming.
Gabriel Desgranges (THEMA) and Etienne Wasmer , « Appariements sur le Marché du Logement.  Annales d’Economie et de Statistiques », Vol. 58, pp. Avril-Juin 2000, pp. 253-287, 2000

Pierre Cahuc (Paris I) and Etienne Wasmer,  “Does Intrafirm Bargaining matters in the Large Firm's Matching Model”, Macroeconomic Dynamics, 2000

Sergio Perelman (Liege​) and Etienne Wasmer  (ECARES) ‘Résumé : Dualisme et Institutions du Marché du Travail’, forthcoming, 14ème Congrès des Economistes Belges de Langue Françaises, CIFOP, ed, 2000
Domenico Giannone (ECARES, Young Researcher), “Testing for linear restrictions with a large panel of time series”, mimeo, 2001.

Domenico Giannone (ECARES, Young Researcher), “Propagation of technological shocks across euro countries”, mimeo, 2001.

Domenico Giannone (Young Researcher), Lucrezia Reichlin (ECARES) and Luca Sala  (Young Researcher, ECARES), “The regional effect of common policy shocks”, in progress.
1.3.2 CEPR

Antonio Fatas, “Government Size and Automatic Stabilizers: International and Intranational Evidence”, (joint with Ilian Mihov). Journal of International Economics, 2001. 

Antonio Fatas, “Intranational Migration: Business Cycles and Growth” Intranational Macroeconomics Eds. Eric van Wincoop and Greg Hess. Cambridge University Press, October 2000.

Angel de la Fuente, "Convergence across countries and regions: theory and empirics." EIB Papers/BEI Cahiers 5(2), 2000, pp. 25-46.

Angel de la Fuente, "Human capital in growth regressions: how much difference does data quality make?" with R. Doménech. CEPR Discussion Paper no. 2466, May 2000/ Economics Department Working Paper no. 262, OECD, Paris.

Angel de la Fuente, "Regional convergence in Spain, 1965-95." Mimeo, 2001.

Angel de la Fuente, "Is the allocation of public capital across the Spanish regions too redistributive?" Mimeo, 2001.
1.3.3 Modena

Graziella Bertocchi, Forni, M., and Paba, S., (2001) ``Firm Size, Job Creation, and Geographic Concentration,’’ in progress.

Graziella Bertocchi, (2001) "Labor Market Institutions, International Capital Mobility, and the Persistence of Underdevelopment", revised and resubmitted to the Review of Economic Dynamics.
Mario Forni and S. Paba, "Knowledge Spillovers and the Growth of Local Industries", CEPR, Discussion Paper, No. 2934.

Mario Forni and S. Paba, "Spillovers and the growth of local industries", forthcoming in the Journal of Industrial Economics.


Mario Forni and S. Paba, "The Sources of Local Growth: Evidence from Italy", Giornale degli Economisti e Annali si Economia, 59, 2000.

L. Gambetti and Pistoresi, B., “The Dynamic effects of technology, demand and mark up shocks on the Italian unemployment”, Materiali di Discussione, Dip. Economia Politica, Universita' di Modena, 2001. 

D’Amato, M. and Pistoresi, B., “Interest rate spreads between Italy and Germany”, Working paper, European University Institute, 99/8, 2001, forthcoming in Applied Financial Economics.

M. Murat,  “Employment, Growth and International Trade”, Quaderni del Dipartimento di Economia, Università di Modena, September 2000. 
  
M. Murat,  “Technological Spillovers in Two-Sector models of Growth”, Quaderni della Facoltà di economia, Foggia, March 2001; under revision,  The International Journal. 
   

M. Murat and S. Paba, 2001, "Migration flows and structural changes in labor demand"; “Flussi migratori e modelli di sviluppo industriale. L'esperienza italiana dal dopoguerra agli anni '90" ,  in G.Lunghini, F.Silva, R.Targetti (eds.),  Politiche pubbliche per il lavoro, Il Mulino; under revision,  Rivista di Politica Economica.

B. Pistoresi and C. Strozzi, “Rent Sharing in Wage Determination. Evidence from Italy” (2001), CEPR Discussion Paper No. 2939.

B. Pistoresi and C. Strozzi, “Labor Cost and Labor Productivity in Italy: The Role of Wage Bargaining” (2000), Materiali di Discussione n. 328, Dipartimento di Economia Politica, Universita’ di Modena e Reggio Emilia.

C.Strozzi, “Repeated Games in Wage Determination” (2001), mimeo, European University Institute.

C. Strozzi,  “Union Coordination and Product Market Integration” (2000), mimeo, European University Institute.

1.3.4 UPF

Antonio Ciccone, “Agglomeration Effects in Europe”, forthcoming in European Economic Review, 2001.

Antonio Ciccone, “Technology Diffusion and the Spatial Distribution of Wages in the US,” mimeo, UPF Barcelona, 2001

Antonio Ciccone, “Agglomeration Effects in Europa and the USA”, 9th CREI Opuscle, CREI, Barcelona, 2001.

Antonio Ciccone and Giovanni Peri, “Identifying Human Capital Externalities: Theory with an Application to US Cities” UPF, mimeo, 2001.

Fabio Canova, “Are EU Policies Fostering Growth and Reducing Regional Inequalities?”, 8th CREI Opuscle, CREI, Barcelona, 2001.

Michele Boldrin and Fabio Canova, “Inequality and Convergence: European Regional Policies”, Economic Policy 32, April 2001.

Antonio Ciccone, “Input Chains and Industrialization”, forthcoming in Review of Economic Studies. 

1.3.5 CORE - Louvain

Jacques Thisse and S. Tabuchi, “Taste heterogeneity, labor mobility and economic geography”, CORE Discussion Paper 2001/44.

Jacques Thisse and Joe Tharakan, “The importance of being small : size effects in international trade”, CORE Discussion Paper 2000/1.

Jacques Thisse, S; Tabuchi and D-Z; Zeng, “On the evolution of a multi regional system”. CORE Discussion Paper 2001/3.

1.3.6 Tel Aviv

Oved Yosha, “Consumption and Aggregate Constraints: Evidence from US States and Canadian Provinces” Journal of Political Economy, forthcoming (with C. Ostergaard and B. Sorensen).

Oved Yosha , “Output Fluctuations and Fiscal Policy: US State and Local Governments 1978-1994”, European Economic Review, 2001, 45 (with B. Sorensen and L. Wu).

Oved Yosha, “Economic Integration, Industrial Specialization, and the Asymmetry of Macroeconomic Fluctuations”, Journal of International Economics, 2001, 55 (with S. Kalemli-Ozcan and B. Sorensen).

(To be reprinted in Helpman, E. and E. Sadka, eds., Contemporary Economic Policy: Essays in Honor of Assaf Razin, Cambridge University Press, forthcoming.)

Oved Yosha, “Is State Fiscal Policy Asymmetric Over the Business Cycle?”, Kansas City Federal Reserve Economic Review, 2001, Third Quarter (with B. Sorensen).

Oved Yosha, “Is Risk Sharing in the United States a Regional Phenomenon?”, Kansas City Federal Reserve Economic Review, 2000, Second Quarter (with B. Sorensen).

Oved Yosha, “Intranational and International Credit Market Integration: Evidence from Regional Income and Consumption Patterns”, in Hess, G. and E. van Wincoop, eds., Intranational and International  Macroeconomics, 2000, Cambridge University Press, New York (with B. Sorensen).
1.3.7 Sassari

Luigi Guiso and Fabiano Schivardi , 2001, “Information Spillovers in Industrial Districts”.

Luigi Guiso, Fabiano Schivardi and Luigi Pistaferri (Stanford/CEPR), “Insurance within the Firm”, CEPR Discussion Paper No. 2793, 2001.

Andrea R. Lamorgese and Gianmarco I.P. Ottaviano (Bocconi/CEPR), 2001, “Space, Factors and Spillovers”.

Andrea R. Lamorgese, 2001, “Local knowledge spillovers and city growth”, under revision for Regional Science and Urban Economics.

Andrea R. Lamorgese, 2001, “The geography of intercity risk-sharing”.

Andrea R. Lamorgese, 2001, “Death and birth of a city: The myth of the (Arabian) phoenix”.

Jorge Rodriguez (Young Researcher), 2001, “Classifying inter-dependent time series In the frequency domain”.

Jorge Rodriguez (Young Researcher), 2001, “Are monthly exchange rate returns (cross-country) predictable ?‘’.

Jorge Rodriguez (Young Researcher), 2001, “Common factors to the Dynamics and the risk of asset returns”.

Fabiano Schivardi, 2001, “Reallocation and learning over the business cycle”, under revision for European Economic Review.

Fabiano Schivardi, Paola Caselli and Patrizio Pagano, 2001, “Uncertainty and the slowdown of capital accumulation in Europe”, submitted to Applied Economics.

Fabiano Schivardi and Patrizio Pagano, “Firm size distribution and growth”, Temi di discussione della Banca d’Italia n. 394, 2001.

Fabiano Schivardi and Martin Schneider, 2001, “Strategic Experimentation and Disruptive technological Change”.

Fabiano Schivardi, Eric Bartelsman and Stefano Scarpetta, 2001, “Comparative analysis of firms demographics and survival: micro-level evidence from the OECD countries”.  

Fabiano Schivardi,  Matteo Bugamelli, Patrizio Pagano, F. Paternò, Alberto Pozzolo, Salvatore Rossi, 2001,  “Ingredients for the New Economy: How Much Does Finance Matter?”
1.3.8 CERAS

Philippe Martin, "Growth and agglomeration", 2001, with Gianmarco Ottaviano (Bocconi University and CEPR), forthcoming International Economic Review.

Philippe Martin, "Global Economic Divergence, Trade and Industrialisation: The Geography of Growth Takeoffs", with Richard Baldwin and Gianmarco Ottaviano (Bocconi University and CEPR), 2001, Journal of Economic Growth, 6: March, 5-37.

Pierre-Philippe Combe, “Labour Pooling, Labour Poaching and Spatial Clustering”, with Gilles Duranton (LSE/CEPR), CERAS Working Paper, n°01-05.

2 Comparison with the joint programme of work

· Five young researchers successfully hired in the first year

· Papers presented by young researchers at several conferences

· Collaboration with industry and policy-makers through research
2.1 Research Objectives

The overall research objectives have been met as this report should demonstrate. We see no need to change the original research objective. On the contrary, the field has become even more active, and the research issues more topical.
2.2 Research Method

The research methods used are in line  with those outlined in the original application, and we see no need to change them in any fundamental way at this point.

2.3 Work Plan

There is clearly some variation in the success of the different nodes in hiring new faculty. The timing of the commencement of the grant was not optimal from the point of view of many universities’ recruitment cycles, and it should be easier to find good candidates during the second year. Given that the average number of personnel months per institution is 36, it is clear that young researchers will not be in place for the complete duration of the contract.

The project has generally been following the schedule and reaching the milestones as in the contract. The deviations from the breakdown of tasks formulated in the contract are relatively minor for the network as a whole, but we have identified some changes for individual nodes.

2.4 Organisation and Management
The network is managed by a Network Steering Committee, that comprises of the scientist-in-charge of each participating institution and representatives of the policy community as outlined in the project programme. The Committee is responsible for ensuring effective communication among the participant institutions and monitoring the network's progress in achieving its objectives. The Committee is also responsible for preparing the network's Mid-Term Review, which will evaluate the extent to which the network has met its targets. 

CEPR provides a set of common services to the network. One of these is the initial circulation of research results in the CEPR Discussion Paper Series in order to receive the widest possible professional scrutiny, both in the research and the policy communities. Highlights of the Centre's research are featured in its newsletter European Economic Perspectives, which is distributed to over 11,000 members of the policy community and the private sector worldwide. Discussion Paper abstracts and all issues of the CEPR Bulletin are available in downloadable format from CEPR's website (www.cepr.org). 

CEPR also organizes and administers the network's workshops and the final conference, which will involve participants in the project, as well as other members of the European research community and senior figures from the policy community. The homepage of the network is also administered by CEPR: (http://www.cepr.org/research/Networks/IMRTN/default.htm).

The web-site addresses for the other teams are as follows:

· Network Co-ordinator: ECARES (European Centre for Advanced Research in Economics and Statistics), Université Libre de Bruxelles

www.ecares.ulb.ac.be
· Università di Modena

www.economia.unimo.it
· Universitat Pompeu Fabra

www.econ.upf.es
· Center for Operations Research and Econometrics, Université Catholique de Louvain

www.core.ucl.ac.be
· University of Tel Aviv

www.tau.ac.il
· Università di Sassari

www.uniss.it
· Centre d’Enseignement et de Recherche en Analyse Socio-économique

http://www.enpc.fr/ceras/labo/accueil.html

2.4.1 Network Meetings and Workshops

There will have been two network meetings for the team leaders of the participating institutions by the end of 2001. A first start-up meeting (for which a list of participants  is provided in Annex I) was held in Brussels at ECARES on  October 20-21, 2000, and a working meeting will be held in Barcelona at UPF on November 23-24, 2001 as part of the first Network workshop.

The start-up meeting lasted the entire day (consisting of two main sessions) and was attended by the following team leaders and young researchers: Antonio Ciccone (UPF), Philippe Martin (CERAS), Luigi Guiso (Sassari), Jacques-François Thisse (CORE), Lucrezia Reichlin (ECARES), Oved Yosha (Tel Aviv), Kate Millward (CEPR), Jorge Rodrigues (Young Researcher, Sassari), Wolf Wagner (CentER and Young Researcher, Tel Aviv), Graziella Bertocchi (Modena), Luigi Sala (ECARES), Domenico Giannone (Young Researcher, ECARES). In the first half, they discussed administrative issues such hiring, networking, planning workshops and conferences, and collaborating with industry and policy-makers through the establishment of the Network Steering Committee. The second session was devoted entirely to research activities and strategies for the duration of the project. In addition, papers were presented by Martin, Rodrigues, Wagner and Sala, the latter three being young researchers. 

First network conference planned for November 2001 in Barcelona. A conference programme is attached in Annex II.

2.4.2 Networking and Dissemination of Research Output 

Jacques Thisse, the team leader at CORE, visited Modena for a two-day visit and a seminar in February 2001. 

The UPF research on agglomeration has been presented widely in seminars across European universities. The European universities where seminars have been taking place in 2001/2002 are:

· University of Magdeburg, Germany

· University of Porto, Portugal

· University of Santiago de Compostela, Spain

· Humboldt University, Berlin, Germany

· University College London

· London School of Economics

· Institut fuer die Zukunft der Arbeit (IZA), Bonn, Germany

Oved Yosha (Tel Aviv) has visited the Brussels node (ECARES-ULB) several during the past two years, in some cases for relatively long periods (2-3 weeks). He has served on the Ph.D. committee of Andrea Lamorgese, and Italian student at ECARES, whose dissertation was concerned (among other things) with risk sharing among cities within and across US states.  Yosha also met with Guiso in Sassari.  Yosha also presented lecture series (in mini-course format) on the topic of “Risk Sharing among Individuals, Regions, and Countries’’ to graduate students in Copenhagen, to graduate students in the CFS summer school in Frankfurt, to researchers (and students who came from ECARES) at the Research Department of the Bank of Italy, and next September will do so at the CES in Munich. He also gave a lecture on this topic at the European Commission in Brussels and at the ECB in Frankfurt. 

Reichlin (ECARES) has visited Rome, Bank of Italy and Ente Einaudi, on a regular basis to meet with Forni (Modena) and Lippi (CEPR). Lippi will visit the ECARES-ULB node during October 2001 and Reichlin is due to go to CEPR in November 2001.

2.5 Training

2.5.1 Measures  taken to publicise vacant positions

Advertisements of vacant positions within the network have been 

· published in Financial Economics Network (FEN) job opportunities service,

· published in Job Openings for Economists,

· publicised throughout CEPR research network.

· ECARES advertised through its doctoral school (to attract pre-doctoral candidates) 

2.5.2 Progress of recruitment to date

Participant
Contract deliverable of Young  Researchers to be financed by the contract (person- months)
Young Researchers financed by the contract so far (person-months)


Pre-doc (a)
Post-doc (b)
Total (a+b)
Pre-doc    ( c)
Post-doc (d)
Total (c+d)

ECARES
34
0
34
34
0
34

CEPR
0
0
0
0
0
0

MODENA
17
24
41
0
0
0

UPF
36
12
48
17
0
17

LOUVAIN
8
24
32
0
0
0

TEL AVIV
34
10
44
12
0
12

SASSARI
14
24
38
8
0
8

CERAS

12
24
36
0
0
0

TOTAL
155
118
273
71
0
71

*****Please note that in addition at UPF we have already committed an additional 18 months of Pre-docs for the academic year 2001/2002.******
2.5.3 Comment on progress of recruitment to date

2.5.3.1 Modena

Stephane Ghio (PhD 2000, Toulon) has joined the Modena unit on September 1, 2001, and will stay for 12 months as a post-doctoral fellow until August 31, 2002.

Helge Sanner, (PhD 2001, Potsdam) will join the Modena unit on February 1, 2002, and will stay for 11 months as a post-doctoral fellow until December 31, 2002. 

2.5.3.2 UPF

We have been very successful in our pre-doc hiring. Thanks to the fact that UPF attracts very good students to its graduate programme, it has recruited high-quality students and is training them in the methods necessary for doctoral research on the network topics. 

Our pre-doc hires so far are Davide Ticchi from Italy and Uwe Sunde from Germany (academic year 2000/2001). Ticchi is on a 24 month contract, which will end in summer 2002, and Sunde was on a 5 month contract. We have also already hired another pre-doc, Rita Almeida from Portugal, who is on a 3 month contract to develop and work on a Portuguese data set on agglomeration.

2.5.3.3 Tel Aviv

The Tel Aviv node is in touch with Dyonisius Chionis from the University of Athens who expressed interest in spending one year in Tel Aviv. 

2.5.3.4 CORE

Salvador Barrios has been hired from October 1, 2001. Two other contracts are planned for the academic year 2001/2002.

2.5.3.5 Sassari

Jorge Rodrigues was hired for 12 months from January 2001.

2.5.3.6 ECARES/ULB

Domenico Giannone (pre-doc) was hired for the all duration of the contract

2.5.4 Integration of the young researchers into the research programme

At UPF, Davide Ticchi and Uwe Sunde (academic year 2000/2001 and both pre-docs), worked with Antonio Ciccone. Ticchi is on a 24 month contract and is therefore developing a long term research project, which will end in summer 2002. Uwe Sunde was on a 5 month contract and worked on a project related to how cross-country differences in education systems tend to shape differences in the pattern of earnings inequality by affecting the structure of human capital in an economy. When individuals are heterogeneous, shocks like ability biased technological change, globalisation or organisational change affect the structure of labor demand and thus earnings. In his project, Sunde tried to identify the role of particular features of countries’ education systems in the transmission of such shocks onto the earnings distribution. Both Ticchi and Sunde are students in the first years of their doctorate. Rita Almeida from Portugal (academic year 2001/2002), another pre-doc, has been working very closely with Antonio Ciccone on a Portuguese agglomeration data set. She has already organised the data set and is currently working on a preliminary empirical analysis.

Jorge Rodrigues, Young Researcher, Sassari, was already doing research on topics closely linked to those of the project. He has started to work on a new project that involves the use of large scale panel data to construct measures of co-movement among firms that will then be used to obtain indicators of the liquidity of their assets. The later in turn will be instrumental to study firms debt capacity. Thus, the main avenue used to integrate the young researcher into the project has been to start a joint work.

Wolf Wagner, a German student from Tilburg University, visited the Tel Aviv node for several months. Yosha actively advised him on some of his work, and was asked by his advisors at Tilburg to serve on his Ph.D. committee. Yosha will travel to Tilburg in June 2002 specifically for this purpose. Wagner’s work on political economy aspects of risk sharing and diversification is very much related to the network’s theme.  Wolf Wagner presented a paper at the first Brussels workshop. Luca Sala, from ECARES, who spent several months in Tel Aviv, became very involved and helped organise a series of lectures on monetary policy where he himself presented. He also gave two seminars on his work in Tel Aviv, and a lecture at the monetary division of the Bank of Israel.  

Domenico Giannone (ECARES) is working with Reichlin (ECARES) and Sala (ECARES) on a paper described above and he is being supervised by Reichlin on three other papers, two of which are described above. He has participated to the first workshop in Brussels and to the Barcelona RTN conference.  He has participated to the Bank of Italy/CEPR conference on Monitoring the Euro Area Business Cycle, Rome, 7 and 8 September 2001 where he was rapporteur. He has also started joint work with Pistoresi (Modena).

2.5.5 Special measures being undertaken to train young researchers

Davide Ticchi and Rita Almeida (Young Researchers, UPF) attended the first network conference in BCN (and the former was a rapporteur). All students are asked to take all the courses that are relevant for the network in the UPF PhD programme (Econometrics, Time-Series Analysis, Panel-Data Analysis, Growth Theory) in order to enable them to carry out high-quality research within the network.

Jorge Rodriguez (Young Researcher, Sassari) has presented his paper work at the first meeting of the project held in Brussels. He has also attended a number of conferences. Under the RTN grant, he has been to a Bank of Italy conference on A safer International Monetary System, Rome, 28 June 2001, and to a Bank of Italy/CEPR conference on Monitoring the Euro Area Business Cycle, Rome, 7 and 8 September 2001. He will also attend the next RTN workshop to be held at UPF on the 23th-24th November 2001. He will also present his paper on “Common factors to the dynamics and the risk of asset returns” at ECARES, another member of the RTN team, in November 2001.

As mentioned, Yosha (Tel Aviv) served as advisor and became an official Ph.D. committee member for two students (Lamorgese from ECARES, Wagner from Tilburg). As mentioned, students are encouraged to present their work in official seminars and in informal specially organized meetings as in the case of Luca Sala from ECARES.
As mentioned, Domenico Giannone (ECARES) is being supervised by Lucrezia Reichlin in his thesis work and is also collaborating with her on a paper. He is actively participating in seminars and advanced courses organised at ECARES and participating in international conferences.

2.5.6 Exploitation of connections to industrial/commercial enterprises through the training programme

Sassari has given the researchers the opportunity to spend part of their time at the Ente Einaudi, a research foundation linked to the Bank of Italy, and thus entertaining contacts with experts of the research department of the Bank of Italy. Forni (Modena) and Reichlin (ECARES) have also worked in connection with the Bank of Italy and met in Rome regularly (see above). 
3 DIFFICULTIES

Modena did not hire during the first 12 months because the starting date of the programme (September) did not allow us to conduct our recruiting during the job market period (normally, the previous Spring). However, as previously indicated, we are going to have 2 post-doctoral fellows during the second period. 
CERAS recruited neither pre-doc nor post-doc student for the academic year 2001-2002. The reason is that Philippe Martin and Pierre-Philippe Combes are not available for training and managing students for the whole year 2001-2002: indeed they are visiting respectively the Federal Reserve Bank in New York and the Department of Economics in Boston University. However CERAS is planning to recruit one or two post-doc for the academic year 2002-2003. 

It has not proved easy for Tel Aviv to attract Europeans there given the current situation in Israel. As a result, the promising flow of students has been interrupted in the past several months.  It is hoped that this will not adversely affect the team’s recruitment activities for the duration of the project.

Annex I: Kick-off Meeting, ECARES, Brussels, October 20-21, 2000

Kick-off Meeting of the RTN project on ‘Specialization Versus Diversification: The Microeconomics of Regional Development and The Spatial Propagation of Macroeconomic Shocks in Europe’

Institut de Sociologie, Université Libre de Bruxelles

Brussels, 20/21 October 2000

PARTICIPANTS

Name
Address
Telephone, Fax, Email

Graziella Bertocchi
Universita di Modena

Dipartimento di Economia Politica

Viale Berengario 51

I-41100 Modena

ITALY


T:  39 059 205 6873

F:  39 059 205 6948

E:  bertocchi@unimo.it 



Antonio Ciccone
Universitat Pompeu Fabra

Department of Economics

Ramon Trias Fargas 25-27

08005 Barcelona

SPAIN


T:  34 93 542 5301

F:  34 93 542 1746

E:  antonio.ciccone@econ.upf.es 



Luigi Guiso
Ente Luigi Einaudi

Via Due Macelli, 73

I-00187 Rome

ITALY


T:  39 06 4792 4858

F:  39 06 4792 4872

E:  guiso@tin.it  



Claudia Kurz
European University Viadrina

PO Box 1786

D-15230 Frankfurt (Oder)

GERMANY


T:  49 335 5534 642

F:  49 335 5534 612

E:  ckurz@euv-frankfurt-o.de 



Philippe Martin
CERAS-ENPC

28 rue des Saints-Pères

75007 Paris

FRANCE


T:  33 1 4458 2876

F:  33 1 4458 2880

E:  martin-p@paris.enpc.fr 



Kate Millward
Centre for Economic Policy

(CEPR)

90-98 Goswell Road

London

EC1V 7RR

UK
T:  44 20 7878 2920

F:  44 20 7878 2999

E:  kmillward@cepr.org 



Lucrezia Reichlin
ECARES

Université Libre de Bruxelles

39, Avenue F D Roosevelt

B-1050 Brussels

BELGIUM


T:  32 2 650 4221

F:  32 2 650 4475

E:  lreichli@ulb.ac.be 



Jorge Rodrigues
ECARES

Université Libre de Bruxelles

39, Avenue F D Roosevelt

B-1050 Brussels

BELGIUM


T:  32 2 650 4605

F:  32 2 650 4012

E:  jrodrig@ulb.ac.be 



Luca Sala
ECARES 

Université Libre de Bruxelles

39, Avenue F D Roosevelt

B-1050 Brussels

BELGIUM


T:  32 2 650 3312

F:  32 2 650 4012

E:  lsala@ulb.ac.be 



Jacques-François Thisse
CORE

Université Catholique de Louvain

34 Voie du Roman Pays

B-1348 Louvain-la-Neuve

BELGIUM


T:  32 10 474315

F:  32 10 474301

E:  thisse@core.ucl.ac.be 



Wolf Wagner
CentER

Tilburg University

Warandelaan 2

5000 LE Tilburg

THE NETHERLANDS


T:  31 626 972 822

F:  31 13 466 3042

E:  w.wagner@kub.nl 



Annex II: Macro and Micro Aspects of Economic Geography, Universitat Pompeu Fabra, Barcelona, November 23-24, 2001
A CEPR/CREI Workshop on Macro and Micro Aspects of Economic Geography

Hosted by the Centre de Recerca en Economia Internacional (CREI), Barcelona

Barcelona, 23/24 November 2001

Friday 23 November

11.00 – 12.00

Geography of Export Patterns





*Jonathan Eaton (Boston University)





Sam Kortum (Boston University)

Francis Kramarz (CNRS, Paris; CREST-INSEE, Paris and CEPR)

Discussant:
Henry Overman (London School of Economics and CEPR)

12.00 - 13.00


The Real Effects of Local Financial Development

*Luigi Guiso (University of Sassari & Ente Einaudi and CEPR)





Paula Sapienza (Northwestern University and CEPR)





Luigi Zingales (Chicago University, NBER and CEPR)

Discussant:
Andreas Fischer (Schweizerische National Bank and CEPR)

13.00 – 15.00

Lunch

15.00 – 16.00
Knowledge Spillovers and the Growth of Local Industries

Mario Forni (University of Modena and Reggio Emilia and CEPR)



*Sergio Paba (University of Modena and Reggio Emilia)

Discussant:

Jordi Gual (IESE, Barcelona and CEPR)
16.00 – 17.00
Localisation in UK Manufacturing Industries: Assessing Non-Randomness Using Micro-Geographic Data

*Gilles Duranton (London School of Economics and CEPR)

Henry Overman (London School of Economics and CEPR)

Discussant:
Federico Cingano (Banca d’Italia and Universitat Pompeu Fabra)


17.00 – 17.30

Coffee

17.30 – 18.30

Trade and Productivity



Francisco Alcala (Universidad de Murcia)

*Antonio Ciccone (Universitat Pompeu Fabra, Barcelona and CEPR)

Discussant:

General Discussion
Saturday 24 November

09.30 – 10.30

Agglomeration in R&D Intensive Industries

*Heiko Gerlach (CERAS, Paris and INSEAD, Fontainebleau)



Thomas Roende (Universitat Mannheim)



*Konrad Stahl (Universität Mannheim and CEPR)

Discussant:

Rikard Forslid (Stockholm University and CEPR)

10.30 – 11.30
Taste Heterogeneity, Labor Mobility, and Economic Geography



Takatoshi Tabuchi (University of Tokyo)


*Jacques Thisse (CORE, Université Catholique de Louvain, CERAS, Paris, and CEPR)

Discussant:

Diego Puga (University of Toronto and CEPR)

11.30 – 12.00

Coffee

12.00 – 13.00
Pork-Barrel Politics and Residential Development: Evidence from Remote-Sensing Imagery of US Congressional District Boundaries

*Henry G Overman (London School of Economics and CEPR)

*Diego Puga (University of Toronto and CEPR)

Matthew A Turner (University of Toronto)

Discussant:

General Discussion
13.00 – 15.00

Lunch

15.00 – 16.00
The Economic Geography of Trade, Production and Income:

A Survey of Empirics

Henry G Overman (London School of Economics and CEPR)

*Stephen Redding (London School of Economics and CEPR)

Anthony J Venables (London School of Economics and CEPR)

Discussant:
Gianmarco Ottaviano (Università Bocconi, Milano and CEPR)

16.00 – 17.00

Young People, Skills and Cities



*Giovanni Peri (University of California, Davis)


Discussant:

Graziella Bertocchi (Universita di Modena and CEPR)

17.00 – 17.30

Coffee

17.30 – 18.30
Economies of Scale in European Manufacturing Revisited

Espen Henriksen (Norwegian School of Economics and Business Administration and Carnegie Mellon University)

*Karen Helene Midelfart Knarvik (Norwegian School of Economics and Business Adminstration and CEPR)

Frode Steen (Norwegian School of Economics and Business Administration)

Discussant:
Stephen Redding (London School of Economics and CEPR)
18.30                                  Workshop ends

*denotes speaker

Organizers:
Antonio Ciccone (Universitat Pompeu Fabra, Barcelona and CEPR)

Philippe Martin (Federal Reserve Bank of New York and CEPR)
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