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EXECUTIVE SUMMARY

The network “The economic Geography of Europe: Measurement, Testing and Policy Simulations” (EGEMTPS) aims to explore the impact of integration and technological change on the location of activity in Europe. 

Ever-tighter economic integration is the chosen path to an ever-closer union among the peoples of Europe. Is this integration consistent with the Maastricht Treaty’s goal of reducing economic inequality between regions, the backwardness of less-favoured regions, and the promotion of sustained and balanced economic and social progress? Several contradictory concerns exist. Poor regions fear that high-wage increasing-returns activities may agglomerate in the 'core'. Rich regions fear delocation to lower-wage regions in Europe's 'periphery' and beyond. Most regions fear declining competitiveness, de-industrialisation and unemployment. All such fears create political pressures unfavourable to further integration. In response, the EU spends a third of its budget on such issues with member states more than matching this. Quite simply, European economic integration and the economic geography of European industry are a major socio-economic challenge facing Europe. 

Research is needed to measure the extent and nature of economic agglomeration that has occurred in Europe, especially since the Single European Act. What types of economic activity have experienced spatial concentration and which have seen dispersion? Which regions have enjoyed agglomeration and which have experienced delocation? What has happened to the European urban structure? Is there a trade-off between spatial concentration and income equity? How does agglomeration interact with innovation and growth? How strong are the various agglomeration forces? 

Main tasks

The work of the network is split into three tasks: (i) Extension and deepening of theoretical frameworks; (ii) Testing and measurement; and (iii) Computable economy-wide models focusing on location issues.

The first task of the project is to extend and deepen existing theoretical frameworks in order to provide a more precise guide for testing, measurement, and evaluation of the impact of policy via computer simulation models. While much of the basic economics of agglomeration has been worked out, many areas of the theory need work. Important questions to be addressed include: How do the various agglomeration forces interact? What are the interactions among agglomeration, adjustment and growth? What are the effects of integration and information technology on city size and the structure of urban agglomeration? How do diverse public policies – ranging from support for regional universities to transport networks and taxation – affect economic agglomeration and how do they interact with tighter European integration?

The second task of the project is empirical testing of economic geography theories, and measurement of the overall impact of European integration on industrial location is a mainstay of the project. Since so little empirical work has been done, this part is one pillar of the project's scientific originality. Some evidence on European agglomeration patterns has been gathered, however a convincing picture has yet to emerge of the magnitude and nature of the location effects of European integration since the Single European Act. A major objective of the project will be to identify the patterns on a regional and sectoral level as well as on the evolution of Europe's urban system. 

The third task of the project is to develop computable simulation models to study the location effects of European integration and other policies. The importance of this objective is simple to motivate: Agglomeration arises when spatial concentration of economic activity generates forces that encourage further spatial consolidation. This inevitably entails massive simultaneity and important general equilibrium effects. Simple theoretical models are able to tease apart the various forces by assuming away many of the interactions. While this is extremely useful and enlightening, one ultimately wishes to study the location effects of European integration and other policies allowing for the simultaneous interactions of many agglomeration forces. The only practicable way forward in this direction is to develop detailed economy-wide simulation models that are calibrated to real-world data. 

Main findings

Extension and deepening of theoretical frameworks: Progress has been made in a wide range of areas. To be highlighted is e.g. the work on policy towards industrial clusters by Victor D. Norman (NHH) and Anthony J. Venables (LSE). They have aimed at answering whether from an international point of view national policy should be encouraged or constrained. It is found that without intervention one may typically get a situation with industrial clusters that are too small, while there are possibly too many countries hosting a cluster. Allowing national governments to subsidize the cluster activity will improve world welfare, unlike if subsidy rates were capped by international authorities, where we would get a proliferation of too many and too small clusters. 

Also to be highlighted is the work on economic geography and public policies, i.e. on the interaction between the location of economic activity, agglomeration of activity and the design of public policies such as e.g. tax policy. When it comes to tax policy, the research undertaken by the NHH, the CERAS and the GIIS teams has given many important new insights. Almost without exception, the public finance literature on tax competition and the effects of international taxation has relied on ‘smooth’ models. That is to say, models in which small changes lead to small effects. Economic geography models are ‘lumpy’ by their very nature and this, as it turns out, casts new light on a number of old issues. The main insight here is that agglomeration forces tend to relax the constraints of tax competition when industry is already agglomerated, but they tend to exacerbate harmful tax competition when industry is dispersed. The GIIS team has together with Philippe Martin completed a book on economic geography and public policies – published by Princeton University Press in 2002. 

Peter Neary (UCD) has provided an important review of the literature on economic geography to date in an article in Journal of Economic Literature, 2001.
Testing and measurement: The LSE team has together with the NHH team worked on empirical studies of industry location in Europe. Their objectives have been to describe the changes in industrial location that have occurred in Europe in recent decades; to establish whether these are associated with countries’ economic structures becoming more or less similar, and industries becoming more or less spatially concentrated; to compare industrial location patterns in Europe and the US; and to identify the underlying forces that determine industrial location and assess the extent to which these have changed in recent years. They find that European countries have become more specialized and dissimilar over time, while there are no clear patterns with respect to industrial clustering. Some industries have become more clustered and some less. They moreover find that endowments of skilled and scientific labour are important determinants of industrial structure, as are supply and demand linkages to industry.  

Overman and Midelfart have moreover analyzed the role of EU and government policies in determining the location of economic activity across the EU. They found that these policies have a particularly large role to play in attracting high tech activities to disadvantaged countries and regions. Further results urged caution in the use of these policies - attracting high tech activities does not necessarily make these locations better off than if market forces had been allowed to take their course. In fact these policies may even make regions worse off, because they prevent regions from specializing in the activities in which they have a natural or comparative advantage.

Cherdron and Stahl, in Mannheim, in cooperation with Andre Sapir (CEPR), have started a detailed case study framework looking at the locational strategies of multinational firms within specific industries. The case industries selected are the automotive industry; the banking and insurance sector; and the computer hard and software industry. Studying the upstream supply relationships in the automotive industry, it appears that a principle tension arising here is between globalization in procurement on the one hand, and production to order on the other hand. The former leads to the spatial dispersion in supply patterns, the latter to their spatial concentration. The general tendency emerging is that while the former has led to a sharp increase in the competitiveness in all upstream supply tiers, supplier patterns continue largely as before the globalization fad, and remain spatially close to the OEM (original equipment manufacturer) outlet. This also implies that whenever OEM’s establish new plants (such as the Smart plant in Hambach/Lorraine), the established suppliers will “move with the OEM” either by establishing a JIT (just in time) manufacturing, or an inventory plant.

Giovanni Peri (IGIER) has studied Knowledge flows within and across countries that should be carriers of important learning spillovers. Using data on 1.5 million patents and 4.5 million citations to analyse knowledge flows across 147 subnational regions, he estimates that only 15% of average knowledge was learned outside the average region of origin, and only 9% outside the country of origin. However, knowledge in highly technological sectors flows substantially farther, as does knowledge generated by technological leaders. If compared with trade flows, knowledge flows reach much farther. Moreover external accessible knowledge has very strong external impact on innovation for a panel of 113 European and North American regions over 22 years.

Computable economy-wide models focusing on location issues: Simulation studies of industrial location and agglomeration in Europe and the response to integration reveal large differences among industries. Industries with high scale elasticities typically display a non-monotonous relationship between economic integration and concentration, with maximum concentration for intermediate levels of integration. Other industries, more driven by comparative advantage, become monotonously more concentrated as integration proceeds. On the aggregate level we find an (inverted) U-shaped relation between integration and industrial concentration. The results also show a close correlation between real income gains and growth in manufacturing production, stemming from pecuniary externalities in the manufacturing sectors. 

The NHH and GIIS teams have also completed analyses of the impact of European integration on industrial location and welfare inside and outside the EU. One set of simulations focuses on the consequences of successful transformation in Eastern Europe. The results indicate that transformation and European integration are of great importance for Eastern Europe, while the overall effects for other European regions are small.  Individual sectors in the EU, such as Textiles and Transport Equipment, are, however, in some cases strongly affected.  Another set of simulations focuses on the impact of tighter European integration on outsider regions. They find that tighter European integration has a significant impact on Central and Eastern European countries, but the impact on other regions of the world is rather small.

Networking, training and connections

· The network has so far organised four planning meetings, which have coincided with the network conferences (apart from the kick-off meeting held in 2000).

· The network has organised three research conferences in January 2001, January 2002 and January 2003, all of which have been hosted by the Graduate Institute of International Studies.

· The Network, jointly with the Study Centre Gerzensee, offered a one-week course on Economic Geography taught by Tony Venables. This course was offered mainly to pre- and post-doctoral students participating in the Network and Students at Swiss universities.

· Members of the Network have met on a regular basis at the Network conferences and workshops, as well as at the European Research Workshop in International Trade. 

· Team members have regularly visited each other’s institutions.

· The LSE team has over the last year worked as advisors to the UK Treasury regarding regional policy issues.

· The NHH team has given a series of seminars to the Norwegian Ministry of Trade and Industry with a special focus on the location of economic activity and policy design. Lectures have been given both by senior researchers as well as by the young researchers in the team.

PART A – RESEARCH RESULTS

A.1 SCIENTIFIC HIGHLIGHTS

The network The Economic Geography of Europe: Measurement, Testing and Policy Simulations (EGEMTPS) aims to explore the impact of integration and technological change on the location of activity in Europe. The research of the network is organised around three themes: “Extension and deepening of the theoretical frameworks”; “Testing and measurement”; “Computable economy-wide models focusing on location issues”. The report on research activity is organised according to these three themes. The report aims to provide scientific highlights and is thus not exhaustive of the work that has taken place within the framework of the network.

A.1.1 Extension and deepening of the theoretical framework

The team at NHH has continued to work on the implications of space, trade costs and agglomerations for the design of tax and industrial policy. This includes further work by Forslid (GIIS) and Midelfart (NHH) on industrial policy towards agglomerations consisting of vertically linked upstream and downstream firms. Moreover, Midelfart, Schjelderup and Kind (NHH) have continued their work on tax competition among locations in Europe focusing on the role played by multinational corporations and trade barriers.

Nicola Coniglio (Young Researcher, NHH) has worked on a paper on migration networks and formation of ethnic clusters in cities. In this paper he extends previous models of chain migration and ethnic cluster formation by considering migration as a community wide phenomena where established migrants strategically provide support to newcomers. This active role of support provision is associated to positive externalities which new waves of migrants might have on these individuals. Culturally-based tastes for particular goods and services generates an ethnic consumer demand and only individuals from the same ethnic community have the skills or the “insider’s information” required to provide these goods (protected market). If the ethnic population is large enough, an ethnic sector will emerge and eventually grow as the ethnic population further expands. According to the degree of preferences toward ethnic consumption, the mobility costs of the source locality population and congestion costs (hostility externalities) in the host location, alternative scenarios may arise. These scenarios provide a possible explanation on why different group of migrants show different migration dynamics. 


Karolien De Bruyne (Young Researcher, NHH) in current work focuses on New Economic Geography (NEG) models with imperfect labour markets. The first generation New Economic Geography (NEG) models assume perfect labour markets and perfect labour mobility between countries/regions. It is however obvious that labour markets are far from perfect and that - especially in Europe - labour mobility remains limited. The question we want to answer in this paper is whether the forces determining the location of firms (agglomeration and dispersion forces) change when we assume labour to be immobile and labour markets to be imperfect. It turns out that the introduction of unions per se does not really change the location decision of firms. Location outcomes remain similar to the ones in existing NEG models: a symmetric outcome is stable at both high and low transport costs while agglomeration is stable for intermediate transport costs. Moreover, the fact that we allow the number of unions to vary in our model makes it possible to analyse the effect of the level of wage setting on location decisions. We show that the degree of 'centralisation' (at firm, sectoral or national level) and 'regionalisation' (at regional or supra-regional level) of the wage setting affects the wage level - and therefore firms' location decisions - in a significant way.

Diego Puga (Young Researcher, NHH) has worked on a paper (with Daniel Trefler) entitled 'Knowledge creation and control in organizations'. The incremental innovations that underlie much of modern economic growth typically involve changes to one or more components of a complex product. This creates a tension. On the one hand, a principal would like an agent to contribute innovative components. On the other hand, ironing out incompatibilities between interdependent components can be a drain on the principal's energies. The principal can conserve her energies by tightly controlling the innovation process, but this may inadvertently stifle the agent's incentive to innovate. We show precisely how this tension between creating knowledge and controlling knowledge shapes organizational forms. The novel concepts introduced are illustrated with case studies of the flat panel cathode ray tube industry and Boeing's recent location decisions.

Gianmarco Ottaviano (Young Researcher, GIIS) and Jacques Thisse (CEPR) wrote an important chapter of the forthcoming new volume of the Handbook of Regional and Urban Economics, offering a broad synthesis of the state of the art in new economic geography theory. After having described some of the main results known in standard location theory, they used a unified framework to survey the home market effect as well as the core-periphery models. These models have been criticised by geographers because they account for some spatial costs while putting others aside without saying why. Furthermore, core-periphery models exhibit some extreme features that are reflected in their bang-bang outcomes: only full agglomeration and full dispersion may occur, whereas changes in the spatial pattern are catastrophic. The authors thus moved on by investigating what core-periphery models became when accounting for a more complete and richer description of the spatial aspects that these models aimed at describing. They concluded by suggesting new lines of research. 

Philippe Martin (CERAS) came back from his one-year visit at the New York Federal Reserve Bank research department. He finished the book co-authored with Richard Baldwin (GIIS), Rikard Forslid (NHH), Gianmarco Ottaviano (Young Researcher, GIIS) and Frédéric Robert-Nicoud (GIIS) on “Economic Geography and Public Policies”. He has worked with Vincent Dupont a Ph.D student at University of Lille1 and CERAS on a paper on regional policies. The paper analysed the effect of different types of regional subsidies to poor regions on industrial location, income inequality - between and inside regions - and welfare. The main results are: 1) the impact on location of such subsidies is stronger when trade costs are low. 2) firms relocate to the poor region whether the subsidy is financed by a national tax or regional tax on income. 3) when firms are mobile, regional subsidies that take the form of tax breaks or subsidies to the fixed cost lead to higher profits for all firms because the equilibrium geography is such that profits are equalised across regions. Such subsidies given to firms in the poor region increase regional income inequality as the rich region owns more capital: they actually lead to an income transfer from the poor to the rich region. It also leads to higher inequality within regions.  He has also started a project with Giancarlo Corsetti (University of Rome) and Paolo Pesenti (New York Federal Reserve Bank) that analyses how the “Home Market Effect” prevalent in trade and geography models affects the way we should think of the international monetary transmission mechanism. 

Richard Baldwin (GIIS) and Philippe Martin (CERAS) wrote a chapter on agglomeration and regional growth for the forthcoming new volume of the Handbook of Regional and Urban Economics. In this chapter, they attempted to clarify some of the theoretical links between growth and agglomeration. Growth, in the form of innovation, can be at the origin of catastrophic spatial agglomeration in a cumulative process à la Myrdal. In addition, growth alters the process of location even without catastrophe. In particular and contrary to the fundamentally static models of the NEG, spatial concentration of economic activities may be consistent with a process of delocation of firms towards poor regions. The chapter also shows that the relation between growth and agglomeration depends crucially on capital mobility. Without capital mobility between regions, the incentive for capital accumulation and therefore growth itself is at the heart of the possibility of spatial agglomeration with catastrophe. 

Enrico Pennings (Young Researcher, IGIER) has concluded and revised a version of his paper entitled ‘How to Maximise Domestic Benefits from Foreign Direct Investments: The Effect of Irreversibility and Uncertainty’. In this work he has studied the choices of a foreign monopolist facing uncertain future demand: either export to a host country or serve the market by undertaking an irreversible foreign direct investment (FDI). The host government maximises net domestic benefits by nearly fully subsidising the investment cost in combination with taxing away benefits that exceed the gains from exporting. Without the subsidy, maximisation of domestic benefits leads to underinvestment from a world welfare point of view.

The LSE team has investigated the effects of openness on economic performance in a series of papers. Vicente Cuñat (Young Researcher, LSE) investigated the effects of openness on factor accumulation in a standard neoclassical growth model, drawing out implications for growth, factor prices, industrial structure, the volume of trade, and international inequalities. His results challenged the neo-classical view of growth, as he showed how growth brings convergence in growth rates but not absolute convergence of income levels. Limao and Anthony Venables, again working in a standard neo-classical framework, pointed to the importance of location, and showed how this shaped a country’s specialisation, factor prices, and gains from trade. Stephen Redding and Schott investigated the further implications of this for incentives to accumulate skills.

Understanding the forces determining location of activity within countries – down to the urban and regional level – as well as between countries was a core part of the programme. It was increasingly recognised that modelling the micro-detail of communications, logistics, and innovation was essential to understanding these forces.

Knowledge in this area was synthesised in a major survey of the micro-foundations of urban agglomeration economies written by Gilles Duranton (LSE) and Diego Puga (Young Researcher, NHH). Developing these micro-foundations was one of the fundamental quests in urban economics for several reasons. First, it was only by studying what gave rise to urban agglomeration economies — rather than merely stating that they existed — that it was possible to gain any real insight into why there were cities. Second, alternative micro-foundations could not be regarded as interchangeable contents for the black box. For example different micro-foundations had very different welfare and policy implications. For too long regional policy has targeted symptoms without understanding underlying causes. 

Further work by Duranton (LSE) showed how micro-foundations could be developed to provide an explanation of the size distribution of cities (the Zipf’s law puzzle). He developed a model of innovation driven technological shocks that drove a process of growth and decline of cities. This process generated a size distribution of cities that, in a series of calibrated examples, accurately replicated actual city size distributions. Empirical work on Zipf’s law indicated that its presence could not be rejected in a majority of the 73 countries studied (Soo), see also Henry Overman (Young Researcher, NHH) and Ioannides (LSE).

Jacques Thisse (CEPR) together with Pierre Picard (University of Manchester) and Eric Toulemonde (University of Namur) investigated the importance of the way profits are distributed among agents for the space-economy. They show that the existence of mobile rentiers is sufficient to make the symmetric configuration unstable for all transport cost values and to make partial agglomeration of firms stable. This work suggests that it is imperfect competition more than increasing returns that matters for the formation of agglomeration in economic geography.

Thisse (CEPR) and Takatoshi Tabuchi (University of Tokyo) studied the impact of the heterogeneity of the labour force on the spatial distribution of activities. They show that taste heterogeneity acts as a strong dispersion force and that the relationship between the spatial distribution of the industry (the wage differential) and trade costs is smooth and bell-shaped. Finally, while Rawlsian equity leads to the dispersion of industry, their analysis reveals that efficiency leads to a solution close to the market outcome, although the latter is likely to involve too much agglomeration compared to the former. 

Work at UCD under this heading has concentrated on developing more satisfactory models of strategic competition between firms and on exploring their implications for industrial location and for the responses of economies to external shocks. Dermot Leahy (UCD) and his co-authors have considered how heterogeneous costs and investment under uncertainty affect the desirability of subsidising large export-oriented firms, and also how first-mover advantages can allow firms that engage in foreign direct investment to collude. Joe Tharakan (Young Researcher, UCD) has worked on the determinants of regional disparities in real income, showing how they are affected by the location of national boundaries and the mis-match between jobs and workers' skills. 

Peter Neary (UCD) has worked on a project which models the whole economy as characterised by competition between a small number of firms in each market. In his Presidential Address to the European Economic Association at the Annual Conference in Venice, August 2002, he sketched this approach and outlined its implications for industrial location, trade patterns, cross-border mergers, and the "trade and wages" debate. He has also shown how the approach can reconcile the economist’s traditional emphasis on comparative advantage as a determinant of trade patterns with the emphasis on “competitive advantage” typically stressed in business schools.

Finally, Peter Neary and Joe Tharakan (Young Researcher, UCD) have started work on an application of the oligopoly in general equilibrium approach to show how trade liberalisation can affect the competitive pressures to which firms are exposed, and so induce changes in market structure.

A.1.2 Testing and measurement

Nicola Coniglio (Young Researcher, NHH) has worked on a paper (with F. Prot) on “Human Capital Accumulation and Migration in a Peripheral EU Region: the Case of Basilicata”. The research has involved frequent contact with functionaries of the regional authority (Regione Basilicata). The results of the research have also been disseminated to key policymakers of Regione Basilicata. 

The ability of a regional system to generate human capital is crucial, but it is not a sufficient condition leading to economic success. In this work we emphasise the importance of maintaining and attracting highly skilled and educated individuals and the challenges that migration flows pose on policymaking aimed at fostering human capital accumulation in peripheral regions. We employ a unique data set generated through a postal survey designed and conducted by the authors. The focus of our analysis is on the micro-level location decisions of a sample of highly educated and skilled individuals residing in a small peripheral Italian Mezzogiorno region (Basilicata) who have benefited from a locally funded human capital investment policy. In particular we shed light on the following questions: (1) Who are the migrants?; (2) Which are the main factors influencing migration of talented individuals?; (3) Which are the factors which make a region attractive for those individuals? The sample under analysis is a natural experiment for assessing both the effectiveness of locally financed human capital investment policy and the factors affecting the location decision of highly educated individuals in an economy presenting all the features of a core-periphery structure.

Karolien De Bruyne (Young Researcher, NHH) in her paper “The location of economic activity. Is there a spatial employment structure in Belgium?” looks into the actual importance of one of the main aspects of the New Economic Geography (NEG) models for location (concentration) in Belgium. She investigates whether linkages between consumers and firms help to explain the location of economic activity in Belgium. Based on the estimation of a market potential function, she concludes that linkages between firms and consumers may be an important determinant of location in Belgium. However, the results in this paper show that, using this theory, location is not fully explained. The paper therefore stresses that we cannot forget about other location theories like the neo-classical theories and the NEG theories arguing that backward and forward linkages between firms determine the location of economic activity.

Pierre-Philippe Combes (CERAS) and Henry Overman (Young Researcher, NHH) wrote a chapter for the Handbook of Regional and Urban Economics on “The Spatial Distribution of Economic Activities in the European Union”. This paper considered the spatial distribution of economic activities in the European Union. It had three main aims. (i) To describe the data that is available in the EU and give some idea of the rich spatial data sets that are fast becoming available at the national level. (ii) To present descriptive evidence on the location of aggregate activity and particular industries and to consider how these location patterns are changing over time. (iii) To consider the nature of the agglomeration and dispersion forces that determine these patterns and to contrast them to forces acting elsewhere, in particular the US. Their survey suggested that much has been achieved in the wave of empirical work that has occurred in the past decade, but that much work remains to be done.

Keith Head (UBC) and Thierry Mayer (CERAS) also wrote a chapter for the Handbook of Regional and Urban Economics on “The Empirics of Agglomeration and Trade”. This chapter examined empirical strategies that have been or could be used to evaluate the importance of agglomeration and trade models. This theoretical approach, widely known as ``new economic geography," (NEG) emphasises the interaction between transport costs and firm-level scale economies as a source of agglomeration. NEG focuses on forward and backward trade linkages as causes of observed spatial concentration of economic activity. The authors surveyed the existing literature, organising the papers under the rubric of five interesting and testable hypotheses that emerge from NEG theory. They concluded the chapter with an overall assessment of the empirical support for NEG and suggested some directions for future research.

Pierre-Philippe Combes (CERAS) and Miren Lafourcade (CERAS) wrote a paper on the core-periphery patterns of transport costs in France. This paper developed a methodology to compute transport costs at low infra-country geo-graphical levels. This simultaneously accounted for the real network infrastructure, a distance cost (fuel, repair, tolls), and a time opportunity cost (wages, insurance and general charges, vehicle use). When considering levels, geodesic distance, real distance, and real time were shown to be good substitutes to the measure developed. By contrast, variations across time were poorly captured by these simpler transport cost measures. Besides, the large decrease in transport costs that occurred in France between 1978 and 1998, namely –38.2%, was shown to be mainly due to technology improvements and deregulation. New transport infrastructures however, which contributed only marginally to this decline, shaped the spatial pattern of accessibility improvements.

Pierre-Philippe Combes (CERAS), Miren Lafourcade (CERAS) and Thierry Mayer (CERAS) studied the impact of business and social networks on trade flows and the puzzle of the border effect in trade. McCallum (1995) showed in an influential contribution that, even when controlling for the impact of bilateral distance, borders sharply reduced trade volumes between nations. They used in this paper data on bilateral good flows between 94 French regions, for 66 industries and 2 years (1978 and 1993) to study the magnitude and variations over time of intra-national border effects. They focused on assessing the role that business and social networks could play in shaping trade patterns and explaining the border effect puzzle. Using a structural econometric approach, they showed that intra-national administrative borders significantly matter in trade patterns inside France. The impact was of the same order of magnitude as in Wolf (2000) for trade inside the United States. They showed that more than 60% of these (puzzling) intra-national border effects could be explained by the composition of local labour force in terms of birth place (social networks) and by inter-plants connections (business networks). In addition, controlling for these network effects reduced the impact of transport cost on trade flows by a comparable factor. Thus, business and social networks that helped to reduce informational trade barriers were shown to be strong determinants of trade patterns and to explain a large part of the border puzzle.

Thierry Mayer (CERAS) together with Matthieu Crozet (University of Paris 1 - TEAM) and Jean Louis Mucchielli (University of Paris 1 - TEAM), worked on the location choices of foreign firms in France. A new sample of almost 4000 location choices over ten years and 92 administrative locations was used to measure two important issues: to what extent do foreign investors cluster spatially and are the decision-makers sensitive to investment incentives provided through regional policies? Concerning the agglomeration effects, they found very strong evidence of positive spillovers between firms and identified detailed patterns of clustering assessing for instance the countries of origin and the industries for which those spillovers are the most substantial. Concerning regional policies, they found very little evidence of any positive impact of either the national or European regional policy on location choices. Finally, the authors identified for some European countries a ‘learning process’ of foreign direct investment, the location decisions gradually becoming more remote from the country of origin during the period under study.

Laura Bottazzi and Giovanni Peri (IGIER) have analysed the dynamic relationship between resources used in R&D and innovation. They have estimated a long-run relation between R&D resources and the internal and external stock of ideas generated using these resources. Using recently developed tests and panel estimation techniques they have uncovered a cointegration relationship between these three non-stationary variables and they have estimated the cointegrating relation among them. Then, imposing this long-run relation across variables they have analyzed the impulse response of new ideas to a shock in the R&D and to its productivity by estimating an error correction mechanism.

Giovanni Peri (IGIER) in ‘Knowledge Flows, R&D Spillovers and Innovation has studied Knowledge flows within and across countries that should be carriers of important learning spillovers. He has used data on 1.5 million patents and 4.5 million citations to analyse knowledge flows across 147 subnational regions. He has estimated that only 15% of average knowledge was learned outside the average region of origin, and only 9% outside the country of origin. However, knowledge in highly technological sectors flows substantially farther, as does knowledge generated by technological leaders. If compared with trade flows, knowledge flows reach much farther. Moreover external accessible knowledge has very strong external impact on innovation for a panel of 113 European and North American regions over 22 years.

With Gianmarco Ottaviano (Young Researcher, GIIS), Giovanni Peri (IGIER) has looked at Cultural Diversity and Productivity in U.S. Cities. As immigrant pressure has grown in industrialised countries, social scientists and policy makers wondered whether the associated increase in cultural diversity will turn out to be beneficial or detrimental to our future societies. Their work has considered a purely economic aspect of this issue by studying whether diversity helps or harms productivity in small open economies such as cities. They develop a theoretical model in which different cultural groups contribute different services to production and exchange among groups is somewhat hampered by cultural diversity. They found that in such model the labour productivity (measured by wages) depends positively on a measure of cultural diversity and negatively on the cost of different groups in ”trading” with each other. They  explore some salient empirical implications of the model using data on 160 U.S. cities for the period 1970-1990. They found that linguistic and ethnic diversity are systematically associated with higher average productivity after controlling for a set of covariates. However they also confirmed that racial diversity has a negative effect on the provision of local public goods. Finally the benefits from cultural diversity on productivity of a city seem to be larger when foreign cultures have been ”assimilated” i.e. not within the first generation of migrants.

Enrico Pennings (Young Researcher, IGIER) has worked on a paper entitled ‘The Hazard Rate of Foreign Direct Investment in Transition Countries: A Direct Test of a Real Option Model’. Real option models predict that uncertainty raises the critical value at which it is optimal to invest. Many empirical tests have confirmed this negative relationship, but up to now only through indirect tests. In addition, recent studies have argued that the relation between uncertainty and the probability of investment may be non-linear. By deriving the hazard rate of investment in a real option model he has directly studied this non-linear relation between uncertainty and investment. Maximum likelihood estimates for various specifications of the hazard were derived using a dataset of MNEs that had invested in Central and Eastern Europe over the period 1990-1998. Whereas uncertainty had a negative effect on investment in an approximate hazard, the indirect estimations fails the specification test. In the real option-based hazard uncertainty was not significant showing that the effect of uncertainty worked on the mean through risk aversion and not because of a value in waiting.

In ‘Oligopolistic Reaction to Foreign Direct Investment in a Discrete Choice Panel Data Model’ Pennings (Young Researcher, IGIER) has reconsidered oligopolistic reaction to rival entry in foreign markets. The simple theoretical model explained rival reaction by Bayesian learning from leading firms. The model predicted that oligopolistic reaction was stronger if uncertainty was higher and declined as more and more foreign firms entered. The implications were tested by estimating a dynamic panel data for the number of foreign investments in different sectors and countries in Central and Eastern Europe after the fall of the Berlin wall in 1989.

Manuel Fernandez (Young Researcher, IGIER) is completing a joint work with Javier Campos (university of Canarias). The goal of the paper entitled ‘Intermodal competition in passenger transport services: empirical evidence for Spain’ has been to document empirically that the auction system which runs the coach interurban transportation in Spain is not generating a competitive outcome. In fact when competition in the market is not feasible or desirable, as it happens in many transport markets, it has been usually considered optimal to develop competition for the market and/or between markets (intermodal competition). By analysing price and frequency decisions of a sample of Spanish firms providing coach services during the 2000-2002 periods, this paper showed that this expected result does not always arise. In particular, they found evidence of monopoly behaviour, both in prices and in quality setting, by those companies that operate in routes where competition from alternative transportation systems is low.

Redding and Venables (LSE) analysed the determinants of countries’ divergence export performance (while East Asian countries have seen real exports increase by more than 800% since the early 1970s, those of Sub-Saharan African countries increased by around 70%). They have focused in particular on the roles of external and internal geography. External geography matters as an increase in expenditure on traded goods in one country raises demand for traded goods produced elsewhere and, because of trade costs, the size of this effect is much greater for neighbouring than for distant countries. Internal geography (eg proximity to ports) matters in determining the extent to which countries can respond to these external opportunities. They found that these two factors alone accounted for a substantial amount of the cross-country variation in export growth rates. 

Further empirical work on cities has looked at data from France, the US and the UK. Extensive French data sets have been analysed by Charlot and Duranton (LSE) and by Combes, Duranton and Gobillon (LSE). These have pointed to the importance of city size both in fostering communication between workers, and consequently (via learning externalities) raising productivity and wages in larger cities.  Duranton and Monastiriotis, Redding et al, and Rice and Venables have studied the sources of persistent regional inequalities in the UK, and in particular the role of skill differences. 

For the US, work by Overman (Young Researcher, NHH) and Puga (Young Researcher, NHH) has studied the density of cities and the extent of urban sprawl, using a unique data set derived from satellite imaging. Results have suggested that while only a very small proportion of the continental US has been in urban use (1.9%), the stock of development has been concentrated close to the interstate highway network and to the oceans and great lakes. An overwhelming proportion of new development has occurred within a few kilometres of old development, so that while land was not scarce nationally, this pattern of development ensures that land may be becoming scarce locally.  

For the UK, Duranton (LSE) and Overman (Young Researcher, NHH) have continued work based on matching the plant level data of the Annual Respondents Database with data from the Ordnance Survey's Code-point data set, enabling the location of plants to be identified with a very high degree of precision. Based on this data, they have developed distance-based tests of localisation to study the detailed location patterns of industries.  Methodological innovations have allowed the authors to assess the statistical significance of departures from randomness. Their results suggested that only 51% of UK industries were localised at a 5% confidence level.

The ARD database was also being used in work by Griffith, Redding and Simpson (LSE) to evaluate technological spillovers from foreign owned to UK plants. They have found that increased foreign presence within an industry raises the speed at which knowledge is transferred from the technology frontier to other plants in the sector.

Overman (Young Researcher, NHH) has built on work reported in last year’s annual report, developing an empirical location model incorporating two main theoretical strands – neo-classical and the new economic geography. This work, with Karen Helene Midelfart (NHH), used this location model to analyse the role of EU and government policies in determining the location of economic activity across the EU. They found that these policies have a particularly large role to play in attracting high tech activities to disadvantaged countries and regions. Further results urged caution in the use of these policies - attracting high tech activities does not necessarily make these locations better off than if market forces had been allowed to take their course. In fact these policies may even make regions worse off, because they prevent regions from specialising in the activities in which they have a natural or comparative advantage.

High levels of intra-industry trade are an important aspect of European integration, but have presented some empirical puzzles, in particular the fact that this sort of trade falls off more rapidly with distance than does other trade. Rice, Stewart and Venables (LSE) showed that this decline was not due to characteristics of the products traded, as has often been suggested, but simply due to closer countries having more similar commodity structures of their exports.

Cherdron and Stahl, in Mannheim, in cooperation with Andre Sapir (CEPR), have started taking up the original challenge, namely to describe, within a detailed case study framework, the locational strategies of multinational firms within specific industries. The case industries selected are the automotive industry; the banking and insurance sector; and the computer hard and software industry. 

They started by looking in detail at the upstream supply relationships in the automotive industry. A principle tension arising here is between globalization in procurement on one hand, and production to order on the other hand. The former leads to the spatial dispersion in supply patterns, the latter to their spatial concentration. The general tendency emerging is that while the former has led to a sharp increase in the competitiveness in all upstream supply tiers, supplier patterns continue largely as before the globalization fad, and remain spatially close to the OEM (original equipment manufacturer) outlet. This also implies that whenever OEM’s establish new plants (such as the Smart plant in Hambach/Lorraine), the established suppliers will “move with the OEM” either by establishing a JIT (just in time) manufacturing, or an inventory plant.

One basic objective of the research program at the Tinbergen Institute is to expand the set of available econometric tools for the analysis of general equilibrium-theory based theoretical predictions. This has involved development of both GAMS-based and GEMPACK-based estimation methods for use within the confines of large general equilibrium models. They have made good progress in the extension of this class of techniques. In particular, they have been exploring methods for CGE system-based parameter estimation and specification testing, given limited data availability (and without calibration). Results were presented at the annual Conference on Global Trade Analysis (Purdue University), and a further small workshop has been planned for late 2003. A related paper on method was presented at the European Trade Study Group conference in Kiel. They now have been concentrating on the next phase of this research, which involves applying these techniques to examine empirical issues related to the econometric estimation of economic geography effects in general equilibrium. They have also been working on a dataset (with emphasis on Europe) covering financial market indicators and economic performance indicators. This dataset has now been largely completed, and will be posted on the Internet Summer 2003 after final validation.

Frank Barry (UCD) and his co-authors have continued to consider various aspects of the experience of the Republic of Ireland, easily the fastest-growing economy in the EU in recent years, in the light of theories of economic international trade and industrial location. This has involved scrutinising the contribution of foreign direct investment on the one hand and EU structural funds on the other to Ireland's economic transformation.  It has also involved considering the likely effects of EU enlargement on inflows of foreign direct investment to Ireland.  This work has attracted considerable attention from policy-makers in many other countries, including many EU accession countries.

A.1.3 Computable economy-wide models focusing on location issues

The Tinbergen Institute has taken the lead on this research sub-theme; during the reporting period, it has worked on a CGE model, which has been developed of world trade, including economic geography effects related to agglomeration and with an emphasis on Europe. This is being applied to the estimation of Doha Round related trade liberalisation and its impact on Europe.

The NHH and GIIS teams had previously also completed various CGE (computable general equilibrium) based analyses of the impact of European integration on industrial location and welfare inside and outside the EU. All analyses applied a newly developed CGE-model, which divides the world into ten regions, five of which are European, and 14 industries, of which 12 are imperfectly competitive. With a complete input-output structure, the model captured comparative advantage mechanisms as well as intra-industry trade and “new economic geography” agglomeration forces. One set of simulations focused on the consequences of successful transformation in Eastern Europe. The results indicated that transformation and European integration are of great importance for Eastern Europe, while the overall effects for other European regions are small.  Individual sectors in the EU, such as Textiles and Transport Equipment, are, however, in some cases strongly affected. 
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PART B – COMPARISON WITH THE JOINT PROGRAMMES OF WORK 

B.1 RESEARCH OBJECTIVES

Research objectives of the network have been to pursue an innovative and exciting programme of research exploring the impact of integration and technological change on the location of activity, and to promote training-through research of young economists in Europe. The network has been allowing young and established researchers to profit from the cross-fertilisation of different ‘technologies’, competencies and perspectives. More detailed objectives are: 

· to develop the micro-foundations of agglomeration theory to provide more precise guidance for testing, measurement, and computer simulation of the location effects of European integration;

· to enhance our understanding of empirical observations via industry case studies and computer simulations;

· to econometrically test theoretical predictions on European data;

· to assess the impact of existing policies and to evaluate proposals for new policy initiatives.

As shown in the scientific highlights and the list of publications, the Network has progressed well towards the achievement of these objectives, which were the ones set up in the contract and remain achievable.

B.2 RESEARCH METHOD

The research method has not changed from that described in the contract either. It continues to stand on three pillars: theory, empirical testing and measurement, and computable economy-wide models focusing on location issues.

As noted in the mid-term report in January 2003:

- The work on theory aims at integrating insights from two strands of the economic literature: public finance and the new economic geography. In this area the network not only produce working papers and reports, but the GIIS and CERAS teams have also been responsible for the publishing of a textbook. Another line of theoretical modelling followed within the network aims at integrating strategic interaction into the location models developed in the new economic geography.

- As for empirical analysis, important advances have been made based on the access to new data. These have included micro (firm level) data as well as data on policy variables – both types of data allowing for new insights into the determinants of industrial location. 

- The work based on computable economic model has pursued an econometric and computable general equilibrium modelling which has involved:

· Stochastic simulations with synthetic general equilibrium datasets, for development of estimation methods

· Extension of simulation-based methods to GAMS- and MPSGE-based multi-region general equilibrium models (for identification of agglomeration effects)

· Regression-based analysis of linkages between financial market integration and industry location

· CGE-based modelling of financial market linkages to industry location

· Empirical linkages between agglomeration, integration measures, and labour market performance

B.3 WORK PLAN

B.3.1 Breakdowns of tasks

B.3.1.1 Extension and Deepening of Theoretical Frameworks

This task is divided as follows – in terms of research topics and contributing teams:

· Industrial organisation, foundations of, and interaction among, agglomeration forces: NHH, LSE, Mannheim, UCD

· Cities: size and structure of urban agglomeration: LSE

· Adjustment, agglomeration and growth: GIIS, IGIER

· The influence of policy on agglomeration: NHH, GIIS, CEPR 

As section 1 has shown, the teams have all worked in the assigned areas, and progress have been made according to plan.

B.3.1.2 Testing and Measurement

This task is divided as follows – in terms of research topics and contributing teams:

· The European urban system: LSE

· The empirics of European agglomeration, patterns, strength of forces and testing competing theories: IGIER, CEPR, ENPC, LSE, NHH

· Industry case studies in Europe: CEPR and Mannheim

· Innovation and agglomeration: IGIER 

· Agglomeration and the equity versus efficiency trade-off: ENPC

As section 1 has shown, the teams have all worked in the assigned areas, and progress have been made according to plan.

B.3.1.3 Computable Economy-Wide Models Focusing on Location Issues

This task is divided as follows – in terms of research topics and contributing teams:

· Agglomeration and input-output linkages among industries: GIIS, NHH, TI

· Adjustment (labour market dimension) and other agglomeration forces: TI, GIIS

As section 1 has shown, the teams have all worked in the assigned areas, and progress have been made according to plan.

B.3.2 Schedule and Milestones

· The expected Milestones (as set up in the Contract) have been achieved during this reporting period.

· The third European Research Workshop in International Trade (ERWIT) in which Network members participated, took place on the 14 of June 2002 (25th month) and Discussion Papers have been issued (30th month) according to plan (c.f.: Part A)

· The Mid term Report has been submitted (31st month)

· The Mid-term Review meeting took place on the 16 of January 2003 (32nd month). 

· The third network workshop took place in Villars on the 17 and 18 of January 2003 (32nd month).

· Discussion Papers have been submitted in June 2003 (36th month)

· The table below lists these events, but also reflects changes that have been discussed and reported in the mid-term review report.

· A summer school open to Young Researchers, team members as well as other European students working on Economic Geography was organised jointly with the Study Centre at Gerzensee in August 2002 (27th month). (c.f.: B.4.2 on meetings and workshops). 

· A 3rd Economic Geography of Europe Conference has been added, which took place in January 2003 (32nd month).

· Finally, the table below reflects changes for the next reporting period.

· An Economic Geography workshop/Summer school is to take place in Mannheim on the 23rd June 2003 for a period of 3 days (37th month)

· A fourth Economic Geography of Europe Conference will take place on the 16th of January 2004 and will last 3 days (44th month)

· Following the 6 months extension of the contract period, up to October 2004 (53rd month), the date of the Final Conference has been moved and will be September 2004 (52nd month), instead of May 2004.

Table 1: Updated Project Schedule – Activities and Milestones – Contract 01.06.00 to 31.10.04

	Months elapsed since start date
	Milestone
	Output 
	Achievement

	
	Project begins
	
	

	1-2
	Recruitment of visiting postdoctoral researchers begins
	Advertisements and recruitment letters 
	Achieved

	1
	Network members meet at their first European Research Workshop in International Trade (ERWIT) in Copenhagen 
	ERWIT Research Workshop
	Achieved

	5
	Creation of Network Web-page
	Web page
	Achieved

	9
	First set of visiting researchers join participating institutions
Discussion Papers issued
	Contracts for visiting researchers
Discussion Papers
	Achieved

	10
	Second wave of recruitment of visiting postdoctoral researchers
	Advertisements and recruitment letters
	Achieved

	8
	First research conference for network participants. (Villars, January 01)
	First Network Conference 
	Achieved

	13
	Submission of first periodic progress report and cost statement
	Report and cost statement
	Achieved

	13
	Network members meet at their second European Research Workshop in International Trade (ERWIT) in London
	ERWIT Research Workshop
	Achieved

	20
	Second research conference for network participants (Villars, January 02)
	Second Network Conference
	Achieved

	21


	Visiting researchers join participating institutions
Discussion Papers issued
	Contracts for visiting researchers
Discussion Papers
	Achieved



	25
	Submission of second periodic progress report and cost statement
	Report and cost statement
	Achieved

	25
	Network members meet at their third European Research Workshop in International Trade (ERWIT) in Munich
	ERWIT Research Workshop
	Achieved

	27
	Team members, Young Researchers and other European Students meet  at a Summer School in Gerzensee
	Summer School 
	Achieved

	30
	Discussion Papers issued
	Discussion Papers
	Achieved

	31
	Submission of Mid-Term report
	Report 
	Achieved

	32
	Visiting researchers join participating institutions
	Contracts for visiting researchers
	Achieved

	32
	Mid-Term Review Meeting and second research workshop for network participants
	Review and workshop
	Achieved

	32
	Third research conference for network participants (Villars, January 03)
	3rd Network Conference
	Achieved

	37
	Submission of third periodic progress report and cost statement
	Report and Cost statement
	Achieved

	37
	Network members meet at their fourth European Research Workshop in International Trade (ERWIT) in Berne
	IRWIT Research Workshop
	

	37
	Discussion Papers issued 
	Discussion Papers
	

	37
	Economic Geography Workshop (Mannheim, June 2003)
	Research workshop
	

	43-48
	Continued dissemination of research output through publication in journals and public meetings
Possible publication of conference volume
	Journal publications; discussion meetings
Conference volume
	

	44
	4th research conference for Network participant
	4th Network Conference
	

	49
	Network members meet at their fifth European Research Workshop in International Trade (ERWIT)
	IRWIT Research Workshop
	

	52
	Final Network Conference
	Final Network Conference
	

	54
	Submission of Final report and cost statement
	Report and cost statement
	


B.3.3 Research efforts of the participants

There have only been some slight changes to the plan for the research effort of the participants. These changes have been reported in the 2nd Scientific Report as well as in the mid-term review scientific report. These apply to the Tinbergen team, the NHH team and the UCD team. The changes imply some reallocation of resources between Tinbergen and UCD, as well as some reallocation between types of young researchers employed (pre doc versus post doc). All together, the changes imply an increased research effort in terms of young researcher man months delivered by the network. There is some uncertainty as regards the status of Nicola Coniglio (Young Researcher, NHH).  He has been hired as pre doc for the five months 01.03.-31.06.03 and post doc for the following six months 01.08.03-31.01.04.  However, it is now clear that he will not be able to defend his PhD until December 03 at the earliest, and he remain pre-doc throughout his contract period. This will only affect the mix of pre doc and post doc man months, not the total number of man months for the project.  Diego Puga is referred to in this report as young researcher, NHH.  However, it should be noted that he was young researcher at LSE until 31.07.02 and at NHH as from 01.08.02. 

Please note that the figures in table two pertaining to young researchers have been adjusted according to the proposed changes.

Table 2: Research Effort of the Participants (person-months)

	
	Professional Research Effort on the Network Project



	Participant
	Young researchers to be financed by the contract
(person-months)
(a)
	Researchers to be financed from other sources
(person-months)
(b)
	Researchers likely to 
contribute to the project
(number of individuals)
(c)

	NHH
	34.5
	20
	5

	ENPC
	42
	20
	5

	GIIS
	36
	20
	5

	IGIER
	42
	60
	10

	LSE
	42
	28
	6

	MANNHEIM
	42
	68
	11

	TI
	30
	20
	5

	CEPR
	0
	0
	0

	UCD
	24
	12
	4


B.4 ORGANISATION AND MANAGEMENT

B.4.1 Communication Strategy and Information Dissemination

Coordination and Management

A number of the participating institutions in the proposed network have previous experience of collaboration, which facilitates the management of the network. Some of the network partners had previously collaborated in joint research. This has allowed a rapid close interaction between researchers in the network. 

The Network is co-ordinated by Dr. Karen-Helene Midelfart, in NHH, an institution that has extensive experience in managing research projects and Network. 

NHH, together with CEPR staff, ensures that communication among the participating institutions is effective and monitors the network’s progress in achieving its objectives. 

CEPR provides also a set of common services to the network, such as the circulation of research results in CEPR Discussion Papers (DP) Series in order to receive the widest possible professional scrutiny, both in the research and the policy communities (see below). Another example of services provided by CEPR is the wide distribution of its newsletter European Economic Perspectives, which includes highlights of the network research.

Network’s workshops, conferences and summer school have been organised where team members have been able to meet on a regular basis (see below).

Communication and dissemination: Web Sites


The Network also has its own website, which appears as part of the CEPR page, at the address:

http://www.cepr.org/research/networks/ITRTN/. 

The webpage contains details of the Network’s research, publications and meetings, in addition to a full list of the people involved at each node.
 The web page provides links to all web pages of the participating institutions in the network and to key members of the different respective teams. Home pages of members are:

Norwegian School of Economics and Business (NHH) 

   MACROBUTTON HtmlResAnchor http://www.nhh.no/

Ecole Nationale des Ponts et Chaussées (ENPC)

http://www.enpc.fr/

Graduate Institute for International Studies (GIIS)

   MACROBUTTON HtmlResAnchor http://heiwww.unige.ch/

Innocenzo Gasparini Institute for Economic Research, Università Bocconi (IGIER) 

http://www.igier.uni-bocconi.it/

The Centre for Economic Performance at the London School of Economics (LSE)

http://cep.lse.ac.uk

University of Mannheim (Mannheim)

http://www.uni-mannheim.de/

Tinbergen Institute (TI)

http://   MACROBUTTON HtmlResAnchor www.intereconomics.com/francois

Centre for Economic Policy Research (CEPR): 

http://www.cepr.org

National University of Ireland, Dublin (UCD)

http://www.ucd.ie/
The network is also advertised on the newsletter page of European Trade study Group (ETSG): 

http://   MACROBUTTON HtmlResAnchor www.etsg.org

A number of the senior researchers active in the network post their datasets on their web pages, which can be accessed directly through the home page of the network. TI’s datasets, as developed, will be posted on Prof. François’ web page:

www.intereconomics.com/francois
Communication and Dissemination: CEPR Discussion Papers and Newsletter

The dissemination of the research of the network takes place through CEPR Discussion paper series, which are circulated widely in the research and policy community. On average 500 copies of each Discussion Paper are circulated throughout Europe and the rest of the world. CEPR Discussion Papers are also abstracted widely, and summaries of the papers are also distributed on a monthly basis by electronic mail to over 3,000 individuals. Each Discussion Paper appears on CEPR’s webpage. In addition to the CEPR discussion paper series, the research of the different teams is also disseminated through their respective institutional discussion paper series.

During this reporting period 17 CEPR discussion papers were published.


In addition highlights of the network research are featured in CEPR ‘s newsletter, European Economic Perspectives, which is distributed to over 11,000 members of the policy community and the private sector world-wide. Moreover, the Centre’s Bulletin, circulated to an audience of over 7000 mainly academic recipients, contains reports of its workshops and conferences and include summaries of the network’s meetings.

Communication and dissemination: Presentations

Team members have also given many presentations on their work within the Network:

· Karolien De Bruyne (Young Researcher, NHH) has presented 

“The Location of Economic Activity. Is there a Spatial Employment Structure in Belgium?” at:

· Staff Seminar, NHH, Bergen, October 2003

· CEPR Workshop on the Economic Geography of Europe: Measurement, Testing and Policy Simulations. Villars, January, 2003.
· Jan I. Haaland (NHH) has presented 

“Domestic Labour Markets and Foreign Direct Investment” (co-author Ian Wooton (LSE)), CEPR workshop on “Globalization and Labour Markets”, Bergen, May 2003.

· Hans Jarle Kind (NHH) has presented 

 “”Why corporate taxes may rise: The case of trade liberalization and foreign ownership” (co-authors Karen Helene Midelfart and Guttorm Schjelderup), The 25th National Research Conference for Economists, Bergen, January 2003.

· Karen Helene Midelfart (NHH) has presented 

“”Why corporate taxes may rise: The case of economic integration” (co-authors Hans Jarle Kind and Guttorm Schjelderup) at 

· Nordic International Trade Seminars (NOITS), NHH, Bergen, May 2003.

· Seminar at LSE, March 2003

· Henry B. Overman (Young Researcher, NHH) has presented 

“Trade Shocks and Location: The Impact of EU Accession on the UK”, at

· CEPR Workshop on the Economic Geography of Europe: Measurement, Testing and Policy Simulations. Villars, January, 2003.

· CEPR Workshop on “Cities and Geography”, Paris, December 2002.
· Diego Puga (Young Researcher, NHH) has presented 

“Sprawl: A portrait from space”, at

· Seminar, Harvard University, March 2003

· Seminar, INRS Urbanisation, Montreal, March 2003

“Knowledge creation and control in organizations”, at
· Seminar, Penn State University, February 2003-08-01
· CIAR, Economic Growth Programme Meeting, Victoria, Canada, June 2002
“Micro-foundations of urban agglomeration economies”, at

· NBER International Trade and Investment Program Meeting, Palo Alto, December 2002
· Regional Science Association International North American Meetings, Puerto Rico, November 2002
"Integración y desigualdades regionales en Europa", at 

Universitat de Barcelona (Els Juliols), July 2002,

"Dos aspectos de la creciente interdependencia urbana", at 

Revista de Economía Aplicada lecture at the XXVII Simposio de Análisis Económico, Salamanca, Spain, December 2002,

· Pierre-Philippe Combes (CERAS) presented the following paper:

“The Spatial Distribution of Economic Activities in the European Union( CEPR Workshop on “Cities and Geography”, Paris, 12/14 December 2002.
· Philippe Martin (CERAS) presented 

“Agglomeration and ( CEPR Workshop on “Cities and Geography”, Paris, 12/14 December 2002.
· Thierry Mayer (CERAS) presented

“Can Business and Social Networks Explain the Border Effect Puzzle?”, VIII Coalition Theory Workshop, Aix-en-Provence, January 24-25 2003.

“Illusory Border Effects: Distance mismeasurement inflates estimates of home bias in trade.” CEPR Workshop on the Economic Geography of Europe: Measurement, Testing and Policy Simulations. Villars, January 17-18 2003.

“The Empirics of Agglomeration and Trade.” CEPR Workshop on “Cities and Geography”, Paris, 12/14 December 2002.

“How do firms Agglomerate? A Study of FDI in France”, University of Kiel, December 2 2002.
· Miren Lafourcade (CERAS) presented

“Can Business and Social Networks Explain the Border Effect Puzzle?” at numerous conferences and workshops : The Royal Economic Society Annual Conference, Warwick, 7-9 April 2003. 

The 17th Annual Congress of the European Economic Association (EEA), Venise, 22-28 August 2002. 
Annual Conference of the European Association for Research in Industrial Economics (EARIE), Madrid, 5-8 September 2002. 
Workshop on Border regions, Frontiers in Economic Research, Practical Experiences and Political Perspectives, Hamburg Institute of International Economics (HWWA), Hamburg, 16-18 June 2002. 
CEPR European Research Workshop in International Trade (ERWIT), Munich, 14-17 June 2002 

· In the first five months of 2003, Giovanni Peri (IGIER) represented the Network at the following conferences and workshops:

Centre for European Economic Research, Summer Institute, Heidelberg, Germany.

Society of Economic Dynamics, Conference, Paris, France

Society of Population Economics Conference, New York, NY USA

University of Washington, Seattle, Wa USA

CEPR Conference “Macroeconomics and Geography”, Modena, Italy

University of California, Santa Cruz, Ca USA

CESifo Macroeconomic Conference Munich, Germany

University of California Berkeley, CA USA

· Gianmarco Ottaviano (GIIS, Young Researcher) gave the following presentations

“Market access and tax competition”,. Université Paris Sorbonne, France. 5/2002

“Regional policies in the global economy”. HWWA, Hamburg, Germany. 11/2002 

“Agglomeration and economic geography” ENPC-CERAS, Paris, France 12/2002
· Laura Bottazzi (IGIER) has attended and presented papers at the following conferences:

University of Washington, Seattle, Wa USA

CEPR Conference “Macroeconomics and Geography”, Modena, Italy

CESifo Macroeconomic Conference Munich

· Enrico Pennings (Young Researcher, IGIER) has presented:

‘The Hazard Rate of Foreign Direct Investment in Transition Economies: A Direct Investment of a Real Option Model’ (joint work with Carlo Altomonte, Università Bocconi) at the annual RTN meeting in Villars on January 18. 

On April 1, he presented the same paper at the Econometrics seminar series at IGIER, Università Bocconi. 

The paper has also been accepted for presentation at the annual meeting of the European Association for Research in Industrial Economics, to be held in Helsinki at the end of August

· Manuel Fernandez (IGIER) has presented the paper:

‘Complementarity in Innovation Strategies: Evidence from Pharmaceutical Dynamic Panel Data’ at Pisa University and then in August at the EARIE.

· LSE team members have contributed to the public debate on globalisation and continued to undertake foundational research on international and spatial economics and on international monetary issues. 

· Venables and Winters (LSE) contributed to ‘Making Sense of Globalisation’ a report produced for the President of the European Commission and distributed by CEPR, and Venables advised the House of Lords Economic Affairs committee in the report into Globalisation. 

· Winters (LSE) organised, with Robert Baldwin (Wisconsin), a CEPR/NBER conference on ‘Challenges to Globalisation’ (proceedings tobe published by Chicago University Press), addressing various criticisms of globalisation

· Alejandro Cuñat (Young Researcher, LSE) gave successful presentations at: the Minnesota Summer Macro Workshop (July 2002) and the NBER International Trade Summer Institute (August 2002):

“Neo-classical Growth and Commodity Trade,” (joint with Marco Maffezzoli). 

“Heckscher-Ohlin Business Cycles,” (joint with Marco Maffezzoli). 

“Trade Integration and Growth,” (joint with Marco Maffezzoli). 

“The Growth of World Trade,” (joint with Marco Maffezzoli).

· Stephen Redding (LSE)

'Liberalisation, Institutions, and Industrial Performance: Evidence from India' (joint with Philippe Aghion, Robin Burgess, and Fabrizio Zilibotti), presented at the NBER Summer Institute 2002.

'Distance, Skill-Deepening, and Development: Will Peripheral Countries Ever Get Rich?' (joint with Peter Schott), presented at Empirical Investigations in International Trade Conference 2002 in Atlanta and NBER Conference on 'Latin America: Globalisation and Social Conditions' 2002 in Monterrey.

'Technological Convergence and Foreign Ownership at the Micro Level' (joint with Rachel Griffith and Helen Simpson), presented at Royal Economic Society 2002 and CEPR Conference on FDI and the Multinational Corporation 2002 in Hydra, Greece.

'Intra-industry Dynamics with Heterogeneous Firms and Endogenous Product Choice: Theory and Evidence' (joint with Andrew Bernard and Peter Schott), presented at Nottingham Conference on Exports and Productivity and CEPR Conference on Innovation and the Structure of Product Market Competition 2002 in London.

“Explaining Cross-Country Export Performance: International Linkages and Internal Geography” (co-author A.J. Venables), presented at 15th Annual Trio Conference (supported by NBER-CEPR-TCER-RIETE) New Development in Empirical International Trade , December 2002 in Tokyo.

· J. François (Tinbergen Institute) has presented Network related papers at:

The ETSG Meetings in Kiel

· Frank Barry (UCD) presented

“Enlargement and the EU Periphery”, European Union Centre of New York and Graduate Centre, City University of New York, May 1, 2003

“The Irish Boom: Lessons for Canada’s Atlantic Provinces?”, Senior civil servants, Provincial Building, St. John’s, Newfoundland, April 25, 2003 (morning); Trade union and business leaders, St. John’s, Newfoundland, April 25, 2003 (afternoon).

“Competitiveness Implications for Ireland of EU Enlargement”, Statistical and Social Inquiry Society of Ireland, February 5, 2003

IBEC Conference on Our Future in Europe – The Nice Treaty and Beyond; Dublin, September 20, 2002, Institute of International Trade of Ireland, July 11, 2002
“Tax Harmonisation and the Irish National Interest”, Institute of European Affairs, January 30, 2003

“Host-Economy Effects of FDI: A Case Study of Ireland”, Centre for Innovation and Structural Change, NUI-Galway, November 8, 2002
“EU Regional Aid and the Irish Boom”, World Bank conference on “Income Convergence and European Regional Policy: Impact, Priorities and Prospects for the EU Candidate Countries”, Barcelona, October 10-12, 2002

“Economic Policy, Income Convergence and Structural Change in the EU Periphery”, ISEG, Technical University of Lisbon, October 2002.
“Understanding Ireland’s Economic Growth”, ISEG, Technical University of Lisbon, October 2002

· Peter Neary (UCD) presented:

"International trade in general oligopolistic equilibrium."

· Seminar, Universidad Carlos III, Madrid, 14 October 2002.

· Seminar, Princeton University, 5 March 2003.

· Seminar, Harvard University, 12 March 2003.

"Competitive versus comparative advantage"

· European Trade Study Group Conference, Institute for World Economics, Kiel, Germany,15 September 2002.

"Globalisation and market structure"

· European Economic Association Annual Conference, Venice, 22 August 2002.

· Latin American and Caribbean Economic Association Annual Conference, Madrid, 13 October 2002.

· Conference on Global Linkages and Economic Performance, De Nederlandse Bank, Amsterdam, 14 November 2002.

· Ohlin Lectures, Stockholm School of Economics, 27-28 November 2002.

· Conference on Globalisation et Gouvernance, Hier et Aujourd'hui, Site Jourdan de l'Ecole Normale Sup‚rieure, Paris, 19 December 2002.

· Seminar, CERGE-EI, Charles University, Prague, Czech Republic, 13 February 2003.

· Conference on The Wealth of Nations: Extending the Tinbergen Heritage, Erasmus University, Rotterdam, 11 April 2003.

· Münchner Seminar, CES-ifo, Munich, 5 May 2003.

"Cross-border mergers as instruments of comparative advantage."

· Seminar, Keele University, England, 6 November 2002.

· Seminar, Dublin Economics Workshop, University College Dublin, 10 January 2003.

· CEPR Workshop on The Economic Geography of Europe: Measurement, Testing and Policy Simulations, Villars, Switzerland, 18 January 2003.

· Irish Economic Association Annual Conference, Limerick, 26 April 2003.

· Hans Möller Seminar, Ludwig-Maximilian University, Munich, 6 May 2003.

· Conference on Competition, Contracts and International Trade, Christian-Albrechts, University, Kiel, 24 May.

· Seminar, Brunel University, London, 28 May 2003.

· Seminar, Bank of Italy, Rome, 11 June 2003.

· Conference on Trade, Competition and Market Structure, University of Birmingham, 13 June 2003.

"Hype and hyperbolas revisited: Market structure and the new economic geography."

· Seminar, Cambridge University, 26 February 2003.

"Europe on the road to Doha: Towards a new global trade round."

· Munich Economic Summit, Munich, 3 May 2003.

· Joe Tharakan (Young Researcher, UCD) presented:

"On the impact of labour market matching on regional disparities", International Economic Association Conference, Lisbon, September 2002.

"Search, unemployment and temporary contracts", Workshop, University College Dublin, February 2003.

B.4.2 Meetings and Workshops

Planning meetings

· Fourth planning meeting
A fourth planning meeting was held after the third workshop In Villars, January 2003, where the team leaders discussed once again the progress of the Network, planned the final conference, to be held in September 2004, and discussed the summer school for young researchers planned to be hosted by the Mannheim team in June 2003.

Workshops and Conferences

· Annual European Research Workshop in International Trade – ERWIT (Munich, 14 –17 June 2002)

The European Workshop in International Trade has met annually since 1988. It has become the leading research forum in international trade theory and policy in Europe and has played a significant role in raising the profile and quality of research in international economics in Europe. Once again, this meeting gave the opportunity to bring together a critical mass of researchers in the field, including the leading trade economists in Europe, and some from the US. It provides a unique opportunity to discuss research and to provide young researchers with the opportunity to meet and discuss their work with senior economists. The programme ran for four days, combining workshop sessions with time for collaboration and consultation. Some hosts have found the benefits to extend beyond the few days over which ERWIT was held, as it leads to collaborative research programmes between researchers as well as links between institutions. 

It was organised by Professor Dalia Marin, Dr Stephen Redding, Professor Anthony J. Venables and Professor Thierry Verdier.  A large number of network members participated in, and presented papers at, the workshop.

A programme of this event is available in Annex 2 of this report.

· Summer school in Gerzensee (19-23 August 2002)

The Network, jointly with the Study Centre Gerzensee, offered a one-week course on Economic Geography taught by Tony Venables. This course was offered mainly to pre- and post-doctoral students participating in the Network and Students at Swiss universities. A program/reading list is available in Annex 3 0f this report.

· Third Network Research Conference, in Villars, 17-18 January 2003

This workshop took place in Villars, Switzerland, on January 17-18, 2003. It was organised by Karen-Helen Midelfart (NHH) and Anthony J. Venables (LSE). 

During this workshop, the following issues were addressed:

· A search for multiple equilibria in urban industrial structure

· Communication externalities in cities

· The location of economic activity: Is there a spatial employment structure in Belgium?

· The spatial distribution of economic activities in the EU

· Timeliness, trade and location

· Cross-Border mergers as instruments of comparative advantage

· Managerial incentives and the international organisation of production

· Wage differences across French local labour markets

· Meet the family: the CP family of NEG models

· Illusory border effects: distance mismeasurement inflates estimates of home bias in trade

· High Tech clusters, technology spillovers and trade secret laws

· The hazard rate of FDI in Transition economies: a direct estimation of real option model

Frederic Robert Nicoud (GIIS) wrote a report on this workshop, available in Annex 1 of this report. He summarised the scientific results achieved for each of the above-mentioned issues which were discussed during this workshop. This report is partly based on the presentations, partly based on the papers themselves.

B.4.3 Networking

Members of the Network met on a regular basis at the Network conferences and workshops, as well as at the European Research Workshop in International Trade, all mentioned above. At most of these events, time was reserved for independent work and collaborative research with other participants. Their regular participation in these events further enhanced their other networking activities (e-discussion, bilateral visits). For instance, they proved very helpful when the Tinbergen Institute invested in database development for exploring linkages between financial market integration and the geographic location of activity.

Team members have regularly visited each others’ institutions. Stephen Redding from the LSE, for instance, visited the Tinbergen Institute, to present his research on empirical linkages between geography and the cross-country distribution of income. Prof. Ian Wooton, from CEPR, has visited the Tinbergen Institute and has also visited NHH twice for collaboration under the project.  Prof. Jan I. Haaland from NHH visited Prof. Wooton at University of Glasgow in February 2003 for further collaboration.  Karen Helene Midelfart has visited LSE three times during the reporting period to work with Henry Overman and Prof. Venables.

LSE was host to Professor Paul Krugman, Princeton University from 06.06.-15.07.02.  During his visit he gave a seminar entitled “The next big problem”.

B.5 TRAINING

B.5.1 Measures taken to publicise vacant positions

CEPR has been in charge of particular efforts to disseminate information about the network in order to attract high quality applications. In particular, CEPR has advertised the positions as follows:

· advertisements via the Internet, through various economics-related newsgroups and mailing lists (CEPR, for example, already distributes information concerning its meetings and Discussion Papers via electronic mail).

· notices in the CEPR Bulletin and on CEPR’s website
· letters to heads of economics departments in Europe and the United States

· advertisements in newsletters and other publications of the European Economic Association

· letters to the approximately 3000 European academics on the CEPR mailing list 

· posters and ‘recruiting sessions’ at the annual meeting of the European Economic Association and the American Economic Association

In addition, teams have advertised vacancies on their own web pages.

B.5.2 Progress in recruitment of young researchers (pre-doc and Post-doc)

	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)

	NHH
	17
	17.5
	34.5
	
	
	34.5

	CERAS
	18
	24
	42
	0
	24
	24

	GIIS
	12
	24
	36
	3
	24
	27

	IGIER
	6
	36
	42
	6
	33
	39

	LSE
	18
	24
	42
	6
	24
	30

	MANNHEIM
	18
	24
	42
	0
	24
	24

	TI
	24
	6
	30
	24
	4.75
	28.75

	UCD
	0
	24
	24
	0
	24
	24

	TOTAL
	113
	179.5
	292.5
	
	
	231.25


Short Comment:

Please note that the figures in above table have been adjusted according to the proposed changes to the plan for the research effort for NHH (see 2nd Annual Scientific Report and Mid-Term review report), as well as for TI (Please see below).

Explanation of any change in the pre- and post-docs from the contract. Comment on the progress of recruitment to date and the projection for the next years:


Att NHH the number of allocated man months will be completed by 31.05.04. Nicola Coniglio’s contract expires on 31.01.04 and the contracts of Henry Overman and Diego Puga expire on 31.05.04.

NHH were initially allocated 32 man months, of which 8 were pre doc and 24 post doc months.  However, some of the post doc months have been switched to pre doc and the team will deliver a total of 34,5 man months. 17 of these were planned as pre and 17,5 as post doc months. As it turns out, there is some uncertainty as regards the status of Nicola Coniglio (Young Researcher, NHH).  For the current and next reporting periods he has been hired as pre doc for the five months 01.03.-31.06.03 and post doc for the following six months 01.08.03-31.01.04.  However, it is now clear that he will not be able to defend his PhD until December 03 at the earliest, and he may therefore remain a pre doc throughout his contract period. This will only affect the mix of pre doc and post doc man months, not the total number of man months for the project.  

Next year, CERAS will recruit Elisenda Paluzie for the equivalent of 9 month predoc (6 effective months postdoctoral). They also are in advanced talks with Giordano Mion to recruit him as a predoc during the year.

At GIIS, 24 man-months for postdoctoral researcher have been allocated to Gianmarco I.P. Ottaviano from February 1, 2001 to January 31, 2003. Besides, Frederic Gallo filled 3 man months as a pre-doctoral young researcher from 1 September to 30 November 2002. Therefore, there only remain 9 unspent man months, which should be used by the end of the contract.

At IGIER, the number of allocated man-months will be reached on the 31st of August 2003, when Enrico Pennings (post doctoral) will finish his 36-month contract.

At LSE, 24 man-months for a post doctoral young researcher (Alejandro Cuñat) and 6 for a pre doctoral young researcher (Thomas Chaney) have been allocated. This leaves some unspent pre doctoral man months, which might be transferred to post-doctoral.

In Mannheim, 24 man-months have been allocated to Giancarlo Spagnolo (post-doc). This leaves 18 man-months for pre-doctoral researchers that should be used during the next reporting periods.

TI has filled the pre-doc position with Felix Eschenbach (German). They have appointed Dr. Carmen Fillat (Spain – University of Zaragoza) to work on the project as a part-time post-doc researcher.  She has been appointed on a visiting basis. This completes their months commitment. As of May 2003, Eschenbach has completed his time allocation under the project. Fillat will complete her time allocation over Summer 2003. 

Note that the terms of the contract were amended, as time between pre- and post-doc allocations was shifted. This in turn freed up funds, which TI agreed to transfer to UCD.

Joe Tharakan has been in UCD since September 2001, as a post-doc funded fully by this network. His contract ends in August 2003, when he will take up a Lectureship in the Department of Economics, National University of Ireland, Maynooth.

B.5.3 Integration of Young Researchers into the research programme

Karolien De Bruyne was part of the NHH team for the four-month period September-December 2002.  Despite her short stay, she became very well integrated into the team.  She gave a staff seminar at the school in October 2002, and also presented a paper at the network’s 3rd workshop in Villars in January 2003.  A paper that she worked on while in Bergen will be presented at the ETSG in Madrid in September.

Nicola Coniglio returned to NHH in March 2003 for a second engagement as a young researcher (11months).  His first appointment in 2002 was for 8 months. He applied to return to Bergen as he finds there is a far greater interest in his field of work in Bergen than in his home scientific environment at the University of Glasgow.   He is very well integrated in the team and in the department as a whole, and has had ample opportunity to get feedback on the work on his thesis.  He attended the RTN summer school in Gerzensee in August 2002, and also the network’s third workshop in Villars, January 2003.  A paper that he has been working on in Bergen will be presented at the European Regional Science Association (ERSA) congress 2003, which will be held in Finland in August.  

Henry B. Overman is post-doc at NHH for a total of seven and a half months over the period June 2002 to May 2004.  He is working closely with Karen Helene Midelfart, and they are co-authors on several papers.  He attended the Network’s 3rd workshop in Villars, where he also presented a paper.  In October 2002 he gave a seminar entitled “Regional policies and location of industry” to the Norwegian Ministry for Trade and Industry.  This seminar was part of a series of seminars given by the NHH staff to the Ministry (See B5.6.).

Diego Puga is post-doc at NHH for a total of five months over the period August 2002 to May 2004.  He works closely with Karen Helene Midelfart as well as other team members, and has made several contributions to the newsletter that the NHH team organises. He also attended the Network’s 3rd workshop in Villars.

Elisenda Paluzie and Giordano Mion (CERAS) are very well connected with CERAS empirical TEAM, both in scientific terms (they both work on empirical validations of new economic geography) and because they frequently visited CERAS in previous occasions.

Frederic Gallo and Gianmarco Ottaviano (GIIS) have been very well integrated in GIIS teams. They have participated in the Network conferences and workshops, they have worked jointly with other team members on various papers.

Manuel Fernandez (IGIER), PhD student at Pompeu Fabra, has been awarded a 6 month pre-doc fellowship at IGIER. He has contributed a lot at the discussion at the seminars held at IGIER. He has collaborated with Laura Bottazzi.

IGIER held two seminar series a week: one macro and one micro seminar. Both Enrico Pennings and Manuel Ferdandez have presented their work at a seminar.

At LSE, Thomas Chaney was hired as a pre doc from 1st September 2002 to 28 February 2003 (6 months) and Alejandro Cuñat has been hired as a post doc for a period of two years from 1/09/01 to 31/8/03. Both researchers very well integrated in the team: they gave presentations at several conferences and worked jointly with various other team members.

Giancarlo Spagnolo, post-doc in Mannheim until 30th September 2002, has worked actively within the team and has produced a high number of papers resulting from this teamwork. All of them have been listed and detailed in the two previous annual reports and in the mid-term review annual report.

Both Felix Eschenbach and Carmen Fillat (Tinbergen Institute) are working with Joseph Francois on joint research projects.  These have led to Tinbergen Institute discussion papers. These papers will be submitted over the course of 2003 to the CEPR discussion paper series and to refereed journals. Dr. Fillat is working with Prof. Francois on general equilibrium econometric modelling of geography/agglomeration effects in the context of European integration (with emphasis on Spain’s accession to the EU). Mr. Eschenbach is working with Prof. Francois on empirical linkages between financial market integration and the geographic location of industry. Eschenbach and Fillat are working jointly with Prof. Francois on the theory of factor mobility and its impact on the location of industry

Eschenbach and Fillat have both completed courses in general equilibrium modelling, through the Tinbergen Institute. Eschenbach and Fillat have also taken TI-based coursework on international trade (with some emphasis on geography).

Eschenbach presented a paper, based on his project research, at the European Trade Study Group conference in Brussels in September 2001. He made a workshop presentation at the network meeting in January 2002.  He has also made presentations of his research at the EEA meetings in 2002, and will do so in 2003.

Fillat is also participating in the 2003 geography RTN summer school in Mannheim.

Joe Tharakan (UCD) has been a full member of the Economics Department at UCD in the past two years. While he has had no teaching and no serious administration, he has nonetheless participated actively in departmental activities. He organised a workshop on economic theory jointly with Peter Neary in 2001-2002 and with Professor Morgan Kelly in 2002-2003.

B.5.4 Training of the Young Researchers

The methods used to integrate the young researchers into the work of the Network have been discussed elsewhere in this report, but they include:

· Cross-node supervision

· Visits of researchers to other Network partners – LSE/NHH

· Participation in Network workshops; young researchers are encouraged to chair sessions and act as discussants in addition to presenting their own research

· Encouragement to participate in international conferences, including non-Network CEPR events which are related to the young researchers work, for example the European Research Workshop in International Trade (ERWIT)

· Joint research initiatives 

· Opportunities to gain teaching experience

· Summer schools especially held for them under the auspices of the network. 

B.5.5 Promotion of Equal Opportunities

When advertising the positions for Young Researchers, applications were explicitly encouraged from suitably qualified female researchers.

B.5.6 Connections to industrial and commercial enterprises

· The LSE team has over the last year worked as advisors to the UK Treasury regarding regional policy issues.

·  Karen-Helene Midelfart (NHH) has given seminars at, as well as acted as advisor to, the Norwegian Ministry of Trade and Industry. She has also been appointed member of a public commission appointed by the Norwegian government to consider a Norwegian tax reform.
· During the autumn of 2002, the NHH team has given a series of seminars to the Norwegian Ministry of Trade and Industry: 

· Haaland, Jan I., ”Theory for international trade”, October 2002

· Midelfart, Karen Helene, ”Industrial clusters and location of economic activity”, October 2002

· Overman, Henry (Young Researcher, NHH), “Regional policies and location of industry”, October 2002

· Orvedal, Linda, ”Industrial structure and competitiveness – and policy implications”, October 2002

This work is being continued through a research project for the Ministry on “Implications for Norwegian Industrial Policy of Central Development Features within EU”.

· Diego Puga (Young Researcher, NHH) gave at talk on Globalization and urban interdependence: implications for Barcelona to Comisión del Plan Estratégico del Area Metropolitana de Barcelona, in July 2002.

· Nicola Coniglio (Young Researcher, NHH) has undertaken a study financed by the regional government of Basilicata in southern Italy concerning a regional policy aimed at investing in human capital. The research has involved frequent contact with functionaries of the regional authority (Regione Basilicata). The results have been disseminated to key policymakers of the region and have resulted in a paper that will be presented at the European Regional Science Association (ERSA) congress 2003 in Jyvaskyla, 27-30.08.03. Finally, he has organised a workshop in Bari in collaboration with policy makers of the region that took place in March 2003.

· Jan I. Haaland (NHH) has given a one-day lecture on industrial policy, including economic geography, to participants at a master of public management course organised by NHH.  Participants were mainly representatives of various Norwegian ministries and public management.

· Linda Orvedal (NHH) took part in a seminar for the Norwegian Parliament’s Financial Committee in which she gave a presentation entitled “Norwegian Industrial Structure and Competitiveness – Value Added and Internationalization of Norwegian Trade and Industry”.

· The NHH team has contributed to a newsletter of which Karen Helene Midelfart is the editor, and which has a distribution of 1500 issues to Norwegian policy makers, trade and industry. The newsletter is published by Centre for International Economics and Shipping (SIOS) at NHH/SNF. 

The following articles by members of the team have appeared during the reporting period:

Haaland, J.I., “WTO and foreign direct investments”, SIOS News

3/02, October 2003

Midelfart, K.H., “Proposed Changes to the Norwegian Tax System”, SIOS News 1/03, April, 2003 (The article sums up the results from the work of a public commission appointed by the Norwegian government to consider a Norwegian tax reform of which Midelfart was a member. The commission concluded its work in February 2003.)

Orvedal, L., “Industrial Clusters and Industrial Policy”, SIOS News

1/03, April 2003

Puga, D. (Young Researcher, NHH), “The Role of Diversified 

Cities in Fostering Innovation”, SIOS News 2/02, June 2002.

Puga, D. (Young Researcher, NHH), “Does Transport Infrastructure Reduce Regional Inequalities?”, SIOS News 4/02, December 2002.

· Various of the network’s publications have been picked up and discussed in the media; e.g. 

· Duranton, G. (LSE) and H. Overman (Young Researcher, NHH) “Localisation in UK manufacturing: Assessing non-randomness using micro-geographic data” (the Scotsman and the Observer)

· Midelfart, K.H. (NHH) and H. Overman (Young Researcher, NHH) “Delocation and European integration: Is structural spending justified?” (the Economist)

· Overman, H. (Young Researcher, NHH). Article on “the Future of cities” for the Economic Review (aimed at school children studying economics.

B.6 DIFFICULTIES

UCD suffers from the relative lack of secretarial support (2 full-time secretaries for an active department with 25 permanent teaching staff) which continues to impose strains on all members. It means that all the administrative burden of a network such as this has to be done by the co-ordinator (Professor Neary), which is a serious diversion from training and research time. As always, this is yet another way in which most European economics departments lag behind those in the U.S.  Without the support of the CEPR, it would be impossible for UCD to participate in this network; even with their support, the reporting burden takes away from the benefits.

PAGE  
1

