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Heterogeneous Firms, Trade and Inequality
% B3k
Abstract

There is a long tradition of trade theories to concern the effect of trade on the distribution of
income within a country; however the traditional H-O model fails to explain the increasing
inequality in both developing and developed countries. This model combines the concept of

fixed trading costs a la Melitz(2003) with financial market imperfections and agent's
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heterogeneity in initial wealth to link inequality with trade. The model shows that trade
increases inequality and has larger impact on in equality when the imperfections are more
severe. The model also considers countries asymmetric in degree of imperfections and links

trade with inequality across countries.

Estimating Demand for Cellular Phone Service
under Nonlinear Pricing

Ching-1 Huang*

October 2, 2007

Ahbstract

Cellular phone carriers typically offer complicated nonlinear tariffs, Consumers make a
discrete choice among several rate plans. Each plan has a nonlinear price schedule, and price is
usually lower for in-network calls. 1 present an empirical framework to estimate demand under
such nonlinear pricing schemes by using parsimonious data and apply the estimation method to
ana|_v'z.e the cellular phone service market in Taiwan. Based on the estimated mudeL I evaluate
the impacts of termination-based pricing schemes on the market structure. While the existence
of in-network discounts causes considerable tipping effects on market shares, the effects come
primarily from reducing the average prices, not from the difference between in-network and
off-network prices. There is no evidence showing that termination-based pricing by itself has

significant effects on market structure.

*Department of Economics, National Taiwan University, Taipei, Taiwan, E-mail: chingihuang@ntu.edu.tw. [
would like to thank Aviv Nevo, John Panzar, Robert Porter, and William Rogerson for helpful comments and
diseussions. The Survey of Family Income and Expenditure was carried out by the Directorate General of Budget,
Accounting, and Statistics of the Taiwan Government. The Center for Survey Research of Academia Sinica is
responsible for the data distribution. I appreciate the assistance in providing data. Financial supports from Chiang
Ching-kuo Foundation for International Scholarly Exchange, Center for the Study of Industrial Organization af
MNorthwestern University and the National Science Council in Taiwan are gratefully acknowledged. All remaining
CITOTS are mine.
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Networks and Market Structures
RRZ
Abstract
A new model developed in recent years has emphasized that a network of sellers and buyers, instead
of a market, makes an economic exchange event happen. A seller and a buyer must form a
relationship link in order to exchange goods. For instance, peddlers have to travel around to meet
potential customers to sell goods, or companies have to circularize their mail-order catalogs to make
consumers aware. Suppose a fixed number of sellers and buyers existed and intend to exchange
goods. We aim to develop a seller-buyer network model, then study agents' strategies and
equilibrium market structures. We will also discuss whether the formation of a monopoly or an
oligopoly market mainly caused by high market entrance barriers, or it may just be one possible
equilibrium outcome. Finally we will release the condition of a fixed number of players, and study
the relationship between the market structures and sellers' product cost functions.

Keywords: Trading network, Market structure
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Abstract
Based on past, published works, the proposed study aims at exploring the relevance between
benchmark and human behavior. They study is of significance on at least two respects. First, it

expands and enriches the study concerning benchmarks. Secondly, it focuses on how various
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benchmarks influence human behavior, thus contributing to making the micro foundations of

economics more solid.

Keywords: benchmark, methodology, cognitive science, behavioral theory.
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Bank Merger and Survival : Taiwan’s Experience
Wan-Chun Liu**and Chen-Min Hsu*®

* Department of International Trade, Takming University of Science and Technology, Taipei 114,
Taiwan, ROC
® Department of Economics, National Taiwan University, Taipei 100, Taiwan, ROC

Abstract

The purpose of this paper is to investigate the determinants of Taiwan’s bank survival over the
period 2000-2005. We use a proportional hazards model and a split-population duration model to
examine the determinants of bank survival developed by Cox(1972) and Schmidt and Witte(1989),
respectively. In addition to five factor components of the CAMEL, this study includes banks size,
holding company affiliation and financial group attribute. Our results find that (1) the financial
performance of holding company banks is better than independent banks. Also, the financial
performance of survival banks is better than the merger banks. (2) The management quality is found
to be a better predictor of survival than other four components of the CAMEL rating system. (3)
Larger financial holding banks were more likely to merge than smaller ones. (4) Financial holding

banks belong to financial group affiliation were more likely to merge than non-financial group
banks.

Keywords: Cox proportional hazards model; CAMEL; Confirmatory factor analysis; Financial
holding banks; Merger
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We Love Boys But Does It Matter? Evidence Using Matched
Administrative Data from Taiwan
Prof. Jin-Tan Liu and Prof. Stacey H. Chen
¥ & Yen-Chien Chen
Abstract

Highly imbalanced sex ratios suggest that Asian families prefer for sons. Son preference may be
expressed as reduction in parental investment in daughters when a younger son is born. We use
twin birth and firstborn single births to investigate the sibling gender effect on child education
attainment. Twins sample can address the important problem from endogenous child gender
because of parental sex-selection which is not resolved in the literature. Singleton births sample
can deal with endogenous family size issue with using twins as instrument for exogenous variation
of family size. We construct a unique dataset linking national administrative data on college
entrance examinations (CET) to birth registry records for the entire population of Taiwan, tracing
back all births given by each mother over a 22-years period. The degree of “son-preference" in
Taiwan is extremely strong -- the probability of a family having another child after having
produced two girls is about 30 percentage points higher than the probability of having another
child after having already produced two boys. Furthermore, we find sex-selective problem is more
severe in high educated mother who have higher probability on having a son if they had all girls at
prior births. Surprisingly, this paper finds that sibling gender would not affect child’s likelihood of
attending college. This evidence is very solid in twins sample and single births sample. Finally,

our results also show little effect of family size on educational attainment of the first-born as
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recent researches.

JEL Classification: 120, J13, J16, J24, 010, R20
Keywords: gender of sibling, sex selection, intrafamily allocation of resources; quantity-quality
trade-off; education

A One-sector Growth Model with Consumption Standard:

Indeterminate or Determinate?

Been-Lon Chen
Institute of Economics, Academia Sinica
Yu-Shan Hsu
Department of Economics, National Taiwan University

Abstract

Drugeon (1998) studies a standard representative-agent, one-sector growth model with
endogenous discounting and formulates subjective discounting that increases in private consumption
and decreases in the current consumption standard in the society that is measured by the average
level of current consumption and finds that local indeterminacy arises in the neighborhood of a
steady state. This paper extends Drugeon’s keeping up with the Joneses setup in the discount rate
to a general specification that includes both the keeping up and the catching up with the Joneses
setup in the discount rate and reexamines the determinacy and indeterminacy of the steady state in
relation to the role of the external effects of consumption standards. In this paper, the consumption
standard in the society is not only current average consumption but also the whole history of average
consumption that is perceived by the individual. A key feature of this paper is that the
consumption standard externally perceived by the representative individual is a convex combination
of both current average consumption and the consumption habits that are formed by the whole
history of average consumption.

We find that the steady state is indeterminate only when the keeping up with the Joneses
phenomenon in the discount rate and the speed of adjustment of the catching up with the Joneses

phenomenon are both sufficiently large.
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Human Capital, Spillovers and Productivity: Evidence from
plant-level matched data in Taiwan

% AR
Abstract

R %4v 2 W% € & © The Society of Labor Economists, annual meetings in New York on May
9-10, 2008.
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Assessing the Credit Cycles: An Illustration of DSGE Estimation
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Abstract

My dissertation contains three chapters as follows:

The Interaction between Asset Prices and Current Account Balances.
This chapter presents a small open economy model with credit constraints to study the real estate
prices as credit channel to influence current account balances. By adjusting liquidity tightness of
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funds, these models capture contrary behaviors between macro-variables in different scenarios of
credit conditions. My model includes these characteristics on the one hand while the addresses the
relationship between asset prices and current account dynamics on the other. The initial analysis of
the model indicates that when asset prices increases, the current account deficit enlarges for higher
loan-to-value ratios. I am also interested in addressing that whether the pass-through degree of
nominal exchange rates depreciation into import prices would limit or enhance the current accounts
balances. The responses of current account imbalances to technology shock and monetary shock are
asymmetric in different degrees of financial liberalization and consequently motivate a
regime-switching empirical model (Markov Switching Vector Autoregression) to link the data with
the theoretical framework. I will also present an empirical analysis in this chapter by adopting the
method suggested by Leeper and Davig (2006) to link the data with theoretical background.

Optimal Monetary Policy in Credit Constrained Economy

How to model money properly in general equilibrium framework has been a controversial issue
among macroeconomists for a long time.Kiyotaki and Moore (2005) suggest that money (denote as
cash here) could serve as provision of liquidity because there exists limited credibility among agents
in economy. In their model any assets could serve as intermediaries of transaction but of limited
commitment between the agents. When a transaction occurs, only limited fraction of goods can be
sold. They claim if this fraction is sufficiently large, then the role of money disappears because it
implies that the agents in economy fully trust each other, and then any assets could be served as
money. In their model, they also provide the role of the government that can do open market
operation to provide liquidity to the economy and show the transmission of monetary shock.
However, even though the papers, such as Kiyotaki and Moore (2005) and Cordoba and Marla
(2004) introduce the money into credit constrained economy are also in absence of quantitative
analysis to support their views. In this chapter I will use the structural estimation techniques of
DSGE to evaluate this kind of model and propose several monetary policy rules like Taylor’s type
interest rate rule or the rule which is active to asset prices like Tacoviello (2005). Finally, I will use
some criteria such as the trade off between output and inflation fluctuation to determine which rule
is the optimal.

Toward the Asymmetry of Consumption Behavior

Case et al. (2001) point out that the consumption wealth effect generated by housing wealth is much
larger than the one generated by stock market wealth. That is, durable goods consumption plays an
important part in explaining the consumption behavior over life cycle. Recently, several models
have been proposed to discuss the consumption and saving behaviors, e.g., Iacoviello (2004),
Fern'andez-Villaverde and Krueger (2006) and Luengo-Prado (2006). My tentative agenda toward
this chapter is to propose a theoretical framework to include a housing wealth collateral constraints
in a Lucas (1978) asset pricing model to derive Euler equations and to use Fern'andez-Villaverde
and Rubio-Ram’irez (2006)’s quantitative perturbation methods to estimate it, then comparing the
wealth effect between stock market wealth and housing market wealth. Moreover, while
Kocherlakota (2000) indicates that the macroeconomic variables may behave asymmetric in positive
or negative shock hit in economy, I will also identify this effect by fitting a threshold autoregression
model in this chapter.

Bank Lending, Liquidity and Monetary Policy
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Abstract

The objective of this paper is to answer the following questions: What are the effects of Taylor rule
on prices and allocations if there is an explicit role of money as a medium of exchange? How does
the existence of multiple means of payment affect the implications of Taylor rule? To answer these
questions, we incorporate a banking sector in Lagos and Wright (2005) with explicit micro
foundations to study monetary policy. Banks accept deposits from agents and allow them to write
checks with an overdraft facility to pay for purchases. Agents adjust portfolio before goods market
open. Due to imperfect record-keeping technology, some agents are temporarily excluded from
using the credit instruments, so that money is essential. As in such type of model, Friedman rule
achieves the first-best allocation. Our model features liquidity effect in the short run: the interest rate
falls and output increases as the money growth rate increases. The magnitude of the liquidity effect
determines whether the monetary authority should adopt active or passive Taylor rule. Under the
Taylor rule, whether passive or active, if the liquidity effect is strong, a permanent increase in
aggregate demand raises the inflation rate and interest rate but reduces the money growth rate.

Currency Competition and Monetary Policy: Circulation of currencies
and Exchange Rate
Ying Syuan Li*® and Yiting Li'®

July 2007

Abstract
We uses a two-country, two-currency search model to study currency competition and the effect
of governments’ monetary policy on circulation of currencies and exchange rate. Owing to laws and
regulations, tax payment and some transactions in some domestic markets are national currency only.
So, national currencies circulate with higher liquidity return than foreign currencies domestically.
The more the use of foreign currency is restricted in home country, the greater the gap on liquidity
return between two currencies is. When the gap is very large, home agents have no incentives to
hold foreign currency to trade with foreign agents even if inflation rate on foreign currency is very
small. In anther case, while only small part of transactions in home country is limited to national
currency, foreign currency is held by both home and foreign agents as an international currency if it

circulates with higher rate of return in home country. That is, inflation rate on foreign currency

15 Department of Economics, National Taiwan University, 21 Hsu-Chow Road, Taipei 10020, Taiwan. Email
Address:g904906@alumni.mthu.edu.tw. Phone: 886-2-33431847. FAX: 886-2-23215704.

16 Department of Economics, National Taiwan University, 21 Hsu-Chow Road, Taipei 10020, Taiwan. Email
Address:yitinali@ntu.edu.tw. Phone: 886-2-23519641 ext. 525. FAX: 886-2-23215704.
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relative to home currency is lower. And the lower the issuing country of an international currency

imposes an inflation rate, the higher the valuation on international currency is.

Keywords: Money; Search; International currency; Currency competition; Monetary Policy

JEL Classification: E4; E5; E6

Antidumping Duties, Priceundertaking and FDI
Department of Economics, National Taiwan University
21 Hsu-chow Road, Taipei, 10020 Taiwan, R.O.C.

PENG, Cheng-Hau
E-mail : chpon@ntu.edu.tw

Hong Hwang
Department of Economics, National Taiwan University
Taipei, Taiwan
Research Center for Humanities and Social Sciences
Academia Sinica, Taipei, Taiwan
Email: echong@ntu.edu.tw
Fax:886-2-2358-4147

ABSTRACT

This paper is to discuss “Antidumping duties FDI jumping” by establishing a two firm two country
and two stage location model. I assume that market demands of 2 countries are linear and symmetric.
Firm 1 and 2 compete in quantity in country 2 while firm 1 is a monopoly in country 1. Therefore,
firm 2 suffered dumping. To protect its domestic industry, government of country 2 declared that
Antidumping policy will be imposed to firm 1(constrained firm). The major findings are: (1) FDI
will never happen under free trade. (2) The best location strategy for constrained firm is corner
solution under free trade but happens to be interior solution when AD policy is enforced. (3) Under
the threat of AD, the boarder of nations plays an important role on firm’s FDI decision. (4) The
evaluation of “ fair value” which is determined by government will affect constrained firm’s location.
(5) When the constrained firm has cost advantage it is more likely to FDI.

Key words:  Antidumping, FDI ,Price-undertaking

JEL Classification: F12, F13, F21
Related field(s): 11.
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e. The Fourth Annual East Asian Social Policy research network (EASP) International
Conference (96.10/20-10/21) (&%#& *® )

This conference will hold on 2007/10/20~21 in Hongo Campus, The University of Tokyo,
Japan.

The main focus of the fourth EASP conference is to explore the way East Asian welfare
regimes restructure the responsibility of care between the state, the market and the family (and the
voluntary sector). Care is increasingly becoming a crucial topic in East Asia welfare regimes under
acute demographic pressures, increasing women’s labour market participation, and related societal
transformations. It will provide a forum for discussing the specific pressures East Asian countries
are facing, for analysing principles and ideas of relevant social policies, for examining
implementation and outcomes of recent reforms, and for exploring patterns of reforms and the likely

future direction.
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