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News at the Institute 2008/2009
Philippe Aghion was appointed visiting professor at the Institute on April 1, 2009.
Almut Balleer, Ph.D. from University of Bonn, Tessa Bold, Ph.D. from Oxford University, and Tobias Broer, Ph.D. from European University Institute, will join the Institute
as assistant professors in September 2009.
Lars Calmfors was elected a member of the SEB Council for Social and Economic Affairs in November 2008.
Dario Caldara will spend the academic year 2009/2010 at Bank of England.
Lucia Corno, Bocconi University, was a visiting graduate student at the Institute within
the AMID program in the period February – July 2009.
Erika Färnstrand Damsgaard defended her doctoral thesis in September 2009. She is
now a researcher at the Institute of Industrial Economics (IFN).
Karin Edmark, IFAU, will be a visiting researcher at the Institute in the academic year
2009/2010.
Anders Fredriksson defended his doctoral thesis in June 2009. He will take up a post
doc at SITE (Stockholm School of Economics) in October 2009 and in February 2010
he will go to CRED/FUNDP in Namur, Belgium, where he will spend a year as a post
doc within the AMID program.
Olle Folke spent the spring of 2009 as a visiting student at the Department of Political
Science, MIT.
Ethan Kaplan will spend the academic year 2009/2010 at Columbia University.
Paul Klein, University of Western Ontario, will be a visiting researcher at the Institute
in the academic year 2009/2010.
Per Krusell joined the IIES as full-time faculty beginning in July 2008, taking up the
Savings Banks Foundations and Swedbank Chair in Macroeconomics. In the early summer
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of 2009, he resigned from his full-time position as a professor of economics at Princeton
University.
Masayuki Kudamatsu was appointed a Research Affiliate in the Development Economics Programme of the Centre for Economic and Policy Research (CEPR) for a period of
four years starting in September 2009.
Andreas Madestam, Bocconi University, will be a visiting researcher at the Institute in
the academic year 2009/2010.
Dirk Niepelt has been appointed CESifo Research Network Member and member of
the Verein fur Socialpolitik.
Erik Prawitz will join the Institute as a research assistant in September 2009.
David Seim will spend the academic year 2009/2010 as a special student at Harvard
University.
Emilia Simeonova will spend the fall of 2009 at Tuft’s University.
Lars E.O. Svensson (Deputy Governor of Sveriges Riksbank) was appointed affiliated
professor of the Institute on June 25, 2009.
The Royal Swedish Academy of Sciences awarded Robert Östling the Arnberg Prize
2009 for his research about strategic interaction among boundedly rational agents.
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Staff Research Activities 2008/2009
Philippe Aghion spent one month at the IIES (the rest being spent at Princeton University) and mainly worked on topics related to economic growth and contract /organization
theory. Over the academic year 2008-2009, he published (1) The Economics of Growth, MIT
Press, 2009 (with Peter Howitt); (2) “The Unequal Effects of Liberalization”, American
Economic Review 98:4, 2008 (with Robin Burgess, Stephen Redding and Fabrizio Zilibotti);
(3) “Academic Freedom, Private Sector Focus and the Process of Innovation”, RAND
Journal of Economics 39:3, 2008 (with Mathias Dewatripont and Jeremy Stein); (4) “The
Effects of Entry on Incumbent Innovation and Productivity”, Review of Economics and
Statistics 91:1, 2009 (with Richard Blundell, Rachel Griffith, Peter Howitt, and Susanne
Prantl); (5) “Exchange Rate Volatility and Productivity Growth: The Role of Financial
Development”, Journal of Monetary Economics 56:4, 2009 (with Philippe Bacchetta, Romain
Rancière and Kenneth Rogoff); (6) “Vertical Integration and Technology”, Journal of the
European Economic Association, forthcoming (with Daron Acemoglu, Rachel Griffith and
Fabrizio Zilibotti); (7) “The Performance and Governance of Universities”, Economic Policy,
forthcoming (with Mathias Dewatripont and Caroline Hoxby); and (7) “Regulation and
Distrust”, Quarterly Journal of Economics, forthcoming (with Yann Algan, Pierre Cahuc and
Andrei Shleifer). He also produced working papers on: (1) “Mice and Academics” (with
Mathias Dewatripont, Julian Kolev, Fiona Murray and Scott Stern); (2) “The Environment and Directed Technical Change” (with Daron Acemoglu, Leonardo Bursztyn and
David Hemous); (3) “Subgame Perfect Implementation with Almost Perfect Information”
(with Drew Fudenberg and Richard Holden); (4) “The Relationship Between Health and
Growth” (with Peter Howitt and Fabrice Murtin); and (5) “Cyclical Fiscal Policy, Credit
Constraints, and Industry Growth” (with David Hemous and Enisse Kharroubi).
Lars Calmfors, in his capacity as chairman of the Swedish Fiscal Policy Council, wrote
substantial parts and was the main editor of the council’s annual analysis of Swedish fiscal
policy. The report was published in both Swedish and English (1) “Svensk finanspolitik
– Finanspolitiska rådets rapport 2009” and “Swedish Fiscal Policy – the 2009 Report of
the Fiscal Policy Council”, Stockholm. Together with other members of the Swedish Globalisation Council he published (2) “Bortom krisen – om ett framgångsrikt Sverige i den
nya globala ekonomin”, Globaliseringsrådets slutrapport (Beyond the Crisis – On a Successful Sweden in the New Global Economy, Final Report of the Globalisation Council),
Ds 2009:21, Stockholm, 2009. He also published (3) “Globalisering – hot eller räddning
för jobben?”, underlagsrapport nr 25 till Globaliseringsrådet (Globalisation – Threat to
or Saver of Jobs, Basic Report No. 25 to the Globalisation Council), Stockholm, 2008;
5
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(4) ”Finanspolitiken och överskottsmålet” (Fiscal Policy and the Fiscal Surplus Target),
in Calmfors, L., A. Lindbeck and B. Lundgren (eds.), Statens framtida finanser, SNS förlag
2008; (5) “Varför ska Sverige gå med i EMU?” (Why Should Sweden Join the EMU?)
Europapolitisk analys (European Policy Analysis) 2009:6, Sieps; and (6) “Tutkimuksen
ja tutkijoiden rooli talouspolitiikassa: kokemuksiini perustuvaa pohdintaa” (The Role of
Research and Researchers in Economic Policy-Making: Some Reflections Based on Personal Experiences), Kansantaloudellinen aikakauskirja (Finnish Economic Journal) 1, 2009. In
addition, Lars Calmfors wrote or substantially revised: (7) “Pattern Bargaining and Wage
Leadership in a Small Open Economy” (with Anna Larsson), Seminar Paper No. 760;
and (8) “Trade in Services and in Goods with Low-Wage Countries – How Do Attitudes
Differ and How Are They Formed?” (with Girts Dimdins, Marie Gustafsson, Henry
Montgomery and Ulrika Stavlöt).
Harry Flam published the SNS Economic Policy Group Report for 2009 entitled (1) EMU
at Ten. Should Denmark, Sweden and the UK Join, SNS, 2009, authored jointly with Antonio
Fatás, Steinar Holden, Tullio Jappelli, Ilian Mihov, Marco Pagano and Charles Wyplosz.
He wrote the paper (2) “Gravity Estimation of the Intensive and Extensive Margin: An
Alternative Procedure” and revised the paper (3) “The Euro Impact on FDI Revisited
and Revised” jointly with Håkan Nordström. He also wrote the paper (4) “The Impact
of the Euro on International Trade and Investment: A Survey of Theory and Empirical
Evidence”.
The main focus of John Hassler’s research this year has been on the economics of climate
change. A first version of a paper on optimal taxes on fossil fuel has been written together
with Per Krusell, Aleh Tsyvinsky and Mikhail Golosov. The paper has been presented at
a number of seminars and conferences, including the European Summer Symposium in
Macroeconomics in Ragny and at the IV Dynamic General Equilibrium Macroeconomics
Workshop in Barcelona. John is also writing on energy saving technological change together
with Per Krusell and Conny Olovsson. A paper on the dynamics of market power and
technical change on energy markets is also being written.
During the academic year 2008-2009, Ethan Kaplan worked on (1) “Coups Corporations
and Classified Information” (with Arindrajit Dube and Suresh Naidu). He also worked
on (2) “The Persistence of Partisan Politics: Evidence from 9/11” (with Sharun Mukand)
and continued to work on a paper on the impact of nurse unions and work stoppages
on health care quality with Arindrajit Dube and Alexandre Mas. He did some work on
a project on industrial policy and coordination with Fabrizio Zillibotti. In addition, he
revised an older paper, (3) “The Iceberg Theory of Campaign Contributions: Political
Threats and Interest Group Behavior” (with Marcos Chamon). He will be spending the
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academic year 2009/2010 at Columbia University where he has a research fellowship from
the Committee on Global Thought and is also visiting the Department of Economics.
In the fall of 2008, Per Krusell was the first Swede within the humanities and social sciences to have received an Advanced Grant from the newly founded European Research
Council. The amount of this highly competitive grant was 2.1 million euro. The money
will be used to strengthen research at the IIES in general as well as for specific research
on economics and global climate change. In terms of research conducted during the
year, Per worked on a variety of research topics within macroeconomics broadly defined
(inequality, growth, labor-market theory, financial economics, political economy and public economics) and on the new project on economics and global climate change, which
involves cooperation with other scientists through Mistra-SWECIA.
Masayuki Kudamatsu continued working on the Mistra-SWECIA project on the impact
of annual weather fluctuations on infant mortality and other health outcomes in Africa
(with Torsten Persson and David Strömberg). He also started two new research projects:
how the network structure of the ruling elite in non-democratic government affects the
policy-making incentives of dictators (with David Seim) and how the distribution of longlasting insecticide treated bed nets for free affects people’s socio-economic outcomes in
Madagascar (with Yasuyuki Sawada, Hidehiko Ichimura and Junichi Yamasaki). He presented his work at Edinburgh, Nottingham, Oslo, NEUDC 2008 Conference at Boston
University, the Political Economy Workshop at Trinity College of Dublin, and Hong Kong
Economic Association 5th Biennial Conference.
Assar Lindbeck has published one paper on the sustainability of Swedish fiscal policy
(1) “Ett samhällsekonomiskt perspektiv på överskottsmålet” (A Macroeconomic Perspective on the Budget-Surplus Target) in Calmfors, L., A. Lindbeck and B. Lundgren, (eds.)
Statens framtida finanser, SNS förlag 2008, and one empirical paper (2) “Sociala normer och
socialförsäkringar – Teori och svenska erfarenheter” (Social Norms and Social Insurance
– Theory and the Swedish Experience), Ekonomisk Debatt 2008:6. Together with Mårten
Palme and Mats Persson, he has also written an empirical working paper on “Social Interaction and Sickness Absence” (Working Paper No. 2009:4, Department of Economics,
Stockholm University). Assar is currently revising a number of papers on social insurance
and lessons of the current economic crisis. He is also working on a project, initiated by
Sveriges Riksbank, on experiences of economic policy analysis after World War II.
Dirk Niepelt worked on the papers (1) “Debt Maturity without Commitment”; (2) “Population Ageing, Government Budgets, and Growth” (with Martin Gonzalez-Eiras); and (3)
“Economic and Political Equivalence of Fiscal Policies” (with Martin Gonzalez-Eiras).
7
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Conny Olovsson published the paper (1) ”Why Do Europeans Work so Little?”, International Economic Review 50, 2009. He has presented work in progress (2) “Energy-saving
Technical Change” at the Society for Economic Dynamics, July 2009.
Mats Persson published (1) “Ingvar Svennilson 1908-1972” in Henrekson M. (ed.), IFN/
IUI 1939-2009. Sju decennier av forskning om ett näringsliv i utveckling, Ekerlids Förlag, Stockholm, 2009 (with Claes-Henric Siven); (2) “Constucting Gender in the Economics Lab”,
(Working Paper 2009:15, Department of Economics, Stockhom University) (with Anne
Boschini and Astri Muren).
Torsten Persson wrote the new papers (1) “The Incidence of Civil War: Theory and
Evidence”, NBER Working Paper No. 14585, 2008 (with Tim Besley); and (2) “Repression
or Civil War?”, American Economic Review Papers and Proceedings 99, 2009 (with Tim Besley).
During the year, he also published (3) “Democratic Capital: The Nexus of Economic
and Political Change”, American Journal of Economics: Macroeconomics 1, 2009 (with Guido
Tabellini); and (4) “The Origins of State Capacity: Property Rights, Taxation, and Politics”,
American Economic Review 99, 2009 (with Tim Besley). He also substantially revised (5) “State
Capacity, Conflict and Development”, NBER Working Paper No. 15088, 2009 (with Tim
Besley) and (6) “Political Competition, Policy and Growth: Theory and Evidence from
the United States”, 2009 (with Tim Besley and Daniel Sturm). During the academic year,
Persson gave a number of seminars in Sweden, Europe and the US. As the 2008 President
of the Econometric Society, he gave a plenary lecture in the Latin-American (Rio) regional
congress of the Society. In December 2008, he gave a Max Weber Lecture (in Florence)
and in May 2009, he gave the 2009 Central Planning Bureau Lecture (in The Hague). In
October/November 2008, he visited the London School of Economics as a Centennial
Professor, where he gave a series of lectures to graduate students.
Emilia Simeonova joined the IIES in September 2008. Right away, she had her first encounters with crayfish and meatballs and did not flinch. On the academic side, Emilia held
invited presentations at the American Economic Association meetings in San Francisco
– “Doctors, Patients, and the Racial Mortality Gap”, the Netspar Pension Institute in
Amsterdam “In Sickness and in Health: Marriage and Longevity in the Chronically Ill”,
and the CesIfo Summer Institute – “Out of Sight, Out of Mind? Natural Disasters and
Pregnancy Outcomes in the US”. She gave seminars at Uppsala, The New Economic
School, Tufts University, Boston University, New York University, and Columbia University. Influenced in part by the Mistra-SWECIA seminars, she is currently pursuing two
projects on the effects of climate change on health outcomes.
David Strömberg revised the paper (1) “Press Coverage and Political Accountability”
(with James Snyder) and was working on (2) “Measuring the Impact of Media on Court
8
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Åsa Bornström and Tobias Broer enjoy lunch in the Institute kitchen

Decisions” (with Claire Lim and James Snyder) and (3) “Weather and Infant Mortality in
Africa” (with Masayuki Kudamatsu and Torsten Persson).
Peter Svedberg published the article (1) “Child malnutrition in India and China: A Comparison”, in von Brown, J., Vargas, L., Pandya-Lorch, R. (eds.), The Poorest and the Hungry:
Assessments, Analyses and Actions, John Hopkins University Press, Washington DC. A revised
version of the paper (2) “Why Malnutrition in Shining India Persists” was presented at the
4th Conference on Growth and Development at the Indian Statistical Institute in New
Delhi in December 2008. The paper was subsequently submitted for publication. The paper
(3) “Notes on Food Price Vulnerability: A Nutritional Perspective” was discussed at the
workshop “Policies for the Effective Management of Sustained Food Price Increases”,
hosted by the FAO in Rome in July 2008. Work in progress includes (4) “Does Women
Turnout in Indian Elections Affect State Government Spending on Child Health Care?”
and (5) “Has the Malnutrition-income Elasticity Changed? Cross-country Panel Evidence
from the 1990s and 2000s”. The latter paper is based on a new dataset that is much larger,
consistent and up-to-date than previous ones.
9
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During the year 2008/2009, Jakob Svensson published (1) “Power to the People: Evidence
from a Randomized Field Experiment of Community-Based Monitoring in Uganda”,
Quarterly Journal of Economics 124:2, 2009,(with Martina Bjorkman); (2) “Getting Prices
Right: The Impact of the Market Information System in Uganda”, Journal of the European
Economic Association 7:2-3, 2009 (with David Yanagizawa); (3) “Working for God? Evidence
From a Change in Financing of Not-for-profit Health Care Providers in Uganda”, Journal
of the European Economic Association, forthcoming (with Ritva Reinikka). The following
papers have been revised during the year; (4) “The Returns from Reducing Corruption:
Evidence from Education in Uganda” (with Ritva Reinikka); (5) “From Corruption to
Lobbying and Economic Growth” (with Bård Harstad); (6) “When is Community-based
Monitoring Effective? Evidence from a Randomized Experiment in Primary Health in
Uganda”. During the year, Jakob has also worked on the papers (7) “Tuning in the Market
Signal: Contracting and Efficiency under Asymmetric Price Information in Uganda Maize
Markets”, mimeo, IIES (with David Yanagizawa); (8) “Who Benefits from Free Education:
Evidence from a Policy Experiment in Cambodia”, mimeo, IIES (with Maria Cheung and
Andreas Madestam). He has also worked on field experiments on incentivizing community
healthy workers in Uganda (with Martina Björkman); on community monitoring in Uganda
(with Martina Björkman), and on HIV prevention in Lesotho (with Martina Björkman,
Damien de Walque and Lucia Corno). Two other field experiments are in the planning stage.
Robert Östling has mainly concentrated on revising the chapters of his thesis Bounded
Rationality and Endogenous Preferences. Two of the chapters have been accepted for publication
during the academic year: (1) “Economic Influences on Moral Values”, The B.E. Journal
of Economic Analysis & Policy (Advances) 9, 2009; and (2) “When Does Communication
Improve Coordination?”, American Economic Review, forthcoming (with Tore Ellingsen). He
has also prepared a manuscript for a new paper with Tore Ellingsen entitled (3) “Strategic
Risk and Coordination Failure in Blame Games”.
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Articles Published or Accepted in Leading Journals
by IIES Staff 2008/2009
Philippe Aghion, Robin Burgess, Stephen Redding, and Fabrizio Zilibotti, “The Unequal Effects of Liberalization”, American Economic Review 98:4, 2008.
Philippe Aghion, Yann Algan, Pierre Cahuc and Andrei Schleifer, “Regulation and
Distrust”, Quarterly Journal of Economics, forthcoming.
Timothy Besley and Torsten Persson, “The Origins of State Capacity: Property Rights,
Taxation, and Politics”, American Economic Review 99, 2009.
Martina Björkman and Jakob Svensson, “Power to the People: Evidence from a Randomized Field Experiment of Community-Based Monitoring in Uganda”, Quarterly Journal
of Economics 124:2, 2009
Tore Ellingsen and Robert Östling, “When Does Communication Improve Coordination?”, American Economic Review, forthcoming.
Paul Klein, Per Krusell and Jose-Victor Ríos-Rull, “Time Consistent Public Policy”,
Review of Economic Studies 75:3, 2008
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Visiting Fellows 2008/2009
Matilde Bombardini visited the IIES for three weeks in September 2008. During her visit,
she worked on her project on corruption and presented the paper “Competition is No
Cure for Corruption” (with Alex Coutts) where she showed that increasing competition
in the product market does not necessarily reduce, but can rather increase, corruption of
the bureaucrats by giving them the means of playing producers one against the other. She
received comments that substantially changed and improved the paper, which has now
been rewritten. The input of the many members of the institute who work on corruption
and political economy more in general was instrumental to the rewriting of the paper.
Matilde also started collaborating with one of the IIES graduate students, Olle Folke,
on a project related to lobbying and its role as a substitute for staff time and resources
available to politicians. In her free time, she enjoyed long strolls in the beautiful parks
of Stockholm and the foliage colors. She had more than her share of different types of
crayfish and participated in the rightly famous IIES Crayfish Party.
Rajeev Dehejia visited the Institute for a week in April 2009. He presented his paper
“Financial Incentives and Fertility” (with Alma Cohen and Dmitri Romanov) at the Institute’s weekly seminar. The paper examines whether Israel’s child subsidy program led
to an increase in fertility and finds a significant impact, in particular through the “price”
mechanism, namely the subsidy that a mother will receive for her next child. The paper
finds a much smaller effect of household income on fertility. The lively discussion contributed many useful ideas to ongoing revisions of the paper. Rajeev greatly appreciated
the hospitality of the the faculty and staff of the IIES.
Pascaline Dupas visited the Institute for a week in March 2009. During her visit she
presented “Savings Constraints and Micro-Enterprise Development: Evidence from a
Field Experiment in Kenya” (with Jonathan Robinson). The paper presents results from
a field experiment designed to test whether, in developing countries, savings constraints
prevent the self-employed from increasing the size of their businesses. The authors opened
interest-free savings accounts in a local village bank in rural Kenya for a randomly selected
sample of poor daily income earners (such as market vendors), and collected a unique
dataset constructed from self-reported logbooks that respondents filled out on a daily
basis. Despite the fact that the savings accounts paid no interest and featured substantial
withdrawal fees, take-up and usage were high among women. In addition, the authors
find that the savings accounts had substantial, positive impacts on productive investment
levels and expenditures for women, but they had no effect on men. Dupas received a large
12
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Paul Klein and Marek Kapicka working on some new ideas

amount of very useful comments and suggestions during the seminar. During the last two
days of her stay, she included them in a revised version of the paper.
Dean Karlan visited the Institute for a week in June 2009. During his visit, he presented
his work “Putting Your Money Where Your Butt Is: A Commitment Savings Account
for Smoking Cessation”. In this work, they designed and tested a voluntary commitment
product to help smokers quit smoking. The product (CARES) offered smokers a savings
account in which they deposit funds for six months, after which they take a urine test
for nicotine and cotinine. If they pass, their money is returned; otherwise, their money
is forfeited to charity. Eleven percent of the smokers offered CARES took it up, and
smokers randomly offered CARES were three percentage points more likely to pass the
six-month test than the control group. More importantly, this effect persisted in surprise
tests at twelwe months, indicating that CARES produced lasting smoking cessation. Last
but not least, Karlan visited Stockholm with his family, Cindy, Maxwell, Maya and Gabriela. They enjoyed different museums each day, mostly wonderful weather, and Maxwell
enjoyed a week of soccer camp at a local soccer club.
13
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Paul Klein, associate professor at University of Western Ontario, visited the IIES in
December 2008 and May-June 2009. During this time, he mainly worked on a project
with David Domeij, “Should Daycare be Subsidized” which he presented at the IIES in
December 2008. The project takes a new look at whether there is a presumption in favour
of subsidizing pre-school daycare as part of a second-best optimal tax policy. The main
theoretical finding is that tax smoothing over the lifecycle dictates that childcare expenses
be tax deductible. In a quantitative exercise designed to capture the situation in Germany,
the main finding is that Germany stands to gain quite a bit from expanding the availability
of subsidized daycare, as it indeed is currently doing. Such a policy would also significantly
boost the labor supply among mothers with small children.
Ragnar Torvik had a nice and productive visit to the IIES for one week in June 2009.
During his visit, he acted as an opponent on the doctoral thesis by Anders Fredriksson,
which contained three very interesting papers on topics of economic development and
public finance. In particular, the paper “Dispacters” in the thesis was found to be innovative and give important contributions to questions related to the causes and consequences
of the widespread use of people assisting firms and individuals in their interaction with
public bureaucracy. Ragnar also presented the paper “Endogenous Presidentialism” (with
James A. Robinson) at the Institute seminar. The paper starts out with the observation
that upon independence, 80% of sub-Saharan African constitutions were parliamental,
while country after country have switched to presidental constitutions and today, only
three countries remain parliamental. The paper seeks to identify why this has occurred,
and develop applied theory to explain why parliamentary constitutions are not stable in
countries that are poor, have high ideological polarization, and where the controversy over
which public goods to provide is strong.
Francesco Trebbi visited the IIES during September 2008. During the visit, he presented
his work on the “Political Economy of the US Mortgage Default Crisis” (with Amir Sufi
and Atif Mian). At the time of the initial IIES presentation, the work only included information on the summer of 2008 congressional voting on crisis legislation. As the US
financial situation further deteriorated during the month of September 2008, he had the
opportunity of discussing in real time his analysis of the new response of the US Congress with many researchers at the Institute. Indeed, the feedback was extremely useful
and could not have been more timely. When not busy observing the meltdown of the
US financial system and his own equity portfolio, Francesco happily enjoyed the merry
Crayfish Party celebrations at the IIES.
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Aula Magna in winter
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Tenure Track Assistant Professor Positions
The Institute for International Economic Studies, Stockholm University, seeks to fill one
or two positions at the tenure-track assistant professor level, in any field, beginning in the
academic year 2010/11. Applicants should have a Ph.D. in economics (or be near completion of the doctorate). A commitment to excellence in research is a prerequisite. The
position offers a low teaching load (primarily at the Ph.D. level) and a competitive salary.
Applicants should submit a CV, at least three letters of recommendation, and samples of
research such as thesis chapters or publications. To ensure full consideration, applications
must be submitted at http://econjobmarket.org by November 27, 2009.
Candidates on a shortlist will be interviewed at the ASSA Annual Meetings in Atlanta,
January, 2010. Other arrangements may be possible for short-listed candidates not based
in the US and not planning to attend the Meetings.
For questions please contact: Prof. Per Krusell, e-mail: per.krusell@iies.su.se

16
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Teaching 2008/2009
Lars Calmfors taught the undergraduate course in Intermediate Macroeconomics in the
autumn of 2008 and a master’s course in Labour Economics and Wage-Setting Theory
in the spring of 2009.
Harry Flam taught the undergraduate course International Economics in the spring of
2009.
John Hassler gave the first-year undergraduate course in macroeconomics in the spring
of 2009.
Per Krusell taught Macro II, a first-year graduate course at Stockholm University. He
also co-taught a course in modern macroeconomics at Riksdagens Utredningstjänst (the
Research Service of the Swedish Parliament) and taught a mini-course on macroeconomics and inequality at the ZEI Summer Institute in Bonn.
Masayuki Kudamatsu taught the graduate courses Development Economics I and II
(together with Jakob Svensson).
Joint with Lars Ljungqvist, Dirk Niepelt taught the course Macroeconomics I in the
SDPE. He also taught courses in Switzerland.
Conny Olovsson taught the course Quantitative Methods in Macroeconomics together
with Kelly Ragan (Stockholm School of Economics).
Mats Persson taught the undergraduate first-year Macroeconomics course in the fall
of 2008.
Torsten Persson taught the second year graduate courses Political Economics II and
Political Economics III (with David Strömberg). He also taught a Masters/Ph.D course
on the same topic at the London School of Economics (with Ronny Razin).
Emilia Simeonova taught a graduate class in Applied Methods in Empirical Microeconomics at Stockholm University in the fall of 2008.
David Strömberg taught the graduate courses Econometrics II (together with Per
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The IIES’ most enjoyed beverage in the special IIES cup

Pettersson-Lidbom), Political Economics II (together with Torsten Persson) and III (together with Torsten Persson).
Jakob Svensson taught the graduate courses in Development Economics (with Masayuki
Kudamatsu) and the master’s course in Development Economics in the fall of 2008.
Robert Östling has taught a new second-year graduate course called Behavioral Economics II.
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Extramural Activities
Lars Calmfors served as chairman of the Swedish Fiscal Policy Council and a member
of the Swedish government’s Globalisation Council. He was also a member of the board
of the Swedish Research Council and the Academic Advisory Committee of the AngloGerman Foundation. He gave a large number of public lectures and speeches on issues
like the economic crisis, fiscal policy, unemployment and globalisation. This included
places like the Government Institute for Economic Research (VATT) in Helsinki, the
Norwegian Ministry of Finance, the Finnish Ministry of Finance, Bank of Norway, the
Association of Finnish Economics Journalists, Sveriges Riksbank, the Swedish Ministry
of Finance, the Finance Committee in the Swedish Parliament, the Swedish Globalisation
Council, the Swedish Public Employment Service, Region Dalarna, the Swedish Economic
Association, the Swedish Pan-European Association, the Centre for Business and Policy
Research, the MPs of the Swedish Liberal Party, the Swedish Trade Union Congress,
the Swedish Confederation of Professional Associations, the Confederation of Swedish
Enterprise, the Swedish Building Materials Employers’ Federation and the Swedish Steel
Producers’ Association. Lars Calmfors also gave a lecture on the economic crisis for Their
Royal Majesties the King and the Queen and Her Royal Highness the Crown Princess.
Harry Flam served as deputy chairman of the Expert Group on Public Economics at the
Ministry of Finance, chairman of the Scientific Council at the Center for Business and
Policy Studies (SNS), chairman of the SNS Economic Policy Group 2009, and as a member of the Shadow Riksbank Executive Board at the business daily Dagens Industri (which
makes mock decisions on monetary policy ahead of the Sveriges Riksbank’s decisions).
During the year, John Hassler spent time on a weekly basis at the ministry of finance
analysing policy measures to deal with the financial and economic crises. He also continued
to work on economic policy at the European Economic Advisory Group (EEAG). John
continues to be an associate editor of Scandinavian Journal of Economics and a member of
the Editorial Board of the Review of Economic Studies.
Per Krusell served on the Prize Committee for The Sveriges Riksbank Prize in Economic Sciences in Memory of Alfred Nobel. He also served as an Associate Editor for
Econometrica and as a Foreign Editor for the Review of Economic Studies as well as on the
panel of the National Science Foundation in the United States. He served as Programme
Director of the International Macroeconomics Programme of the Centre of Economic
Policy Research (CEPR) as well as on several Scientific Advisory Boards. He was also ap19
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pointed to the Council of the EEA. Per gave a large number of seminars and conference
presentations in Europe and the United States and also participated in the public debate
by appearing in various media outlets, including TV, radio, newspapers, and at Almedalen.
Assar Lindbeck has given a lecture at an EU conference for research directors in various
countries on lessons from the current international economic crisis. Assar has also given
a number of public lectures and written newspaper articles about the economic crisis and
possible policy responses to this.
Dirk Niepelt gave a lecture series on “Models of Debt without Commitment” while visiting CESifo in Munich. He also gave a lecture about “Growth: Theory and Policy” to high
ranking members of the Swiss Finance Ministry.
Mats Persson served as a member of the Preparatory Committee for Economics of
Riksbankens Jubileumsfond. He also served as a member of the Prize Committee for the
Sveriges Riksbank Prize in Economic Sciences in Memory of Alfred Nobel at the Royal
Swedish Academy of Sciences.
Torsten Persson served as President (until December 2008) and Past President (from
January 2009) of the Econometric Society. He also chaired the panel for Starting Grants
in Economics, Finance and Management (SH1) in the European Research Council.
Jakob Svensson served as a member of the Board of Directors for the Swedish Agency
for Development Evaluation (Sadev). He has also been a member of the Panel of Experts
for the U4 Helpdesk (Transparency International).
Robert Östling has written a report about consumer policy in relation to recent developments in behavioral economics for the Ministry of Integration and Gender Equality.
He has also written numerous blog posts about economics and economic policy for the
Swedish blog Ekonomistas.
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Completed Theses 2008/2009
In September 2008, Erika Färnstrand Damsgaard defended her thesis Essays on Technology Choice and Spillovers which consists of three papers. The first paper, “Patent Scope and
Technology Choice” analyzes the effect of an increase in patent scope on investments
in R&D and innovation. It presents a model where a broad scope of the patent on the
state-of-the-art technology can induce the entrant firm to do research on an alternative
technology. The model predicts that an increase in patent scope can increase the probability of innovation, if the incumbent’s profit increase from innovating is large, and the
patented technology has a small advantage over alternative technologies. However, when
the model is extended to Stackelberg competition or license agreements, the benefit of a
broad scope to a large extent disappears. The second paper, “The World Distribution of
Productivity: Country TFP Choice in a Nelson-Phelps Economy” (a joint essay with Per
Krusell ) builds a theory of the shape of the distribution of total-factor productivity (TFP)
across countries. The distribution of productivity across countries is arguably twin-peaked
in the data and the proposed theory presents conditions under which twin-peakedness is
an equilibrium outcome. The theory combines technology spillovers, modeled as in the
Nelson-Phelps specification, and dynamic benefits of TFP accumulation under rational
government decision making. The third paper, “Exhaustible Resources, Technology Choice
and Industrialization of Developing Countries” studies technology choice in a dynamic
model with two technologies for production; one which uses an exhaustible resource, and
an alternative technology which does not. The main finding is that if the capital stock
is large relative to the resource stock, the alternative technology is immediately adopted
and the time path of resource extraction is decreasing. If, instead, the capital stock is
small, the alternative technology is adopted with a delay, and the time path of extraction
is inverse-U shaped.
In June 2009, Anders Fredriksson defended his thesis Bureaucracy, Informality and Taxation: Essays in Development Economics and Public Finance. The first paper, “Dispatchers”, is a
study of a specialized service sector that has arisen in many developing countries. It is a
well-established fact that the government bureaucracy in many developing countries is
large, difficult to understand, non-transparent and time-consuming. However, “de jure”
procedures sometimes have little to do with how firms or individuals actually go about
when dealing with government bureaucracy. One institution that has emerged is a specialized intermediary, henceforth called dispatcher, which assists individuals and firms in their
contacts with the public sector. In this paper, a model is developed to study the effects of
dispatchers on time and resources spent in obtaining licenses, on informality and on the
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Team Svensson completing the traditional “tipspromenad” before the IIES Crayfish Party. Andreas Müller,
Jakob Svensson, Almut Balleer, Masayuki Kudamatsu, Andreas Madestam and Annika Andreasson

incentives of bureaucrats and dispatchers to make regulation more/less complicated. The
second paper, “Informal Firms, Investment Incentives and Formalization”, studies informal
firms in developing countries. In a typical developing country, the majority of small firms
are informal and entry costs into formality are high. What can we expect in terms of firm
investment, growth and formalization in such a setting? In the model presented, investment and growth trajectories differ substantially between firms that choose to formalize
and those that do not. The formalization decision depends non-trivially on the informal
firm’s productivity. This, in turn, has an effect on how policies should be designed. The
long-run firm size distribution exhibits a “missing middle”, much in line with actual firm
size distributions observed in developing countries. The third paper, “Compositional and
Dynamic Laffer Effects in a Model with Constant Returns to Scale”, is a public finance
paper and not connected to the two previous essays. It studies dynamic effects of tax cuts.
The possibility of tax cuts paying for themselves over time seems like an attractive option
for policy makers. In a constant return to scale model, the paper studies conditions under
which reductions in capital taxes are self-financing.
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Theses in Progress 2008/2009
David von Below continued working on a thesis on the economics of climate change,
partly within the Mistra-SWECIA research programme. He attended the 17th Annual
Conference of the European Association of Environmental and Resource Economists
(Amsterdam, June 2008), presenting “Uncertainty, Climate and the Global Economy”
(with Torsten Persson). His current research focus is on how a changing climate affects
the global production of biomass, and what the consequences of this are for economic
policy. He completed Seminar Paper No. 757 “Uncertainty, Climate Change and the Global
Economy” (with Torsten Persson).
Dario Caldara is working on three projects within the fields of applied macroeconomics
and fiscal policy. From February to May 2009, Dario visited University of Pennsylvania,
where he completed the paper “Computing DSGE Models with Recursive Preferences”
(with Jesus Fernandez-Villaverde, Juan Rubio-Ramirez, and Yao Wen). This paper compares different solution methods for computing the equilibrium of dynamic stochastic
general equilibrium models with recursive preferences. The second paper is titled “Walk
the Line, Automatic Stabilizers and Fiscal Multipliers in Structural VARs” (co-authored
with Christophe Kamps). This paper characterizes analytically the mapping between the
size of automatic stabilizers, i.e. the effect of economic activity on taxation and public
spending, and the size of fiscal multipliers, i.e. the effect of taxation and public spending
on economic activity in Structural Vector Autoregressive models. Dario spent June and
July 2009 at Sveriges Riksbank as a summer intern. He worked on a project titled “Fiscal
Policy with Noisy Signal”. The goal of this paper is to study how private agents modify
their consumption and investment decisions when receiving signals by the fiscal authority
about future taxation and spending.
Olle Folke mainly worked on developing methods for estimating the causal effects of legislative outcomes in both Swedish Municipalities and US States. In his main paper, “Shades
of Brown and Green: Party Effects in Proportional Election Systems”, he examines if
and how party representation affects policy outcomes in Swedish municipalities. His main
results show that party representation affects immigration and environmental policy, but
not the tax rate, in Swedish municipalities. This paper has been presented at MIT, Harvard,
CIFAR’s organizational meeting, Trondheim NTNU, the POLMETH conference at Yale
and the annual EEA conference in Barcelona. Together with Jim Snyder and Shigeo Hirano he studies if, and how, the spoils system (hiring state employees politically) was used
as a political power tool in US states prior to the civil Service reform. Preliminary results
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indicate that the spoils system could be used to maintain political power. Olle spent the
spring of 2009 at MIT as a visiting student.
Johan Gars’ research interests lie broadly within the field of environmental and resource
economics. He is working within the Mistra-SWECIA project on climate change. During
the past academic year, he has mostly worked on macroeconomic modeling of the transition from a fossil fuel based economy to one that uses alternative, clean, energy sources.
This is a fundamental change of important parts of the economy. For this transition to be
as smooth as possible, multiple policy instruments will have to be combined. The policy
instruments used include carbon taxes and research subsidies. The different instruments
interact in non-trivial ways. The aim of the current work is to provide a model that allows
for analyzing the joint effect of these instruments and to find the optimal policy mix.
Johan has also been doing some work on fishery and forestry resources.
Jinfeng Ge joined the IIES in September 2008. He continued to work on topics in macroeconomics and public finance. This year, he has mainly been working on one project on
education and pensions. Since education and pensions are both intergenerational transfers,
both intergenerational transfers are interlinked and determined as political economy equilibrium in this paper. In addition, his other projects are related to financial market imperfection: what is the macroeconomics impact of financial market imperfection in China.
During 2008/2009, Christina Håkanson continued to work on topics in productivity,
human capital and new technology. Together with Erik Mellander, she has been working
on a project relating the country achievements on the targets for education within the
Lisbon strategy to output measures of educational achievement, such as PIRLS, PISA
and TIMSS. The first draft was presented at an SNEE conference in May and at the
Ministry of Education and Research in August. She has also continued working on the
paper “Effects of Organizational Change on Firm Productivity” where the focus lies on
the interactions between organizational change and choice of technology and its effect
on firm productivity growth, (Riksbank WP No. 230). Together with Jonas Vlachos and
Erik Lindqvist, she has started a large empirical project exploring the evolution of the
high ability firm using matched employer-employee data including time consistent measures of human capital, indicators of firm organizational change and process innovations.
In another project, joint with Åsa Rosen and Anna Sjögren, the link between increased
wage dispersion within industry and despecialization within families and increased female
labour force participation is investigated. A process where individuals may sort according
to their relative preferences for career and family obligations is modeled theoretically and
implications for intra-firm and industry gender wage gaps and gender fertility gaps are
tested empirically using matched employer-employee data from the IFAU database for the
years 1985-2007. In April, she gave birth to her second son, Gabriel.
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Olle Folke presenting his job market paper

Jan Klingelhöfer is writing a thesis in the area of political economics and is mostly
interested in elections and lobbying. He wrote a paper “The Swing Voters’ Blessing”
that researches how the presence of incomplete information by voters affects election
outcomes. In his model, candidates do not only have ideological differences, but also
different abilities. The latter is not observed by all voters before they cast their votes. He
shows that the information limitation has no effect on the election outcome if all voters
are rational and play equilibrium strategies. However, if uninformed voters are boundedly
rational, this leads to the surprising result that electoral control increases. The candidate
with greater ability must choose a position closer to the bliss point of the median voter to
win the elections nonetheless. Besides working on this paper he continues to work on the
interaction of lobbying and elections. Jan tries to answer the question how voters rationally
incorporate post election lobbying into their voting decisions and what the consequences
of this are for policy outcomes. He was also TA for Political Economics II and organized
the Brownbag Seminars.
Erik Meyersson joined the IIES in August 2008 and focuses his dissertation on topics
related to development economics and political economics. The academic year was spent
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partly in Stockholm and partly in Turkey, working on a project on political Islam and
education called “Islamic Rule and the Emancipation of the Poor and Pious”. Turkey is
one of the very few places where the existence of data and institutional stability allows a
thorough analysis of the consequences of local Islamic rule and the influence of Islamic
networks in various forms. The collected data makes it possible to use the regression
discontinuity design, a powerful method for identifying causal treatment effects, and the
results show that Islamic political organizations have significant impacts on participation
in education, especially for women. Other ongoing research projects include the effect of
resource trade with China on African institutions, the resource curse in various government forms, and Islamic legal origin.
Andreas Mueller is working on topics related to unemployment, job search and the
business cycle. In an ongoing project, he looks at compositional changes in the pool of
unemployed over the business cycle. The major finding is that the wage on the previous
job is strongly counter-cyclical, indicating that the typical unemployed individual is of
higher ability in a downturn. Andreas has also completed two papers with Alan B. Krueger
at Princeton on the time use patterns of the unemployed. They find that time spent on
job search is inversely related to unemployment benefit generosity and increases strongly
before benefits are exhausted. In a follow-up project, they set up an online survey that
aims at interviewing 5,000 to 10,000 unemployed people in New Jersey on their time use
patterns as well as search strategies, reservation wages and weekly food consumption over
a period of three months. Moreover, Andreas spent the summer of 2009 at the Research
Department of Sveriges Riksbank.
Ettore Panetti joined the IIES as a graduate student in September 2008, after having
worked at the same institution as a research assistant in the two previous years. He spent
the academic year 2008/09 at University of Minnesota – Twin Cities, where he attended
graduate courses in Public Finance and several student workshops. During the summer of
2009, he was an intern at the Monetary Policy Strategy Division of the European Central
Bank, where he started a research project on the incentive structure of reciprocal currency
arrangements (or “swap lines”) between central banks. Those are bilateral agreements that
enable the short-term provision of foreign currency liquidity to financial institutions in
distress, and they have been extensively used in the days following 9/11 and in the last two
years. Ettore has been studying the problem using a dynamic principal/agent approach,
in which banks have private information about the severity of the liquidity shock they
face. The preliminary results of the study point out that it is beneficial for central banks
to introduce a wedge between the interest rate implicit in the optimal allocation and the
marginal rate of transformation between the current provision of liquidity and future swap
lines. Moreover, the program prescribes a “stick and carrot” strategy: in the presence of
26

AR0809.indd 26

2009-11-17 12:59:00

the worst possible shock to the economy, monetary institutions should simultaneously
increase the current transfer of liquidity and reduce the available resources for future
swaps, so as to provide both insurance and truth-telling incentives.
Maria Perrotta continued to work on her thesis in development economics and political
economics. This year, she has mainly been working on one project with Emmanuel Frot:
an instrumental variable approach to assess aid effectiveness. Maria’s other projects are:
“Public Expenditures in Education and Elite Capture”, testing the hypothesis that the
observed overspending in higher education in a group of African countries is a form of
inefficient redistribution; and an evaluation of a school feeding program in Cambodia,
with Maria Cheung.
Roine Vestman visited the IIES from April 2008 to August 2009. He mainly worked on
two projects. The project “Household Investment Behavior” documents households’
housing choice and financial portfolio choice in a rich Swedish data set on households’
assets and compares these facts to the implications of a life-cycle model. The paper “The
Labor Market Returns to Cognitive and Noncognitive Ability: Evidence from the Swedish
Enlistment” (with Erik Lindqvist) assesses the importance of cognitive and noncognitive
ability for labor market outcomes.
David Yanagizawa’s area of work is development economics and political economics. His
research focuses on the determinants and effects of market information, mass media, and
propaganda. He is currently working on a project investigating the impact of propaganda
on violence during the 1994 Rwanda Genocide. Together with Nancy Qian, he is working
on a project investigating to what extent U.S. newspapers’ media coverage of human rights
violations in countries is affected by U.S. government strategic incentives. Together with
Jakob Svensson, he is working on a project estimating the impact of market information
on the performance of agricultural markets in Uganda. He published (1) “The Strategic
Determinants of U.S. Human Rights Reporting: Evidence from the Cold War” Journal of
the European Economic Association, Papers & Proceedings 8, 2009 (with Nancy Qian); (2) “Getting Prices Right: The Impact of the Market Information System in Uganda”, Journal of
the European Economic Association, Papers & Proceedings 8, 2009 (with Jakob Svensson); and
(3) “Social Capital vs Institutions in the Growth Process” (with Pelle Ahlerup and Ola
Olsson), European Journal of Political Economy 25, 2009.
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Seminars and Publications
Seminars
Seminars at the IIES normally take place on Tuesdays and Thursdays between 15.00 and
16.30. Most speakers (about 85% of the total) are non-Swedish. The people in charge of the
seminars are David Strömberg, Jakob Svensson and Annika Andreasson (administration).
Information about seminars of past and current academic years is to be found on our
web: www.iies.su.se/seminars. Invitations and papers presented at seminars can usually
be received electronically.

Publications
A list of the IIES Seminar Papers is found on our web, where all papers from SP No. 706
are downloadable as pdf-files.
For the most exhaustive information on the publications of individual IIES researchers,
visit their own web pages.
The theses of our Ph.D. students are published in our Monograph Series, where all monographs from Monograph No. 46 are downloadable as pdf-files.
The IIES Reprint Series was discontinued at the end of 2001. Our web contains a list of
previous and recent publications.
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