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SUMMARY
Investor confidence is a necessary condition for the development of
emerging markets. Investors recognize that since market-oriented reform
policies may be reversed or hindered, they face the risk of ex post policy
changes with redistributive impact on investment returns. We argue that
a sustained privatization or liberalization program represents a major test
of political commitment, and contributes to reduced policy risk. The
evidence from our panel study suggests that progress in privatization
gradually leads to increased confidence. Moreover, increased confidence
has a strong effect on local market development and is a significant
determinant of excess returns. We conclude that, just as financial
liberalization, the resolution of policy risk resulting from successful
privatization has been an important source for the broadening and
deepening of emerging stock markets.
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Introduction
Stock markets in many emerging countries have developed rapidly during the last decade.
Market capitalization in countries classified by the IFC as emerging markets has risen from $488
billion in 1988 to $2,439 billion by mid-1999, while annual trading on their exchanges has risen from
$411 billion in 1988 to $2,486 billion by mid-1999 (IFC, 1999). Unquestionably, a major impulse to
market development has come from financial integration (Stulz, 1999). There is now direct evidence
that the onset of financial liberalization directly promotes market development and reduces the required
cost of capital (Henry, 2000b; Bekaert and Harvey, 2000). Yet liberalization policy is a necessary
rather than a sufficient condition for integration; in addition, it may be later reversed or undermined.
There is some evidence that integration (and the associated market repricing) takes place gradually.
Henry (2000b) reports that the one-month excess return in response to the announcement of
liberalization is around 6 %; the cumulated excess is 26 % in a 8-month window. Moreover, excess
returns seem to persist even longer in some countries.
What brings about the evolution of confidence that leads investors to invest progressively more
in a liberalizing stock market ? Our view is that financial integration takes place only gradually after
liberalization, and more generally after any major market-oriented reform policy, as investors respond
with some diffidence to announced policies which may be reversed. Only as they observe stable policies
over time they become progressively more confident about the political commitment to market reforms.
Foreign capital inflows following liberalization tend to be gradual (Bekaert and Harvey, 2000); on the
other hand, in the case of a crisis, outflows are much faster.
This paper seeks to explore the importance of confidence building through the resolution of
perceived policy risk as a determinant of returns and capital market development. In particular, we
offer a model of the effect of a sustained privatization policy on investor confidence, and empirical
evidence on the effect of privatization in promoting such confidence building.1

1

In practice all major reform policy may be reversed, so our approach applies to all structural policies
which reduce the influence of the state in favor of private investors, particularly foreigners who are outside the
political process.

There is often a direct impact of privatization sales on capital markets: many countries sold
shares through public offerings on the local stock exchange, leading to significant increases in market
capitalization. However, the direct effect of privatization (total revenue of $154.5 billion in 1988-1996,
including private sales)

2

represents only a small fraction of the increase in emerging market

capitalization over that period.3
In this paper, we argue that the successful transfer of important enterprises from state to
private control has strong implications for the general level of confidence in local equity investment
through an accelerated resolution of policy risk, which may lead to a rapid regrading of country risk.
Our definition of policy risk is more specific as well as broader than the vague traditional term
"political" or "country risk", which often concern political regime changes or macroeconomic policy
changes.4 While these risks were predominating in the past, in recent years it is more often
microeconomic policy risks that concern investors.
Specifically, we define policy risk as any post-investment reduction in the scope of contractual
and decision rights enjoyed by private individuals vis-à-vis the state, as well as any reallocation of such
rights to other private individuals, which reduces the returns expected by the original investors. Such
changes may be the outcome of revised regulations, new legislation, new administrative procedures,
which may result in delays, uncertainty or reallocation of previously established rights, or of the failure
of legal enforcement of private property and contractual rights. 5
Privatization is a powerful test of policy risk because politicians were used to have broad
discretionary control over a state-owned firm’s activities; privatization sharply curtails their capacity to
reallocate resources to their preferred constituencies. In this shift of control rights to private owners lies

2

In addition, many privatization transactions in this total were not carried out through public share
issues; some of them took place in countries not classified as an emerging market by the IFC.
3
Privatization sales may also produce indirect benefits for local stock markets if new listings have
substantial impact on local liquidity, and offer opportunities for local investors to diversify their portfolios
(Pagano, 1989 and 1993b). Yet such market deepening and broadening may result also from new private
listings. In this paper we seek to understand the specific role of privatization sales.
4
Macroeconomic risks concern the alteration, delay or reversal of previously stated fiscal, monetary or
currency exchange policies.
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the main cause of improved performance of firms under private ownership.6 Yet no sovereign
government can credibly commit not to alter its policy after a sale. While constitutionally protected
private ownership does constrain public intervention to the degree that property rights are properly
enforced, rules can change.7 Therefore, only a sustained and consistent privatization policy is a
credible signal of policy commitment, as it is politically costly to maintain; over time, it can credibly
establish investors' confidence8. As a result, the full impact of financial liberalization and privatization
policy may be achieved only as the program becomes credible over time. We describe this process as
confidence building, namely the process of learning about the underlying political commitment for
reform policies.
We first show that in a dynamic model of policy risk resolution, stock prices rise gradually
with privatization progress, in parallel with investor confidence.9 Shares enjoy excess returns as
compensation for the risk of a large capital loss in case of a policy reversal.10
We next consider the empirical implications. First, steady privatization sale programs should
improve the perceived policy risk of the country both in absolute terms and relatively to other
comparable non-privatizing countries. Second, such progress should be gradual (and potentially subject
to reversals in countries which soon interrupt the sale program). Third, changes in perceived policy risk
would affect the attractiveness of equity investments (which bears most residual income risk) and
therefore lead to stock market growth and deepening. Fourth, stock markets in countries which pursued
consistent privatization policies would exhibit excess stock returns, earning an ex post “peso premium”

5

This notion of policy risk includes the earlier notion of expropriation risk in Eaton and Gersowitz
(1984), the notion of policy capture in the privatization and regulation literature, and the notion of protection
of investor rights implicit in the work by LaPorta et al. (1997, 1998).
6
The constitutional guarantee of property rights makes them residual with respect to contractual and
legal obligations; thus, legislation may chip away at the owner's entitlement, but it can never fully expropriate
them (Perotti, 1995).
7
Moreover, "selective enforcement" of legal rights can favor some investors relative to others.
8
In fact, recent theoretical work suggests that a maintained privatization program may by itself help to
strengthen the political forces in favor of market-oriented reforms (Biais and Perotti, 2001; Schmidt, 1997).
9
For a related model of foreign investment expropriation, see Cherian and Perotti (2000). The
approach has strong implications for the time series of expected volatility, and thus for option pricing for assets
subject to policy risk.
10
Note that this resolution of policy uncertainty may occur even if privatization sales do not take place
through public share offerings.
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during the confidence building process as a result of the favorable (i.e. better than expected) new
information on policy commitment.
We document how policy risk has developed over the different stages of the privatization
programs of 22 emerging economies which have privatized extensively over a number of years after
1987, and contrast the evolution of their stock markets with a control sample of non-privatizing
countries. We find that privatization programs start often at a time of declining credibility, and most
privatizing countries have gradually reduced their policy risks during the course of the sale program. In
fact, much risk resolution seems to take place as privatization proceeds to its later stage; thus it appears
that policy uncertainty is resolved upon actual implementation of privatization policy, as opposed to its
announcement. This is consistent with the view that a sustained privatization policy represents a major
political test; if maintained, it contributes to resolve investor uncertainty over the political commitment
to a market-oriented policy.
We assess the importance of policy risk for stock market development by contrasting samples
of privatizers and non-privatizers. In a sample in which around 40% of the observations are from years
in which no substantial privatization took place, we find that policy risk improves more in privatizing
countries. Additionally, these countries show a gradual pattern in stock market development during
privatization. This is hard to explain in terms of indirect benefits of new listings. If market conditions
were expected to improve as a direct result of announced liberalization sales, prices and trading volume
should immediately anticipate these benefits.11 These results are consistent with causality running from
policy risk resolution associated with privatization and liberalization to stock market development.
We next analyse the annual evolution of various measures of market development in a panel of
emerging markets in terms of liberalization and changes in policy risk. Changes in policy risk are
strongly associated with growth in stock market capitalization, traded value and excess returns, even

11

Trading and diversification gains may also be incorporated gradually if investors fear a halt in the
listing of privatized firms; such a concern belongs to our definition of political and policy risk.
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after controlling for the immediate impact of financial liberalization.12 Their economic impact on
market development appears to be large.13
Our results come to complete a rich set of evidence on liberalization and policy risk. Bekaert
(1995) provides evidence that higher levels of policy risk are related to higher degrees of market
segmentation. Henry (2000b) and Bekaert and Harvey (2001a, 2001b) find that stock market
liberalizations have a positive impact on economic growth, while Henry (2001a) documents that stock
market liberalizations lead to private investment booms.14 Erb, Harvey and Viskanta (1996a) show that
the lower the level of policy risk, the lower are required stock returns. Some papers have established an
empirical link between the resolution of political risk and market integration and development (Bekaert
and Harvey (1995), Perotti and van Oijen (2000)). All these results suggest that policy risk is a priced
factor.
Our contribution is to show that confidence building is a gradual process, and that a maintained
privatization program, just as financial liberalization, accelerates the resolution of policy risk. Even
after controlling for the onset of financial liberalization, privatization contributes significantly to stock
market development via reduced policy risk.
Our analysis is related to recent research on the link between the legal institutional framework
and corporate finance. La Porta et al. (1997, 1998) find in a series of cross-country studies that
countries with lower quality of legal rules and law enforcement have smaller and narrower capital
markets.15 By looking at the impact of policy risk on stock market development over time, we
contribute a dynamic analysis of the role of the perceived reliability of policy and legal rules.

12

We control for any reverse causality problem by using instrumental variables with respect to the
policy risk variable.
13
Our result that policy risk resolves gradually is also consistent with the puzzling findings by
Megginson et al. (1998) that privatization IPOs appear to outperform matched control groups. De Jong and
Perotti (2000) attribute this result to a greater sensitivity to policy risk, combined with the overall improvement
in these risk measures. This effect vanishes after the IPO, as policy uncertainly is gradually resolved.
14
A growing literature indicates that financial market development supports economic growth. See
Pagano (1993a) and Levine (1997) for an overview of the literature.
15
Demirgüç-Kunt and Maksimovic (1998) show that firms in countries with high ratings for the
effectiveness of their legal systems are able to grow faster by relying more on external finance. Related results
for transition economies are offered by Gelfer, Pistor and Raiser (2000).

5

The outline of the paper is as follows. In Section I we present a simple intertemporal model of
confidence building. While it is cast in terms of privatization policy, it describe generically a context in
which a government gains some flow from confident investors (e.g. support for the currency and budget
spending via foreign portfolio inflows) but some government types are tempted to capture the stock of
accumulated investment. In Section II we present suggestive evidence that successful privatization
gradually reduces policy risk. Section III documents the impact of policy risk on stock market
development in emerging economies. We discuss some novel directions for research at the end, and
offer some concluding remarks.
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Section I

Privatization and Policy Risk Resolution

We present a simple model of how a sustained privatization program can progressively
establish the credibility of announced reform policy, and thus lead gradually to increasing confidence
and higher share prices.16 At time 0, a government announces a policy of selling its N state-owned
firms; time is indexed by t = 0, 1,.. N, ..T. Sales increase state revenues, because of the enhanced value
of the firms under private ownership. We assume that firms have value 1 under private ownership and 0
under state control, with all payoffs realized at time T. On the other hand, the government gains a
political benefit of control c at time T from each firm under state control. In accordance with the facts,
we assume a gradual progress of sales, which can be rationalized in our context.17 Specifically, we
assume that the government sells one firm per period.
Investors are risk neutral. They receive the final firm value (either 0 or 1) at time T; as the
interest rate is zero, they are willing in each period to pay a price equal to their expected payoff at T.
The government has a discount factor N <1, reflecting a finite time in office.
In each period, after one more firm is sold, the government may reverse policy, undermining a
full transition of control to the private sector to capture back some quasi rents. The policy reversal
entails a credibility loss, with a political cost which depends on the true preferences of the government.
Specifically, interference allows to capture the full value generated by private ownership in
privatized companies, but such a policy reversal carries a privately known political cost S, distributed
on [0, B]. Investors are uncertain as to the government's reversal cost S and learn over time observing
policy decisions. Firms still in state hands have no value so they cannot be expropriated further.
We solve the model backwards. Intuitively, the more firms have been sold, the greater is the
temptation to reverse policy, as the total capture of rents depends on the number of privatized firms.

16

The structure of the model is related to credibility models in macroeconomic stabilization, such as
Barro (1986), and foreign investment, as in Cherian and Perotti (2001).
17
In our framework, confidence increases endogenously over time as the government refrains from
interference, so revenues are larger if sales are done gradually (Perotti, 1995). Perotti and Guney (1993)
document that sale programs are initially gradual, suggesting gradual selling calibrated to build investors
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The greatest temptation to reverse policy is thus to capture the full value of all N privatized firms at
time N; any government will reverse its policy by this date if its reversal cost S is below this gain. Thus
the highest cost at which there is a reversal has a threshold S* ¯ N. If its type a lower cost than S*, it
will certainly choose to interfere; so we can rewrite P t as the probability that the government's S is
above N at time t, i.e. Pt ¯ Prob (S > N| It), where It is the information set at t which contains all
government choices until then. Pt is thus the confidence as of time t in the government's credibility.
Investors have an initial prior belief P0 ¯ Prob (S > N| Io) that the government has a high cost of
reversal, and will therefore resist the temptation to change its policy. Over time they observe its actions
and update their beliefs according to Bayes' rule.
Because of discounting, there are no reasons for the government to skip a sale opportunity, as
long as it can sell a firm for a price above the current value of its direct control benefits as a stateowned firm. Specifically, we assume that P0 > c, which ensures that as long as the government does not
lose credibility, it keeps selling a firm each period, and all firms which are sold will be sold as of t=N.
Without loss of generality, we set T=N.
Investor will be willing to pay at time t a price equal to their expectation at that date on the
final value of the firm, which equals:
^ t = 1(probability of no interference) + 0 (1- probability of no interference)
= Pt = probability of a commitment government.

(1)

We now state a first, elementary result.
Proposition I
Following a policy reversal, the credibility is zero and the government stops selling firms to the
private sector.
Proof: A reversal indicates that the government's cost of reversal S is below the critical S*N =
N. Investors then recognize that the government will certainly choose to interfere in any privatized firm,

confidence even when retained stakes are explicitly targeted to be sold over a few years. Proceeds increase over
time; as credibility increases, larger initial sales become more common.
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so the private sector will not buy any firm at a positive price. As the political benefit of control c on
state-owned firms is positive, the government does not sell any more firms.
On the basis of these observations, we can now state the main result of the model on the time
path of confidence as long as there is no policy reversal.

Proposition II
For t > 1/(1-N)[N-NN-tc+N^o], confidence in the government's commitment (and thus stock
prices) is increasing over time as long as there is no policy reversal.
Proof: We solve backwards. At time N, a government which did not reverse policy has some
positive credibility pN, and can sell its last state-owned firm for a price ^N. It will then reverse policy if
its cost of reversal does not exceed the captured rents, thus S < N. We thus define the critical cost of
reversal at time N as S*N ¯ N. As a result, ^N = prob [S > S*N = N| IN].
At time N-1, after the sale of the (N-1)th firm, a policy reversal allows to capture the value of
N-1 privatized firm. From Proposition I we know that thereafter no more firms are sold, so the last firm
will be retained and will yield a control gain c at T. The net payoff of a reversal at N-1 is
N - 1 + Nc- S
and generally, at time t it is
t + (N-t)NT-tc- S

(2)

which is the sum of the value captured from the t firms privatized so far plus the political
benefit of control for the remaining state-owned firms, minus the reversal cost.
Instead of reversing policy, at N-1 the government may wait to interfere one more period to
take advantage of one more privatized firm and receive the revenue from its sale; the payoff is then
N[^N + N - S]
Thus a government will choose to interfere at N-1 if
N-1 – Nc - S > N [^N + N – S]
which is satisfied by

9

S < N- 1/(1-N)[1-Nc+N^N] ¯ S*N-1

(3)

where IN=[S > S*N-1], so
^N = PN = prob[S > S*N= N| S > S*N-1] = prob[S > N]/prob[S > S*N-1]

(4)

Note that (3) defines S*N-1 implicitly, as ^N is also a function of S*N-1. Note also that
S*N-1 < N-1/(1- N) < S*N.
Thus only a government whose reversal cost between S*N-1 and S*N will choose to reverse
policy at time N-1. This defines the build up in confidence, and thus the increase in share prices,
between time N-1 and N.
Repeating this process, the evolution of confidence and prices is given by:
pt = ^t = prob (S > S*N| S > S*t-1), and specifically:
prob[S > S*N]
^t = _____________ .
prob[S > S*t-1]

(5)

To compute the critical values of S*t such that all government types S lower than this threshold
reverse policy by time t, let s be the number of periods prior to the last, so that t=N-s. Then it is easy to
show that:
S*N-s ¯ N-s – 1/(1-N)[N-Nsc+N^N-s+1]
or equivalently18
S*t = t– 1/(1-N)[N-NN-tc+N^t+1]

(6)

which allows to solve recursively for ^t.
In other words, along the equilibrium path beliefs on government commitment reflect the
progressive elimination of possible government types whose reversal cost would have made them
already choose to shift policy.
Since reversal costs are nonnegative, the expression has to be positive; thus there may be some
initial period in which no government type would choose to reverse policy, as too few firms have been
privatized. In that case there will be no confidence building in these initial stages, and the initial price

18

Note that this term is smaller than t -1/(1-N) for all s = 1, .., N.
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will reflect prior beliefs on government's commitment ^o .19 Specifically, enough firms must have been
sold for the net gain to exceed the lowest reversal cost, which is zero. Thus the condition for the
beginning of potential policy reversion is that t > b, where:
S*b ¯ b – 1/(1-N)[N-NN-tc+N^b+1] >0
where ^b+1 is obtained solving backwards from ^N at time N.20
Thus at all dates t after b, enough firms will have been sold (at a price ^o) such there will be
some government type with reversal cost Sb > S > 0 which will choose to reverse policy. As a result,
after date b there will be some updating to confidence in each period, and the posterior expected cost of
expropriation for the government increases steadily.

QED

It is easy to see that the time series of ^t is constant at ^o until b and thereafter increasing in the
absence of a reversal, as the perceived probability of a reversal declines.

For instance, if the distribution of reversal cost were uniform on [0, B], then the evolution of
beliefs can be obtained by solving a second order equation, so that:
^t+1 = 1/(2N) [(B-t)(1-N) -N+NN-tc - {[(B-t)(1-N) +N-NN-tc]2-4N (B-N)(1-N)}1/2
The dynamics of confidence (and therefore prices), and the associated perception of policy
uncertainty over time, are illustrated in Figure 1. Figure 2 illustrates the evolution of hazard rates of
policy reversal.
[Insert Figures 1 and 2 here]
Investors' confidence in the government commitment to its policy increase as they recognize
that some uncommitted government types would find the policy too costly to maintain and would have
revealed itself, so they correct upwards the probability of a committed government. Note how
uncertainty at first climbs fast, then rises at a decreasing rate. In the long term, increasing confidence
leads ultimately to a fall in uncertainty.

19

It makes sense in this case to sell several firms at once.
More precisely, b is obtained by computing the first date in which the ^b associated with no reversal
falls below ^o.
20
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From this simple model we conclude that confidence building results from a steady policy visà-vis the transfer of control to the private sector and restrain from interference for privatized firms.
Note that the model does not imply a mechanic dependence between sales and market development, only
that confidence will be built up by (steady) privatization sales accompanied by a stable policy;
confidence will be a summary statistics for market growth.
In the next section we outline our empirical approach to explain stock market development in a
sample of emerging markets. We next test whether confidence building through sustained privatization
or liberalization leads to a resolution of policy risk.

Section II

The impact of privatization on policy risk

Sample construction and methodology

We create a panel sample of all countries classified by the IFC as having an emerging stock
market, and for which there are data available in the Emerging Stock Markets Factbook from at least
1988 onwards. This leads to a sample of 31 countries. Our hypothesis is that sustained privatization
influences the development of stock market via a progressive resolution of policy risk. There are serious
issues of endogeneity to be taken into account, as countries with stronger market development may
choose to privatize. We chose therefore to proceed in two steps.
The first step is to establish how policy risk is related to privatization over the medium term.
From our sample of 31 countries, we select all those countries that have been engaged in substantial
privatization sales for at least four years in the period 1988-1995. Using this criterion, there are 22
countries that can be classified as having a significant privatization policy.21 Note that the requirement
of a sufficient history of privatization sales leads to a sample of countries with a fairly sustained

21

There are only a few countries for which inclusion in either of the samples is ambiguous. We
neglected Costa Rica and Uruguay for our initial sample of emerging stock markets because of incomplete data
for the market capitalization or traded value on the stock market. For Israel, the World reports 15 privatization
transactions spread out over 1988 to 1995. We were unable to obtain privatization data for the years before
1988. Given the low number of transactions and the lack of data we excluded Israel as a privatizing country,
but include it in our initial sample of emerging stock markets.

12

privatization program. Such countries are more likely to be successful privatizers. However, rather
than judging subjectively the quality of each country’s privatization policy, we use measured changes in
their perceived policy risk. While on average the programs in the sample were deemed successful (as
our data seem to confirm), the sample does include countries for which the privatization process was
delayed or slowed down due to political backlash, in which policy risk has risen again after an initial
fall.22
Our second step is to test to what extent changes in policy risk during the privatization
contribute to local stock market development. To this goal we relate the stock market development in all
31 countries in our sample to changes in their perceived policy risks. We use growth in market
capitalization, traded value, and excess stock returns as direct measures of stock market development.
We control for stock market liberalization, shown by Henry (2000) amongst others to have a direct
effect on stock market development.
In order to be able later to assess the timing of the resolution of policy risk, we also distinguish
four different stages in the privatization process. (1) Pre-privatization period: This period is defined as
the two years before the announcement period. It is used so as to measure announcement effects and as
benchmark for the privatization period; (2) Announcement period: This period includes the 2 years
preceding the first actual sales, to capture the announcement and preparation of privatization; (3) Early
privatization period: We define this period as the years of actual start of sales up to the year before the
peak in privatization sales takes place; and (4) Late privatization period: Includes the year of the peak
in privatization revenues as well as all following years, as long as a significant volume of privatization
sales continues.
The World Bank database only records privatization transactions that took place since 1988.
Therefore, for all countries which privatized in 1988 or 1989 we use other sources to assign the

22

Turkey and Venezuela are prime examples during the sample period.
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beginning of the privatization program. All countries in our sample continue to privatize up to 1994.
The list of countries and the timing of their privatization stages is given in Table 1 of Appendix 1. 23
As proxy for policy risk we use the Country Credit Rating (CCR) risk indicator constructed by
the Institutional Investor. The CCR indicator is based on information provided by leading international
banks and is published twice a year. Bankers are surveyed to grade each country on a scale of zero to
100, where 100 represents the least chance of default. The survey is held every 6 months. Table 1 in
Appendix 2 provides a list of the rankings of all factors for 1979 and 1994 for emerging countries. The
CCR seems to provide a useful proxy for policy risk, as the factor “Political Outlook” is ranked high on
the list factors. Since the ratings relate to chances of default we expect bankers to be forward looking.
The survey results are published in March and September. The March survey is based on interviews
gathered starting in November and thus reflects the general opinion prevailing around the end of the
year preceding the publication.

Development of policy risk over the privatization programs
In this section we analyze how policy risk has developed over the privatization programs of the
22 privatizing countries in our sample. We are particularly interested in assessing the extent to which
sustained privatization has resolved policy risk and the timing of the resolution. In doing this, we take
the following approach. For our sample of emerging economies that we classified as having a
significant privatization policy, we document the development of the CCR indicator (our proxy for
policy risk) over the different privatization periods. We then perform simple means tests on whether or
not the resolution of policy risk differs across privatization periods. Finally, to test whether the
resolution in policy risk is indeed endogenous to the privatization process, we compare the development
of the policy risk indicator of the countries that privatize with the improvements in policy risk in
developing countries that did not engage in privatization.

23

For two countries we deviate from the definition given above because the definition would lead to an
inappropriate classification of privatization periods. See appendix 1 for a justification for these special cases
and for the sources on which we base our additional classification choices.
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Table 1 summarizes the behavior of policy risk over time. A positive growth rate for a risk
indicator stands for a decrease in policy risk. The CCR on average decreased in value in the pre and
announcement period, suggesting that countries often privatize in periods of declining credibility; in
contrast, they strongly improve in early and late stages of privatization.
The evolution of the CCRs are consistent with a gradual resolution of policy risk over the
privatization period. It appears that sales start on average in periods of declining political ratings,
which improve only gradually thereafter. In other words, there is no gain in credibility merely by the
establishment of a sale program. Note that there is on average increasing confidence during the process
of privatization, suggesting that in the average sample country the privatization policy was not
reversed.

Table 1: Yearly percentage improvements in policy risk over privatization periods.
The table presents average yearly percentage changes in the Country Credit Risk Rating produced by the Institutional
Investor for different privatization periods. We divide each privatization process in four periods: pre-privatization,
announcement of privatization, early privatization, and late privatization.

Privatization Period
Pre
Announcement
Early
Late

Annual Change (%)

Standard Deviation

Minimum

Maximum

-2.35
-2.47
2.11
5.08

10.68
9.73
7.85
8.11

-41.24
-37.95
-21.15
-15.43

25.64
19.42
25.90
35.43

We test whether this pattern is statistically significant by studying whether the improvements in
the CCR indicator differ significantly across different privatization periods. The results are given in
Table 2. The CCR indicator improves significantly in early and late privatization stages; there is no
evidence of an improvement in the announcement stage, suggesting that it does not per se establish
much credibility. Moreover, the improvements in the CCR in late stages of privatization are
significantly larger than in earlier periods.24

24

We also performed Mann-Whitney (non-parametric) tests on the medians with similar results.
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Table 2: Difference tests on changes in CCR ratings over privatization periods.
The table presents difference tests of changes in the Country Credit Risk Rating produced by the Institutional Investor for
different privatization periods. A description of this indicator is given in the text above. We break each privatization
process in four periods: pre-privatization, announcement of privatization, early privatization, and late privatization, and
perform paired t-tests to compare the percentage change in CCR between each sub-period. *** denotes significantly
different from zero at the 1% level; and ** denotes significantly different from zero at the 5% level.

Privatization Period
Pre minus Announcement
Pre minus Early
Pre minus Late
Announcement minus Early
Announcement minus Late
Early minus Late

Mean Difference

t-value

-0.18
***-2.40
***-3.70
***-2.22
***-3.52
**-1.30

0.83
-2.82
-5.33
-2.83
-5.53
-2.08

Of course, the observed pattern in policy risk may be due to other factors than privatization.
For example, there may have been a change in perceived policy risk over the last fifteen years shared by
all non-OECD countries, independently of whether or not these countries engaged in substantial
privatization.25 To test this alternative hypothesis, we compare changes in policy risk of the countries in
the sample with those of a sample of non privatizing countries. We selected all developing countries
from the Global Development Finance CD ROM of the World Bank, removing all those for which the
privatization database reported privatization transactions. This resulted in a sample of 24 countries
from which we constructed a single non-privatized benchmark to compare each country’s policy risk
performance. Table 3 provides the results of a paired t-test on the difference in performance between
privatizing and non privatizing countries in each privatization period.

Table 3: Difference in confidence building in privatizing and non-privatizing countries.
The table presents difference tests of changes in the Country Credit Risk Rating produced by the Institutional Investor for
privatizing versus non-privatizing countries. A description of this indicator is given in the text above. We break each
privatization process in four periods: pre-privatization, announcement of privatization, early privatization, and late
privatization, and perform paired t-tests to compare the percentage change in CCR between privatizing and non-privatizing
countries. We use privatizing countries as the benchmark. The paired t-tests are based on semi-annual percentage changes
in Country Credit Ratings. ** denotes significantly different from zero at the 5% level.

Privatization period
Pre
Announcement
Early

Mean Difference
(Privatizing-Benchmark)
0.57
0.38
**1.28

t-value
0.94
0.66
2.35

25

This risk is reduced by the imperfect overlap of the various privatization periods. For example, the
year 1986 is classified as a year of early privatization for Chile, Jamaica, Malaysia and Mexico while this year
falls outside the privatization periods for all other countries. Nevertheless, 1993, 1994 and 1995 are classified
as years in the late period of privatization for most countries.
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Late

**1.71

2.48

The paired tests in the table offer strong evidence that the two samples of countries do not
differ much prior to privatization. However, the evolution of the policy risk indicators diverges in the
early and late privatization period26. In countries where privatization progresses, the CCR measure of
perceived policy risk drops significantly more than for the average emerging country over the same
period.
An alternative way of assessing whether there is a link between sustained privatization and
changes in policy risk is to regress changes in a policy risk indicator on an indicator of the progress of
privatization. We use the average amount of privatization sales scaled by GNP to date as such an
indicator27. By averaging the privatization sales variable over recent years, we attempt to discount
privatizations when they are infrequent, or, in other words, when reversals of the privatization process
have occurred. If it really is confidence building through sustained privatization that matters for
improvements in policy risk, then policy risk should react stronger to current privatization sales, if
privatizations have occurred in recent years as well, in other words, when the government has shown
commitment to privatization in the past.
This approach has the benefit of allowing to control for other country-specific factors that
affect policy risk in order to isolate the effect of sustained privatization sales on policy risk from the
effect of other economic reforms. Obvious candidates for such economic reforms are trade and interest
rate liberalizations, exchange rate reforms, capital account liberalizations and capital market
liberalizations. A practical problem is that measures for these types of economic reforms are not readily
available for the large number of countries included in our analysis. Another complicating factor when
constructing an index of economic liberalization is that many economic reforms (and their reversals)
can typically not be traced to one single date.

26
27

We also performed a nonparametric Wilcoxon test, which provided similar results.
For time t, this indicator equals the average privatization sales to GNP over the sampled years up to

time t.
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Rather than using an index of economic liberalization we choose to include a number of control
variables that indirectly measure the impact of these economic reforms. These control variables include
growth in GNP per capita, growth in trade to GNP, growth in debt service to GNP, real depreciation,
inflation (both in levels and changes), and inflow of foreign direct investment to GNP. The growth in
trade (exports plus imports) to GNP variable is used as a proxy for trade reform; the real depreciation
and inflation variables capture reform of monetary policy; the change in debt service to GNP variable is
related to changes in sovereign debt management; foreign direct investment to GNP measures changes
in the openness to direct investment from abroad; and the growth in GNP per capita variable captures
indirectly the impact of general economic reform. Tables 1 and 2 in Appendix 2 show that these macroeconomic control variables are used as inputs to construct the CCR indicator, and we therefore expect
changes in these macro-economic variables to be strongly related to changes in policy risk. Table 1 in
Appendix 3 shows the summary statistics of these macro control variables. The data are obtained from
the International Financial Statistics of the IMF and the World Bank Global Development Finance
database.
The exception to the above is stock market liberalization for which we do have data for all
countries. As proxy for capital market reform we use two dummy variables related to the timing of
stock market liberalization. The first liberalization dummy variable has a value of one if liberalization
has taken place in the same year or in any of the previous years. Hence, this dummy should capture the
medium term growth of emerging stock markets resulting from liberalization. The second liberalization
dummy equals one around the liberalization date and tests for a pure announcement effect.28 To
construct these dummies, we use the stock market liberalization dates provided by Bekaert and Harvey
(1999). For the eleven countries not reported in Bekaert and Harvey (1999), we use the IFC
liberalization dates, given by the month after which the IFC considers the country’s composite index as
‘investable’. According to the IFC, most of these countries did not experience any liberalization.

28

For those liberalizations that occur in the first three months (last three months) of the calendar year,
the dummy equals one both the year of liberalization and the year before (after that). For liberalizations that
fall within the other months, the dummy equals one only in the year of the liberalization.
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The policy risk indicator is limited to values below or equal to 100. It is therefore possible that
the growth of the policy risk indicator depends on the initial level of policy risk. In other words, it is
more likely for countries with low credit ratings to show a large change in credit rating than for
countries with high credit ratings. To allow for this relationship we also include the initial level of the
policy risk index in the regressions.
Table 4 presents the results of regressing changes in policy risk on contemporaneous
privatization sales plus the aforementioned control variables. The sample consists of a panel of 22
countries we classified as privatizing (see Appendix 1) and 9 additional developing countries.
The results in column 1 of Table 4 are based on regressing changes in the CCR indicator on
average privatization sales scaled by GNP. The results indicate that countries that make substantial
progress in privatization (as measured by average privatization sales) show a reduction of political
uncertainty, as measured by an improvement in the CCR indicator. We also find some evidence that
policy risk reduces around the time of the announcement and implementation of stock market
liberalization.
To analyze whether current privatization sales are more or less related to improvements in
policy risk than past privatization sales we also regress changes in policy risk on the current level of
privatization sales to GNP and the lagged value of the average privatization sales to GNP (and control
variables). The results are presented in column 2 of Table 4. We find that both current and lagged
values of privatization are important in building confidence, although lagged values are economically
more important, suggesting that confidence building takes time. Indeed, if we regress changes in policy
risk on current values of privatization sales to GNP and average privatization sales to GNP (and
control variables), we find that the current level of privatization sales to GNP is not significantly
different from zero, suggesting that it does not contribute to confidence building beyond its effect
through the average privatization sales to GNP variable (see column 3 in Table 4). In other words, the
empirical results are consistent with our theory that privatization has a positive impact on policy risk
only if the privatization is sustained.
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The results in Table 4 may suffer from an endogeneity problem due to a reverse causality
between the privatization sales and the policy risk variable; in that case, our results may be biased. It
could be that governments initiate privatization sales immediately after a period of an improvement in
the political climate to reap the benefits from such an improvement through and increase in the proceeds
from the privatization sales. To control for a potential endogeneity problem we use instrumental
variables (IV) with lagged values of the average privatization sales to GNP variables as instrument for
current average privatization sales to GNP. The results are presented in column 4 of Table 4. The
instrumental variables regression results are similar to those produced by the OLS regression: policy
risk, when measured by the CCR, decreases after the implementation of privatization. We use the
Durbin-Wu-Hausman statistic to test the null hypothesis that the use of instrumental variables does not
change the estimation outcome. The Durbin-Wu-Hausman statistic for the regression in column 4 of
Table 4 suggests that the OLS estimates in column 1 of Table 4 do not suffer from an endogeneity
problem.
We conclude that there is evidence of an evolution in the perception of policy risk in countries
engaging in sustained privatization programs relative to other developing countries, especially when
policy risk is measured by the CCR, which also suggests a delayed effect. These results support the
view that privatization leads to a resolution of political uncertainty. At the same time, it seems that only
actual implementation of privatization (as opposed to its announcement) changes the perception of
investors towards policy risk. In the next section, we document how this reduction in policy risk favors
the development of equity investment in emerging countries.
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Table 4: Link between privatization sales and policy risk.
‘Liberalization’ is a dummy that equals one in the year of stock market liberalization and in those years that follow.
‘Liberalization Event’ is a dummy that equals one in the year/years in which the liberalization actually took place. Policy
risk is measured by the CCR rating. For each country, the initial level of policy risk is set equal to the policy risk rating in
the country at the beginning of the country sample period. In model (1) to (3) we use OLS. In model (4) we use
instrumental variables (IV) with lagged values of average privatization sales to GNP as an instrument for current values of
privatization sales/GNP. The initial level of Country Credit Rating is the CCR index at the beginning of the sample period.
Liberalization’ is a dummy that equals one in the year of stock market liberalization and in those years that follow.
‘Liberalization Event’ is a dummy that equals one in the year/years in which the liberalization actually took place. The tvalues are in parentheses. Standard errors are controlled for heteroskedasticity. The Durbin-Wu-Hausman statistic tests the
null hypothesis that the use of instrumental variables does not change the estimation outcome.

Constant
Initial level of Country Credit Rating
Growth in GNP Per Capita
Growth in Trade to GNP
Growth in Debt Service to GNP
Real Depreciation
Inflation
Growth in Inflation
Foreign Direct Investment to GNP
Liberalization
Liberalization Event
Average Privatization Sales/GNP
Lagged Average Privatization Sales/GNP
Current Privatization Sales/GNP

Adjusted R-squared
F-test (p-value)
Durbin-Wu-Hausman test (p-value)
Number of observations

Dependent Variable:
Improvement in Country Credit Rating (relative change)
OLS
OLS
OLS
(1)
(2)
(3)
***.032
***.040
***.032
(2.57)
(3.01)
(2.60)
***-.141
***-.151
***-.140
(-4.22)
(-4.45)
(-4.25)
***.264
***.242
***.261
(4.93)
(4.27)
(4.85)
.090
.094
.088
(1.50)
(1.51)
(1.49)
.030
.037
.032
(1.12)
(1.46)
(1.20)
.059
.057
.060
(1.46)
(1.36)
(1.48)
.053
.099
.054
(.27)
(.59)
(.28)
-.023
-.97
-.021
(-.10)
(-1.35)
(-.09)
.16
.18
.14
(.54)
(.57)
(.45)
.010
.012
.012
(.96)
(1.14)
(1.11)
**.035
***.037
**.034
(2.41)
(2.73)
(2.41)
***.074
**.054
(3.96)
(2.43)
**.040
(2.00)
**.014
.008
(2.23)
(1.08)
.27
.000
256

.30
.000
236

.27
.000
256

IV
(3)
***.040
(2.79)
***-.15
(-4.30)
***.245
(4.42)
.096
(1.48)
.035
(1.27)
.056
(1.50)
.09
(.75)
-.96
(-1.25)
.27
(.76)
.013
(1.14)
**.035
(2.32)
***.058
(2.68)
-

.30
.308
236
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Section III

Policy Risk and Stock Market Development

This section addresses directly the empirical relation between emerging stock market
development and policy risk. We study the following indicators of stock market development: yearly
growth in market capitalization over GNP, yearly growth in traded value over GNP, and the yearly
average of monthly returns, where each monthly return is adjusted for the return of the Morgan Stanley
Capital International-world index.29 We obtain the data from the IFC’s emerging markets database for
our initial sample of 31 countries.
Before we relate stock market development to changes in policy risk, we first report how our
measures of stock market development fare over the different privatization periods within our sample of
22 privatizing countries. Table 5 reports the summary statistics for these measures over the different
privatization phases.30 There is certainly enough variation in the sample to be accounted for.

Table 5: Descriptive statistics for market indicators over different privatization periods

Capitalization/
GNP

Traded Value/
GNP

MSCI Index
Adj. Returns

Privatization
Period
Pre
Announcement
Early
Late
Pre
Announcement
Early
Late
Pre
Announcement
Early
Late

Annual %
Change
42.50
51.50
45.30
24.61
87.61
109.09
106.63
56.12
-0.01
0.74
1.75
-0.08

Standard
deviation
101.12
131.22
88.50
58.85
222.30
325.80
265.21
128.69
5.36
4.31
4.80
3.47

Minimum

Maximum

-74.74
-65.64
-66.01
-65.50
-72.28
-68.87
-76.90
-71.45
-12.43
-5.72
-9.65
-5.96

458.74
678.61
402.83
233.35
1,072.38
1,928.48
2,024.60
552.29
10.02
9.43
17.74
8.40

The development of stock markets in the countries has been radical in all privatization periods.
The average yearly growth in traded value over GNP always exceeds 50% in any privatization period,
although it slows down in the late phase of privatization. The pattern over the different periods

29

We also used residuals from an estimated ICAPM model as a measure of stock market development.
The results are similar to the results reported for the MSCI-world index adjusted returns reported here.
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confirms the impression that the direct effect of privatization share issues can only account for a small
fraction of the growth of these markets.
It is striking that growth rates for traded value and capitalization both peak in the
announcement period as opposed to the late period, which includes the year of highest privatization
sales. There may be several reasons for the incidence of the peak. First, the countries selected by the
IFC as emerging markets are those countries whose stock markets actually did emerge, so there may be
an issue of sample selection. These markets often started growing from a very low initial level of
market development; small absolute increases in capitalization or traded value then imply very high
growth rates. Several countries which started privatizing later probably benefited from the positive
experience of earlier privatization in other emerging markets. Second, the announcement of
privatization may induce higher market capitalization and traded value from the anticipation of risk
sharing and liquidity benefits that are expected to result from future privatizations. It may also coincide
with the period of financial liberalization. Third, it is often the case that some governments list the
shares of the state-owned enterprises on the stock exchange before actually selling them, inflating the
capitalization growth numbers.
We now turn to the final part of our analysis. Are changes in policy risk important for stock
market development in emerging economies? In order to assess this, we use our full sample of 31
emerging stock markets and link stock market development in these countries to changes in policy risk,
adding data for the years 1988-1995 for our non-privatizing countries. We pool all yearly observations
into one data set of about 300 observations.31 We then regress our different measures of stock market
development on the improvements in policy risk and a number of control variables. We use the same
macro-economic control variables that were used for Table 4 in section 2. In addition, we control for
the direct effect of firm entry and privatization sales on our indicators of stock market development by
including the growth in the number of firms listed on the stock exchange and the yearly privatization

30

For the traded value over GNP ratio, we removed the 1989 observations for Indonesia. In that year,
the growth rate of the traded value over GNP equalled an 11700%, which is more than five times as large as
the second largest growth rate in the sample.
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sales, scaled by GNP, in the regressions. The privatization sales term should capture any direct effect
of privatization share issues independent from its effect on policy risk, as well as any contemporaneous
liquidity benefits from privatization listings. The summary statistics of the regression variables can be
found in Table 1 of Appendix 3.
We also control again for stock market liberalization. Most of the stock markets in our sample
were liberalized during our sample years. Henry (2000) and Bekaert and Harvey (1999) show that in
the period around these liberalizations, markets experienced positive abnormal returns, and dividend
yields dropped. This suggests that market capitalization, traded value and stock returns jump up during
the implementation of market liberalization. Over the medium term, later stock market growth may also
be affected by an earlier liberalization, if investors confidence builds up and more firms acquire listings
to profit from the resulting lower cost of capital. We therefore include two dummies that capture
whether or not the stock market is or has been liberalized. These dummies are identical to the ones used
in the regressions presented in Table 4.
We perform regressions both with and without country dummies. In all cases the inclusion of
country dummies worsens the fit of the regression, measured by the adjusted R-squared. This suggests
that there are no significant country effects. Table 6 reports the results of all the regressions, where we
exclude country dummies. The equations indicate that policy indicators (liberalization and policy risk)
perform well at explaining the remarkable sample variation, particularly our measure of policy risk.32 A
simple F-test on the coefficients of the model with the growth in traded value to GNP as dependent
variable rejects the validity of the model. We therefore do not interpret its results.
Note that the coefficient for the privatization sales over GNP term is insignificant in all
regressions. This is consistent with the notion that policy risk perception is a summary statistics of the

31

In the regression on excess returns, the size of our sample is reduced to around 190 because we do not
have return data for all years and countries.
32
Exclusion of the liberalization dummies does not affect the significance of policy risk.
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effect of privatization on confidence and thus on the required rate of return. In other words, there is no
significant direct effect of privatization sales after controlling for changes in policy risk.33
In accordance with Henry (2000) and Bekaert and Harvey (1999), we find that stock returns
jump around the date of financial liberalization, and that stock market liberalization dummies are also
related to other measures of market development. The regressions also confirm that excess stock returns
are strongly related to changes in the CCR indicator. The medium term effect of liberalization on stock
returns is negative and significant. All in all, the results seem to suggest that risk premiums decline
around and after liberalization, leading to somewhat lower returns, in accordance with Henry (2000)
and Bekaert and Harvey (1999).

33

This does not mean that current privatization sales have no impact on policy risk indicators; in section
II we saw that when we regressed our policy risk measures on the simultaneous flow of privatization sales,
there is a positive and significant effect.

25

Table 6: Stock market development, liberalization and policy risk.
The sample consists of the 22 privatizing and 9 non-privatizing countries (see Table 1 of Appendix 1). For the latter group,
we use stock market development data from 1988 to 1995. For the countries included in our sample of privatizing, we use
stock market development data for the years as reported in Table 1 of Appendix 1. All yearly data for the 31 countries are
pooled into one sample after which we regress three different measures of stock market development on policy risk
improvement and stock market liberalization. As dependent variables we use growth in market capitalization over GNP
(panel A), growth in traded value over GNP (panel B), and local stock market returns adjusted for world stock market
returns (panel C). As policy risk indicator we use relative changes in the Institutional Investor’s country credit rating.
Liberalization’ is a dummy that equals one in the year of stock market liberalization and in those years that follow.
‘Liberalization Event’ is a dummy that equals one in the year/years in which the liberalization actually took place. As
macro-economic control variables we use growth in GNP per capita, growth in trade to GNP, real depreciation, inflation
(both in levels and changes), and inflow of foreign direct investment. We also control for privatization sales over GNP (in
%) and the growth in the number of listed firms. Model (1) is estimated using OLS. Model (2) is estimated using
instrumental variables. We use lagged values of changes in policy risk and lagged values of the level of policy risk as
instruments for current changes in policy risk. The t-values are in parentheses. They are calculated using White
heteroskedasticity-consistent standard errors. The Durbin-Wu-Hausman statistic tests the null hypothesis that the use of
instrumental variables does not change the estimation outcome.

Panel A

Constant
Growth in GNP Per Capita
Growth in Trade to GNP
Real Depreciation
Growth in Debt Service to GNP
Inflation
Growth in Inflation
Foreign Direct Investment/GNP
Growth in Number of Firms
Privatization Sales/GNP
Liberalization
Liberalization Event

Dependent Variable:
Growth in Market Capitalization over GNP
OLS
(1)
***.16
(2.72)
***-1.32
(-2.93)
-.22
(-.48)
***-1.19
(-3.50)
-.03
(-.17)
***-2.70
(-3.12)
-.21
(-.25)
-1.71
(-.78)
**1.82
(2.09)
.012
(.38)
-.043
(-.38)
**.43
(2.14)

IV
(2)
***.16
(3.13)
**-1.18
(-2.35)
-.17
(-.38)
***-1.14
(-4.26)
-.06
(-.39)
***-2.46
(-3.76)
-.03
(-.05)
-1.44
(-1.03)
*1.63
(1.81)
.024
(.81)
-.055
(-.52)
**.42
(2.21)

Improvement in:
Country Credit Rating (relative change)

Adjusted R-squared
F-test (p-value)
Durbin-Wu-Hausman test (p-value)
Sargan test of overidentifying restrictions (pvalue)
Number of observations

***1.83
(3.15)

**1.41
(2.01)

.21
.000
-

.20
.546
.305

243

180
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Panel B

Constant
Growth in GNP Per Capita
Growth in Trade to GNP
Real Depreciation
Growth in Debt Service to GNP
Inflation
Growth in Inflation
Foreign Direct Investment/GNP
Growth in Number of Firms
Privatization Sales/GNP
Liberalization
Liberalization Event

Dependent Variable:
Growth in Traded Value over GNP
OLS
(1)
***.683
(3.50)
-.86
(-.72)
.03
(.03)
**-1.77
(-2.29)
-.407
(-.69)
**-5.05
(-1.98)
1.170
(.58)
-.058
(-1.03)
**3.09
(2.55)
-.002
(-.02)
-.501
(-1.48)
.503
(.94)

Improvement in:
Country Credit Rating (relative change)

Adjusted R-squared
F-test (p-value)
Durbin-Wu-Hausman test (p-value)
Sargan test of overidentifying restrictions (pvalue)
Number of observations

***4.74
(2.95)
.04
**.055
244
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Panel C

Constant
Growth in GNP Per Capita
Growth in Trade to GNP
Real Depreciation
Growth in Debt Service to GNP
Inflation
Growth in Inflation
Foreign Direct Investment/GNP
Growth in Number of Firms
Privatization Sales/GNP
Liberalization
Liberalization Event

Dependent Variable:
MSCI-World Index Adjusted Returns
OLS
(1)
-.001
(-.29)
-.016
(-.44)
-.022
(-.60)
***-.093
(-4.02)
-.002
(-.21)
-.14
(-1.22)
-.10
(-.45)
.055
(.39)
-.004
(-.29)
-.001
(-.22)
-.010
(-1.62)
**.023
(2.55)

IV
(2)
-.002
(-.38)
-.011
(-.28)
-.022
(-.70)
***-.094
(-4.15)
-.002
(-.20)
*-.15
(-1.80)
-.08
(-.36)
.058
(.63)
-.004
(-.29)
.001
(.21)
**-.010
(-2.19)
***.022
(2.27)

Improvement in:
Country Credit Rating (relative change)

***.141
(2.92)

*.092
(1.69)

.26
.00
-

.25
.294
.377

161

161

Adjusted R-squared
F-test (p-value)
Durbin-Wu-Hausman test (p-value)
Sargan test of overidentifying restrictions (pvalue)
Number of observations

We have analyzed whether liberalization makes markets more sensitive to changes in policy
risk. However, the coefficients on interaction terms are not significant.
Surprisingly, including country dummies in the regressions generally worsens the overall fit,
but increases the coefficients of the CCR indicators in the capitalization regression.
We also checked whether inclusion of the initial level of the CCR indicator as explanatory
variable in the regressions affects the results. The argument would be that stock market development
depends on the initial level of policy risk. However, we find that the coefficient is insignificant.
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An additional concern on the results is the possible role of large outliers. We checked this
possibility by excluding countries with extreme market development patterns (Portugal and Indonesia),
obtaining similar results. We also excluded all observations where changes in market development
measures were more than four standard deviations away from the mean. This reduces the size of the
coefficients somewhat, without changing the pattern of significance across the different regressions.
Again, the second model specification is rejected by a simple F-test.
Finally, we consider the possibility of reverse causality. The level of privatization may be
influenced by the degree of market development, or perceived policy risk may be affected by the level of
the domestic stock market. We therefore test for robustness by using instrumental variables (IV) with
respect to the policy risk variable.
Since it is difficult to find additional instruments of improvements in policy risk index, we use
lagged variables, both the lagged change in CCR and the lagged level of CCR. We use the Durbin-WuHausman statistic to test the null hypothesis that the use of instrumental variables does not change the
estimation outcome. We also use the Sargan test of overidentifying restrictions to test for the validity of
these instruments. Column (2) in Table 6 present the IV results. We do not report the IV results for the
model specification with growth in traded value to GNP as dependent variable because the model is
rejected by a F-test.34 for the three model specifications. These estimates control for heteroskedasticity.
The IV results are quite similar to the OLS results, although we find that the effect of an
improvement in policy risk on the measures of stock market development is lower for the IV
regressions. Also, the statistical significance of the IV estimates for the policy risk variable is lower
than for the OLS results. The general conclusion is that the OLS results do not seem to suffer from a
reverse causality problem where stock market development causes improvement in policy risk.

34

We have estimated the second model specification using IV and found that the coefficient for the
change in policy risk variable was significant at the 10% level, but that the Sargan test of overidentifying
restrictions rejected the use of lagged values of the change and the level of CCR as instruments.
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We conclude therefore that policy risk improvements, correlated with the existence of a
sustained privatization and liberalization program, appear to be an important factor in the rapid
development of emerging stock markets, and its impact is economically quite significant.

Conclusions
We have presented evidence that the resolution of policy risk through sustained privatization
and liberalization policy has been an important source for the recent growth in emerging stock markets.
Sustained privatization seems to gradually strengthen the institutional framework by forcing a
resolution of policy and legal uncertainties which had till then hindered equity market development,
leading to increase in investor confidence. On average, this process seems to take place gradually as
privatization proceeds, with much of the resolution taking place during actual privatization, as opposed
to the announcement and preparation period. We also confirm earlier results that the process of
liberalization has a positive impact on return and market capitalization. The greater significance of
policy risk measures is consistent with the notion that both privatization and liberalization initiate a
process of confidence building which requires consistency in the announced policies.
There is a tradition of policy risk even in developed economies;35 the temptation to reverse
policy after privatization is particularly strong for many areas of traditional public ownership which
used to be monopolies, such as telecommunications, utilities and infrastructure.36 Yet policy risk
represents a particular dilemma for investors in emerging economies, where contractual and
institutional uncertainty is greater, due to less established market institutions, less political stability and
more state interference leading to major discrete policy changes.
One interpretation of our approach is as an attempt to investigate the dynamics of required
returns on investments. There is by now a general consensus in finance that required returns on equity
evolve over time. We have indicated some evidence of such dynamics for country risk, particularly in

35

See Jones et al, 1999, on NTT in Japan, and Grandy (1989) for the US.
Such industries possess major fixed sunk investments, which produce a steady cash flow from users
which represent large quasi rents; their allocation to private investors may arouse strong political opposition
from insiders or users, producing a high risk of ex post expropriation.
36
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emerging markets. The confidence building model also suggests that major reforms such as
privatization and liberalization may have a delayed rather than immediate effect on market
development, and can thus explain the so called "return to integration": in countries which liberalized
and maintained their policy, investors have been able to capture excess returns during the process on all
domestic assets, as their ultimate payoff and risk profile depends on the actual degree of protection of
property rights. Other more direct benefits of privatization, such as improved risk sharing and liquidity
as a result of new listings, would be immediately incorporated in market prices and volumes.
Market oriented policy reforms such as privatization require legislation to reduce regulatory
and legal uncertainty, greater protection of investors, removing restrictions on foreign ownership and
competitive entry, and a reduction in the bias historically favorable to public sector borrowing.37; the
real test is of course the proper enforcement of such rules. While there may be resistance from
established interests to improvements in such rules (Rajan and Zingales, 2001), the necessity to attract
investors often leads to more reliable supervision, the promotion of better accounting standards and
transparent disclosure rules, the support of procedures to contest managerial decisions.
A final but important point is that it is possible that privatization can by itself resolve policy
risk by helping to overcome political resistance to market reforms and their effect, perhaps because it
establishes a broader-based ownership. Biais and Perotti (2001) explain how a large privatization
program may be designed so as to reduce policy risk of future policy reversals. A market-oriented party
may increase the probability of being re-elected by implementing a series of underpriced sales, where
excess demand is rationed so as to ensure a broad diffusion of shareholding and to reward long term
holdings. A wide diffusion of shares may then shift the voting preferences of the middle class, creates
political support for market reforms and reduces policy risk and the equity risk premium.38

37

A final benefit of privatization is that it makes regulatory policy more subject to public scrutiny,
which allows a transparent public debate and increased reliance on legal, as opposed to administrative,
recourse.
38
Jones et al (1999) find significant empirical support for these conclusions by analysing the pricing and
share allocations affiliated with privatization sales.
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In our view there is much promise for research in the area of political economy and finance.
Privatization, just as nationalization, has strong redistributive effects and tends to cause political
conflict, whose outcome is both relevant and informative for investors.
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Appendix 1: Special cases in defining the privatization period and a list of the privatizating
countries
For 6 countries, we deviate from the quantitative definitions of privatization periods given in the text.
Argentina: We put 1989 in the announcement period. In 1989 the newly-elected President Menem
immediately announced a privatization plan which already led to sales in 1990 (Sader, 1993)
Brazil: In 1988, there was one large privatization transaction; however, in 1989 and 1990 there were no
sales. In 1990 a privatization plan was announced, which took of in 1991 (Sader (1993)). Hence we
regard 1990 as part of the announcement period.
Chile: This country has a long tradition of privatization, extending back to the early 70s. This period
consists of two waves of privatization, according to Hachette and Luders (1993). We take the second
wave of privatization as our focus of analysis. For privatization sales before 1988 we rely on Hachette
and Luders and use 1985 as the start of privatization.
Jamaica: For Jamaica we were unable to obtain information about the precise sales before 1988. We
rely here on Leeds (1991) (“Privatization Through Public Offerings: Lessons from Two Jamaican
Cases” in R. Ramamurti and R. Vernon (eds.) Privatization and Control of State-Owned Enterprises,
World Bank, Washington DC ) who claims that privatization started off in 1986.
Malaysia: We rely on Sader (1993) and Galal, Jones and Vogelsang (1994) who claim that
privatization started in 1985.
Mexico: For Mexico we use Rodriguez (1992) for obtaining privatization sales data before 1988. We
neglect the revenues of privatization in 1983 and 1984. Privatization in that period mostly involved
liquidation of assets. Revenues were around 40 million and 1 million respectively for those years. In
1985 sales were 113, and remained above 100 million afterwards. (See Rodriguez 1992).
The countries in our sample of privatizers, and the resulting classification of privatization periods are
reported in Table 1.
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Table 1: Sample of countries and their privatization periods
PRIVATIZERS:
Privatization periods:

ARGENTINA
BANGLADESH
BRAZIL
CHILE
COLOMBIA
COTE D’IVOIR
GREECE
INDIA
INDONESIA
JAMAICA
MALAYSIA
MEXICO
NIGERIA
PAKISTAN
PERU
PHILIPPINES
PORTUGAL
SRI LANKA
THAILAND
TUNESIA
TURKEY
VENEZUELA

Pre
87
85
88
81
87
87
86
87
87
82
81
81
85
86
87
85
85
85
88
84
84
86

Announcement
89
87
90
83
89
89
88
89
89
84
83
83
87
88
89
87
87
87
90
86
86
88

Early
90
89
91
85
91
91
90
91
91
86
85
85
89
90
91
89
89
89
92
88
88
90

Late
92
93
93
88
93
95
90
94
95
89
92
91
93
94
94
93
92
92
93
92
90
91

NON-PRIVATIZERS:
EGYPT
ISRAEL
JORDAN
MOROCCO
SOUTH AFRICA
SOUTH KOREA
TAIWAN
TRINIDAD & TOBEGO
ZIMBABWE
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Appendix 2: Overview of the Policy risk Indicators

Table 1: Rankings for the importance of factors in Country Credit Risk Ratings.
Factor

1979

1994

Debt Service

1

1

Political Outlook

3

2

Economic Outlook

2

3

Financial Reserves/Current Account

4

4

Trade Balance

5

5

Foreign Direct Investment

6

6

Fiscal Policy

9

7

Inflow of Portfolio Investment

8

8

Access to Capital Markets

7

9

Source: Erb, Harvey and Viskanta (1996b).
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Appendix 3: Data

Table 1: Descriptive statistics for regression variables
Variables

Mean

Median

Maximum

Minimum

Standard
deviation

Number of
Observations

Percentage change in Country
Credit Rating
Growth in Capitalization/GNP (%)

1.8

1.9

35.4

-41.2

8.9

310

34.7

14.9

678.6

-74.7

84.7

303

Growth in Traded Value/GNP (%)

84.3

25.5

2,279.8

-87.5

246.4

303

Stock market return in excess of
MSCI World Index (%)
Privatization Sales/GNP (%)

.63

.24

17.7

-12.4

4.2

189

.46

.020

11.0

.00

1.1

309

Growth in Number of Firms (%)

6.9

3.2

162.5

-21.5

19.8

297

Growth in GNP per capita (%)

5.9

6.9

89.9

-51.0

15.3

309

Growth in Trade/GNP (%)

3.3

2.3

51.2

-23.7

10.3

299

Growth in Debt Service/GNP (%)

2.2

-.34

182.9

-66.1

29.0

263

-9.6

-6.0

60.7

-97.4

20.2

310

115.4

11.3

7,481.7

-1.0

578.0

310

12.0

-4.6

1,104.9

-3,406.8

235.3

293

1.4

0.9

10.4

-2.1

1.7

296

.37

.0

1.0

.0

.5

310

Real depreciation (%)
Inflation (%)
Growth in Inflation (%)
Foreign Direct Investment Inflow
/GNP (%)
Liberalization dummy

Sources: International Financial Statistics (IMF), Global Development Finance (World Bank), Institutional
Investor.
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Figure 1: Credibility and uncertainty over time
Our simulation uses the following parameter values: the reversal cost is distributed on [0,30],
the government discount factor is N=0.90, the control benefit is 0.1, and the number of firms to
be sold is N=20.

Confidence Building and Uncertainty
1.2
1
0.8
0.6
0.4
0.2
0
1

2

3

4

5

6

7

8

9

10 11 12 13 14 15 16 17 18 19 20 21

confidence

uncertainty

40

NOTE DI LAVORO DELLA FONDAZIONE ENI ENRICO MATTEI
Fondazione Eni Enrico Mattei Working Papers Series
Our working papers are available on the Internet at the following addresses:
Server WWW: WWW.FEEM.IT
Anonymous FTP: FTP.FEEM.IT
To order any of these papers, please fill out the form at the end of the list.
CLIM

1.2000

CLIM
CLIM

2.2000
3.2000

SUST

4.2000

CLIM
MGMT

5.2000
6.2000

SUST

7.2000

CLIM
VOL

8.2000
9.2000

KNOW

10.2000

CLIM

11.2000

KNOW

12.2000

KNOW

13.2000

KNOW
ETA
ETA
CLIM

14.2000
15.2000
16.2000
17.2000

CLIM
VOL

18.2000
19.2000

CLIM

20.2000

CLIM

21.2000

CLIM

22.2000

PRIV

23.2000

ETA

24.2000

ETA
KNOW
KNOW

25.2000
26.2000
27.2000

SUST
KNOW

28.2000
29.2000

CLIM
CLIM

30.2000
31.2000

Claudia KEMFERT: The Impacts of Emissions Trading on World Economies. Contemplation of baseline
emissions paths and a ceiling on emissions trading
Pascal FAVARD: Does Productive Capital Affect the Order of Resource Exploitation?
Robert T. DEACON (xxxix): The Political Economy of Environment-Development Relationships: A
Preliminary Framework
Piet RIETVELD and Roberto ROSON: Joint Costs in Network Services: the Two-way Problem in the Case
of Unbalanced Transport Markets
Robert S. PINDYCK (xxxix): Irreversibilities and the Timing of Environmental Policy
Domenico SINISCALCO, Stefania BORGHINI, Marcella FANTINI and Federica RANGHIERI (xl): The
Response of Companies to Information-Based Environmental Policies
Guy D. GARROD, Riccardo SCARPA and Ken G. WILLIS: Estimating the Benefits of Traffic Calming on
Through Routes: A Choice Experiment Approach
ZhongXiang ZHANG: Estimating the Size of the Potential Market for the Kyoto Flexibility Mechanisms
Jean-Christophe PEREAU and Tarik TAZDAIT (xli): Partial and Global Cooperation with Unilateral
Commitment in the Presence of Global Environmental Problems
Giacomo CALZOLARI and Giovanni IMMORDINO: Hormone Beefs, Chloridric Chicken and International
Trade: Can Scientific Uncertainty be an Informational Barrier to Trade?
Laura MARSILIANI and Thomas I. RENSTRÖM (xxxvi): Imperfect Competition, Labour Market
Distortions, and the Double Dividend Hypothesis
Patrizia BUSSOLI : An Empirical Analysis of Technological Convergence Process and RJVs in Europe at
the Firm Level
Luigi BENFRATELLO and Alessandro SEMBENELLI: Research Joint Ventures and Firm Level
Performance
Nicholas S. VONORTAS: US Policy towards Research Joint Ventures
Y.H. FARZIN: The Effects of Emissions Standards on Industry in the Short Run and Long Run
Francis BLOCH and Stéphane ROTTIER (xli): Agenda Control in Coalition Formation
Giovanni IMMORDINO: Looking for a Guide to Protect the Environment: the Development of the
Precautionary Principle
Hans W. GOTTINGER: Negotiation and Optimality in an Economic Model of Global Climate Change
Paola MILIZIA and Marialuisa TAMBORRA: Juridical Framework of Voluntary Agreements in Italy and
Policy Relevance at the Local Level
Richard S.J. TOL, Wietze LISE and Bob van der ZWAAN (xli): Technology Diffusion and the Stability of
Climate Coalitions
Pietro TEATINI and Giuseppe GAMBOLATI (xlii): The Impact of Climate Change, Sea-Storm Events and
Land Subsidence in the Adriatic
Emiliano RAMIERI (xlii): An Overview of the Vulnerability of Venice to the Impacts of Climate Change
and Sea Level Rise
Bernardo BORTOLOTTI, Marcella FANTINI and Carlo SCARPA: Why do Governments Sell Privatised
Companies Abroad?
Carlo CARRARO and Gilbert E. METCALF: Behavioral and Distributional Effects of Environmental
Policy: Introduction
Santiago J. RUBIO and Juana AZNAR: Sustainable Growth and Environmental Policies
Francesca RECANATINI and Randi RYTERMAN: Disorganisation or Self-Organisation?
Giorgio BARBA NAVARETTI and David TARR: International Knowledge Flows and Economic
Performance. An Introductory Survey of the Evidence
Francesca CODA CANATI: Secondary Raw Materials Market Creation: Waste Stock Exchange
Giorgio BRUNELLO and Simona COMI: Education and Earnings Growth. Evidence from 11 European
Countries
Michael GRUBB: The Kyoto Protocol: an Economic Appraisal
Gérard MONDELLO and Mabel TIDBALL (xxxix): Environmental Liability and Technology Choice: A
Duopolistic Analysis

KNOW

32.2000

VOL

33.2000

SUST

34.2000

CLIM
CLIM
CLIM
CLIM

35.2000
36.2000
37.2000
38.2000

CLIM
CLIM

39.2000
40.2000

SUST

41.2000

PRIV
CLIM

42.2000
43.2000

CLIM

44.2000

WAT
CLIM

45.2000
46.2000

PRIV
ETA
ETA

47.2000
48.2000
49.2000

ETA

50.2000

PRIV
PRIV
PRIV

51.2000
52.2000
53.2000

KNOW

54.2000

ETA

55.2000

CLIM
VOL
ETA

56.2000
57.2000
58.2000

SUST

59.2000

CLIM

60.2000

CLIM
KNOW

61.2000
62.2000

KNOW
WAT
WAT
KNOW

63.2000
64.2000
65.2000
66.2000

CLIM

67.2000

CLIM

68.2000

KNOW
CLIM
VOL

69.2000
70.2000
71.2000

Alberto PETRUCCI and Edmund PHELPS: Capital Subsidies Versus Labour Subsidies: A Trade-Off
between Capital and Employment?
Petr ŠAUER, Antonín DVOŘÁK and Petr FIALA: Negotiation between Authority and Polluters – Model
for Support of Decision Making in Environmental Policy: Principles and Experimental Case Test
Riccardo SCARPA, George W. HUTCHINSON and Sue M. CHILTON: Reliability of Benefit Value Transfers
from Contingent Valuation Data with Forest-Specific Attributes
Allen PERRY (xlii): Impact of Climate Change on Tourism in the Mediterranean: Adaptive Responses
Laura MARSILIANI and T.I. RENGSTRÖM (xxxvi): Inequality, Environmental Protection and Growth
Massimiliano MONTINI (xlii): Italian Policies and Measures to Respond to Climate Change
Horst STERR, Richard KLEIN and Stefan REESE (xlii): Climate Change and Coastal Zones. An Overview
of the State-of-the-Art on Regional and Local Vulnerability Assessment
Tullio SCOVAZZI (xlii): Ideas Behind the New or Updated Mediterranean Legal Instruments
Dimitrios GEORGAS (xlii): Assessment of Climatic Change Impacts on Coastal Zones in the
Mediterranean. UNEP’s Vulnerability Assessments Methodology and Evidence from Case Studies
Herath M. GUNATILAKE and Ujjayant CHAKRAVORTY: Forest Resource Extraction by Local
Communities: A Comparative Dynamic Analysis
Giancarlo SPAGNOLO: Optimal Leniency Programs
Paolo BUONANNO, Carlo CARRARO, Efrem CASTELNUOVO and Marzio GALEOTTI: Emission Trading
Restrictions with Endogenous Technological Change
Alan S. MANNE and Richard G. RICHELS: A Multi-Gas Approach to Climate Policy – with and without
GWPs
Ujjayant CHAKRAVORTY and Chieko UMETSU: Basinwide Water Management: A Spatial Model
Don FULLERTON, Inkee HONG and Gilbert E. METCALF (xl): A Tax on Output of the Polluting Industry
is not a Tax on Pollution: The Importance of Hitting the Target
Axel GAUTIER and Dimitri PAOLINI: Delegation and Information Revelation
Andreas PAPANDREOU: Externality, Convexity and Institutions
Cesare DOSI and Michele MORETTO: The Timing of Adoption of Cleaner Technologies: Private Costs
and Public Incentives
Michele MORETTO and Roberto TAMBORINI: Liquidity: What can a “Hausbank” do that Other Lenders
Cannot Do?
Michele MORETTO and Paola VALBONESI: Option to Revoke and Regulation of Local Utilities
Giancarlo SPAGNOLO: Self-Defeating Antitrust Laws
William L. MEGGINSON and Maria K. BOUTCHKOVA: The Impact of Privatisation on Capital Market
Development and Individual Share Ownership
Giorgio BARBA NAVARETTI, Marzio GALEOTTI and Andrea MATTOZZI: Moving Skills from Hands to
Heads: Import of Technology and Export Performance
Elisabetta STRAZZERA, Riccardo SCARPA, Pinuccia CALIA, Guy GARROD and Ken WILLIS: Modelling
Zero Bids in Contingent Valuation Surveys
Paola CONCONI: Can Green Lobbies Replace a World Environmental Organisation?
Paola CONCONI and Carlo PERRONI (xli) : Issue Linkage and Issue Tie-in in Multilateral Negotiations
Fernando JARAMILLO, Hubert KEMPF and Fabien MOIZEAU (xli): Conspicuous Consumption, Social
Status and Clubs
Gianni CICIA and Riccardo SCARPA: Willingness to Pay for Rural Landscape Preservation: A Case Study
in Mediterranean Agriculture
Josef JANSSEN: Will Joint Implementation Survive International Emissions Trading? Distinguishing the
Kyoto Mechanisms
Carlo CARRARO: Costs, Structure and Equity of International Regimes for Climate Change Mitigation
Alberto BUCCI: On Scale Effects, Market Power and Growth when Human and Technological Capital are
Complements
Alberto BUCCI and H.C. SAGLAM: Growth Maximising Patent Lifetime
Michele MORETTO and Paolo ROSATO: The Value of Licences for Recreational Resources Use
Edi DEFRANCESCO and Paolo ROSATO: Recreation Management in Venice Lagoon
Carlo DELL’ARINGA and Claudio LUCIFORA: Inside the Black Box: Labour Market Institutions, Wage
Formation and Unemployment in Italy
Erkki KOSKELA, Markku OLLIKAINEN and Mikko PUHAKKA: Renewable Resources in an Overlapping
Generations Economy without Capital
A. Lans BOVENBERG and Lawrence H. GOULDER (xl): Neutralising the Adverse Industry Impacts of
CO2 Abatement Policies: What Does it Cost?
Ioanna KASTELLI: Science and Technology Policy in Greece. Policy Initiatives for R&D Cooperation
Katrin MILLOCK: Contracts for Clean Development – The Role of Technology Transfers
Alberto CAVALIERE and Fabio FRONTOSO SILVESTRI (xliii): Voluntary Agreements as Information
Sharing Devices: Competition and Welfare Effects

VOL

72.2000

VOL

73.2000

VOL

74.2000

VOL

75.2000

VOL

76.2000

VOL
VOL

77.2000
78.2000

VOL
VOL

79.2000
80.2000

VOL

81.2000

VOL
CLIM
KNOW

82.2000
83.2000
84.2000

KNOW

85.2000

ETA

86.2000

CLIM

87.2000

CLIM

88.2000

SUST

89.2000

SUST

90.2000

SUST
SUST
SUST

91.2000
92.2000
93.2000

SUST

94.2000

SUST

95.2000

SUST
SUST

96.2000
97.2000

CLIM

98.2000

CLIM

99.2000

KNOW
KNOW

100.2000
101.2000

WAT

102.2000

WAT

103.2000

KNOW
SUST

104.2000
105.2000

CLIM

106.2000

CLIM

107.2000

Na Li DAWSON and Kathleen SEGERSON (xliii): Voluntary Agreements with Industries: Participation
Incentives with Industry-wide Targets
Patricia M. BAILEY (xliii): The Application of Competition Law and Policy to Environmental
Agreements in an Oligopolistic Market
Joanna POYAGO-THEOTOKY (xliii): Voluntary Approaches and the Organisation of Environmental
R&D
Scott C. MATULICH, Murat SEVER and Fred INABA (xliii): Cooperative Bargaining to Internalise Open
Access Externalities: Implications of the American Fisheries Act
Allen BLACKMAN and James BOYD (xliii): Tailored Regulation: Will Voluntary Site-Specific
Environmental Performance Standards Improve Welfare?
Vincenzo DENICOLO’ (xliii): A Signaling Model of Environmental Overcompliance
Markus A. LEHMANN (xliii): Voluntary Environmental Agreements and Competition Policy. The Case
of Germany’s Private System for Packaging Waste Recycling
Hans H.B. VEDDER (xliii): Voluntary Agreements and Competition Law
Thomas P. LYON and John W. MAXWELL (xliii): Self-Regulation, Taxation and Public Voluntary
Environmental Agreements
Paola MANZINI and Marco MARIOTTI (xliii): A Bargaining Model of Voluntary Environmental
Agreements
Alain NADAI and Benoit MOREL (xliii): Product Ecolabelling, Competition and the Environment
Simone BORGHESI: Income Inequality and the Environmental Kuznets Curve
Giorgio BRUNELLO and Massimo GIANNINI: Stratified or Comprehensive? The Economic Efficiency of
School Design
Giorgio BRUNELLO, Simona COMI and Claudio LUCIFORA: The College Wage Gap in 10 European
Countries: Evidence from Two Cohorts?
Michael FINUS: Game Theory and International Environmental Co-operation: A Survey with an
Application to the Kyoto-Protocol
Clare GOODESS, Jean PALUTIKOF and Maureen AGNEW (xlii): Climate Change Scenarios for the
Mediterranean: A Basis for Regional Impact Assessment
Ian COXHEAD: Tax Reform and the Environment in Developing Economies: Is a Double Dividend
Possible?
Peter BARTELMUS and André VESPER (xliv): Green Accounting and Material Flow Analysis.
Alternatives or Complements?
Mark DE HAAN and Steven J. KEUNING (xliv): The NAMEA as Validation Instrument for
Environmental Macroeconomics
Jochen JESINGHAUS (xliv): On the Art of Aggregating Apples & Oranges
Jan KOLAR (xliv): Land Cover Accounting in the Czech Republic
Anil MARKANDYA, Alistair HUNT and Pamela MASON (xliv): Valuing Damages for Green Accounting
Purposes: The GARP II Approach
Anil MARKANDYA, Pamela MASON and Marialuisa TAMBORRA (xliv): Green National Accounting:
Synthesising and Extending the Welfare Based and Sustainability-standard Based Approaches
Martin O’CONNOR (xliv): Towards a Typology of “Environmentally-Adjusted” National Sustainability
Indicators: Key Concepts and Policy Application
Anton STEURER (xliv): Towards an Environmental Accounting Framework for the EU
Cesare COSTANTINO, Federico FALCITELLI and Angelica TUDINI (xliv): New Developments in
Environmental Accounting at Istat
Stefan BAYER and Claudia KEMFERT: Reaching National Kyoto-Targets in Germany by Maintaining a
Sustainable Development
ZhongXiang ZHANG: An Assessment of the EU Proposal for Ceilings on the Use of Kyoto Flexibility
Mechanisms
Maria Rosa BATTAGGION and Patrizia BUSSOLI: Italian Policy towards Cooperation in R&D
Giorgio BARBA NAVARETTI, Patrizia BUSSOLI, Georg VON GRAEVENITZ and David ULPH:
Information Sharing, Research Coordination and Membership of Research Joint Ventures
Cesare DOSI and William K. EASTER: Water Scarcity: Institutional Change, Water Markets and
Privatisation
Cesare DOSI and Naomi ZEITOUNI: Controlling Groundwater Pollution from Agricultural Nonpoint
Sources: An Overview of Policy Instruments
Alberto PETRUCCI: On Debt Neutrality in the Savers-Spenders Theory of Fiscal Policy
Roberto ROSON and Stefano SORIANI: Intermodality and the Changing Role of Nodes in Transport
Networks
Alain BOUSQUET and Pascal FAVARD: Does S. Kuznets’ Belief Question the Environmental Kuznets
Curves?
Ottavio JANNI: EU Biodiversity Conservation in Tropical Countries

VOL

108.2000

VOL
VOL

109.2000
110.2000

SUST
SUST

1.2001
2.2001

CLIM
CLIM
CLIM
ETA
CLIM

3.2001
4.2001
5.2001
6.2001
7.2001

MGMT

8.2001

VOL

9.2001

VOL
ETA

10.2001
11.2001

ETA

12.2001

KNOW
ETA
CLIM

13.2001
14.2001
15.2001

SUST

16.2001

SUST

17.2001

CLIM
VOL

18.2001
19.2001

ETA
ETA
ETA

20.2001
21.2001
22.2001

PRIV

23.2001

KNOW

24.2001

ETA

25.2001

PRIV

26.2001

CLIM

27.2001

ETA

28.2001

KNOW
CLIM
ETA

29.2001
30.2001
31.2001

MGMT
32.2001
Coalition
Theory
33.2001
Network
ETA
34.2001

Katrin MILLOCK and François SALANIE: Collective Environmental Agreements: An Analysis of the
Problems of Free-Riding and Collusion
Katrin MILLOCK: The Combined Use of Taxation and Voluntary Agreements for Energy Policy
Markus A. LEHMANN: The Impact of Voluntary Environmental Agreements on Firms’ Incentives for
Technology Adoption
Inge MAYERES and Stef PROOST: Should Diesel Cars in Europe be Discouraged?
Paola DORIA and Davide PETTENELLA: The Decision Making Process in Defining and Protecting
Critical Natural Capital
Alberto PENCH: Green Tax Reforms in a Computable General Equilibrium Model for Italy
Maurizio BUSSOLO and Dino PINELLI: Green Taxes: Environment, Employment and Growth
Marco STAMPINI: Tax Reforms and Environmental Policies for Italy
Walid OUESLATI: Environmental Fiscal Policy in an Endogenous Growth Model with Human Capital
Umberto CIORBA, Alessandro LANZA and Francesco PAULI: Kyoto Commitment and Emission Trading:
a European Union Perspective
Brian SLACK (xlv): Globalisation in Maritime Transportation: Competition, uncertainty and
implications for port development strategy
Giulia PESARO: Environmental Voluntary Agreements: A New Model of Co-operation Between
Public and Economic Actors
Cathrine HAGEM: Climate Policy, Asymmetric Information and Firm Survival
Sergio CURRARINI and Marco MARINI: A Sequential Approach to the Characteristic Function and the
Core in Games with Externalities
Gaetano BLOISE, Sergio CURRARINI and Nicholas KIKIDIS: Inflation and Welfare in an OLG Economy
with a Privately Provided Public Good
Paolo SURICO: Globalisation and Trade: A “New Economic Geography” Perspective
Valentina BOSETTI and Vincenzina MESSINA: Quasi Option Value and Irreversible Choices
Guy ENGELEN (xlii): Desertification and Land Degradation in Mediterranean Areas: from Science to
Integrated Policy Making
Julie Catherine SORS: Measuring Progress Towards Sustainable Development in Venice: A
Comparative Assessment of Methods and Approaches
Julie Catherine SORS: Public Participation in Local Agenda 21: A Review of Traditional and Innovative
Tools
Johan ALBRECHT and Niko GOBBIN: Schumpeter and the Rise of Modern Environmentalism
Rinaldo BRAU, Carlo CARRARO and Giulio GOLFETTO (xliii): Participation Incentives and the Design
of Voluntary Agreements
Paola ROTA: Dynamic Labour Demand with Lumpy and Kinked Adjustment Costs
Paola ROTA: Empirical Representation of Firms’ Employment Decisions by an (S,s) Rule
Paola ROTA: What Do We Gain by Being Discrete? An Introduction to the Econometrics of Discrete
Decision Processes
Stefano BOSI, Guillaume GIRMANS and Michel GUILLARD: Optimal Privatisation Design and Financial
Markets
Giorgio BRUNELLO, Claudio LUPI, Patrizia ORDINE, and Maria Luisa PARISI: Beyond National
Institutions: Labour Taxes and Regional Unemployment in Italy
Klaus CONRAD: Locational Competition under Environmental Regulation when Input Prices and
Productivity Differ
Bernardo BORTOLOTTI, Juliet D’SOUZA, Marcella FANTINI and William L. MEGGINSON: Sources of
Performance Improvement in Privatised Firms: A Clinical Study of the Global Telecommunications
Industry
Frédéric BROCHIER and Emiliano RAMIERI: Climate Change Impacts on the Mediterranean Coastal
Zones
Nunzio CAPPUCCIO and Michele MORETTO: Comments on the Investment-Uncertainty Relationship
in a Real Option Model
Giorgio BRUNELLO: Absolute Risk Aversion and the Returns to Education
ZhongXiang ZHANG: Meeting the Kyoto Targets: The Importance of Developing Country Participation
Jonathan D. KAPLAN, Richard E. HOWITT and Y. Hossein FARZIN: An Information-Theoretical
Analysis of Budget-Constrained Nonpoint Source Pollution Control
Roberta SALOMONE and Giulia GALLUCCIO: Environmental Issues and Financial Reporting Trends
Shlomo WEBER and Hans WIESMETH: From Autarky to Free Trade: The Impact on Environment
Margarita GENIUS and Elisabetta STRAZZERA: Model Selection and Tests for Non Nested Contingent
Valuation Models: An Assessment of Methods

NRM

35.2001

KNOW

36.2001

PRIV
CLIM

37.2001
38.2001

PRIV

39.2001

KNOW
Coalition
Theory
Network
Coalition
Theory
Network
Coalition
Theory
Network
Coalition
Theory
Network
NRM

40.2001
41.2001

NRM

46.2001

NRM

47.2001

CLIM
CLIM

48.2001
49.2001

SUST
SUST

50.2001
51.2001

SUST
SUST

52.2001
53.2001

SUST

54.2001

SUST

55.2001

SUST

56.2001

SUST

57.2001

SUST

58.2001

SUST

59.2001

ETA

60.2001

CLIM

61.2001

PRIV

62.2001

CLIM

63.2001

CLIM

64.2001

CLIM

65.2001

CLIM

66.2001

Carlo GIUPPONI: The Substitution of Hazardous Molecules in Production Processes: The Atrazine
Case Study in Italian Agriculture
Raffaele PACI and Francesco PIGLIARU: Technological Diffusion, Spatial Spillovers and Regional
Convergence in Europe
Bernardo BORTOLOTTI: Privatisation, Large Shareholders, and Sequential Auctions of Shares
Barbara BUCHNER: What Really Happened in The Hague? Report on the COP6, Part I, 13-25
November 2000, The Hague, The Netherlands
Giacomo CALZOLARI and Carlo SCARPA: Regulation at Home, Competition Abroad: A Theoretical
Framework
Giorgio BRUNELLO: On the Complementarity between Education and Training in Europe
Alain DESDOIGTS and Fabien MOIZEAU (xlvi): Multiple Politico-Economic Regimes, Inequality and
Growth

42.2001

Parkash CHANDER and Henry TULKENS (xlvi): Limits to Climate Change

43.2001

Michael FINUS and Bianca RUNDSHAGEN (xlvi): Endogenous Coalition Formation in Global Pollution
Control

44.2001

Wietze LISE, Richard S.J. TOL and Bob van der ZWAAN (xlvi): Negotiating Climate Change as a Social
Situation

45.2001

Mohamad R. KHAWLIE (xlvii): The Impacts of Climate Change on Water Resources of LebanonEastern Mediterranean
Mutasem EL-FADEL and E. BOU-ZEID (xlvii): Climate Change and Water Resources in the Middle
East: Vulnerability, Socio-Economic Impacts and Adaptation
Eva IGLESIAS, Alberto GARRIDO and Almudena GOMEZ (xlvii): An Economic Drought Management
Index to Evaluate Water Institutions’ Performance Under Uncertainty and Climate Change
Wietze LISE and Richard S.J. TOL (xlvii): Impact of Climate on Tourist Demand
Francesco BOSELLO, Barbara BUCHNER, Carlo CARRARO and Davide RAGGI: Can Equity Enhance
Efficiency? Lessons from the Kyoto Protocol
Roberto ROSON (xlviii): Carbon Leakage in a Small Open Economy with Capital Mobility
Edwin WOERDMAN (xlviii): Developing a European Carbon Trading Market: Will Permit Allocation
Distort Competition and Lead to State Aid?
Richard N. COOPER (xlviii): The Kyoto Protocol: A Flawed Concept
Kari KANGAS (xlviii): Trade Liberalisation, Changing Forest Management and Roundwood Trade in
Europe
Xueqin ZHU and Ekko VAN IERLAND (xlviii): Effects of the Enlargement of EU on Trade and the
Environment
M. Ozgur KAYALICA and Sajal LAHIRI (xlviii): Strategic Environmental Policies in the Presence of
Foreign Direct Investment
Savas ALPAY (xlviii): Can Environmental Regulations be Compatible with Higher International
Competitiveness? Some New Theoretical Insights
Roldan MURADIAN, Martin O’CONNOR, Joan MARTINEZ-ALER (xlviii): Embodied Pollution in
Trade: Estimating the “Environmental Load Displacement” of Industrialised Countries
Matthew R. AUER and Rafael REUVENY (xlviii): Foreign Aid and Direct Investment: Key Players in the
Environmental Restoration of Central and Eastern Europe
Onno J. KUIK and Frans H. OOSTERHUIS (xlviii): Lessons from the Southern Enlargement of the EU
for the Environmental Dimensions of Eastern Enlargement, in particular for Poland
Carlo CARRARO, Alessandra POME and Domenico SINISCALCO (xlix): Science vs. Profit in Research:
Lessons from the Human Genome Project
Efrem CASTELNUOVO, Michele MORETTO and Sergio VERGALLI: Global Warming, Uncertainty and
Endogenous Technical Change: Implications for Kyoto
Gian Luigi ALBANO, Fabrizio GERMANO and Stefano LOVO: On Some Collusive and Signaling
Equilibria in Ascending Auctions for Multiple Objects
Elbert DIJKGRAAF and Herman R.J. VOLLEBERGH: A Note on Testing for Environmental Kuznets
Curves with Panel Data
Paolo BUONANNO, Carlo CARRARO and Marzio GALEOTTI: Endogenous Induced Technical Change
and the Costs of Kyoto
Guido CAZZAVILLAN and Ignazio MUSU (l): Transitional Dynamics and Uniqueness of the BalancedGrowth Path in a Simple Model of Endogenous Growth with an Environmental Asset
Giovanni BAIOCCHI and Salvatore DI FALCO (l): Investigating the Shape of the EKC: A Nonparametric
Approach

CLIM

67.2001

CLIM

68.2001

NRM

69.2001

NRM

70.2001

CLIM
SUST

71.2001
72.2001

SUST

73.2001

SUST

74.2001

VOL

75.2001

PRIV

76.2001

PRIV

77.2001

ETA

78.2001

ETA

79.2001

ETA
ETA

80.2001
81.2001

NRM

82.2001

NRM

83.2001

CLIM
CLIM

84.2001
85.2001

CLIM
CLIM
ETA

86.2001
87.2001
88.2001

ETA

89.2001

CLIM

90.2001

CLIM
SUST

91.2001
92.2001

SUST

93.2001

CLIM
CLIM

94.2001
95.2001

ETA
SUST

96.2001
97.2001

NRM

98.2001

NRM

99.2001

NRM

100.2001

PRIV

101.2001

Marzio GALEOTTI, Alessandro LANZA and Francesco PAULI (l): Desperately Seeking (Environmental)
Kuznets: A New Look at the Evidence
Alexey VIKHLYAEV (xlviii): The Use of Trade Measures for Environmental Purposes – Globally and in
the EU Context
Gary D. LIBECAP and Zeynep K. HANSEN (li): U.S. Land Policy, Property Rights, and the Dust Bowl of
the 1930s
Lee J. ALSTON, Gary D. LIBECAP and Bernardo MUELLER (li): Land Reform Policies, The Sources of
Violent Conflict and Implications for Deforestation in the Brazilian Amazon
Claudia KEMFERT: Economy-Energy-Climate Interaction – The Model WIAGEM Paulo A.L.D. NUNES and Yohanes E. RIYANTO: Policy Instruments for Creating Markets for
Bodiversity: Certification and Ecolabeling
Paulo A.L.D. NUNES and Erik SCHOKKAERT (lii): Warm Glow and Embedding in Contingent
Valuation
Paulo A.L.D. NUNES, Jeroen C.J.M. van den BERGH and Peter NIJKAMP (lii): Ecological-Economic
Analysis and Valuation of Biodiversity
Johan EYCKMANS and Henry TULKENS (li): Simulating Coalitionally Stable Burden Sharing
Agreements for the Climate Change Problem
Axel GAUTIER and Florian HEIDER: What Do Internal Capital Markets Do? Redistribution vs.
Incentives
Bernardo BORTOLOTTI, Marcella FANTINI and Domenico SINISCALCO: Privatisation around the
World: New Evidence from Panel Data
Toke S. AIDT and Jayasri DUTTA (li): Transitional Politics. Emerging Incentive-based Instruments in
Environmental Regulation
Alberto PETRUCCI: Consumption Taxation and Endogenous Growth in a Model with New
Generations
Pierre LASSERRE and Antoine SOUBEYRAN (li): A Ricardian Model of the Tragedy of the Commons
Pierre COURTOIS, Jean Christophe PÉREAU and Tarik TAZDAÏT: An Evolutionary Approach to the
Climate Change Negotiation Game
Christophe BONTEMPS, Stéphane COUTURE and Pascal FAVARD: Is the Irrigation Water Demand
Really Convex?
Unai PASCUAL and Edward BARBIER: A Model of Optimal Labour and Soil Use with Shifting
Cultivation
Jesper JENSEN and Martin Hvidt THELLE: What are the Gains from a Multi-Gas Strategy?
Maurizio MICHELINI (liii): IPCC “Summary for Policymakers” in TAR. Do its results give a scientific
support always adequate to the urgencies of Kyoto negotiations?
Claudia KEMFERT (liii): Economic Impact Assessment of Alternative Climate Policy Strategies
Cesare DOSI and Michele MORETTO: Global Warming and Financial Umbrellas
Elena BONTEMPI, Alessandra DEL BOCA, Alessandra FRANZOSI, Marzio GALEOTTI and Paola ROTA:
Capital Heterogeneity: Does it Matter? Fundamental Q and Investment on a Panel of Italian Firms
Efrem CASTELNUOVO and Paolo SURICO: Model Uncertainty, Optimal Monetary Policy and the
Preferences of the Fed
Umberto CIORBA, Alessandro LANZA and Francesco PAULI: Kyoto Protocol and Emission Trading:
Does the US Make a Difference?
ZhongXiang ZHANG and Lucas ASSUNCAO: Domestic Climate Policies and the WTO
Anna ALBERINI, Alan KRUPNICK, Maureen CROPPER, Nathalie SIMON and Joseph COOK (lii): The
Willingness to Pay for Mortality Risk Reductions: A Comparison of the United States and Canada
Riccardo SCARPA, Guy D. GARROD and Kenneth G. WILLIS (lii): Valuing Local Public Goods with
Advanced Stated Preference Models: Traffic Calming Schemes in Northern England
Ming CHEN and Larry KARP: Environmental Indices for the Chinese Grain Sector
Larry KARP and Jiangfeng ZHANG: Controlling a Stock Pollutant with Endogenous Investment and
Asymmetric Information
Michele MORETTO and Gianpaolo ROSSINI: On the Opportunity Cost of Nontradable Stock Options
Elisabetta STRAZZERA, Margarita GENIUS, Riccardo SCARPA and George HUTCHINSON: The Effect of
Protest Votes on the Estimates of Willingness to Pay for Use Values of Recreational Sites
Frédéric BROCHIER, Carlo GIUPPONI and Alberto LONGO: Integrated Coastal Zone Management in
the Venice Area – Perspectives of Development for the Rural Island of Sant’Erasmo
Frédéric BROCHIER, Carlo GIUPPONI and Julie SORS: Integrated Coastal Management in the Venice
Area – Potentials of the Integrated Participatory Management Approach
Frédéric BROCHIER and Carlo GIUPPONI: Integrated Coastal Zone Management in the Venice Area –
A Methodological Framework
Enrico C. PEROTTI and Luc LAEVEN: Confidence Building in Emerging Stock Markets

(xxxvi) This paper was presented at the Second EFIEA Policy Workshop on “Integrating
Climate Policies in the European Environment. Costs and Opportunities”, organised by the
Fondazione Eni Enrico Mattei on behalf of the European Forum on Integrated
Environmental Assessment, Milan, March 4-6, 1999
(xxxvii) This paper was presented at the Fourth Meeting of the Coalition Theory Network
organised by the Fondazione Eni Enrico Mattei, CORE of Louvain-la-Neuve and GREQAM
of Marseille, Aix-en-Provence, January 8-9, 1999
(xxxviii) This paper was presented at the International Conference on “Trade and
Competition in the WTO and Beyond” organised by the Fondazione Eni Enrico Mattei and
the Department of International Studies of the University of Padua, Venice, December 4-5,
1998
(xxxix) This paper was presented at the 3rd Toulouse Conference on Environment and
Resource Economics, organised by Fondazione Eni Enrico Mattei, IDEI and INRA and
sponsored by MATE on “Environment, Energy Uses and Climate Change”, Toulouse, June
14-16, 1999
(xl) This paper was presented at the conference on “Distributional and Behavioral Effects of
Environmental Policy” jointly organised by the National Bureau of Economic Research and
Fondazione Eni Enrico Mattei, Milan, June 11-12, 1999
(xli) This paper was presented at the Fifth Meeting of the Coalition Theory Network
organised by the Fondazione Eni Enrico Mattei and the CODE, Universitat Autonoma de
Barcelona, Barcelona January 21-22, 2000
(xlii) This paper was presented at the International Workshop on "Climate Change and
Mediterranean Coastal Systems: Regional Scenarios and Vulnerability Assessment"
organised by the Fondazione Eni Enrico Mattei in co-operation with the Istituto Veneto di
Scienze, Lettere ed Arti, Venice, December 9-10, 1999.
(xliii)This paper was presented at the International Workshop on “Voluntary Approaches,
Competition and Competitiveness” organised by the Fondazione Eni Enrico Mattei within
the research activities of the CAVA Network, Milan, May 25-26,2000.
(xliv) This paper was presented at the International Workshop on “Green National
Accounting in Europe: Comparison of Methods and Experiences” organised by the
Fondazione Eni Enrico Mattei within the Concerted Action of Environmental Valuation in
Europe (EVE), Milan, March 4-7, 2000
(xlv) This paper was presented at the International Workshop on “New Ports and Urban
and Regional Development. The Dynamics of Sustainability” organised by the Fondazione
Eni Enrico Mattei, Venice, May 5-6, 2000.
(xlvi) This paper was presented at the Sixth Meeting of the Coalition Theory Network
organised by the Fondazione Eni Enrico Mattei and the CORE, Université Catholique de
Louvain, Louvain-la-Neuve, Belgium, January 26-27, 2001
(xlvii) This paper was presented at the RICAMARE Workshop “Socioeconomic
Assessments of Climate Change in the Mediterranean: Impact, Adaptation and Mitigation
Co-benefits”, organised by the Fondazione Eni Enrico Mattei, Milan, February 9-10, 2001
(xlviii) This paper was presented at the International Workshop “Trade and the
Environment in the Perspective of the EU Enlargement ”, organised by the Fondazione Eni
Enrico Mattei, Milan, May 17-18, 2001
(xlix) This paper was presented at the International Conference “Knowledge as an
Economic Good”, organised by Fondazione Eni Enrico Mattei and The Beijer International
Institute of Environmental Economics, Palermo, April 20-21, 2001
(l) This paper was presented at the Workshop “Growth, Environmental Policies and +
Sustainability” organised by the Fondazione Eni Enrico Mattei, Venice, June 1, 2001
(li) This paper was presented at the Fourth Toulouse Conference on Environment and
Resource Economics on “Property Rights, Institutions and Management of Environmental
and Natural Resources”, organised by Fondazione Eni Enrico Mattei, IDEI and INRA and
sponsored by MATE, Toulouse, May 3-4, 2001
(lii) This paper was presented at the International Conference on “Economic Valuation of
Environmental Goods”, organised by Fondazione Eni Enrico Mattei in cooperation with
CORILA, Venice, May 11, 2001
(liii) This paper was circulated at the International Conference on “Climate Policy – Do We
Need a New Approach?”, jointly organised by Fondazione Eni Enrico Mattei, Stanford
University and Venice International University, Isola di San Servolo, Venice, September 6-8,
2001

2000 SERIES
MGMT

Corporate Sustainable Management (Editor: Andrea Marsanich)

CLIM

Climate Change Modelling and Policy (Editor: Marzio Galeotti )

PRIV

Privatisation, Antitrust, Regulation (Editor: Bernardo Bortolotti)

KNOW

Knowledge, Technology, Human Capital (Editor: Dino Pinelli)

WAT

Water and Natural Resources Management (Editor: Carlo Giupponi)

SUST

Sustainability Indicators and Impact Assessment (Editor: Marialuisa Tamborra)

VOL

Task Force on Voluntary Agreements (Editor: Rinaldo Brau)

ETA

Economic Theory and Applications (Editor: Carlo Carraro)

2001 SERIES
MGMT

Corporate Sustainable Management (Editor: Andrea Marsanich)

CLIM

Climate Change Modelling and Policy (Editor: Marzio Galeotti )

PRIV

Privatisation, Antitrust, Regulation (Editor: Bernardo Bortolotti)

KNOW

Knowledge, Technology, Human Capital (Editor: Dino Pinelli)

NRM

Natural Resources Management (Editor: Carlo Giupponi)

SUST

Sustainability Indicators and Environmental Evaluation
(Editor: Marialuisa Tamborra)

VOL

Voluntary and International Agreements (Editor: Carlo Carraro)

ETA

Economic Theory and Applications (Editor: Carlo Carraro)

SUBSCRIPTION TO “NOTE DI LAVORO”
Starting from January 1998 Fondazione Eni Enrico Mattei issues a Periodic E-mail “Note di Lavoro” Bulletin
listing the titles and the abstracts of its most recent Working Papers.
All the “Note di Lavoro” listed in the Bulletin are available on the Internet and are downloadable from Feem’s
web site “www.feem.it”.
If you wish to receive hard copies you may choose from the payment options listed in the following table
(minimum order: 10 papers)*.
*Orders for individual papers should clearly indicate the “Nota di Lavoro” number and can therefore be issued
for published papers only.
All orders must be sent by fax to:
“Publications Office” - Fondazione Eni Enrico Mattei: Fax +39+2+52036946
PAYMENT OPTIONS
How many papers?

What’s the price?

How to pay?

10 or more*

US$ 4.00 each
By Credit card or Bank transfer
ITL 7,000 each
Annual subscription
US$ 250.00
By Credit card or Bank transfer
(approx. 100 papers/year)
ITL 425,000
*Please fill out the Working Paper Subscription Form indicating your preferences
(Periodic E-mail “Note di Lavoro” Bulletin, Annual subscription, Order for individual papers - minimum 10*)!
✄.............................................................................................................................................................................................................

WORKING PAPER SUBSCRIPTION FORM

Name:__________________________________________________________________________________
Affiliation(if applicable):_____________________________________________________________________
Address: ________________________________________________________________________________
________________________________________________________________________________
________________________________________________________________________________
Phone: _____________________ Fax: ________________________ E-mail: ______________________
I wish to:

Amount due:

receive the Periodic E-mail Working Papers Bulletin
place a full annual subscription for 2001 (US$ 250.00/ITL 425,000)

_________________

order no......individual papers (minimum 10 papers at US$ 4.00/ITL 7,000 each)* _________________
Total

_________________

I will pay by:
VISA

American Express

Card No. __________________ Expiration Date: ___________________

Signature: ____________________
Bank transfer in US$ (or Italian Lire in Italy) to Fondazione Eni Enrico Mattei - account no. 39341-56 SWIFT ARTIITM2 - ABI 03512 - CAB 01614 - Credito Artigiano - Corso Magenta 59, 20123 Milano, Italy.
Copy of the bank transfer should be faxed along with the order.
Please return this duly completed form to:
“Publications Office” - Fondazione Eni Enrico Mattei - Corso Magenta, 63 - 20123 Milano, Italy

