EC30032/33 FINAL YEAR RESEARCH PROJECT

TITLES 2001/2002

1. HAS THE INTRODUCTION OF THE EURO CAUSED THE RECENT INCREASE IN MERGER ACTIVITY IN EUROPE’S FINANCIAL SECTOR?

Matthew Cox

This study examines the claim that the recent increase in merger activity in Europe’s financial sector is due to the introduction of the single currency.  The analysis is based on comparison of the relationship between merger activity and share prices for a number of eurozone and non-eurozone countries.  The evidence suggests that this relationship changes significantly during the early 1990’s in the eurozone countries.  This research goes onto finds that the preparation for, and the introduction of, the euro has had a profound effect on the level of merger activity in Europe’s financial sector.

2. ECONOMICS OF THE ARTS.  SHOULD WE CONTINUE TO SUBSIDISE THE ARTS IN GREAT BRITAIN?

Jayne Ann Davies

‘Attending the opera, the theatre, or going to a museum, it is alleged, leads the consumer to be a better citizen.  This rationale appears to be based on the proposition that the arts are educational, that they improve the quality of citizenship, that they make the citizen more thoughtful, and that they teach him about the world.  It is undoubtedly true that there is something to this position.’  (Moore 1968)

3. FINANCIAL LIBERALISATION AND EMERGING STOCK MARKET VOLATILITY

Tobian Dean

The past two decades have seen an explosion in the use of equity markets worldwide.  The fail from grace of South America and the Dragon and Tiger economies South Asia has called to question the portfolio investments made by foreign investment boutiques in causing excess volatility in these new markets?  Is this greater at any particular period in the course of liberalisation?  And is there any credence to the ideas put forward that the pace of Liberalisation should be tempered?  In this dissertation I look at the benefits to be gained from the establishment of a domestic stock market and Capital market liberalisation, the role of the Portfolio Investor and how they contribute to the markets’ development and running, with specific reference in section four to their affects on market volatility.  After testing unconditional variance of three emerging markets to see if:  First if there is an increase in volatility ex post liberalisation.  And secondly if the markets undergoing more rapid liberalisation are more volatile.  I reach the conclusion that liberalisation increases stock price volatility, however more liberalised economies experience less volatility than those only partially liberalised.

4. GROUP LENDING AND POVERTY ALLEVIATION IN THE ZAMBIAN COPPERBELT: EXPLORING THE ROLE OF SOCIAL NETWORKS

Helen Gosnell

Group lending theory explains how lenders can overcome imperfect information and issue credit to the poor.  However, there is empirical evidence that groups are not necessary for achieving repayment.  This is supported by a case study of ‘trust banks’ in Zambia, which reveals that asset seizure and repeat loans are more important for repayment than group pressure.  However, the case study also provides evidence that there are important gains from lending to groups that would be lost if group loans were to be replaced (which has benefits for lender and borrower), but members also benefit from building and strengthening their social networks.  Abandoning group loans in favour of an individual approach might further lessen the poverty alleviation potential of microfinance.

5. DEVELOPMENT COOPERATION AND OWNERSHIP: HOW CAN NORAD AND THE OTHER SCANDINAVIAN DONORS OPERATE IN RELATION TO THE WORLD BANK’S APPROACH TO DEVELOPMENT COOPERATION?

Kristin Hansen

The partnership approach to development cooperation focus on poverty reduction and letting recipients be the owners of their own development, responsible for all stages, from policy-making to implementation and monitoring.  However, donors disagree on what “ownership” and “partnership” means in practice.  NORAD (Norwegian Agency for Development Cooperation) with its principle of recipient responsibility, intervenes less in the recipient governments’ plans and is seen as a better partner than the World Bank, which has found it difficult to take the “back seat”.  The WB and the IMF are almost in a monopoly situation in making the development agenda and are planning to implement Poverty Reduction Strategies (PRS) and the Comprehensive Development Framework (CDF) in all 79 International Development Assistance (IDA) recipients, something other donors must take into account.  However, the Scandinavian donors should not just let the WB take the lead, but cooperate with each other and other bilateral donors, to challenge the powerful position of the WB, create more pluralism and promote their own ideas and values.

6. THE PATTERN OF UK EMPLOYMENT: WHY DOESN’T LABOUR MOVE TO “CORRECT” REGIONAL IMBALANCE?

Michael Healy

In the UK there is a distinct difference between the performances of different regions.  I am going to look at how the labour markets in the different regions are performing, and at factors that affect the mobility of labour.

There is a particularly large owner-occupation sector, and a small private rental.  These factors tie people to their regions and prevent them moving.  Policies aimed at encouraging private rental have been aimed at the demand side, and have failed to enlarge it.

Different skill levels, and sectoral concentration in the regions also prevent people from moving as easily as they may wish.  Added to this, union membership often leads to an increased reluctance to leave a region or industry.

The regions are moving further apart as the service sectors of the Southern regions continue to perform far better than the predominantly manufacturing and industrial sectors of the North.

7. DOES ENDOGENOUS CONVERGENCE TAKE PLACE IN OPTIMUM CURRENCY AREAS?  THE CASE OF FISCAL POLICY IN EMU

Lucy Hoyland

Optimum Currency Area theory says countries need certain criteria to make a single currency between them work – they need to be converged with respect to these criteria before they can perform a single currency.  Recent literature suggests that the OCA criteria are endogenous, i.e. economies converge after and as a result of joining a single currency and there is less need to converge before joining.  Previous work has tested the endogeneity of two of the OCA criteria.  This paper extends the empirical research and tests for the endogeneity of another OCA criterion, fiscal policy.  This is related to Europe – fiscal policies in EMU appears to be diverging, which suggests endogenous convergence may not exist.  The empirical work shows that endogenous convergence does occur with respect to some aspects of fiscal policy, but not all.  This has implications for the fiscal rules in EMU (the Stability and Growth Pact).

8. THE OUTCOME OF THE UK 3G TELECOMS LICENCE AUCTION: A REALISTIC VALUATION OR A SUBSTANTIAL FINANCIAL LIABILITY?

Mika Inkinen

This paper investigates why auctions were chosen as the method of allocating spectrum in the UK, the implications the licence fees may have on the future of the industry, and attempts to answer the question of whether the outcome was a realistic valuation of the spectrum or whether the bidders fell prey to the winner’s curse.  A definitive answer cannot be given at this stage due to significant uncertainties regarding future revenue projections, network rollouts and the technology involved.  It can, however, be concluded that there is a significant risk of participants overbidding, and such an outcome could be explained by a failure in the underlying assumptions in auction theory.

9. A “SPIRITUAL SOLUTION” TO THE PROBLEM OF GLOBAL ECONOMIC INEQUALITY – A BAHA’I PERSPECTIVE

Cathinka Lerstad

This dissertation begins by criticising the codes of adversarialism (the pursuit of mutually exclusive interests by individuals or groups working against each other) that have come to dominate contemporary Western culture.  It proceeds by introducing the Baha’i concept of human nature, based on mutualism (the pursuit of mutually inclusive gains by individuals or groups working with one another) and the unity of human kind.  Next, it examines the Baha’i model for global economic governance as an alternative to our present political system.  The most important new principles of this administrative order are a spiritual dimension, and a process of consultation rather than democratic debate.  The dissertation then looks at the problem of global economic inequality, focusing on a universally applied progressive tax system (Huququ’llah), enforced in order to strengthen global consciousness and eliminate extremes of wealth and poverty.  This solution is “spiritual” because the desire for its implementation is in the heart of the individual believer and its observance is a fundamental component of the Baha’i Faith.  The dissertation concludes that Huququ’llah presents a valuable new framework for solving the problem of global economic inequality.

10. THE ECONOMICS OF E-COMMERCE: CONSEQUENCES OF ECONOMIES OF SCALE AND FIRST MOVER ADVANTAGE IN THE UK ONLINE SUPERMARKET INDUSTRY

Owen Lewis

Information technology economics is a rapidly developing part of economic theory, and the extension of traditional concepts is providing insight into the experiences of those operating in the virtual world.  This study examines the effects of two pieces of mainstream economy theory on one of the fastest growing areas of retail in the UK today.  It analyses the effects of economies of scale and the theory of first mover advantage within the UK online supermarket industry.  The subject is approached by examining comparisons between the leading UK supermarket films that have engaged in Internet grocery selling and by exploring the characteristics of e-commerce that may explain the present market structure.  It is concluded that there are strong advantages to be gained from the exploitation of economies of scale within the industry and that first mover advantage theory is applicable to the Internet grocery shopping market in the UK.  The implications of these results for the structure of the sector are discussed and possible strategies for new entrants attempts to penetrate this oligopolistic sector are investigated.

11. WHAT ARE THE CONSEQUENCES OF OIL PRICE SHOCKS IN REGARD TO THE UK ECONOMY?  ARE THESE SHOCKS AS DAMAGING TODAY AS THEY WERE IN THE 1970S?

Julie Maher

This paper examines the consequences of oil price shocks (OPSs) on the UK economy, and finds that during the 1970s OPSs approximately coincided with rising levels of inflation and unemployment, and falling levels of output.  Empirical evidence suggests that the relationship between oil price and the other economic variables broke down during the 1980s onwards, hence the belief that OPSs are not as damaging today as in the 1970s.  Numerous reasons are suggested for the change in the significance of OPSs on the UK economy, such as the reduced reliance on oil due to the move to the ‘New Economy’, increased flexibility in the labour market and the deregulation of the energy industry.

12. HAS THE EAST ASIAN MODEL OF DEVELOPMENT BEEN UNDERMINED BY THE FINANCIAL CRISIS?  THE CASE OF THAILAND

Clare McMullen

The East Asian economies experienced rapid economic growth for several decades leading up to the 1997 financial crisis.  During which time their model of development was the source of much debate about whether state intervention had been instrumental to their growth.  When the crisis broke those that advocated the neo-classical paradigm of development were keen to say that the crisis had shown the flaws in the East Asian model of development.  However considering evidence from Thailand I conclude that this was not the case, instead financial liberalisation was the root cause.  However, I go onto argue that the reform packages from international donors are transforming the economic and political spheres towards the neo-classical model of development making the East Asian model obsolete.

13. IS IT POSSIBLE TO IMPLEMENT A NON-CONTRACTIONARY FISCAL CONSOLIDATION?

Katherine Mann

Fiscal consolidation was a key part of the economic policy agenda in the UK, Europe and US in the 1990s.  For Japan and many emerging market economies budget deficits remain at unsustainable levels.  Maintaining budget balance is part of the Maastricht Treaty for the European Union and therefore remains an important issue.

However, consolidation is a process that policy makers are often reluctant to introduce for fear that it may induce a recession or erode established social achievements.

Recent empirical studies of fiscal tightening find that under certain conditions, it is possible to reduce government debt whilst sustaining economic growth.  In particular, a successful fiscal consolidation has the following characteristics:

· Large in size (reducing the deficit by 4 percent of GDP) to generate credibility for the policy, and encourage positive future expectations.

· Takes the form of reductions in expenditure rather than raised taxes.

· Lasts for a few years, ideally three to four rather than one to two.

· Is accompanied by other structural reforms, which free up financial flows and enhance capital mobility.

14. THE ROAD TO NOWHERE… AN INVESTIGATION INTO THE INCREASING DEMAND FOR HOUSING IN NORTH NORFOLK

William Mellor

This paper investigates the North Norfolk housing market, particularly the ripple effect whereby London house prices and incomes act as indicators for the local market in North Norfolk.  Previous studies have provided evidence of this ripple effect across the UK but as yet no studies have defined it for North Norfolk.  An econometric model is estimated to analyse the effects of London incomes and house prices, in addition to North Norfolk housing starts and mortgage rates, on North Norfolk house prices.  It is found that the presence of the well-known ripple-effect hypothesis is not detected.

15. WAS THE UK GOVERNMENT SUCCESSFUL IN IMPLEMENTING THE PRIVATISATION PROGRAMME OF THE 1980s?

Simon Miller

During the privatisation programme it was important to maximise the revenue for each floatation.  In order to achieve this, the companies in question were open to various improvements.  Were these preparations in lieu of a sale effective or sufficient and what was the impact pre and post privatisation.?

In testing the above I have selected several large privatisations and obtained various performance measures for each company, with a large emphasis placed on employment data.  By regressing this data on the Cobb-Douglass function I have found that British Telecommunication and British Gas were the most successful privatisation; with significant changes in employment structure found in all industries.

16. “THE URBAN TRANSPORT PROBLEM: ASSESSING THE LIMITS OF RATIONAL ECONOMIC PRESCRIPTIONS”

Richard Moseley

This paper is seeking to review and criticise the traditional literature regarding the nature of and solutions to, the urban transport problem.  The main value added of this paper is that it seeks to direct research away from this field, seeking to question whether transport economists are actually solving the right thing.  That is, whether economists are only out to solve the problems of the automobile rather than the overall transport problem.  Alongside this, a second development from the traditional literature is the recognition of irrationality in travel demand.  Solutions to this irrationality will form the next section of this paper, before offering some possible criticism and conclusions of this research.

17. THE USE OF EMISSIONS CHARGES AND MARKETABLE PERMITS IN POLAND AND THE CZECH REPUBLIC: PREPARATION FOR EUROPEAN UNION ACCESSION

Mawgan Paxton

This research focuses on the role that the market and in particular economic instruments have played in the aligning the environments of transition economies with those of European Union countries.  In order to do this, the project focuses on two countries, which have made significant progress in the adoption of EU legislation prior to potential EU membership in 2004.  To show the changes and progress which has been made in the Central and Eastern Europe region, data is presented to compare the instruments used in the two countries and the instruments used in the rest of the EU and OECD countries.  There is a discussion of the role of emission charges and marketable permit, both of which are considered suitable instruments in order to achieve improvements in the environment.  The project will then conclude with which instrument is the most suitable and applicable to the region.

18. WHAT CREATES A SUCCESSFUL PRIVATISATION? EVIDENCE FROM EAST GERMANY AND THE CZECH REPUBLIC

Milena Popova

This work deals with factors influencing the success or failure of privatisation in transition economies.  It focuses particularly on the importance of the privatisation method in relation to other parts of the legal and institutional framework.  The two main theories examined are the corporate control theory and the competitive environment theory of privatisation.  Central issues examined in detail include the privatisation method, competition, bankruptcy and property legislation as part of the legal and institutional framework and the role of the financial market.  It reaches the conclusion that, while the privatisation method does influence the process of privatisation, its effects can often be offset by other factors, especially the presence or absence of competition.  Thus, it supports the Paretian view that ownership structures are of little importance and competition is the main factor which influences efficiency.

19. A STUDY INTO THE EFFECTS ON MACRO-ECONOMIC STABILITY OF EMU ENTRY FOR THE UK; WITH SPECIFIC REGARD TO THE NATURE OF THE UK HOUSING MARKET

David Rees

This paper considers the possible impact on macro-economic stability within the UK if it were to become part of the EMU.  In particular, this paper examines the various European housing markets and explores the impact of the unique structure of the UK housing market on macro-economic stability in the UK.  Various alternatives to monetary control are studied, including several fiscal initiatives and the possibility of restructuring the UK housing market in such a way as to reduce the dependence on short-term interest rates.  An in-depth examination of events in Ireland since it became a member of EMU, as an indication of possible events in the UK is also presented.   Overall this paper finds that the unique structure of the UK housing market results in a significant dependence on short-term interest rates and hence relinquishing interest rate control as part of a monetary union could have negative welfare effects.

20. THE US IMPORT DEMAND FUNCTION – DISAGGREGATED BY COMPONENTS OF DOMESTIC DEMAND

Garreth Rule

This study looks at the US import demand function in both a traditional aggregated and disaggregated form for components of domestic demand.  The traditional definition of the import demand function states that import demand is a function of income and the relative price of imports compared to domestic goods.  This study proposes that different components of domestic income will have different elasticities.  Having established evidence of cointegration, an error correction mechanism is used to estimate the equations.  The aggregate equation finds an income elasticity of 1.966 and a price elasticity of –0.552.  The effects of NAFTA are also considered and found to be insignificant.  The results of the disaggregated equation find that the elasticity on government spending is not significantly different from zero.  The elasticities for consumption, investment and the relative price of imports are found to be 1.485, 0.298 and –0.418 respectively.

21. RELIGION VS POLITICS: THE COMPLEX CASUALITY OF CONFLICT.  A CASE STUDY OF HEZBOLLAH

Hannah Scott

This essay discusses the nature of the causality of conflict, with reference to religious activist groups, and looks at how Western theoretical stances have influenced Western Government policy making.  It looks at how Western secularist international relations theory has stereotyped conflicts within the Middle East making religion supposedly the single most significant factor.  A case study of Hezbollah identifies the complex casual structure of the Lebanese conflict as an example of how Western stereotypes are misplaced.  By examining the complex causal structure we are able to focus upon the relationships between the different external and internal causal layers and Hezbolah, thus identifying how certain governments and groups have been successful in influencing Hezbollahs growth whilst others have failed.  This allows us to prescribe an effective theoretical policy approach to the Middle Eastern Peace Process.

22. FACTORS AFFECTING THE RETAIL PRICE OF MOTOR FUELS

Gurvinder Sidhu

Fuel prices are a political hotspot.  This paper analyses the factors that influence the retail prices of motor fuels, and is written in the context of the fuel crisis of September 2000.  It attempts to quantify the affects of changes in crude oil prices, excise duty, the pound/dollar exchange rate, and also to test for any seasonality.  It is not intended to be a definitive guide to the factors affecting fuel prices, but simply to raise and make readers aware of the important issues.  Concluding that excise duties are the most influencing factor, followed by crude oil prices, it perhaps comes as no great surprise.  However, many other issues are raised, such as levels of competition, and it provides a springboard for further research into this highly topical area.

23. WHY HAVE CERTAIN ISLAMIC-STATES BEEN ABLE TO ACHIEVE LONG-TERM POLITCAL STABIILITY AND RAPID ECONOMICAL GROWTH, WHILE OTHERS HAVE NOT BEEN ABLE TO ACHIEVE THESE DEVELOPMENT GOALS?

Sim Tze Jye

This essay will look at two typical definition of Islamic-state, that is Malaysia – fundamentalism versus Egypt – Extremism.  Also this essay will examine and analyse the political and economical structural of these two different Islamic-state models.  Malaysia and Egypt will be the two models for comparison and analysing to understand why certain Islamic-state is able to obtain such a high achievement in both politics and economics but not others.

24. AN ANALYSIS OF THE ECONOMIC COSTS AN DBENEFITS OF EUROPEAN UNION (EU) MEMBERSHIP FOR CENTRAL AND EASTERN EUROPEAN COUNTRIES (CEECs) WITH PARTICULAR REFERENCE TO THE CZECH REPUBLIC AND SLOVAKIA

Roy E Teal

The rapid demise of Communism in the countries of Central and Eastern Europe heralded a new era of complex challenges and fundamental change.  As extensive and severe reforms were introduced, the prospect of eventual European Union (EU) membership became a goal upon which political and economic policies could focus.  The eastward enlargement of the EU represents the central pillar of this radical transition programme and its consequences for Central and Eastern European Countries (CEECs) are the principal subjects of this study.  An examination of the likely economic costs and benefits from such an association shows that while long term advantages may be substantial, premature accession could jeopardise their future growth and prosperity.  A  theoretical and empirical analysis undertaken with specific reference to the Czech Republic and Slovakia emphasises that a gradual approach towards EU accession is a clear recommendation.

25. PHARMACEUTICAL PATENTS VS DEVELOPING COUNTRIES: A CHALLENGE FOR AFFORDABLE MEDICINES

Flavia Thome

Intellectual property rights (IPRs) have been a contentious issue between the developed and developing countries since the end of the 1980s.  At the core of much controversy and international public concern is the TRIPS Agreement, which aims at harmonising the intellectual property system by the establishment of extensive protection to industrial products and processes – including pharmaceuticals in LDCs.    The paper examines the cases for and against the strengthening of IPR protection, and its relationship to affordability.  A tiered pricing system is advocated as the most feasible solution to the problem of access to essential medicines in developing countries, while simultaneously recognising the need for incentives for R&D.  Emphasis is also placed on two independent but auxiliary factors to the tiered pricing system: the prevention of reverse flows and the increased participation by international actors.  In conclusion, the paper asserts the necessity of maintaining a balance between the needs and demands of both developed and developing markets.

26. WHAT PROSPECTS DOES SHANGHAI HAVE TO GROW AS A GLOBAL CITY IN THE CONTEXT OF GLOBALISATION AND CHINA’S ECONOMIC REFORM?

JingJing Janet Wu

Under the influence of global economic, political, and cultural integration, a reformed China sets itself a new goal: to rebuild Shanghai into a multifunctional international financial and business centre by early 21st century.  A global city is defined in this context as one of the finite number of cities, each acting as a regional command pillar, in different time zones, supporting a global network of economic interactions.  In order to assess the prospects of any city to become a global city, the paper argues a dynamic framework containing the fundamental features of a global city needs to be built.  It is set out to contain the labour market, infrastructure, concentration, political support and competitive advantage.  An analysis of Shanghai’s prospects follows testing the city’s development against the framework.

