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Sehr geehrte Abonnentinnen und Abonnenten, 
 
wir freuen uns, Sie per Newsletter über die neuesten Entwicklungen des FIW-Projekts in-
formieren zu dürfen.  
 
Dieses Mal mit folgendem Inhalt: 

 FIW Kurzbericht Nr. 11 (März 2013) veröffentlicht 
 Neue FIW-Working Papers veröffentlicht 

 
FIW-Kurzbericht Nr. 11 (März 2013) veröffentlicht 
Das FIW-Projekt veröffentlicht einmal im Quartal einen Kurzbericht über die aktuellen 
Entwicklungen der internationalen Rahmenbedingungen und des österreichischen 
Außenhandels. 
Der FIW-Kurzbericht Nr. 11 kann unter folgendem Link kostenlos heruntergeladen 
werden: http://www.fiw.ac.at/index.php?id=637#c11845 
 
FIW-Working Paper Nr. 104 bis 117 veröffentlicht 

Die FIW Working Papers Nr. 104 bis Nr. 117 wurden veröffentlicht und können unter fol-
gendem Link heruntergeladen werden: http://www.fiw.ac.at/index.php?id=545&L=1 
 
WP Nr. 104: Attila Jambor: “Country-specific determinants of horizontal and vertical intra-
industry agri-food trade of the Visegrad Countries” 
The article analyses patterns and country-specific determinants of Visegrad Countries’ (VC) agri-food 
trade with the European Union. Literature focusing on the country-specific determinants of vertical and 
horizontal intra-industry trade is rather limited and those analysing agricultural (or agri-food) trade are ex-
tremely rare. Therefore, the paper seeks to contribute to the literature by covering latest theory and data 
available on the topic to provide up to date results and suggestions. Moreover, it seeks to identify the de-
terminants of horizontal and vertical intra-industry trade of the Visegrad Countries after EU accession. Re-
sults suggest that agri-food trade of the Visegrad Countries is mainly inter-industry in nature but intra-
industry trade is dominated by vertical elements. Results verify that determinants of horizontal and vertical 
IIT differ and suggest that economic size is positively, while distance is negatively related to both sides of 
IIT. However, the relationship between vertical IIT and differences in factor endowments as well as FDI is 
ambiguous. 
 
WP Nr. 105: Agnieszka Gehringer: “Another look at the determinants of current account imbal-
ances in the European Union: An empirical assessment” 
In a dynamic panel framework, I investigate the qualitative aspects of factors determining current ac-
count imbalances in (country groupings within) the European Union. I consider the standard determinants 
of current account positions discussed in the past literature, but additionally, I include a series of explana-
tory variables that refer to the sectoral composition of the European economies and that could have sig-
nificantly contributed to the current account developments in the past decades. Independently of the 
econometric method used, the main finding suggests that the economic predominance of the construc-
tion sector might have played an important role in aggravating current account positions in the Euro-
pean economies. In parallel, some negative influence could be found for some other service sectors, but 
this shouldn’t be of much concern due to their role played in the growth process. 
 
WP Nr. 106: Branimir Jovanovic: “Aggregation Bias in Trade Elasticities: The Case of Macedonia” 
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This paper evaluates the bias which may occur when trade elasticities are estimated using data on ag-
gregate trade, instead of using data on bilateral trade. The exercise is done on the case of Macedonia. 
Elasticities obtained from aggregate-trade data, using the Autoregressive Distributed Lag approach, are 
compared with the elasticities obtained from bilateral-trade data, using dynamic heterogenous panels 
techniques. Results point out that the aggregation bias is sizeable and that relying on aggregate data 
can lead to wrong conclusions about the trade elasticities. 
 
WP Nr. 107: Julia Püschel: “Wage effects of U.S. service offshoring by skills and tasks” 
In this paper, I estimate the impact of service offshoring on the real wages of U.S. workers by controlling 
for workers’ skill levels and the offshoring susceptibility of different tasks. Matching individual-level wage 
data with input-output tables over the period from 2006 to 2009, I am further able to account for unob-
servable individual-level heterogeneity. The results from a Mincerian wage regression indicate that within 
skill groups, the impact of service offshoring on real wages depends on the task content of the respective 
occupation. The real wages of medium- and high-skilled workers employed in the least offshorable occu-
pations were positively affected by service offshoring. However, within the groups of medium- and high-
skilled workers, service offshoring negatively affected the real wage of the most tradable occupations. 
 
WP Nr. 108: Demian Calin-Vlad: “Eu enlargement and the gains from trade” 
In this paper I quantify the welfare gains of the 2004 EU enlargement as a result of the abolition of border 
controls, both for incumbents and for new members. I build a multi-sector Ricardian model, allowing for 
linkages across sectors, similar to the one in Caliendro and Parro (2011). As with a large number of quan-
titative trade models, the gains crucially depend on one key parameter, the dispersion of productivity. I 
extend the estimation methodology of Costinot et al. (2012) to a richer modeling setting and compute 
the dispersion in a way consistent with the underlying theoretical model. Within the model, I compare the 
welfare changes for 23 countries between 2003 and 2006. I find that new entrants gained significantly 
more than old members from enlargement. However, the overall changes in real income are rather small, 
measured in single digits for new entrants and fractions of a percent for old members. I also break down 
total gains by source and find that allowing for interconnectedness across sectors amplifies the changes 
in welfare. 
 
WP Nr. 109: Nadine Behncke: “Assessing the impact of European Integration on sectoral trade 
in services” 
The present paper contributes to the existing literature analyzing the relationship between intra EU trade 
in services and European Integration by taking into consideration a potential endogeneity bias of the EU 
dummy and a correct specification of multilateral resistance terms in a panel data set covering the years 
2000-2010. Our results offer evidence for a high positive impact of European integration on aggregate 
services trade between member states while we find a negative effect of monetary integration. Howev-
er, there exist notable differences at the sector level. According to our results, European integration has 
positive effects especially for business services, travel and EDV services. Analyzing the evolvement of the 
sectoral EU-effects over time shows that exports of EDV and OBS have steadily increased due to Euro-
pean integration. 
 
WP Nr. 110: Tsvetomira Tsenova: “International Monetary Transmission with Bank Heterogeneity 
and Default Risk” 
This paper compares the effectiveness, efficiency and robustness of standard and non-standard mone-
tary policy tools, such as the banks’ refinancing interest rate, penalty interest rate on deposit facility hold-
ings and minimum reserve requirements on attracted deposits. The assessment is performed on the basis 
of a numerically evaluated open economy general equilibrium model for macro-prudential analysis 
where optimal decisions by internationally linked banks are key determinants of international financial 
flows and wider economic outcomes. Banks differ in terms of balance sheet endowments and risk prefe-
rences, and take decisions rationally and competitively. Default risk, borrowing and lending are endo-
genous results of individual decisions of private agents (banks and households), as well as systemic out-
comes of market interaction. 
 
WP Nr. 111: Gianluca Orefice: “International Migration and Trade Agreements: the new role of 
PTAs” 
This paper investigates empirically the role of Preferential Trade Agreements (PTAs) as determinants of mi-
gration inflows for 29 OECD countries in the period 1998-2008. By increasing information about signatory 
countries, PTAs are expected to drive migration flows towards member countries. Building on the empiri-
cal literature on the determinants of migration, I estimate a modified gravity model on migration flows 
providing evidence of a strong positive effect of PTAs on bilateral migration flows. I also consider the con-
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tent of PTAs as a further determinant of migration, finding that visa-and-asylum and labour market related 
provisions, when included in PTAs, stimulate bilateral migration flows. Finally, by comparing the average 
effects of PTAs on migration flows and on trade, I show that PTAs stimulate bilateral migration flows more 
than trade in final goods. PTAs might be used by government to increase inflows of immigrant workers in 
the case of labour shortages or population ageing. 
 
WP Nr. 112: Jérôme Héricourt und Sandra Poncet: “Exchange rate volatility, financial constraints 
and trade: empirical evidence from Chinese firms” 
This paper studies how firm-level export performance is affected by Real Exchange Rate (RER) volatility 
and investigates whether this effect depends on existing financial constraints. Our empirical analysis relies 
on export data for more than 100,000 Chinese exporters over the period 2000-2006. We confirm a trade-
deterring effect of RER volatility. We find that the value exported by firms, as well as their probability of en-
tering new export markets, decrease for destinations with higher exchange rate volatility and that this ef-
fect is magnified for financially vulnerable firms. As expected, financial development does seem to dam-
pen this negative impact, especially on the intensive margin of export. These results provide micro-
founded evidence that financial constraints may play a key role in determining the macro impact of RER 
volatility on real outcomes. 
 
WP Nr. 113: Roman Horváth und Dan Vaško: “Central Bank Transparency and Financial Stability: 
Measurement, Determinants and Effects” 
We develop a comprehensive index of the transparency of central banks regarding their policy frame-
work to promote financial stability for 110 countries from 2000 to 2011 and examine the determinants and 
effects of this transparency. We find that the degree of transparency increased in the 2000s, though it still 
varied greatly across the countries in our study. Our regression results suggest that more developed coun-
tries exhibit greater transparency, that episodes of high financial stress have a negative effect on transpa-
rency and that the legal origin matters, too. Importantly, we find that transparency regarding the level of 
financial stability is strongly affected by monetary policy transparency. The central banks that have a 
transparent monetary policy are more likely to show increased transparency in their framework for finan-
cial stability. Our results also suggest a non-linear effect of central bank financial stability transparency on 
financial stress. Unless the financial sector experiences severe distress, greater transparency is beneficial 
for financial stability. 
 
WP Nr. 114: Roman Stöllinger: “International spillovers in a world of technology clubs” 
Technology is a key element for long-term growth and economic development. Given the stark concen-
tration of innovation activities in a few countries most countries have to rely on the international diffusion 
of newly developed technologies. Some countries may fail to successfully perform the task of technology 
adaption leading to a tripartite segmentation of countries into an innovation club, an imitation club 
whose members are capable of absorbing technologies developed by the former and a stagnation 
group that lack the capability to absorb foreign technologies. We test the role of the technology gap for 
growth as suggested by the technology club hypothesis in a threshold regression framework using human 
capital as the threshold variable. Using this approach, which is related to Benhabib-Spiegel type growth 
regressions, we are able to identify two distinct thresholds giving rise to three country groupings. As sug-
gested by the theory of technology clubs we find the strongest effects from the catch-up term on eco-
nomic growth for the intermediate group (imitation club). 
 
WP Nr. 115: Barbara Dluhosch, Daniel Horgos und Klaus W. Zimmermann: “EU Enlargement and 
Satisfaction with Democracy: A Peculiar Case of Immizerising Growth” 
Studies on EU enlargement mostly focus on its welfare-economic and much less so on its public-choice 
dimension. Yet, the latter may be as important as the former when it comes to sustain integration. This 
paper aims at filling the gap by exploring theoretically and empirically how enlargement of multi-level 
systems like the EU affects satisfaction with democracy (SWD) and voter turnout (PART). In order to assess 
the effects of a widening in membership, we present a novel approach that draws on the probability of 
being outvoted. We find that, given the institutional arrangement, enlargement tends to depress SWD. 
Our theoretical results are backed by empirical evidence in German Eurobarometer data displaying a 
tendency towards a decline in SWD that shows up in a significant fall in PART with growth in EU-
membership. 
 
WP Nr. 116: Christian Dreger und Yanqun Zhang: “Does the economic integration of China af-
fect growth and inflation in industrial countries?” 
The Chinese economic development affects GDP growth and inflation in the advanced countries. A 
GVAR approach is used to model the interdependencies between the business cycles in China and in-
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dustrial countries, including the US, the euro area and Japan. For robustness, the results are compared to 
those obtained by leading structural econometric models, such as NiGEM and OEF. Evidence is based on 
the responses to a Chinese shock stemming from the recent fiscal stimulus package. The results indicate 
that the impact on GDP growth in the advanced economies is substantial for the Asian region. The ex-
pansionary effects to the US and the euro area responses are much lower and decrease due to rising in-
flation pressure. The analysis also reveals that China is still highly vulnerable to shocks in industrial countries, 
including the government debt crisis in the euro area. 
 
WP Nr. 117: Johannes Pöschl und Neil Foster: “Productivity Effects of Knowledge Transfers 
through Labour Mobility” 
The paper addresses the link between productivity and labour mobility. The hypothesis tested is that 
technology is transmitted across industries through the movement of skilled workers embodying human 
capital. The embodied knowledge is then diffused within the new environment creating spillovers and 
leading to productivity improvements. The empirical analysis is based on household survey and industry-
level data for a sample of 12 EU countries covering the years 1995-2005. The estimates document the im-
portance of positive cross-sectoral knowledge spillovers and indicate that labour mobility has considera-
ble beneficial effects on industry productivity. Possible endogeneity problems related to labour mobility 
are tackled by employing a two stage instrumental variables approach. Moreover we show that the spil-
lover effects vary considerably by technology level of the giving industry. While workers moving away 
from high and medium-tech industries are found to produce positive productivity effects for the receiving 
industry, no effect is found for those coming from low-tech industries. 
 
 
Mit freundlichen Grüßen, 
Pia Kranawetter 
 (FIW – Projektbüro) 
 
Es entspricht nicht unserer Philosophie Ihnen unerwünschte E-Mails zukommen zu las-
sen. Falls Sie keine weiteren E-Mails vom FIW erhalten möchten, schreiben Sie bitte an 
das Projektbüro mit dem Betreff "Abmelden". 
 

__________________________________  
FIW - Ein Kooperationsprojekt von WIFO, wiiw und WSR  

Im Rahmen der Internationalisierungsoffensive der Bundesregierung (BMWFJ) 
 
 
 
Dear Sir or Madam, 
 
we are pleased to inform you about the latest news of the FIW project. 
 

In this issue: 
 

 FIW Note No. 11 – March 2013 published 
 New FIW-Working Papers  

 
FIW Note No. 11 – March 2013 
FIW publishes quarterly FIW Notes. They present an overview of the most important 
Austrian and international developments regarding International Economics. The 11th 
issue is now available for free on the FIW-Website: 
http://www.fiw.ac.at/index.php?id=637&L=3#c11846 
 
New FIW-Working Papers  
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New FIW Working Papers have been published and are available on the FIW-Website: 
http://www.fiw.ac.at/index.php?id=545&L=3 
 
WP Nr. 104: Attila Jambor: “Country-specific determinants of horizontal and vertical intra-
industry agri-food trade of the Visegrad Countries” 
The article analyses patterns and country-specific determinants of Visegrad Countries’ (VC) agri-food 
trade with the European Union. Literature focusing on the country-specific determinants of vertical and 
horizontal intra-industry trade is rather limited and those analysing agricultural (or agri-food) trade are ex-
tremely rare. Therefore, the paper seeks to contribute to the literature by covering latest theory and data 
available on the topic to provide up to date results and suggestions. Moreover, it seeks to identify the de-
terminants of horizontal and vertical intra-industry trade of the Visegrad Countries after EU accession. Re-
sults suggest that agri-food trade of the Visegrad Countries is mainly inter-industry in nature but intra-
industry trade is dominated by vertical elements. Results verify that determinants of horizontal and vertical 
IIT differ and suggest that economic size is positively, while distance is negatively related to both sides of 
IIT. However, the relationship between vertical IIT and differences in factor endowments as well as FDI is 
ambiguous. 
 
WP Nr. 105: Agnieszka Gehringer: “Another look at the determinants of current account imbal-
ances in the European Union: An empirical assessment” 
In a dynamic panel framework, I investigate the qualitative aspects of factors determining current ac-
count imbalances in (country groupings within) the European Union. I consider the standard determinants 
of current account positions discussed in the past literature, but additionally, I include a series of explana-
tory variables that refer to the sectoral composition of the European economies and that could have sig-
nificantly contributed to the current account developments in the past decades. Independently of the 
econometric method used, the main finding suggests that the economic predominance of the construc-
tion sector might have played an important role in aggravating current account positions in the Euro-
pean economies. In parallel, some negative influence could be found for some other service sectors, but 
this shouldn’t be of much concern due to their role played in the growth process. 
 
WP Nr. 106: Branimir Jovanovic: “Aggregation Bias in Trade Elasticities: The Case of Macedonia” 
This paper evaluates the bias which may occur when trade elasticities are estimated using data on ag-
gregate trade, instead of using data on bilateral trade. The exercise is done on the case of Macedonia. 
Elasticities obtained from aggregate-trade data, using the Autoregressive Distributed Lag approach, are 
compared with the elasticities obtained from bilateral-trade data, using dynamic heterogenous panels 
techniques. Results point out that the aggregation bias is sizeable and that relying on aggregate data 
can lead to wrong conclusions about the trade elasticities. 
 
WP Nr. 107: Julia Püschel: “Wage effects of U.S. service offshoring by skills and tasks” 
In this paper, I estimate the impact of service offshoring on the real wages of U.S. workers by controlling 
for workers’ skill levels and the offshoring susceptibility of different tasks. Matching individual-level wage 
data with input-output tables over the period from 2006 to 2009, I am further able to account for unob-
servable individual-level heterogeneity. The results from a Mincerian wage regression indicate that within 
skill groups, the impact of service offshoring on real wages depends on the task content of the respective 
occupation. The real wages of medium- and high-skilled workers employed in the least offshorable occu-
pations were positively affected by service offshoring. However, within the groups of medium- and high-
skilled workers, service offshoring negatively affected the real wage of the most tradable occupations. 
 
WP Nr. 108: Demian Calin-Vlad: “Eu enlargement and the gains from trade” 
In this paper I quantify the welfare gains of the 2004 EU enlargement as a result of the abolition of border 
controls, both for incumbents and for new members. I build a multi-sector Ricardian model, allowing for 
linkages across sectors, similar to the one in Caliendro and Parro (2011). As with a large number of quan-
titative trade models, the gains crucially depend on one key parameter, the dispersion of productivity. I 
extend the estimation methodology of Costinot et al. (2012) to a richer modeling setting and compute 
the dispersion in a way consistent with the underlying theoretical model. Within the model, I compare the 
welfare changes for 23 countries between 2003 and 2006. I find that new entrants gained significantly 
more than old members from enlargement. However, the overall changes in real income are rather small, 
measured in single digits for new entrants and fractions of a percent for old members. I also break down 
total gains by source and find that allowing for interconnectedness across sectors amplifies the changes 
in welfare. 
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WP Nr. 109: Nadine Behncke: “Assessing the impact of European Integration on sectoral trade 
in services” 
The present paper contributes to the existing literature analyzing the relationship between intra EU trade 
in services and European Integration by taking into consideration a potential endogeneity bias of the EU 
dummy and a correct specification of multilateral resistance terms in a panel data set covering the years 
2000-2010. Our results offer evidence for a high positive impact of European integration on aggregate 
services trade between member states while we find a negative effect of monetary integration. Howev-
er, there exist notable differences at the sector level. According to our results, European integration has 
positive effects especially for business services, travel and EDV services. Analyzing the evolvement of the 
sectoral EU-effects over time shows that exports of EDV and OBS have steadily increased due to Euro-
pean integration. 
 
WP Nr. 110: Tsvetomira Tsenova: “International Monetary Transmission with Bank Heterogeneity 
and Default Risk” 
This paper compares the effectiveness, efficiency and robustness of standard and non-standard mone-
tary policy tools, such as the banks’ refinancing interest rate, penalty interest rate on deposit facility hold-
ings and minimum reserve requirements on attracted deposits. The assessment is performed on the basis 
of a numerically evaluated open economy general equilibrium model for macro-prudential analysis 
where optimal decisions by internationally linked banks are key determinants of international financial 
flows and wider economic outcomes. Banks differ in terms of balance sheet endowments and risk prefe-
rences, and take decisions rationally and competitively. Default risk, borrowing and lending are endo-
genous results of individual decisions of private agents (banks and households), as well as systemic out-
comes of market interaction. 
 
WP Nr. 111: Gianluca Orefice: “International Migration and Trade Agreements: the new role of 
PTAs” 
This paper investigates empirically the role of Preferential Trade Agreements (PTAs) as determinants of mi-
gration inflows for 29 OECD countries in the period 1998-2008. By increasing information about signatory 
countries, PTAs are expected to drive migration flows towards member countries. Building on the empiri-
cal literature on the determinants of migration, I estimate a modified gravity model on migration flows 
providing evidence of a strong positive effect of PTAs on bilateral migration flows. I also consider the con-
tent of PTAs as a further determinant of migration, finding that visa-and-asylum and labour market related 
provisions, when included in PTAs, stimulate bilateral migration flows. Finally, by comparing the average 
effects of PTAs on migration flows and on trade, I show that PTAs stimulate bilateral migration flows more 
than trade in final goods. PTAs might be used by government to increase inflows of immigrant workers in 
the case of labour shortages or population ageing. 
 
WP Nr. 112: Jérôme Héricourt und Sandra Poncet: “Exchange rate volatility, financial constraints 
and trade: empirical evidence from Chinese firms” 
This paper studies how firm-level export performance is affected by Real Exchange Rate (RER) volatility 
and investigates whether this effect depends on existing financial constraints. Our empirical analysis relies 
on export data for more than 100,000 Chinese exporters over the period 2000-2006. We confirm a trade-
deterring effect of RER volatility. We find that the value exported by firms, as well as their probability of en-
tering new export markets, decrease for destinations with higher exchange rate volatility and that this ef-
fect is magnified for financially vulnerable firms. As expected, financial development does seem to dam-
pen this negative impact, especially on the intensive margin of export. These results provide micro-
founded evidence that financial constraints may play a key role in determining the macro impact of RER 
volatility on real outcomes. 
 
WP Nr. 113: Roman Horváth und Dan Vaško: “Central Bank Transparency and Financial Stability: 
Measurement, Determinants and Effects” 
We develop a comprehensive index of the transparency of central banks regarding their policy frame-
work to promote financial stability for 110 countries from 2000 to 2011 and examine the determinants and 
effects of this transparency. We find that the degree of transparency increased in the 2000s, though it still 
varied greatly across the countries in our study. Our regression results suggest that more developed coun-
tries exhibit greater transparency, that episodes of high financial stress have a negative effect on transpa-
rency and that the legal origin matters, too. Importantly, we find that transparency regarding the level of 
financial stability is strongly affected by monetary policy transparency. The central banks that have a 
transparent monetary policy are more likely to show increased transparency in their framework for finan-
cial stability. Our results also suggest a non-linear effect of central bank financial stability transparency on 
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financial stress. Unless the financial sector experiences severe distress, greater transparency is beneficial 
for financial stability. 
 
WP Nr. 114: Roman Stöllinger: “International spillovers in a world of technology clubs” 
Technology is a key element for long-term growth and economic development. Given the stark concen-
tration of innovation activities in a few countries most countries have to rely on the international diffusion 
of newly developed technologies. Some countries may fail to successfully perform the task of technology 
adaption leading to a tripartite segmentation of countries into an innovation club, an imitation club 
whose members are capable of absorbing technologies developed by the former and a stagnation 
group that lack the capability to absorb foreign technologies. We test the role of the technology gap for 
growth as suggested by the technology club hypothesis in a threshold regression framework using human 
capital as the threshold variable. Using this approach, which is related to Benhabib-Spiegel type growth 
regressions, we are able to identify two distinct thresholds giving rise to three country groupings. As sug-
gested by the theory of technology clubs we find the strongest effects from the catch-up term on eco-
nomic growth for the intermediate group (imitation club). 
 
WP Nr. 115: Barbara Dluhosch, Daniel Horgos und Klaus W. Zimmermann: “EU Enlargement and 
Satisfaction with Democracy: A Peculiar Case of Immizerising Growth” 
Studies on EU enlargement mostly focus on its welfare-economic and much less so on its public-choice 
dimension. Yet, the latter may be as important as the former when it comes to sustain integration. This 
paper aims at filling the gap by exploring theoretically and empirically how enlargement of multi-level 
systems like the EU affects satisfaction with democracy (SWD) and voter turnout (PART). In order to assess 
the effects of a widening in membership, we present a novel approach that draws on the probability of 
being outvoted. We find that, given the institutional arrangement, enlargement tends to depress SWD. 
Our theoretical results are backed by empirical evidence in German Eurobarometer data displaying a 
tendency towards a decline in SWD that shows up in a significant fall in PART with growth in EU-
membership. 
 
WP Nr. 116: Christian Dreger und Yanqun Zhang: “Does the economic integration of China af-
fect growth and inflation in industrial countries?” 
The Chinese economic development affects GDP growth and inflation in the advanced countries. A 
GVAR approach is used to model the interdependencies between the business cycles in China and in-
dustrial countries, including the US, the euro area and Japan. For robustness, the results are compared to 
those obtained by leading structural econometric models, such as NiGEM and OEF. Evidence is based on 
the responses to a Chinese shock stemming from the recent fiscal stimulus package. The results indicate 
that the impact on GDP growth in the advanced economies is substantial for the Asian region. The ex-
pansionary effects to the US and the euro area responses are much lower and decrease due to rising in-
flation pressure. The analysis also reveals that China is still highly vulnerable to shocks in industrial countries, 
including the government debt crisis in the euro area. 
 
WP Nr. 117: Johannes Pöschl und Neil Foster: “Productivity Effects of Knowledge Transfers 
through Labour Mobility” 
The paper addresses the link between productivity and labour mobility. The hypothesis tested is that 
technology is transmitted across industries through the movement of skilled workers embodying human 
capital. The embodied knowledge is then diffused within the new environment creating spillovers and 
leading to productivity improvements. The empirical analysis is based on household survey and industry-
level data for a sample of 12 EU countries covering the years 1995-2005. The estimates document the im-
portance of positive cross-sectoral knowledge spillovers and indicate that labour mobility has considera-
ble beneficial effects on industry productivity. Possible endogeneity problems related to labour mobility 
are tackled by employing a two stage instrumental variables approach. Moreover we show that the spil-
lover effects vary considerably by technology level of the giving industry. While workers moving away 
from high and medium-tech industries are found to produce positive productivity effects for the receiving 
industry, no effect is found for those coming from low-tech industries. 
 
 
Kind regards 
 
Pia Kranawetter 
 (FIW Project Office) 
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