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Abstract

Fama and French’s (1999) internal rate of return method is applied to Datastream data from
1993-2001 for 81 non-financial firms listed on the New Zealand Stock Exchange. The
nominal return on value is 7.09%. The real return on value is 5.07%. The nominal return on
cost is 11.59%. The real return on cost is 9.48%. The 10 former state-owned enterprises have
nominal and real returns significantly higher than the 71other publicly-listed companies and
their capital structures and market-to-book values differ significantly. Return on corporate
investment has been profitable but real and nominal compound returns and simple returns
have declined over time.

Keywords: privatization, cost of capital, New Zealand
JEL Classification: G15. G32

'Address: School of Business Management, Faculty of Management, Ryerson University, 350 Victoria
Street, Toronto, ON, Canada, M5B 2K3. Tel.: 416-979-5000, ext. 6726. Fax: 416-979-5266.
Acknowledgements: Financial support for this research has been provided by Research Grants from the
Commerce Division, Lincoln University, Canterbury, New Zealand. The author thanks Muhammed
Ather Zia for data collection and seminar participants at Lincoln University, New Zealand, and York
University and Ryerson University, Toronto, Canada, for helpful comments. The author is also grateful
for suggestions from participants at the Midwest Finance Association 2003 Annual Meeting, St. Louis,
Missouri, particularly Matt Blasko, Oakland University, MI, USAand at the Financial Management
Meeting 2003, Denver, Colorado, particularly the discussant, Bill Campsey, San José State University,
California.




Review of Applied Economics (RAE): Vol.1, No.1

Foreign Investment and Productivity: A Study of Post-reform Indian
Industry

Murali Patibandla, Indian Institute of Management, Bangalore, India
Amal Sanyal, Commerce Division, Lincoln University, New Zealand

Abstract:

The paper uses firm level panel data for Indian industries in the post-reform period to study
the direct and indirect productivity effects generated by foreign investment. It finds no
evidence that foreign investment directly increased firm-level productivity, nor that R&D
spending was more productive in firms or sectors with higher foreign investment. It however
finds strong evidence that local firms benefited from foreign investment in their industries.
These benefits are higher for larger firms and those that do more business domestically.
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Abstract:

This paper empirically examines the asymmetric price setting behavior on exchange rate
volatility from foreign firms of Korea’s major trading partners which causes an incomplete
exchange rate pass-through into import prices in Korea. The study demonstrates that there
exists a significant difference between the exchange rate pass-through to aggregate import
prices in Korea during the post-Asian financial crisis period and its counterpart during the
pre-crisis period. The results from time series data support that both short-term and long-term
exchange rate pass-through elasticities to import prices in the Korean economy during the
post-Asian financial crisis period are greater than those during the pre-crisis period. The pass-
through can be endogenous to the monetary policy regime. For the case of Korea, pass-
through rates into import prices at least during the post-crisis period are more a function of
macroeconomic conditions and international markets than the domestic monetary policy.
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Abstract

In this paper, we conduct a set of Monte Carlo sampling experiments to examine the effect of
design characteristics on the inequality restricted maximum entropy (RME) estimator. We
generate data under varying design characteristics, and estimate the parameters using
maximum entropy and least squares estimation, both with and without parameter inequality
restrictions. As part of the experimental design we vary the sample size, the distribution of
the regressors, the distribution of the errors, the degree of collinearity, the signal-to-noise
ratio, and the specification error. We compare the alternative estimators on the basis of mean
square error.
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Abstract

By nature, people are guided by self-interests. Although all income groups have a stake in
economic matters, the highest income groups are likely to have a much greater say in
affecting the macro economy. Identifying the interests of higher income groups with regard to
the economy is, therefore, important. It suggests where the effective energies of these potent
groups are likely to be channeled, and allows one to assess the extent to which their objectives
are in tune with the agenda of the broader society. This study uses the Phillips-Hansen fully
modified OLS procedure to investigate the interrelationship between four key macroeconomic
variables and the seven topmost income shares. We find that the extent of trade, inflation
rate, unemployment, and real interest rate are highly significant in explaining the shares of the
highest income groups in the United States.
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Abstract

The emergence of the neo-liberal doctrine in the European Union (EU), as this is reflected
by the prevalence of monetarism and market deregulation, has spawned a wave of
criticism to be leveled at the way national macroeconomic policies have been conducted,
with more emphasis on the unprecedented high level of unemployment experienced by
virtually all EU countries. A theoretical exploration of this new policy orientation is being
pursued in an attempt to unveil a potential mechanism responsible for the dire
employment record. This paper’s primary aim is to gain an empirical insight into, a
somehow forgotten, relationship between capital stock and unemployment. The
conducted econometric analysis provides useful empirical results, which support the
relevant literature and argues in favour of implementing an alternative, macroeconomic
policy in the EU.
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Abstract

Economic development in Japan prior to World War II involved the expansion of labor
intensive manufacturing industries that employed a large proportion of women. This was
accompanied by the growth in vocational education for women as well as for men. Was the
growth in vocational education, especially of women, a result of the economic expansion or a
cause? In the postwar period vocational education for women grew slightly, while that for
men declined. Was this caused by continued economic growth or did vocational education,
especially for women, play a causal role in postwar economic growth? This paper attempts to
address these questions using a recently available data set and utilizing the vector error
correction methodology. The results indicate that vocational education, especially of females,
played a causal role. Thus vocational education may be important in the early stages of
growth for today’s developing nations.
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