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Abstract
The change of Total Factor Productivity (TFP) is always attractive to economists, and the industry reform of China offers a rich empirical data to observe the efficiency results of different ownerships and reform policies. What the economists agree is that the reforms from 1978 have entirely shifted the market structure and industry organization of China, and bring up a manufacturing section that is open to the world economy. And the new Non-SOEs have achieved a much higher growth in the competition than the State Owned Enterprises. We consider that the success of China's industry reform is not the retrieval of SOEs, but the grow up of market oriented Non-SOEs.
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The China Paradox: A Critical Review and A New Hypothesis
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Abstract
This paper first shows by extensive empirical evidence the existence of the China Paradox, i.e., consistent excessive money supply has not led to serious inflation. Then it makes a critical review on different theories that try to explain the paradox. Based on the review, the paper puts forward a new theory proposing that the deepened stock and bond markets are the main cause for the paradox. These markets contain a considerable amount of money that is independent of the real economy. Econometric analysis shows that the Chinese data support the theory. 
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Abstract
This paper discusses insider trading theory in Chinese stock market and proposes 4 testable hypotheses. (1) Insider trading exist in China; (2) Insider trading are more severe than mature markets; (3) There exists a positive correlation between the degree of insider tradings around a corporate event and the management's efforts in accomplishing such an event; and (4) Insider trading usually occur with good corporate news. Our empirical tests, using 1078 M&A cases and other significant corporate events, verified these hypotheses. In the end, we discuss the implications of the economic analysis on legislation and regulation on insider tradings.
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Abstract
Using a new statistical procedure suitable to test the efficient market hypothesis in presence of volatility clustering and normality, we find significant evidence against the weak form of efficient market hypothesis for both Shanghai and Shenzhen stock markets, although they have become more efficient at the later stage. We also find that Share A markets are more efficient than Share B markets, but there is no clear evidence on which stock exchanges market, Shanghai or Shenzhen, is more efficient. These findings are robust to volatility clustering, a key feature of high frequency financial time series. They have important implications on predictability of stock returns and on efficacy of capital asset pricing and allocation in Chinese economy. 
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Abstract
This paper builds an NOEM model to study the price pass-through effect across the national border. Based on the theory we test whether endogenous monetary rules have a significant influence on the pass-through effect using Chinese data. Our results have shown that there is no evidence to support the assessment that China exports deflation to the rest of the world. In addition, we find that one country's monetary policy can restrict the pass-through effect.
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Abstract
In this paper, we describe a general framework of consumption-portfolio problem with the preference for wealth and habit formation. Our model extends the consumption-portfolio model of Merton (1971), Sundaresan (1989), and Bakshi and Chen (1996). We apply the stochastic dynamic programming to obtain the solution to the problem, and describe the optimal policy, the value function, and the dynamics of consumption. We explore the consumption-smoothing puzzle and suggest that habit formation and bounded preference for wealth lead to greater consumption smoothing behavior.
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Abstract
In an experiment of four markets of oral double auctions in which inflation is involved in some periods, we find that in general the rational expectation model is valid in markets with varying inflation rates, that is, different inflation rates have no effect on price expectations. In contract, the model fails in markets with stationary inflation rates. Combining with Williams (1987)'s results, this suggests that market parameters and experimental procedures may be responsible for the differences between the inflation markets and the stationary markets. 
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BAOMINDONG

(Xiamen University & Concordia University)

Abstract
This paper addresses the classical question of the free-riding problem in a two-person managerial team.  Unlike the pure moral hazard models, we assume that individual entrepreneurial abilities also affect team output.  Using a two-period model, we show that in an Alchian-Demsetz firm, even in a finite period game setting, effort levels of both team members are higher than what are commonly perceived to be achievable.  We argue that this is due to the partial mutual observability between the team members.We then argue that the existence of a self-enforcing mechanism in managerial teams alleviates free riding and may be the reason for the team to persist.
JEL Classification
 D73, L22, D82
Divide to Conquer: Asymmetric Mechanisms
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Abstract
Discrimination is quite common in organizations. In a simple tournament model, this paper reveals that the role of discrimination is an efficient mechanism in preventing collusion, which lies in the very spirit of “divide to conquer”. We show that asymmetric mechanisms with explicit discrimination dominate symmetric mechanisms without discrimination. Furthermore, by introducing the new means of the principal's manipulation of information, we highlight the function of the implicit discrimination mechanism, and show that it dominates the explicit mechanism. 
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Abstract
When there are conflict interests among the members, delegation is an important way to reveal the members' private information in an organization. This paper studies how the distribution of authority influences information transmission. It considers two possible distributions. One is that all members formally have the same authority (committee); the other is that one member owns the whole authority (hierarchy). The decision rule of the committee can be substantially in favor of some party although it is designed to treat each member equally. In contrast, hierarchy is inherently in favor of its leader. We find that the concentration of authority aggravates the effects of the conflict of interests in an organization.
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