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Abstract 
 
In this paper, we tackle the issue of locating a public facility which provides a public good in 
a closed and populated territory. This facility generates differentiated benefits to 
neighborhoods depending on their distance from it. In the case of a Nimby facility, the 
smaller is the distance, the lower is the individual benefit. The opposite is true in the case of 
an anti-Nimby facility. We first characterize the optimal location which would be chosen by a 
social planner. Then we introduce a common-agency lobbying game, where agents attempt to 
influence the location and provision decisions by the government. Some interesting results 
arise in the case where only a subset of neighborhoods lobby. First, the solution of the 
lobbying game can replicate the optimal solution. Second, under-provision and over-provision 
of the public good may be obtained both in the Nimby and the anti-Nimby cases. The 
provision outcome depends on the presence of either a congestion effect or an agglomeration 
effect. Third, some non-lobbying neighborhoods may be better off than in the case where all 
neighborhoods lobby, which raises the possibility of free-riding at the lobbying stage. 
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1 Introduction

The location of a public facility in a territory, providing a public good to the inhabitants

of this territory, is a thorny issue. The main reason is that, in most cases, a public facility

has di¤erentiated e¤ects on inhabitants, depending on distances. The importance of this

issue can hardly be dismissed. The decision over the siting of such facilities is often a

very complicated endeavor, especially in the case of noxious facilities, such as land�lls,

incinerators, prisons, etc. Although everybody acknowledges the importance of the public

good, local residents usually oppose the construction of these facilities in their community,

showing an attitude which is referred to as the NIMBY (�Not In My Backyard�) syndrome.

The choice of the location of these facilities is the object of �erce political competition,

which leads to long and laborious decision processes and sometimes siting stalemates.1

In this paper we adopt a political economy perspective to investigate two interrelated

issues: the location of the public facility and its size, measured in terms of the public

goods and services that the facility provides to the citizens.2 We set up a model of one

locality, which we will call �city�, formed of neighborhoods (households) spread on a

closed circular territory.3 A decision must be taken on the siting and the size of a facility,

when neighborhoods are a¤ected by both the amount of the provision of the public good

(i.e., the size of the facility) and by the distance to the facility. Abstracting from the

location issue, agents value the public good. We refer to the facility as a Nimby facility

when the relationship between individual bene�ts and distance is positive, and as an anti-

Nimby facility when the relationship is negative. Thus, for a given amount of public good

provision, the closer to a neighborhood is a facility, the worse it is for this neighborhood

in the Nimby case and the better in the anti-Nimby case.

We �rst prove the existence and characterize the optimal solution that would be cho-

sen by the government if it acted as a benevolent social planner. This case serves as a

benchmark in the sequel. Then, building on the menu-auction framework developed by

Bernheim and Whinston [1] and applied by Grossman and Helpman in a series of studies

[7], [8], we turn to the equilibrium of the lobbying game played by the government and

the neighborhoods, using as a benchmark the social planner solution.

1Examples of public processes related to decisions on the siting of such facilities in Canada, the Nether-

lands and Switzerland can be found in Kuhn and Ballard [11], Wolsink [15] and Frey, Oberholzer-Gee and

Eichenberger [5], respectively.
2Given this perspective, we leave aside the issue of optimal taxation policy which could a¤ect the welfare

consequences of the location of such a facility, by means of subsidies and taxes.
3Our analysis highlights the importance of reasoning on a multi-dimensional space when addressing

location issues.
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First, we show that the lobbying equilibrium replicates the optimal solution not only

when all neighborhoods lobby, but also in cases where only some neighborhoods lobby.

Second, with regard to the relationship between the provision of the public good and the

location of the facility, we prove that, both in the Nimby and the anti-Nimby case, when the

lobbying equilibrium di¤ers from the social planner solution, there may be either under-

provision or over-provision. To explain this result, we introduce the notions of �public

complements�and �public substitutes� to characterize the relationship between the size

of the facility and the distance. When they are public complements, there is a �congestion

e¤ect� such that shorter distance is associated with lower demand of the public good.

When they are public substitutes, there is an �agglomeration e¤ect� such that shorter

distance is associated with higher demand of the public good.4

Exploring further the issue of the consequences of the lobbying activities, and turning to

the normative aspects of the political game, we show that, when the equilibrium decision

di¤ers from the optimal one, some lobbies may be worse o¤ whereas some non-lobbies

may be better o¤. This raises the issue of free-riding on lobbying activities. Therefore our

analysis of the political decision of locating a public facility opens new perspectives on the

distributional consequences of this problem.

A recent study by Feinerman et al. [3] is close in spirit to ours, as it focuses on the

political game being played by lobbies about the location of a waste facility. However

it di¤ers from ours in many ways. First, their model is very di¤erent from ours, as it

is based on a housing price mechanism in a two-city economy, where the two cities are

situated at the extremities of a segment. The siting of the facility has only indirect e¤ects

on households� utility through the housing price, but does not enter directly in their

utility function: as such, it does not properly match the de�nition of a Nimby facility,

that is, an overall advantageous good with local harms based on distance. Hence, they

cannot address the link between the location and the supply of the public good. Second,

they are interested in the positive issue of the location of the public good but do not

address the normative implications of this decision. Third, our analysis is more general

as our formalization allows us to study the location and size of a public facility having

di¤erentiated e¤ects on an inde�nite number of inhabitants disseminated in a territory,

be they positive or negative. In other words, our analysis is not restricted to noxious

facilities, nor to a one-dimension spatial economy.

4This e¤ect is reminiscent of the agglomeration e¤ect used in economic geography, as it refers to a

positive e¤ect due to increased density. Here it refers to a public good, and not to the concentration of

production factors.
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Fredriksson [6] studies the political economy implications of di¤erent institutional

structures on the choice of capacity of hazardous waste facilities in a federal system and

�nds that a decentralized system yields the �rst-best capacity level whereas a centralized

system tends to implement sub-optimal levels. His paper has no spatial content and no

attention whatsoever is paid to the choice of the (optimal) location of the facility, and

to the interaction between (optimal) provision and location, which are instead the main

objectives of our investigation. Furthermore, he does not address the lobbying issue.

The plan of this paper is as follows. Section 2 presents the model of a multi-neighborhood

city facing the issue of the location and size of a public facility. In section 3, we analyze

the optimal solution of this problem made by a social planner. This solution will be used

as a benchmark for the assessment of the political solution. Section 4 is devoted to the

study of the political game when neighborhoods lobby the policymaker in charge of the

city. Section 5 concludes.

2 The model

We consider an economy formed of a territory and populated by n equal-sized neighbor-

hoods (n > 1). We call this economy a �city�. The territory is spatially de�ned as the area

S of the trigonometric circle.5 The city is composed of �neighborhoods�. A neighborhood
is a set of identical agents, whose mass is normalized to one and is supposed to be located

on a single point. On a given point, there is one neighborhood. We denote by O the center

of the circle.

According to these assumptions, we introduce the following de�nition.

De�nition 1 A n� neighborhood structure P is a set of n points fP1; ::; Pi; :::; Png such
that x2i + y

2
i � 1 where (xi; yi) 2 R2 are the coordinates of Pi.

Any point Pi is fully characterized by these coordinates or equivalently by its radian.

Without loss of generality, we assume that points are ranked in P in such a way that

radian (Pi) < radian (Pi0) ; for any i < i
0
: We denote by eP the convex hull de�ned by the

n points fP1; ::; Pi; :::; Png :
A public facility has to be located in the territory S. This facility provides a public

good to agents. There exists a single policymaker who decides both on the (per-capita)

size of the facility, measured in terms of the amount of the public good that provides,

5This assumption is introduced for the sake of simplicity. Our analysis could be generalized to the study

of the location of a public facility when a population is spatially disseminated within a bounded territory.
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g; and its location, L, included in S: The policymaker of the city, in charge of its public
a¤airs, is called the �mayor�.6 The location L is fully characterized by its coordinates

(xl; yl) : Obviously, the knowledge of these coordinates allows us to obtain the euclidean

distance between L and any point Pi belonging to P. We denote this distance by di:
The construction of the facility is �nanced by lump-sum taxes. Assuming that costs

depend linearly on the size and there is no de�cit spending, we have:

g = � = � i;8i: (1)

Each agent is endowed with the same endowment e 2 R+: Each agent appreciates
consuming the private and the public goods. In addition the bene�ts she draws from the

public good depends on the distance between her own location in the city and the location

of the public facility. Some facilities are such that any agent prefers them to be located as

far as possible from her own location when they produce nuisances: think about land�lls,

hazardous waste facilities, jails, etc. Others, to the contrary, are most appreciated when

they are close to individuals; the closer they are from agent i; the better it is for her :

schools, museums, (underground) stations, etc., are examples of such facilities. We refer

to the �rst ones as �Nimby�facilities and the second ones, by contrast, as �anti-Nimby�

facilities.

Hence, for any agent i belonging to P, we characterize the utility function in these two
cases as follows:

vi (g; di; e) = e� � +H (g) + �g�Kj (di) (2)

with H(g) > 0; H
0
(g) > 0; H

00
(g) < 0 and j = N;A in the Nimby and the anti-Nimby

case respectively. The public good generates decreasing marginal returns per se.7

With regard to the location of the facility and its impact on a given neighborhood, we

will introduce the following assumptions:

Assumption 1: In the case of a �Nimby�facility, � is negative and the KN function

has the following properties:

KN (di) > 0;
�
K

N
�0
(di) < 0;

�
K

N
�00
(di) > 0 (3a)

A Nimby facility generates �spatial�nuisances, that is, a reduction in the distance di
has negative impact on individual utility. According to (3a), the marginal �spatial�harm

6Here what matters is that there is a closed unique political jurisdiction. The territory can also be seen

as a "country" and its policymaker as the "government".
7We assume that K(�) ensures that the various solutions that we investigate imply positive and �nite

provisions of the public good.
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generated by a decrease in distance is decreasing with distance, that is K(di) is convex.

To illustrate the case of a Nimby facility, consider a land�ll generating unpleasant views

and odors. The farther it is from one�s location, the better it is for the agent. Siting this

facility one more mile away is less bene�cial to the agent when the facility is already far

away from her.

Assumption 2: In the case of an �anti-Nimby� public facility, � is positive and the

KA function has the following properties:

KA (di) > 0;
�
K

A
�0
(di) < 0;

�
K

A
�00
(di) < 0 (3b)

An anti-Nimby facility generates �spatial�bene�ts, that is, a reduction in the distance

di has positive impact on individual utility. According to (3b), the marginal bene�t from a

reduction in distance is increasing with distance, that is K(di) is concave. As an example

of an anti-Nimby facility, consider the case of the city hall. Distance is a proxy for the

walking time to the city hall. The longer the walking time, the higher the opportunity cost

it generates; this opportunity cost is marginally increasing with time (tiredness, lost leisure

time, etc.). Remark that the distance variable may capture both transportation costs and

other non-pecuniary in�uences of distance on welfare. Here we do not disentangle the two

e¤ects.

In both cases, we assume that these spatial e¤ects are linked to the provision of the

public good, that is the size of the facility supplying the public good. More precisely, it

depends both on the values of � and �: De�ning the function 	(g; di) as follows:

	(g; di) = �g�Kj (di)

we shall refer to g and di as �public complements (public substitutes) for agent i�when

the cross derivative 	gdi(g; d
i) is positive (negative).8 In the case of Nimby facilities (�

negative), g and di are public complements when � is positive. Then a decrease in distance

induces agent i to demand a decrease in the provision of the public good, as a diminished

distance decreases the marginal bene�t that agent i draws from the public good. We refer

to this case as the �congestion e¤ect�. When � is negative, the opposite e¤ect is at work:

we refer to this e¤ect as the �agglomeration e¤ect�. A decrease in distance augments the

desirability of the public good for agent i:

In the case of an anti-Nimby facility (� positive), the e¤ects are reversed: g and di are

public complements, that is there is a congestion e¤ect, when � is negative. There is an

agglomeration e¤ect when � is positive.
8To the best of our knowledge such terminology has not been used before in public economics. We draw

it from the literature on strategic interactions and supermodular games.
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Typically, we could think of airports as Nimby facilities linked to a positive �: Ceteris

paribus, the farther an airport is from residence, the bigger is its desired size (that is the

number of connections they o¤er to travellers): hence air travel and distance are public

complements. On the other hand, museums could be thought at �rst sight as anti-Nimby

facilities with public substitutability between art and distance: the closer they are, the

bigger is their desired size. This may help to explain why usually capitals enjoy the largest

museums and large airports are located faraway from the city center.

In sum, our speci�cation is fairly general and covers many di¤erent e¤ects which are

often related to the location of public facilities.

3 The optimal solution

First we consider the optimal solution to this problem solved by a social planner. This

solution will be used as a benchmark to assess the impact of lobbies on the political process

leading to the location of the public facility. Giving equal weight to all individuals, the

social planner maximizes the average level of welfare. Taking into account equation (2),

it solves the following optimization problem:

max
g; xl; yl

W (g; xl; yl; e; xi; yi) = [e� g +H (g)] + �g�
"
1

n

nX
i=1

K (di)

#
(4)

s:t: di =
h
(xi � xl)2 + (yi � yl)2

i 1
2

(5)

xl 2 [�1; 1] ; yl 2 [�1; 1] (6)

The �rst constraint corresponds to the de�nition of distance, the second one requires that

the optimal solution belongs to S.
Then, we are able to state the following9:

Proposition 1 The social planner solution

(i) There exists an optimal location L� = (x�l ; y
�
l ).

(ii) If the facility is Nimby, there may be multiple solutions to the social planner prob-

lem. Any optimal location L� either belongs to the interior of eP or is on the circumference
of S. If

Pn
i=1K

N (di) is strictly concave in xl and yl; there is a unique solution.

(iii) If the facility is anti-Nimby, there is a unique optimal location, which belongs toeP .
9We are very indebted to Stephane Rossignol for the proof of this proposition.
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(iv) De�ning the net social marginal bene�t of g as [H 0(g)�1]+��g��1
�
1
n

Pn
i=1K (di)

�
;

the optimal amount of public good g� is such that net social marginal bene�t is zero.

Proof. See appendix A.

The existence of a solution comes from the continuity of welfare function and compact-

ness of the opportunity set, de�ned in terms of available spatial and physical resources.

When the public facility is Nimby, it is easy to understand that, if the optimal location

is located outside the convex hull eP; it must lie on the circumference of S. Suppose it
is not the case. Then, moving orthogonally the public facility further away toward the

circumference will make all agents better o¤. The optimal location may not be unique.

Suppose that there are two neighborhoods located at (1; 0) and (�1; 0); then the optimal
location, because of the symmetrical characteristics of the problem, is either (0; 1) or

(0;�1).
As the above example makes clear, uniqueness of the optimal location in the Nimby

case depends on the distribution of neighborhoods over the city. In fact, it is easy to

provide examples which generate a unique optimal solution in this case (see Appendix A).

When the public facility is anti-Nimby, it will be located within the convex set eP:
Suppose it is not the case. Then, moving orthogonally toward the convex hull will make

everybody better o¤, at least until the boundary of the hull is reached. All individuals

agree on the fact that the public facility must be as close as possible from their own

location.

With regard to uniqueness, a priori multiplicity of equilibria may arise as, although the

individual functions Kj(di) are concave in di, they need not be so in (xl; yl): In Appendix

A, we show that, in the case of anti-Nimby facilities, concavity holds also with respect to

(xl; yl), whereas this is not necessarily true in the case of Nimby facilities.

Finally, (iv) extends the Samuelsonian rule for the optimal provision of a public good

when location matters. It highlights that the optimal provision interacts with the optimal

location. This happens because the spatial externalities depend on the amount of public

good supplied to the city�s population. To understand this relationship, it is convenient

to refer to 1
n

Pn
i=1K

j (di) ; j = A;N , as the average distance impact of the location of the

facility on the neighborhoods. Consider the case of a Nimby facility. If � < 0, the average

distance impact and the public good are public substitutes and consequently the optimal

size g� decreases with the average distance impact. The higher the average distance impact

provided by the location, the lesser the provision of the public good. In the case of an

anti-Nimby facility, the relationship between g� and the average distance impact is instead

positive, as they are perfect complements. The higher the average distance impact provided
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by the location, the larger the optimal size of public facility. If � > 0, these results are

reversed. In the Nimby case, the higher is the average distance impact, the larger is the

public good provision as a higher distance increases the marginal bene�ts drawn from the

public good; in the anti-Nimby case, the higher the average distance impact, the smaller

is the public good provision for the opposite reason.

In many cities, we observe that the city hall or the cultural center is located at the

spatial center of the city. In our setting, it corresponds to O: Are there cases where the

public good is located at the center of the circle? To answer this question, we introduce

the two following de�nitions:

De�nition 2 A n� neighborhood structure is O� symmetrical when for any point Pi
where a neighborhood is located, a neighborhood is located at the point Pj de�ned by:

xj = �xi and yj = �yi, for i = 1; :::; n:

De�nition 3 A n� neighborhood structure is said to be regular if all neighborhoods belong
to the circumference of S, and the distances between Pi and Pi+1 are equal, for any 1 �
i � n; with n+ 1 � 1.

Using these de�nitions, we can state the following proposition:

Proposition 2 Let
Pn
i=1K

j (di) ; j = A;N be strictly concave in xl and yl. Then, if the

n� neighborhood structure P is O� symmetrical or regular (n > 2), the unique optimal

location is located at the center of the territory O.

Proof. See Appendix B.

This proposition is easy to understand. Given the symmetry properties of these two

types of neighborhood structure, as the social planner weighs equally agents, given the

concavity of the function K(�); she chooses as an optimal location the center O of the city:
each agent will then be located at the same distance to the public facility, be it Nimby or

anti-Nimby.

4 Lobbying on location

We now introduce the possibility that neighborhoods lobby the government for the location

and the size of the public good. We will formalize the lobbying process as a common agency

game à la Bernheim and Whinston [1], where lobbies o¤er binding contributions to the

government, conditional on the chosen policy.
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Let us denote with L � P the subset of P whose elements (neighborhoods) are lobbing
and with l the cardinal of L : l � n: We refer to L as the �lobby set� and to L; the
complement of L in P, as the �non-lobby set�.

The lobbying game on the location and provision of the public good is similar to

Grossman and Helpman�s analysis of trade policy. It is a two-stage game.

1. In the �rst stage, lobbies commit to a menu of contributions depending on the

policy chosen by the mayor. Given (2), individual contribution schedule by lobby i

is a function of g and di and is denoted by Ci (g; di) : It is assumed to be globally

truthful, that is Ci (g; di) = max[0; v (g; di; e)� bi] where bi is a scalar optimally set
by lobby i: Lobbies play non-cooperatively with one another: when choosing bi; each

lobby takes other lobbies�contributions as given.

2. In the second stage, the mayor decides on the location and the size of the public

facility, taking into account the related contributions that she will receive from the

various lobbies. The maximization problem of the mayor in the presence of lobbies

is written as:

max
g;xl;yl

�(g; xl; yl) � �W (g; xl; yl) + (1� �)
X
i2L

Ci (g; di) (7)

where W (g; xl; yl) is the social welfare function given in (4), and � 2 [0; 1] is the
weight given to the social welfare and is an index of �benevolence�. When � is

equal to 1, the mayor acts as the social planner and implements the optimal solution

characterized in the previous section; when it is equal to zero, the mayor is fully

opportunistic.

A solution to the lobbying game is a vector (bxl; byl; bg;bc1:::;bci; ::;bcl) ; where bci is the
contribution received from lobby i, associated with (bxl; byl; bg) :We denote by bL = (bxl; byl) the
location associated with this solution.

Then, we can state the following result on this lobbying game:

Proposition 3 The lobbying game equilibrium

(i) There exists a solution to the lobbying game.

(ii) If the facility is Nimby, there may be multiple solutions to the lobbying game. Any

optimal location bL either belongs to the interior of eP or is on the circumference of S. IfPn
i=1K

N (di) is strictly concave in xl and yl; there is a unique solution.
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(iii) If the facility is anti-Nimby, there exists a unique solution, which belongs to eP.
(iv) if L = P, the set of optimal locations bL is identical to the set of optimal locations

L� and the size bg associated to a particular location is identical to the size g� chosen by
the social planner.

(v) bCi are increasing (decreasing) in bdi if the good is (anti-)Nimby good.
Proof. See appendix C.

The existence of a solution is immediate, given the standard features of this economy

and the assumption of truthful contributions.

The second and the third properties of the lobbying solution can be easily understood

by applying the same line of reasoning that we used in the case of the social planner solu-

tion. For example, in the Nimby case, if the public facility were located outside the convex

hull eP but not on the circumference, every agent (lobbies and non-lobbies) would agree

on moving the facility orthogonally to the circumference and the mayor would implement

this move. In this case, there would be no con�ict of interests whatsoever between lobbies

and non-lobbies. The uniqueness issue can be understood using the reasoning made for

Proposition 1.

The fourth property of the lobbying solution is a well-known property of this type of

lobbying games: when all neighborhoods lobby, the solution is identical to the optimal

one. In our case, it means that both the location and the size of the public facility are

equal to the ones chosen by the social planner. When all neighborhoods lobby, their actions

nullify each other and the countervailing power of each lobby against all lobbies leaves the

mayor in a position to choose the socially optimal solution. Of course, then there is no

net gain in lobbying. By Propositions 2 and 3, it is immediate that if L = P, and P is O�
symmetrical or regular, the unique location bL is O and bCi = bC > 0; 8i. The center of the
city may well be the solution of the lobbying game, whether the public facility is Nimby or

anti-Nimby. In that case, given the symmetric location of all neighborhoods with respect

to O; their contributions to the mayor are equal.

Finally, according to equation (2), neighborhood i�s utility depends only on her distance

to the public facility and on the amount of the public good. In the Nimby case, the more

distant is the public facility to agent i, the higher is her level of utility. By truthfulness

assumption, contributions must re�ect exactly the relative valuation of two alternatives, so

that agent i must bid more the closer is the facility. The opposite holds for the anti-Nimby

case.

Turning to the case where the lobby set L is smaller than P, and assuming for simplicity
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that
Pn
i=1K

j (di) is strictly concave and there is a unique optimal solution,10 we can prove

the following:

Proposition 4 Characterization of the equilibrium when L � P
(i) When L � P, it may be the case that bL = L�.
(ii) When L � P and bL 6= L�; bg = g� if and only if � = 0.
(iii) When L � P and bL 6= L�; bg > (<) g� if and only if � > (<) 0.
Proof. See appendix D.

A simple example will provide the intuition for the result stated in (i). Consider an

O� symmetrical structure. According to Proposition 2, the optimal location of the game
is O: Suppose that only neighborhoods Pi, with i even, are active lobbies. Then each

lobby faces a symmetrical lobby with respect to O: The lobbying game retains the O�
symmetry property of the social planner case, and the mayor locates the public facility

in O: It happens that each pair of symmetrical lobbies will have a neutral in�uence on

the solution as each lobby will neutralize the action of its counterpart. This proposition

di¤ers markedly from the standard result obtained by Grossman and Helpman [7] where

the solution when only a subset of agents lobby always di¤ers from the solution when all

agents lobby.

This result may provide an explanation for the empirical �nding by Feinerman et al.

[3]. In their empirical study of the siting of a waste disposal facility in Israel, they found

that the actual choice made by the Israeli authorities almost coincides with the �optimal�

solution that would have been chosen by the social planner. This is likely to be the

consequence of the countervailing in�uences of the diverse lobbies involved in the decision

making process.

Result (ii) is immediate given that when � is nil, there is no interaction between

distance and the provision of the public good. Hence there is unanimity in the provision

of the public good.

Result (iii) illustrates the suboptimality of the lobbying solution when only some neigh-

borhoods are able to in�uence the government. To understand this property, consider the

simple case of a Nimby facility (� < 0) with a single lobbying neighborhood, P1; with

� > 0: In this case, we have seen that the public good and distance are public comple-

ments. The lobbying neighborhood, having no countervailing neighborhood, is able to

10 In the case of multiple optimal solutions, we would have to use a selection criterion in order to make

comparisons. An obvious criterion would to focus on the optimal solution(s) for which the welfare of the

lobby set is maximized. Our analysis would then proceed.
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induce the mayor to locate the public facility farther from itself, thereby decreasing the

negative spatial externalities su¤ered by P1: Then, as the distance is increased, P1 is will-

ing to bene�t from a larger amount of the public good, because her marginal bene�t from

public good consumption, given by H 0(g)+��g��1K (d1) ; increases with d1, as the facility

is Nimby and K(d1) decreases. This explains why the mayor is induced by an increase in

the contributions of P1 to choose bg larger than the socially optimal g�: On the contrary if
� < 0, that is the public good and distance are public substitutes the marginal bene�t of

public good consumption decreases when distance is increased. Thus the mayor is induced

by an increase in the contributions of P1 to choose bg smaller than the socially optimal g�.
In the case of an anti-Nimby facility (� > 0), a similar reasoning applies. Again suppose

that P1 is the unique lobbying neighborhood, with � > 0. She wants the public facility

to be located closer to her. But then, as the distance is decreased, the marginal bene�t

that she draws from the public good increases. Therefore she is willing to redirect some

resources to the public good, and the mayor is induced by her contribution schedule to

increase the amount bg compared to the socially optimal g�:11
In sum, except in a very special case (additive terms related to size and location in

the utility function), the location of a facility and its size are intimately related. The

two structural features governing this link are the nature of the facility (Nimby or anti-

Nimby) and the existence of a congestion e¤ect or an agglomeration e¤ect, or equivalently,

whether the public good and distance are public complements or public substitutes. As a

consequence, under-provision or over-provision of the public good can occur in both types

of facilities.

Turning to the welfare properties of the lobbying solution, we can show that, on this

dimension too, the impact of lobbies di¤ers markedly from what was obtained by Gross-

man and Helpman [7]. Again, for simplicity, we restrict the analysis to the case wherePn
i=1K

j (di) is strictly concave and there is a unique optimal solution. Then we can prove:

Proposition 5 When L � P, and bL 6= L�; then
(i)
P
i2L v

�bg; bdi� >Pi2L v (g
�; d�i ) and

P
i2L v

�bg; bdi� <Pi2L v (g
�; d�i )

(ii) there may exist some neighborhoods Pi belonging to L such that v
�bg; bdi� < vi (g�; d�i )

and neighborhoods Pj belonging to L such that v
�bg; bdj� > vj (g�; d�i ) :

Proof. See appendix E.
11Notice that these examples can be generalized to the case of a plurality of lobbies.
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This proposition characterizes the welfare properties of the solution when L � P,
and the mayor�s decision di¤ers from the optimal solution. Property (i) states that, taken

collectively, the lobbying neighborhoods bene�t from this decision (not taking into account

their contributions), at the expense of the non-lobbying neighborhoods: altogether the

lobbying neighborhoods are better-o¤ with the decision reached when they lobby than

with the solution chosen by the social planner. The reverse is true for the non-lobbying

neighborhoods. This result is consistent with what Grossman and Helpman [7] found.

However it is not true that each single lobby bene�ts from the mayor�s decision, nor that

each non-lobbying neighborhood is harmed by it (Property (ii)). Two simple examples

will help to explain these counter-intuitive results. Assume � = 1 and consider a O�
symmetrical structure, with n neighborhoods, n being large. The public facility is Nimby.

Suppose that all neighborhoods Pi, i � n
2 ; are active lobbies and that among the rest

of neighborhoods, there is only one active lobby, Pj ; j > n
2 : The

n
2 �rst lobbies have a

common interest to locate the public facility on the down-half of the trigonometric circle

(with negative y): This harms neighborhood Pj as this shortens the distance dj :

Suppose now that there are only two active lobbying neighborhoods, Pi and Pi+2:

Their interests coincide and they act so as to increase the distance di and di+2: But by so

doing, this increases the distance di+1 and that bene�ts to the in-between non-lobbying

neighborhood Pi+1:

Proposition 5 di¤ers markedly from the results obtained by Grossman and Helpman.

In their case, the pecuniary externalities generated by any contributing lobby on any other

agent (lobby or not) is always negative: since all goods are consumed by all agents, rising

tari¤ on one good through the lobbying activity of its producer always harms all other

agents. In contrast, in our framework, considering as an example the case of a Nimby

facility, increasing the distance between one lobbying neighborhood and the location of

the public facility may bene�t other neighborhoods, provided they are close enough to the

lobby�s location. In other words, in opposition to Grossman and Helpman�s, here there

may be a congruence in interests among di¤erent neighbors.

This sheds light on the free riding strategies being played in both settings. In both

models, there is an incentive to defect from the solution without contributions: if no

agent is actively lobbying, any agent has an incentive to be an active lobby. However,

in Grossman and Helpman when other lobbies increase their contributions, any lobby is

induced to increase hers because of the negative externalities, whereas in our case, due

to the possible convergence of some agents� interests, a lobbying neighborhood may an

incentive in free riding on her close neighbors and decrease her contributions when theirs

13



are increased.

5 Conclusion

This paper tackles the issue of the location of a public facility in a territory from a

theoretical point of view, adopting a political economy perspective on the subject. The

issue of the location of a public facility is important because many of these facilities do

have a di¤erentiated impact on the inhabitants depending on their distance from the

public facility. This impact may be negative (airports are disliked, almost unanimously)

or positive (museums in the vicinity are also almost unanimously appreciated). We call

the former ones �Nimby�facilities, and the latter ones �anti-Nimby�.

Considering a two-dimensional territory that we call a city, we have characterized the

optimal solution chosen by a social planner, which we take as a benchmark. We have

then analyzed a lobbying equilibrium à la Grossman and Helpman [7], showing that this

equilibrium can replicate the optimal solution not only when all neighborhoods lobby the

�mayor�, but also when only a subset of neighborhoods is actively involved in lobbying

activities. When the mayor�s decision di¤ers from the optimal solution, it may lead to

either over- or under-capacity of the public facility, be it Nimby or anti-Nimby.

The relation between size and location is complex and depends critically on the nature

of the facility and the impact of size over the distance e¤ect on individual utilities. To

address this issue, we distinguish between the case where the public good and distance are

what we call �public complements�, and the case where they are �public substitutes�. The

public good and distance are public complements (public substitutes) when a decrease in

distance decreases (increases) the marginal bene�ts that individuals enjoy from an increase

in the provision of the public good. In the �rst case, we refer to a �congestion e¤ect�,

and in the latter case, to an �agglomeration e¤ect�. When the facility is Nimby and some

neighborhoods are organized in lobbies, there is under-provision (over-provision) when the

public good and distance are public substitutes (public complements). These results are

reversed when the facility is anti-Nimby.

Turning to the normative analysis of the political game, whereas as a whole lobbies

gain from the equilibrium game, and non-lobbies lose, it may happen that some lobbies lose

despite their own political involvement and some non-lobbies gain despite their inactivity.

This raises the issue of who should lobby and who should not.

Our analysis rests on some simplifying assumptions, which might be relaxed to shed

light on new issues related to the location decision of a public facility.
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Here the players of our political game are exogenously given. In particular we do

not consider the lobbying decision as such. Some recent papers study the endogenous

decision to lobby, in di¤erent contexts (see for example Felli and Merlo [4] and Mitra

[12]). In the context of the location of a public good, our analysis shows how crucial

and complex this decision is. Since some lobbies lose and some non-lobbies gain from the

equilibrium solution, the incentives to free ride are both straightforward and hard to solve.

The endogeneity of lobbies in our context is an open and very interesting question.

Similarly we do not address the issue of the selection of the policymaker, the �mayor�.

In modern days municipalities,12 a political contest takes place at regular dates and the

mayor is elected, through various electoral mechanisms. In other words, a city is the locus

of an active political life and competition which cannot be reduced to the actions of lobbies

towards an a-temporal mayor. Besley and Coate [2] have proved in a citizen-candidate

model of democracy that the electoral process limits drastically the in�uence capacity of

lobbies. It would be worth to relate (local) democracy to the location issue of a public

facility and investigate how this issue impinges on the electoral competition and selection

process.

The city we consider is set on a bounded territory and is isolated, with no borders with

other cities. However many (anti-) Nimby facilities have transboundary e¤ects. This is

particularly relevant with respect to environmental goods (or bads). As such, the decision

by a jurisdiction to locate a public facility somewhere on its territory has spillover e¤ects

on neighboring jurisdictions. Consider the case of a Nimby facility, serving a city whose

neighborhoods are concentrated in one side of the territory. The decision is likely to be

to locate the facility in the other side of the territory, thus harming the neighboring city.

Addressing the issue of locating local public facilities in a multi-jurisdictions setting is on

the agenda.13

Lastly, a central dimension of the location of a public facility is the issue of its impact

on the location of private production factors. Here we consider that the public good

impacts directly on the neighborhoods�utilities, but has no productive e¤ects whatsoever.

Actually public infrastructures have an overwhelming e¤ect on the decision to locate or

not a �rm or a factory in a given jurisdiction. Amenities, that is the set of public facilities

o¤ered by a jurisdiction to holders of production factors (labor as well as capital), and

the ease of access to them are a major factor in the competition between jurisdictions (see

12At least in well-ordered democratic societies.
13For an investigation on the siting of noxious facilities and polluting �rms in a multi jurisdictional

setting see Ingberman [10] and Wellisch [14].
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Ottaviano and Thisse [13] for a �rst exploration of this dimension of competition between

communities). The interplay between the public decision of locating a public facility in a

given territory and the private decisions of locating private production factors deserves to

be investigated in a political economy perspective.

We leave these intriguing issues to future research.
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A Proof of Proposition 1

(i) De�ne z � (g; xl; yl) 2 Z. Given that S is compact and g is �nite, Z is a non-empty

subset of the Euclidean space E3: Therefore, W is continuous on Z and according to

Weierstrass theorem, there exists a maximum which is either interior or on the boundary

of Z.
(ii) The case of a Nimby facility.

To prove the possibility of non-uniqueness, consider the following example. Assume

� = 1 and consider a 5� neighborhood structure P formed of the following points:
(0; 0); (1; 0); (�1; 0); (0; 1); (0;�1): The KN (�) function is the logarithmic function. Given
the log function, (0; 0) cannot be a solution as the distance between the �rst point of

P and this location is nil and the location cost so generated is �1: Hence there is an-
other location of S, di¤erent from O which is an optimal solution. We denote this so-

lution by (x�l ; y
�
l ): But because of the perfect symmetry of P with respect to O; then

(�x�l ;�y�l ); (x�l ;�y�l ); (�x�l ; y�l ) are also optimal locations for the Nimby good. Hence for
this example, there exist multiple optimal locations.

To prove the second part of (ii), suppose that L� does not belong to the interior of eP
nor to the circumference of the circle. Let eL denote the orthogonal projection of L� oneP: Consider the point C� located on the circumference of S, and such that its orthogonal
projection on eP is the same point eL. Then, the point C� is more distant than L� for any
Pi, that is:

k C� � Pi k>k L� � Pi k; 8i

so that:

W (g�(L�); C�) > W (g�(L�); L�)
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(iii) The case of an anti-Nimby facility.

To prove uniqueness of the optimal location, let us �rst prove that 	(xl; yl;xi; yi) �
KA(di) is concave in (xl; yl): The Hessian associated with 	 is:

Hess(	) =

0@ K00(di)�(xl�xi)2
d2i

+ K0(di)�(yl�yi)2
d3i

�
K00(di)
d2i

� K0(di)
d3i

�
(xl � xi)(yl � yi)�

K00(di)
d2i

� K0(di)
d3i

�
(xl � xi)(yl � yi) K00(di)�(yl�yi)2

d2i
+ K0(di)�(xl�xi)2

d3i

1A
Its trace is then equal to:

tr = K 00(di) +
K 0(di)

di
which is negative given Assumption 2.

The determinant of the Hessian is given by:

det =
K 00(di)K 0(di)

d5i
[(xl � xi)2 + (yl � yi)2]2

which is positive given Assumption 2.

Hence, 	(xL; yL;xi; yi) � KA(di) is strictly concave in (xl; yl): Since the sum of concave

functions is concave, this concludes the proof.

Notice that, for the Nimby case, the sign of the trace is indeterminate and the deter-

minant is negative.

To prove the second part of (iii), suppose that L� does not belong to eP. Let eL denote
the orthogonal projection of L� on eP: Then, the point eL is nearer than L� to any Pi, that
is:

k L� � Pi k>k eL� Pi k; 8i
so that:

W (g�(L�); eL�) > W (g�(L�); L�)
(iv) Immediate from the �rst-order condition.

B Proof of Proposition 2

Given the assumption of uniqueness, the proof reduces to show that the vector (xl; yl) =

(0; 0) satis�es the �rst order conditions.

B.1 The O � symmetry case

First order conditions with respect to xl and yl can be written as:

��g�
nX
i=1

K 0(di)(xi � xl)
di

= 0 (8)
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��g�
nX
i=1

K 0(di)(yi � yl)
di

= 0

Let L� = O: First-order conditions are satis�ed since:

nX
i=1

K
0
(di)

di
xi =

n
2X
i=1

 
K

0
(di)

di

�
xi + xn

2
+i

�!
= 0 (9)

nX
i=1

K
0
(di)

di
yi =

n
2X
i=1

 
K

0
(di)

di

�
yi + yn

2
+i

�!
= 0: (10)

and by de�nition of this structure:

xi = �xn
2
+i;8i = 1; :::;

n

2
(11)

yi = �yn
2
+i;8i = 1; :::;

n

2
(12)

B.2 The n� regular case

Without loss of generality, suppose that the point P1 is (1; 0):

For any n� regular structure, n odd, we get that:

x1 = 1; xj+1 = xn�j ; j = 0; :::; n� 1

y1 = 0; yj+1 = �yn�j ; j = 0; :::; n� 1:

Hence:
nX
i=1

yi = 0: (13)

Given the symmetry of a regular structure, by permuting axes, it is therefore true that:

nX
i=1

xi = 0: (14)

Since di = 18i, �rst order conditions are satis�ed. This completes the proof.

C Proof of Proposition 3

(i) Given our assumptions, the maximization problem of the mayor given in (7) reduces

to:

max
g;xl;yl

�
X
i2L

v(g; xl; yl) +
X
i2L

v(g; xl; yl) (15)
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that is, the weight of non lobbies in the social welfare function is equal to � which is smaller

than the weight associated to lobbies, which is equal to one. Then the proof proceeds as

in the proof of Proposition 1 (i).

(ii) As we know from previous analysis, in the Nimby case, the v(�) functions may not
be concave in xl and yl so that the maximand in (15) may also not be concave in xl and

yl and the maximization problem may have multiple solutions. The second part of (ii)

can be proven exactly as in the proof of Proposition 1. For the third part of (ii), it is

immediate to see that if
Pn
i=1K

j (di) is concave xl and yl then also (15) is concave in xl
and yl; and the solution to the maximization problem of the mayor is unique.

(iii) Same as (iii) in the proof of Proposition 1.

(iv) If L = P, the maximization problem of the mayor in (15) becomes:

max
g;xl;yl

X
i2P

v(g; xl; yl;xi; yi)

which is exactly the same problem that is solved by the social planner.

(v) Let (g; L) and (g0; L0) denote two possible vectors of location of the public facility

and allocation of the public good and assume that di > d
0
i: Then, for agent i, v(g; L) > (<)

v(g0; L0) in the Nimby (anti-Nimby) case. By the de�nition of truthful contributions, agent

i must o¤er more (less) for L than for L0 if the good is Nimby (anti-Nimby).

D Proof to proposition 4

(i) Let P be O�symmetrical. (0; 0) is the unique solution of the planner�s problem. Now
suppose that L = fPj ; Pj + �g for j = 2; 4; :::; n: Then L and L are both O�symmetrical.
Hence bxl = 0 and byl = 0 satisfy the �rst order conditions for maximization of (15).

(ii) First, consider the case where � = 0: Then the �rst-order condition with respect to

g is identical to the one obtained by the social planner. Hence then bg = g�; for any value
of �: This is true both for Nimby and anti-Nimby facilities.

We know that when � = 1; bg = g�. Moreover, we can calculate dbg
d� : We get:

dbg
d�
= �

��bg��1 hPi2L
@K(di)
@di

�
@di
@bx @bx@� + @di

@by @by@�
�
+ bDL + �Pi2L

@K(di)
@di

�
@di
@bx @bx@� + @di

@by @by@�
�i
+H 0(bg)� 1

H 00(bg) + �(�� 1)bg��2� h� bDL + bDLi
(16)

where bDL � 1
L
P
i2LK(di) and bDL � 1

L
P
i2LK(di): As bxl and byl are chosen optimally,
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equation 16 reduces to:

dbg
d�
= �

��bg��1 bDL +H 0(bg)� 1
H 00(bg) + �(�� 1)bg��2� h� bDL + bDLi :

By the second order condition for a maximum, the denominator is negative. With regard

to the sign of the numerator, notice that the �rst order condition for an interior solution

for bg is:
�[��bg��1 bDL +H 0(bg)� 1] + ��bg��1 bDL +H 0(bg)� 1 = 0 (17)

(a) Consider �rst � > 0 and � < 0 (Nimby case). Notice that in equilibrium bDL must
be larger than bDL since lobbies have higher weight in the government�s objective function.
Thus, it must be:

[��bg��1 bDL +H 0(bg)� 1] < 0
otherwise equation (17) could not be satis�ed. If [��bg��1 bDL +H 0(bg) � 1] were positive,
than

h
��bg��1 bDL +H 0(bg)� 1i could not be negative since bDL > bDL: Thus, in this case,

dbg=d� < 0 and bg > g�:
(b) Consider now � < 0 and � < 0 (Nimby case). By the same line of reasoning as

before, it must be true that:

[��bg��1 bDL +H 0(bg)� 1] > 0
so that dbg=d� > 0 and bg < g�:

(c) In the anti-Nimby case (� > 0), the proof is exactly as in the Nimby case. Notice

that in this case bDL < bDL:
E Proof to proposition 5

(i) By de�nition of d�i , bdi, g� and bg, we have:X
i2L

vi(g
�; d�i ) +

X
i2L

vi(g
�; d�i ) >

X
i2L

vi(bg; bdi) +X
i2L

vi(bg; bdi)X
i2L

vi(g
�; d�i ) + �

X
i2L

vi(g
�; d�i ) <

X
i2L

vi(bg; bdi) + �X
i2L

vi(bg; bdi)
which can be rewritten as:X

i2L

h
vi(g

�; d�i )� vi(bg; bdi)i >
X
i2L

h
vi(bg; bdi)� vi(g�; d�i )iX

i2L

h
vi(g

�; d�i )� vi(bg; bdi)i < �
X
i2L

h
vi(bg; bdi)� vi(g�; d�i )i
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Clearly, these two inequalities can be satis�ed together if and only if:X
i2L

h
vi(g

�; d�i )� vi(bg; bdi)i < 0

X
i2L

h
vi(bg; bdi)� vi(g�; d�i )i < 0

(ii) Consider a 10-neighborhood O - symmetrical structure with P1 located at 0, P2 and

P3 between 0 and �=2 and P4 and P5 between �=2 and �: Suppose also that the distance

between P2 and P3 is arbitrarily small and that the facility is Nimby. If all neighborhoods

lobby, bL = O. Consider now a di¤erent structure where P2 does not lobby. Then bL moves
closer to P2 and inevitably to P3: Thus P3 will be worse o¤ than in the equilibrium with

complete lobbying. Similarly, in the case of an anti-Nimby facility, consider P2 as the only

lobbying neighborhood. Then bL moves closer to P2 and inevitably to P3: Thus P3 will be
better o¤ than in the equilibrium with complete lobbying.

22



CESifo Working Paper Series 
for full list see Twww.cesifo-group.org/wp T 
(address: Poschingerstr. 5, 81679 Munich, Germany, office@cesifo.de) 

___________________________________________________________________________ 
 
2184 Pierre Dubois, Bruno Jullien and Thierry Magnac, Formal and Informal Risk Sharing in 

LDCs: Theory and Empirical Evidence, January 2008 
 
2185 Roel M. W. J. Beetsma, Ward E. Romp and Siert J. Vos, Intergenerational Risk Sharing, 

Pensions and Endogenous Labor Supply in General Equilibrium, January 2008 
 
2186 Lans Bovenberg and Coen Teulings, Rhineland Exit?, January 2008 
 
2187 Wolfgang Leininger and Axel Ockenfels, The Penalty-Duel and Institutional Design: Is 

there a Neeskens-Effect?, January 2008 
 
2188 Sándor Csengődi and Dieter M. Urban, Foreign Takeovers and Wage Dispersion in 

Hungary, January 2008 
 
2189 Joerg Baten and Andreas Böhm, Trends of Children’s Height and Parental 

Unemployment: A Large-Scale Anthropometric Study on Eastern Germany, 1994 – 
2006, January 2008 

 
2190 Chris van Klaveren, Bernard van Praag and Henriette Maassen van den Brink, A Public 

Good Version of the Collective Household Model: An Empirical Approach with an 
Application to British Household Data, January 2008 

 
2191 Harry Garretsen and Jolanda Peeters, FDI and the Relevance of Spatial Linkages: Do 

third Country Effects Matter for Dutch FDI?, January 2008 
 
2192 Jan Bouckaert, Hans Degryse and Theon van Dijk, Price Discrimination Bans on 

Dominant Firms, January 2008 
 
2193 M. Hashem Pesaran, L. Vanessa Smith and Takashi Yamagata, Panel Unit Root Tests in 

the Presence of a Multifactor Error Structure, January 2008 
 
2194 Tomer Blumkin, Bradley J. Ruffle and Yosef Ganun, Are Income and Consumption 

Taxes ever really Equivalent? Evidence from a Real-Effort Experiment with Real 
Goods, January 2008 

 
2195 Mika Widgrén, The Impact of Council’s Internal Decision-Making Rules on the Future 

EU, January 2008 
 
2196 Antonis Adam, Margarita Katsimi and Thomas Moutos, Inequality and the Import 

Demand Function, January 2008 
 
2197 Helmut Seitz, Democratic Participation and the Size of Regions: An Empirical Study 

Using Data on German Counties, January 2008 
 
 



 
2198 Theresa Fahrenberger and Hans Gersbach, Minority Voting and Long-term Decisions, 

January 2008 
 
2199 Chiara Dalle Nogare and Roberto Ricciuti, Term Limits: Do they really Affect Fiscal 

Policy Choices?, January 2008 
 
2200 Andreas Bühn and Friedrich Schneider, MIMIC Models, Cointegration and Error 

Correction: An Application to the French Shadow Economy, January 2008 
 
2201 Seppo Kari, Hanna Karikallio and Jukka Pirttilä, Anticipating Tax Change: Evidence 

from the Finnish Corporate Income Tax Reform of 2005, January 2008 
 
2202 Walter Krämer and André Güttler, On Comparing the Accuracy of Default Predictions 

in the Rating Industry, January 2008 
 
2203 Syed M. Ahsan and Panagiotis Tsigaris, The Efficiency Loss of Capital Income 

Taxation under Imperfect Loss Offset Provisions, January 2008 
 
2204 P. Mohnen, F. C. Palm, S. Schim van der Loeff and A. Tiwari, Financial Constraints 

and other Obstacles: Are they a Threat to Innovation Activity?, January 2008 
 
2205 Sascha O. Becker and Mathias Hoffmann, Equity Fund Ownership and the Cross-

Regional Diversification of Household Risk, January 2008 
 
2206 Pedro R. D. Bom and Jenny E. Ligthart, How Productive is Public Capital? A Meta-

Analysis, January 2008 
 
2207 Martin Werding, Ageing and Productivity Growth: Are there Macro-level Cohort 

Effects of Human Capital?, January 2008 
 
2208 Frederick van der Ploeg and Steven Poelhekke, Globalization and the Rise of Mega-

Cities in the Developing World, February 2008 
 
2209 Sara Biancini, Regulating National Firms in a Common Market, February 2008 
 
2210 Jin Cao and Gerhard Illing, Liquidity Shortages and Monetary Policy, February 2008 
 
2211 Mathias Kifmann, The Design of Pension Pay Out Options when the Health Status 

during Retirement is Uncertain, February 2008 
 
2212 Laszlo Goerke, Tax Overpayments, Tax Evasion, and Book-Tax Differences, February 

2008 
 
2213 Jun-ichi Itaya and Heinrich W. Ursprung, Price and Death, February 2008 
 
2214 Valentina Bosetti, Carlo Carraro and Emanuele Massetti, Banking Permits: Economic 

Efficiency and Distributional Effects, February 2008 
 
2215 Assar Lindbeck, Mårten Palme and Mats Persson, Social Interaction and Sickness 

Absence, February 2008 



 
2216 Gary E. Bolton and Axel Ockenfels, The Limits of Trust in Economic Transactions - 

Investigations of Perfect Reputation Systems, February 2008 
 
2217 Hartmut Egger and Peter Egger, The Trade and Welfare Effects of Mergers in Space, 

February 2008 
 
2218 Dorothee Crayen and Joerg Baten, Global Trends in Numeracy 1820-1949 and its 

Implications for Long-Run Growth, February 2008 
 
2219 Stephane Dees, M. Hashem Pesaran, L. Vanessa Smith and Ron P. Smith, Identification 

of New Keynesian Phillips Curves from a Global Perspective, February 2008 
 
2220 Jerome L. Stein, A Tale of Two Debt Crises: A Stochastic Optimal Control Analysis, 

February 2008 
 
2221 Michael Melvin, Lukas Menkhoff and Maik Schmeling, Automating Exchange Rate 

Target Zones: Intervention via an Electronic Limit Order Book, February 2008 
 
2222 Raymond Riezman and Ping Wang, Preference Bias and Outsourcing to Market: A 

Steady-State Analysis, February 2008 
 
2223 Lars-Erik Borge and Jørn Rattsø, Young and Old Competing for Public Welfare 

Services, February 2008 
 
2224 Jose Apesteguia, Steffen Huck, Jörg Oechssler and Simon Weidenholzer, Imitation and 

the Evolution of Walrasian Behavior: Theoretically Fragile but Behaviorally Robust, 
February 2008 

 
2225 Walter Krämer, Long Memory with Markov-Switching GARCH, February 2008 
 
2226 António Afonso and Christophe Rault, What do we really Know about Fiscal 

Sustainability in the EU? A Panel Data Diagnostic, February 2008 
 
2227 Sergey M. Kadochnikov and Igor M. Drapkin, Market Structure, Technological Gap 

and Vertical Linkage Effects from Foreign Direct Investment, February 2008 
 
2228 Guglielmo Maria Caporale, Davide Ciferri and Alessandro Girardi, Fiscal Shocks and 

Real Exchange Rate Dynamics: Some Evidence for Latin America, February 2008 
 
2229 Scott Alan Carson, Geography and Insolation in 19th Century US African-American and 

White Statures, February 2008 
 
2230 Wolfgang Buchholz and Jan Schumacher, Discounting and Welfare Analysis Over 

Time: Choosing the η, February 2008 
 
2231 M. Hashem Pesaran, Christoph Schleicher and Paolo Zaffaroni, Model Averaging in 

Risk Management with an Application to Futures Markets, February 2008 
 
2232 Wilhelm Kohler, Offshoring: Why Do Stories Differ?, February 2008 
 



 
2233 Stefan Bach, Giacomo Corneo and Viktor Steiner, Effective Taxation of Top Incomes in 

Germany, 1992-2002, February 2008 
 
2234 Robert S. Chirinko, σ: The Long And Short Of It, February 2008 
 
2235 Volker Grossmann and Holger Strulik, Should Continued Family Firms Face Lower 

Taxes than other Estates?, February 2008 
 
2236 Guido Tabellini, The Scope of Cooperation: Values and Incentives, February 2008 
 
2237 Heinrich W. Ursprung and Christian Wiermann, Reputation, Price, and Death: An 

Empirical Analysis of Art Price Formation, March 2008 
 
2238 Hans Fehr and Christian Habermann, Private Retirement Savings in Germany: The 

Structure of Tax Incentives and Annuitization, March 2008 
 
2239 Joseph Francois and Ian Wooton, Market Structure and Market Access, March 2008 
 
2240 Hiroyuki Kasahara and Beverly Lapham, Productivity and the Decision to Import and 

Export: Theory and Evidence, March 2008 
 
2241 Gary E. Bolton and Axel Ockenfels, Does Laboratory Trading Mirror Behavior in Real 

World Markets? Fair Bargaining and Competitive Bidding on EBay, March 2008 
 
2242 Atsushi Oshima, B. Ravikumar and Raymond Riezman, Entrepreneurship, Organization 

Capital and the Evolution of the Firm, March 2008 
 
2243 Walter Krämer and Sebastian Schich, Large-Scale Disasters and the Insurance Industry, 

March 2008 
 
2244 Leif Danziger, Adjustment Costs, Inventories and Output, March 2008 
 
2245 Anne van Aaken, Lars P. Feld and Stefan Voigt, Power over Prosecutors Corrupts 

Politicians: Cross Country Evidence Using a New Indicator, March 2008 
 
2246 Hans-Christian Heinemeyer, Max-Stephan Schulze and Nikolaus Wolf, Endogenous 

Borders? The Effects of New Borders on Trade in Central Europe 1885-1933, March 
2008 

 
2247 Johannes Becker and Clemens Fuest, Tax Competition – Greenfield Investment versus 

Mergers and Acquisitions, March 2008 
 
2248 Giorgio Bellettini and Hubert Kempf, Why not in your Backyard? On the Location and 

Size of a Public Facility, March 2008 




