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Moving Forward

The new academic year marks another transition for The TSEconomist. Along 
with the change of the editor-in-chief, the magazine has welcomed a number of 
new faces to our wonderful team. This issue is our fifth publication overall and 
the first of the three planned for this academic year. We continue to grow in our 
commitment to be at the heart of student life at TSE. 

Last year the magazine has taken a big step towards becoming a major platform 
of communication: bringing together students, researchers and professors. Last 
year’s success is owed to the brilliant team that went above and beyond. I was 
fortunate enough to be a part of that team whose dynamism, spirit and diligence 
have made the magazine what it is now. It is also important to recognize the 
endless efforts of my predecessor, Hussein Bidawi, who has been the source of 
motivation and energy behind the progress. 

This year we strive for even more success in bringing value to TSE students. Our 
goal for this year goes beyond improving the quality of the content, it is also to 
engage our students and play a bigger role in our community. We’ve already 
made a step in this direction by organizing our first campus event, which came in 
form of a lecture. In line with our high ambitions in everything we do, the lecture 
featured a very special guest. Our long time supporter and the TSE Chairman, 
Jean Tirole generously offered his time to spend an afternoon with the students, 
for which we are all very grateful.  The lecture was an absolute success, filled 
beyond its maximum capacity and was followed by a reception in the courtyard. 

I would like to end this part of the note by expressing my excitement to work with 
our current staff members. Their enthusiasm and determination motivate me. In 
our short time together we have already made important steps in structuring our 
organization from within. I’m delighted to be surrounded with such an excellent 
group of people and I look forward with optimism on what we can achieve.  
Ildrim Valley
Current Chief Editor 2013/2014

At the time of the publication of this issue, The TSEconomist had already 
successfully organized its first lecture event, celebrating the first anniversary of 
our beloved student magazine. I had the chance to attend this lecture given by 
Jean Tirole, whom I would like to personally thank, and allow me to congratulate 
the new team and their new chief editor, Ildrim Valley, for a job very well done.

Another important happening that I would like to mention in this brief note is the 
official registration of the magazine as an association. This step might have little 
impact on the day to day running of the magazine, however, the importance of 
this move comes from the implicit commitment that we are making to the TSE 
community to continue this student initiative, improving on it and expanding it, 
like we have done so far.

On this note, I would like to single out the efforts of Justine Feliu, who took it 
upon herself to take care of all the administrative aspect of this transformation: a 
“chapeau bas” is indeed in order, in addition to a big thank you.

One point I would like to highlight is that the by-laws of the new association 
have been conceived in a way to retain the flexible nature of the TSEconomist 
membership: you can still join the magazine for a one time article/interview or to 
become an active board member, up to you!

Finally, I would like once again to extend a huge thank you to the team that have 
worked with me last year, and wish the best to the new team that was formed, 
I’m sure the following pages are a great witness of their dedication, creativity and 
hard work.
Hussein Bidawi
Chief Editor 2012/2013
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Introduction
Timothy Besley is School Professor of Economics and 
Political Science at the London School of Economics 
and Political Science (LSE). He is also a Visiting 
Professor at the Institute for International Economic 
Studies at Stockholm University. From September 
2006 to August 2009, he served as an external 
member of the Bank of England Monetary Policy 
Committee. He is also the Gluskin-Granovsky Fellow in 
the Institutions, Organizations and Growth Program of 
the Canadian Institute for Advanced Research (CIFAR). 
Professor Besley was educated at Oxford University 
where he became a prize fellow of All Souls College. 
He taught subsequently at Princeton before being 
appointed Professor in the economics department 
at the LSE in 1995. He is a Fellow of the Econometric 
Society, the British Academy, and the European 
Economic Association. He is also a foreign honorary 
member of the American Economic Association and 
of the American Academy of Arts and Sciences. In 
2010 he served as the President of the European 
Economic Association and is currently Vice-President 
of the International Economic Association. Professor 
Besley is a past co-editor of the American Economic 
Review, and a 2005 winner of the Yrjö Jahnsson 
Award of the European Economics Association which 
is granted every other year to an economist aged 
under 45 who has made a significant contribution to 
economics in Europe. Finally, he is a member of the 
Scientific Council at TSE. His research, which mostly 
has a policy focus, is predominantly in the areas of 
Development Economics, Public Economics and 
Political Economy.

Questions
1) You served as a member of the Bank of England 
Monetary Policy Committee during the onset of the 
sub-prime crisis and the consequent financial crisis 
that is known as “the great recession”. Could you 
describe us your feelings from that, we suppose, 
intense experience? Would you like to share with us 
an incident that describes how crucial that period 
was and how important the decisions were that you 
had to make under such time pressure?

It was a learning experience.  Academics are rewarded 
for having something important or original to 
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say.  Policy-makers are rewarded for getting it right, or at least, 
appearing to get it right.  And academics can take their time.  The 
immediacy of the crisis gave no time to learn, no time to properly 
understand what was going on.  It was necessary to act at all costs 
using first principles.  As far as monetary policy went, things were 
relatively straightforward once the crisis was in full flow.  At least, 
the direction of policy and the need to anticipate what would 
happen at the lower-bound for interest rates became the focus 
of concern.  But both sides of the crisis showed the limitations 
of monetary policy.  Tightening policy prior to the crisis would 
likely have had little impact on what happened subsequently.  
The build-up of debt and the risks taken on by banks had much 
stronger driving forces than low interest rates.  Equally, although 
it made sense to cut interest rates rapidly and to start the program 



À la une

5

now known as “quantitative easing”, this was never going 
to be a magic bullet.  I will never forget participating in the 
coordinated rate cut in October 2008.  The logistics were 
fascinating from the inside but also to see how events 
galvanized coordinated policy action was a real measure of 
the determined nature of the policy response.

2 )  H a v i n g  e x p e r i e n ce d  b o t h  s i d e s  o f  t h e  l i f e  o f  a 
distinguished economist, the life in academia and the life 
in policy making in prestigious institutions, could you tell 
us which of the two you prefer? What are the advantages 
and disadvantages of each position?

The easiest question you will ask.  I am delighted to be back 
fulltime as an academic.  And being away only reinforced 
the benefits of academic life.  Best of all is having the time to 
think and write.  And getting the constructive and collegial 
feedback on what you are doing from a range of interesting 
and intelligent people is a joy.  But, of course, your sphere of 
influence is limited.  I do like to have people read and even 
criticize my work.  But the immediate impact is less clear. 
The role I played was as a policy maker, not a policy advisor, 
and that gave me a chance to have a direct impact on policy.  
Being in a position like that that can be seductive.  But it is 
humbling too.  Academia allows you to try to plough a deep 
furrow and to focus on creating a long-term understanding 
of issues.

3) What do you think about the policies that have so far 
been applied for the recovery of European countries from 
the debt crisis? Could you comment on the austerity-
growth debate?

I have throughout taken the view that we need to worry 
about getting the public finances back on track while 
pursuing growth.  There are so many things that would make 
a difference to growth which can be pursued and would 
make a long-term difference.  That is why I established 
the LSE growth commission (with my colleague John 
VanReenen) and we have had some traction with some 
of the policy prescriptions that we put forward.  I was not 
(and am not) in favor of saying that austerity should be 
postponed to some ill-defined point down the line – there 
are many public programs where there is a need to take a 
long-hard look in cost-benefit terms and the political will 
to tackle this will be greatest when the mood music favors 
austerity.  And I strongly favor having a carefully spelled 
out and credible fiscal plan – with independent verification 
alongside a series of measures to support growth.  But the 
balance has to be sensitive to developments in the economy.  
The problem with the weaker economies in Europe is that 
they have effectively lost their economic sovereignty.  That 
is not only humiliating but it takes many of the important 
decisions out of the hands of your own elected politicians 
which undermines the democratic process.  So it is 
important to stay clearly in control of your own destiny.

4) Do you believe that the political regime of China has 
played a vital role in its high economic growth? To what 
extent is there a place for autocracy in the industrialization 
and economic growth of poor countries?

China faces many challenges and their leadership is aware 
of this. The growth and poverty reduction that have been 

achieved are truly remarkable in the sweep of history.  China 
is an autocracy but there are a number of accountability 
mechanisms in place through the decentralized structures 
and the way that the Communist party operates.  These 
explain their success in my view.  But at some point, it 
will have to embrace the fact that citizen demands for 
a more pluralistic political system are likely to become 
overwhelming.  Torsten Persson and I have been arguing 
that China should anticipate this by strengthening executive 
constraints, the rule of law and encouraging greater 
transparency.  These are directions of travel but the optimal 
timing will be very tricky.  And apart from general guidance, 
I don’t think that academic research will be much help in the 
finer-tuned aspects of this.

5) Your research has a focus on the conditions for a 
peaceful equilibrium within countries. How do you see the 
future progression of political and economic institutions 
in China given the rapid increase in living standards 
and education? Do you believe reform will be inevitable, 
particularly in the context of decreasing growth figures?

There is no unconditional answer – it will depend on how 
the kinds of reforms which I outlined above progress.  And 
there will be some luck involved – since there is vulnerability 
to a variety of potential shocks.  The slowdown in growth is 
inevitable but how far that will be the result of convergence 
in living standards or citizens deciding consciously to trade 
off higher incomes against other aspects of the quality of life 
is hard to know a priori.

6) Your research work suggests that in U.S., political 
competition is good for economic performance.  Does 
this result apply to other countries with different political 
systems? Can political competition give rise to corruption 
and rent seeking behavior of political parties that try to 
beat their competitors at any cost (bribes, lobbying, and 
use of their political power to help their supporters)?

I am a big believer in political pluralism for lots of reasons.  
Societies that promote free expression are more open/
creative and successful in many ways, and these are ways 
that are not easily captured solely by income levels or any 
single indicator.  But an effective plural and competitive 
system has a set of underlying constraints to establish a 
core set of common interests/values.  This is what Torsten 
Persson and I argue is promoted by cohesive institutions 
in the framework that we developed in our book Pillars of 
Prosperity.  And this is what prevents competitive systems 
descending into disruptive partisanship where one group 
or another behaves destructively towards the other when 
in office.  So you need the safe-guards against corruption/
rent-seeking separately as the basis for having effective 
competition.  A monopoly on political power is at best a 
second-best solution when constraints are weak – which 
might explain why China can work (for now).

7) It is clear that in policy debates the mass media play 
a crucial role in the determination of public opinion. Do 
you believe that during an economic crisis, when some 
immediate but harsh policy measures need to be taken (like 
Southern European austerity packages), media capture 
by the government (in favor of these measures) can lead 
to better political and economic outcomes? In what way 
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should the state guarantee the freedom and the objectivity 
of the mass media?

You can see an emerging theme.  Silencing the media 
can never be first best in my view.  Difficult economic 
circumstances call for efforts to create broad-based 
coalitions to make tough and reasoned decisions.  There 
is no need to silence the media when there is enough 
consensus in the system.  But I would also be pretty wary 
of silencing the media or allowing capture in a polarized 
society.  After all, it is not going to be a social planner 
making the decision!  I pretty much line up with Thomas 
Jefferson who said “If I had to choose between government 
without newspapers, and newspapers without government, 
I wouldn't hesitate to choose the latter." So I would place the 
burden of proof pretty high and try to get on with building 
the kind of political consensus on important dimensions of 
policy if it can be done.  And that should help to provide the 
basis for tough decisions.

8) In your paper with Torsten Persson, “Repression or 
Civil War?” you conclude with the following sentence: 
“The ultimate goal is to map political and economic 
circumstances into our wider understanding of the 
forces that shape economic and political development”. 
Particularly in the context of political violence, to what 
extent can this wider understanding move beyond a 
theoretical structure and feed through into the active 
policy sphere?

There are narrower and broader concerns here.  The narrow 
ones involve looking at the specific factors which shape 
the use of violence in a particular context.  Obviously there 
are tough debates about external intervention which we 
are seeing now in Syria.  And there are examples which 
have been as broadly successful in Kosovo and Sierra 
Leone.  But the wider issues involve thinking about how the 
institutional reforms can be put in place to create the kind 
of cohesiveness that is needed to build sustained peace.  A 
concrete policy lesson, in line with much else that I have 
argued above, is that constraints on executive power and 
the rule of law are a priority ahead of running elections.   
Of course, we are not so great at knowing how to do this 
whereas we have a framework for conducting elections 
and monitoring their conduct externally.  But just because 
we know how to do it, does not make it the first priority.  
So there is a practical research program on creating and 
sustaining checks and balances which would be a better 
focus.

9) When comparing development trajectories, economists 
tend to focus on economic factors like material and human 
resources, technology, economic institutions, etc. Is it a 
message from political economy that political institutions 
are at least as important as these other factors? If so, could 
you illustrate your response by an example?

There are many.  My reading of UK history would give a 
central place to series of judicious political reforms from 
Magna Carta onwards that created the conditions to sustain 
economic prosperity.  In line with my argument above, 
these constraints on executive power existed before open 
elections came onto the scene in the nineteenth century.  
Other examples include the trajectories of Eastern Europe 

before and after the fall of the Soviet Empire.  And surely 
even an arch skeptic would have to buy the argument when 
it comes to comparing the fates of South and North Korea.

10) Mechanism design has demonstrated its success in the 
realm of auctions and matching markets. Do you think 
that it can be applied with as much success in the design 
of political mechanisms (electoral rules, legislative bodies 
and so on)?

It is a powerful way of thinking.  But it too easily suggests 
that fine tuning is what matters.  Getting basic things right 
should be what matters and can have a first order effect.  
So I don’t think that whether we have differences in the 
details over the rules for legislative organization matters 
that much even though there is a fascinating set of debates 
to be had about such issues.  What matters is that we have 
legislators in the first place and that they have the power 
to act to promote good ideas and stop bad ideas when the 
need arises.  That is the real achievement of Parliamentary 
democracy.  Of course that is perfectly consistent with 
a mechanism-design perspective, it is just a bit less 
intellectually refined.  Maybe that was something I have 
become more confident about as a result on having spent 
time in the messier policy world.

11) Could you describe to us your role as a member of the 
Scientific Council of TSE? How do you see TSE developing 
over the coming years?

My role is simply to try to provide advice from an external 
input – maybe some of it based on things that we have done 
right (and wrong!) at the LSE.  I have much optimism.  The 
vision of Jean-Jacques Laffont remains an inspiration and the 
power of his legacy is plain to see.  You are fortunate indeed 
in having such dedicated people who lead by example and 
inspire.  TSE is already one of the leading centres in Europe 
and from one SE (LSE) to another (TSE), competition is a 
good thing – it will keep all of us on our toes!   

12) In your view, what are the next big questions to answer 
in the realm of Political Economy and Development? 

There are so many.  But one thing that we need to 
understand better is the framework of norms within which 
institutions and economies operate.  The recent experience 
of Egypt seems in part to be due to a failure to create a 
sufficiently strong ethic of common interests within which 
democratic institutions   operate.  This is not only down 
to formal rules – it requires that people accept and live 
by values of tolerance and decency.  Women were poorly 
treated less than 100 years ago, being denied the right 
to vote and economic opportunities.  The subsequent 
transformation in many parts of the world serves as a 
reminder that changes based on shifts in norms can be 
transformative.  So I am convinced that the interdependence 
of changing norms, institutions and behavior are the key 
to progress in economic development and in society more 
generally.  If we could understand that properly, it would 
definitely count as progress! 

Note: The TSEconomist would like to thank Jean-Paul 
Azam, Philippe De Donder, Michel Le Breton and Stephane 
Straub for their valuable comments and suggestions on the 
questions for this interview.
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The Keynes-Tinbergen1 Debate
on the Relevance of Estimating
Econometric Models for Policy Analysis

By Herman K. van Dijk
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Nobel Corner

Herman K. van Dijk is affiliated with 
the Faculty of Economics and Business 
Administration, VU University Amsterdam, 
as professor of econometrics, and also as 
professor emeritus with the Econometric 
Institute, Erasmus University Rotterdam. He 
has been director of the Tinbergen Institute, 
Director of the Econometric Institute, and 
professor of Econometrics with a Personal 
Chair at Erasmus University Rotterdam. 
He has also been a visiting Fellow and a 
visiting professor at Cambridge University, 
the Catholic University of Louvain, Harvard 
University, Duke University, Cornell 
University, and the University of New South 
Wales. He is Fellow of the International 
Society of Bayesian Analysis, Senior Fellow 
at the Rimini Center for Economic Analysis, 
and Honorary Fellow of the Tinbergen 
Institute. He received the Savage Prize for his 
PhD dissertation and is listed in the Journal 
Econometric Theory in the Econometricians 
Hall of Fame amongst the top ten European 
econometricians. His research interests cover 
a range of topics in econometrics with a 
common theme: Simulation-based Bayesian 
Econometric Techniques for Inference, 
Forecasting and Decision analysis. For 
more information about the author and his 
research activities you can visit his website: 
http://people.few.eur.nl/hkvandijk/

1 Jan Tinbergen (1903-1994) was awarded the first Nobel Prize in Economics in 1969 together with Ragnar Frisch: “for having developed and applied dynamic 
models for the analysis of economic processes”.



•	 Tinbergen’s	 motivation	 and	 basic	 approach	 to	
econometrics

The desire to combat the socio-economic consequences of the 
Great Depression of the 1930s was Tinbergen’s motivation for 
using econometric modeling. His approach towards studying 
periodic economic upswings and downswings contrasted 
with previous approaches to business cycle research. After 
a 19th-century undertaking by Juglar (1862) ascribing the 
recurrent business crises in Europe and North America to 
credit crises, and Jevons’s (1884) study pointing to agricultural 
production cycles connected with sunspot numbers, several 
research projects in the early 20th century were devoted to 
the construction of so-called business cycle barometers. The 
purpose was to measure economic fluctuations through 
a particular index (or set of indices) with the aim of giving 
warning signals for turning points that would lead to a 
depression. An example was the Harvard Index of Business 
Conditions, known as the Harvard Barometer, constructed by 
a team led by Persons (1919). Another well-known descriptive 
approach to the business cycle during this period was initiated 
by Mitchell (1913). Mitchell’s work was followed by that of Yule 
(1927) and Slutzky (1927), who suggested that the cumulative 
effect of random shocks could be the cause of cyclical 
patterns in economic variables. Frisch (1933) applied these 
ideas, introducing econometric models in which impulse 
propagation mechanisms led to business cycles.

However useful it could be as a starting point, Tinbergen 
criticized descriptive analysis as being too vague for use in 
policy preparation, and started a quantitatively oriented 
research program to explore the possible economic causes of 
the periodic upswings and downswings in economic activity. 
In an earlier theoretical study, Aftalion (1927) had argued that 
lags in an economic model could generate cyclical variation 
in economic activity. Following this argument, Tinbergen 
specified a first simple case using a system of difference 
equations to express lagged responses of supply to price 
changes in a market for a single good. He noted that the 
systematic fluctuations that could arise in such a system had 
been observed in an empirical study of the pork market by the 
German economist Hanau (1928), a phenomenon that became 
known as the ‘cobweb model’. Tinbergen subsequently 
generalized the specification of dynamic equations with 
lagged adjustment processes to macroeconomic settings, 
arguing that fluctuations in components of national product, 
such as investment and consumption expenditures, would lead 
to business cycle fluctuations in general economic activity. In 
1936 he published the first applied macroeconometric model 
for the Netherlands. It was a dynamic model consisting of 22 
equations in 31 variables. Employing what we now see as basic 
statistical techniques like correlation and regression analysis, 
it was to be used for the analysis of the particularly pressing 
unemployment problem. The specification of consumption 
and employment in this model anticipated elements of 
Keynes’s theory (1936). This modeling exercise resulted in a 
strong policy recommendation in favour of a devaluation of 
the Dutch guilder to tackle unemployment. But its importance 
for the economics profession was far more profound: for the 
first time, the economic-policy debate had been based on 
empirically tested, quantitative economic analysis and not 
on rather informally stated economic theory, the so-called 
verbal approach. Thus, according to Solow (2004, p. 159), 
Tinbergen’s work during this period ‘was a major force in the 
transformation of economics from a discursive discipline into 

a model-building discipline’.

•	 The	Keynes-Tinbergen	Debate

The formulation of certain relations in Tinbergen’s 1936 model 
showed some resemblance to Keynes’s theory. Nevertheless, 
in an article in the Economic Journal of 1939, Keynes was 
remarkably skeptical of Tinbergen’s work. Keynes labeled 
Tinbergen’s method of estimating the parameters of an 
econometric model and computing quantitative policy 
scenarios as ‘statistical alchemy’, arguing that this approach ‘… 
is a means of giving quantitative precision to what, in qualitative 
terms, we know already as the result of a complete theoretical 
analysis’ (Keynes, 1939, p. 560). Their widely diverging views 
on the relevance of quantitative economic analysis were also 
illustrated by Keynes’s reaction to Tinbergen’s estimate of the 
price elasticity of demand for exports. When, in 1919, Keynes 
had strongly criticized the excessive war indemnity payments 
enforced upon Germany after the First World War, his argument 
had depended critically on the value of this elasticity. Tinbergen 
empirically found this value to be minus 2, precisely the value 
that Keynes had assumed a priori in his study. When informed 
about this Keynes replied: ‘How nice that you found the correct 
figure’. Keynes’ critical attitude towards macroeconometric 
modeling and analysis originated from his view that the 
underlying economic theory should be complete in the sense 
that it should include all relevant variables and set out in detail 
its causal and dynamic structure. Econometrics could be used 
only for measuring relations (‘curve fitting’ was the term used); 
it could not refute economic hypotheses or evaluate economic 
models. Tinbergen, on the other hand, argued that economic 
theories cannot be complete. Econometric research could be 
useful for scrutinizing elements of economic theories and for 
examining whether one theory describes reality better than 
another. Further, it could provide the numerical values of the 
coefficients in dynamic models that determine the cyclical and 
stability properties of the model, and, by applying a testing 
procedure of trial and error, it could yield suggestions for an 
improved specification of dynamic lags.

•	 The	debate	still	goes	on

In this controversy Tinbergen’s approach soon gained the 
upper hand as increasing numbers of economists, especially 
in the United States, noted its practical results in terms of 
model construction and verification, including forecasting 
and policy recommendation in particular for monetary policy. 
However, Keynes’s comments on the role of expectations and 
uncertainty in macro-econometrics and on specification and 
simultaneous equation biases remained relevant. Haavelmo 
(1943) advocated the use of probability theory in bridging the 
gap between theory and data in business cycle analysis. Later 
these issues would become the subject of intensive debate 
and research. The pioneering work by Thomas Sargent and 
Christopher Sims, Nobel Laureates in Economics in 2011, to 
construct models that both fit the data and can be used for 
forecasting and policy is a clear example of the continuing 
debate. Discussing their contributions is beyond the scope 
of the present note. I only mention that forecast and policy 
implications based on their modeling and inference techniques 
are studied and used by almost all econometricians at the US 
Federal Reserve System and at European Central Banks.

•	 Personal	note*

I met Jan Tinbergen late in his life when I was director of the 
Tinbergen Institute, www.tinbergen.nl , from 1992-1998 and 
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after his death from 2008-2010. A brief story of my personal 
experience with Tinbergen shows his interest in that empirical 
econometric work which may have enormous potential policy 
implications. In 1994, just a few months before he died, he 
read my paper on the bimodal distribution of the World’s 
Income and the very low estimates of the catch-up probability 
of poor countries with the rich ones, see Paap and Van Dijk 
(EER, 1998). He saw it as a testimony to his efforts to make 
development programming of poor countries an important 
area of theoretical and practical research and he invited me 
(with my wife) to discuss in more detail my paper on a Saturday 
afternoon in the Spring of 1994. Regrettably he passed away 
on the Monday before our meeting, but it shows how actively 

involved he was in following empirical econometric research 
that has substantial policy implications until the very last days 
of his life. 
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A Brief Look at a Two-Sided Matching 
Mechanism: M2 Allocations at TSE 

By Adam Theisingi

On a university campus where productive research is the 
norm and students’ academic and professional pursuits 

are diverse and highly competitive, some degree of interaction 
between the research world and student life seems inevitable. 
While this manifests itself in a number of ways, one such 
instance was particularly noticeable to students who passed 
from the first to the second year of the master’s degree over 
the summer.

An opportunity for an experiment presented itself as students 
applied to their M2 track of choice and the directors of these 
degrees sought to piece together a program consisting of 
the strongest candidates possible. Historically, students who 
successfully passed the M1 year have been guaranteed a place 
in one of the seven M2 tracks; in most years, students ranked 
their top two options, and the M2 directors, working from 
these rankings and the capacity and prerequisite constraints 
for each program, negotiated and bargained until every 
student had a place in a program.

As became evident to all parties involved, this allocation 
procedure induced a large amount of strategic and provincial 
behavior on the part of students and M2 directors.1 At the 
urging of the administration and with the aid of some external 
funding, two TSE researchers, Yinghua He and Thierry Magnac, 
assisted by Christophe Lévêque and Adrian Torchiana, set 
out to design an experiment and examine the results of a 
number of allocation mechanisms, in turn, implementing the 
one which elicited a stable matching and the highest overall 
welfare amongst students and M2 directors.

The literature covering the fields of mechanism design and 
school choice is rich and varied.2 The high profile nature of 
matching programs like the National Resident Matching 
Program (NRMP) and the New York City High School Match 
(NYCHSM) program, and the awarding of the Nobel Prize to 
Roth and Shapley in 2012 has firmly placed mechanism and 
market design into the public conscious as something that 
economists regularly get right. Ultimately, if the NRMP can 
fill 96.4% of 29,000 residency openings from a pool of over 
34,000 applicants, and the NYCHSM can match over 90,000 
students to more than 700 high school programs with 83-
85% of students ending up in one of their top 5 choices, 
mechanism design is alive and well.3 For TSE, with only 150 
students, 7 programs and a handful of prerequisite constraints 
for admission to certain programs, theory could be expected 
to have no problems transitioning into practice.

The TSE experiment collected student preference rankings 
under four mechanism schemes: the student-proposing 
Deferred-Acceptance (DA) Mechanism (where students rank-
ordered the seven M2 programs), the Boston Mechanism 
(again, with students ordering all programs), the DA 
mechanism with students applying to only their top four 
programs (thus, potentially reducing review costs), and the 
DA mechanism with students applying to their top three 
programs, with the opportunity to apply for further programs 
at the cost of writing a letter of motivation for each additional 
program (again, potentially reducing review costs).4 Students 
were told that one mechanism would be chosen randomly, 
and that the results from this mechanism would be used in 
the allocation. Initially, this multistep procedure was met 
with criticism by a large number of students and some M2 
directors. Some found the procedure needlessly complex and 
confusing, while others thought experimentation was being 
performed at the expense of student welfare. However, it 
seemed that as people became more comfortable with the 
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theory driving the experiment, they saw the present and 
future value in improving the mechanism.

The DA mechanism is known as a strategy-proof mechanism, 
meaning that one side of the market (here, students) can 
optimize their welfare by honestly revealing their rankings.5 
On the other hand, the Boston mechanism has been 
shown to be manipulable, meaning it may reward strategic 
misrepresentation of preferences.6 Similarly, due to choice 
restrictions placed on students by the DA mechanisms with 
constraints and motivation letter costs, the mechanisms 
may provide incentives for students to rank-order program 
preferences strategically. Thus, it would be expected that 
sophisticated students provide different rankings for different 
mechanism procedures if there are strategic advantages to 
doing so.  Ideally, if the correct mechanism is chosen, a stable 
matching - one with no potential Pareto improvements (on 
the student side, but also on the program side) – is found, 
and students end up in a program that corresponds to their 
motivation and academic interests, thus improving academic 
performance and therefore boosting student welfare, net of 
costs induced by the mechanisms.

On the other side of the market, directors were encouraged 
to rank all 150 students. Due to review costs, however, it was 
deemed more practical to supply each director with a “focus 
group” of around 50 students that had a high likelihood of 
being assigned to their program. These sets of students were 
generated algorithmically from a preliminary test round of 
the mechanism based on grades, program constraints, and 
preliminary student preference reports. Thus, each director 
did not need to review and rank each of the 150 students 
participating in the allocation, but instead, benefitted from 
a reduced burden of review costs. In aggregate, review costs 
can be massively expensive in the sense of time lost- this 
development signifies a large welfare gain on the part of M2 
directors.

Once these two sets of preferences were constructed and 
submitted, an algorithm designed and executed by the 
research team was run, and results for each of the four 
mechanisms were obtained. The overall results of the 
experiment were in some ways expected, and in others, 
rather surprising. Based on the stability of the match, TSE 
Director Jean-Philippe Lesne’s preference for a non-strategic 
mechanism, and the criteria used to analyse student’s welfare 

ex-post7, the standard DA mechanism was deemed to be the 
best mechanism. Overall, 91% of students were placed in their 
1st choice program, 7% placed in their 2nd choice program, 
and the remaining 2% placed in their 3rd choice program. In 
comparing these results with the outcomes from the other 3 
mechanisms, marginally different percentages were obtained 
in terms of allocation to each person’s 1st, 2nd and 3rd choice 
programs, but in no mechanism did a student find himself 
allocated to their 4th choice program. 

Perhaps more surprisingly, the results showed a greater 
than 90% correlation between students’ preference rankings 
under the different mechanisms.  Most students did not 
utilize strategic behavior when ranking under the Boston 
and constrained DA mechanisms. With the knowledge that 
all participants were fairly sophisticated8, and well aware of 
the rules of the mechanism and the potential advantages of 
ranking strategically under manipulable mechanisms, the 
reason for this high level of correlation is not superficially 
evident.  Perhaps the time and effort cost of calculating the 
optimal strategy for each mechanism was deemed too high 
for students. Perhaps in some cases, the strict ordinal student 
preferences captured by the ranking did not adequately 
measure the intensity of students’ preferences.9 Perhaps the 
fierce competition for a couple of programs and nearly open-
ended admission to others meant that students were willing 
to take a risk and state true preferences under the Boston 
mechanism.10 In any case, strategic play was quite rare, and 
ultimately, with the utilization of the DA mechanism, proved 
irrelevant.

Looking forward, with the positive feedback about allocation 
results that the administration has received this year from 
students and faculty alike, students should expect a similar 
DA mechanism to be used for allocation next year. Citing the 
proposed changes to M2 doctoral track admission for next 
year, Mr. Lesne tentatively believes that a two-step procedure 
will be used either on the student side or the program side, 
whose aim would be to allocate first students applying to the 
doctoral M2 (ecomath), then use a DA mechanism to allocate 
the remaining students to the six professional M2 programs. 
M1 students should anticipate a meeting to discuss the 
allocation procedures towards the beginning of the spring 
term.               Note: Thanks to Yinghua He and JP Lesne for 
their time and advice in writing this piece.

1 Consider, for example, a weak student who is most interested in gaining acceptance to the EMO master, one of the more competitive programs. Being re-
quired to submit only 2 preferences, by listing ECOMATH- the most competitive M2 track- as his top choice (for which he will surely be rejected on the basis 
of grades), and listing EMO as his 2nd choice, he has thus put the M2 directors in an awkward position, where if the student is not admitted to the EMO, the 
remaining directors have little further information as to the student’s academic preferences. Thus the EMO director can admit him (despite his weaker grades) 
or the student can be randomly (or grudgingly, following bargaining/negotiating amongst directors) allocated to one of the 5 remaining programs, both of 
which are suboptimal, inefficient results.
2 For a short overview of mechanism design, see the excellent Nobel Corner summaries written by Yinghua He, Michel Le Breton and Jerome Renault in the 
third issue of the TSEconomist. For a more detailed review, see Pathak, 2011: http://economics.mit.edu/files/6390
3 For this year’s report on the NRMP, see: http://www.nrmp.org/2013-results-and-data-book-press-release/.
For more information on the NYCHSM program, see: http://schools.nyc.gov/NR/rdonlyres/58C1D35F-33DB-44AA-9C2A-896E000BD404/0/2013CitywideFair
OverviewSession_Posted.pdf
4 Relevant descriptions of the mechanisms’ timings and processes can be found in the chapter titled “School Choice”, written by Abdulkadiroglu in the recently 
published (2013) Handbook of Market Design.
5 Roth, 1982, MoOR.
6 Abdulkadiroglu and Sonmez, 2003, AER.
7 In this case, the two main criteria used seem to have been a minimisation of students allocated to their 3rd and 4th best preferences and a maximisation of 
students allocated to their 1st best preference (assuming preferences under the truth-inducing DA mechanism).
8 Given their status as graduate students in economics and probable exposure to some degree of mechanism design.
9 For example, consider the student who would only stay for the M2 at TSE if they were admitted to a particular program. Otherwise, they are essentially 
indifferent between the other six programs. In this case, ordinal measures do not capture the intensity (or indifference) of this student’s preferences. Perfect 
correlation of his preferences across the 4 mechanisms makes perfect sense. See Erdil and Ergin (2008, AER) for related issues.
10 Here, imagine a student whose top 3 preferences are respectively, EMO (highly competitive), PPD (less competitive) and ECOMATH (highly competitive). 
Under the Boston mechanism, a student might fear listing these true preferences if he believes he will be rejected by the EMO in the 1st round, that there 
is a chance he will miss out on a place in the PPD in the 2nd round, and that he will certainly have missed out on an ECOMATH place in the 3rd round, thus 
meaning he will be allocated to his 4th round choice. At TSE, however, this seems a scenario of low probability due to course sizes and prerequisite thresholds 
for less competitive programs, and thus, the student will probably simply play their truthful strategy. 



Who doesn’t like to play games? And in economics 
we learn about so many of them. So let’s play them 

and see what is happening. The simple idea of testing the 
predictions of economic models has led to the development 
of experimental economics - an ever-growing discipline 
that started in the 1950s and 1960s with double auction 
experiments (by Vernon Smith), oligopoly games (by 
Reinhard Selten) and individual choice tasks.  Since then, 
the experimental methodology has found its place in 
mainstream economics and many scientific articles combine 
experimental methods with other types of data collection 
and theory.

In Toulouse, you can find a group of researchers working on 
experimental economics and the related field of behavioral 
economics. The BEE (behavioral and experimental economics) 
group is composed of TSE researchers who work in many 
different fields: development economics, political science, 
individual choice given risk and uncertainty, environmental 
economics, finance and more. Indeed experiments can be 
useful to investigate questions related to almost any field of 
economics. This is also reflected by the variety of methods 
you might encounter when looking at experiments. 

A large part of the work done in experimental economics 
consists of so-called ‘laboratory experiments’. The idea 
is to bring participants into a very controlled laboratory 
environment where their behavior in a given situation 
is observed. The situations are usually very abstract and 
anonymous, and participants are typically paid earnings 
that are based on their own behavior and the behavior of 
other participants in the study. Laboratory experiments are 
very often conducted in computer rooms, as you can find 
next to the cafeteria in the basement of the E building of the 
Manufacture des Tabacs. Sometimes, such studies are also 
paper based, with participants filling their answers in specific 
questionnaire forms. Experiments in economics therefore do 
not need very special equipment and mainly require a good 
idea and clear research question. Other types of experiments 
are done in the ‘field’. Field experiments are usually situations 
in which participants are not even aware that they are in 
an experiment, but where their behavior can be observed. 
For example, in studies on charitable contributions, the text 
or picture on a poster can be varied to observe how this 
influences a person’s donation. Other studies are so-called 
‘lab in the field’ experiments, in the sense that very specific 
participants are recruited. These can be employees or workers 
in a specific field, old or young people or participants with a 
specific cultural background. Over the last years researchers 
from TSE have been involved in a number of such ‘lab in the 
field’ experiments. One involved coffee farmers in Costa 
Rica, aiming to observe how their economic experience in 
cooperatives influences their behavior in abstract laboratory 

games. Another experiment worked with inhabitants of Haiti 
to investigate the relationship between their religious culture 
and economic decisions requiring trust in strangers. As you 
can easily imagine, such studies are very labor intensive and 
require a lot of people to prepare, conduct and analyze the 
results.

Doing research in experimental economics is a very social 
task. It cannot be done while sitting behind a desk and 
requires a lot of different skills so it’s never boring. As with 
any good research, a project usually starts with a research 
question. For example: how can we motivate people to reduce 
their CO2 consumption? This is a very general question and 
it can be approached from many different directions. If you 
want to investigate this question with an experiment, you 
have to first analyze what kind of strategic situation you 
are interested in. For example CO2 consumption can be 
modeled as a public good game. Public good games have 
been very extensively studied in the field of experimental 
economics and the following step would therefore involve 
a review of this literature to see which factors are known to 
influence behavior in such kinds of situations. From this we 
might learn that comparison with others seems to matter, 
e.g. if you learn that others consume much less (or much 
more) than yourself, most participants will adjust their own 
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The BEE Group
   Behavioral and Experimental Economics

          By Astrid Hopfensitz



behavior. Based on this, we can now develop our more 
precise research question, which could be for example: 
what happens if you change the people about whom you 
know this information? Does it change if you know that 
your friends consume less or if you know that a group of 
complete strangers consumes less? 

This leads us to what is called ‘treatments’ in experiments. 
Experiments usually do not give us some quantitative 
information (e.g. 40% of the population do x) but rather 
qualitative information (e.g. if we change the situation 
from x to y, more people do z). An experiment therefore 
usually consists of a ‘control’ treatment and one or more 
treatments where we change variables that interest us. 
For an experiment, it is very important that between 
treatments only the variable of interest is varied. If for 
example you want to compare two groups and at the 
same time group x got more information about what 
others do and group x had much older participants, 
we won’t know in the end whether age or information 
were influencing our results. Once we have the different 
treatments we have what is called an experimental design 
and we can start doing experiments. Before getting real 
data usually ‘pilot’ studies are run. These are pre-tests to 
see if the instructions are clear, if the values make sense, if 
the computer software is running without problems, etc. If 
you have ever participated in an experiment yourself, you 
might have also noticed that most experiments follow a 
‘script’ that clearly defines the order of things, who does 
what, and what is said and done during the experimental 
session. All this is to ensure that the data is collected with 
as little ‘noise’ as possible. 

Part of the objective of the BEE group is to make this 
long and important process feasible. Nothing is worse 
in experimental science than spending a lot of time 
and energy on the collection of data, to realize in the 
end that you made a mistake or forgot to collect some 
crucial information that makes the data useless. And even 
experienced experimentalists regularly ask for feedback 
on their design to avoid such errors. The BEE group also 
regularly hosts workshops and has had a number of 
joint meetings by students and faculty from Lyon and 
Toulouse, where presentations of ongoing work aims to 
get exactly this kind of feedback. In relation with the IAST, 
a number of experimentalists working in other fields than 
economics have also joined us. For example experimental 
work in political science investigates how voters react 
to different ways of presentation by the candidates 
and how different election methods influence their 
behavior. Experimental work in anthropology is aiming 
to understand how different cultures react to the same 
institutional constraints or to investigate how evolution 
might have led to the behaviors we observe today.

If you are interested in learning more about experimental 
economics there are currently two courses offered at TSE 
that might interest you: one at the M1 level on ‘Behavioral 
Economics’ in the fall semester and one for DEEQA students 
in the spring semester called ‘Advanced Behavioral and 
Experimental Economics’.  
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To live is to take risks: Danger is all 
around us and the most we can do is 

to slightly reduce our exposure. Certain 
actions such as buckling your seat belt 
when driving or drinking only bottled 
water do in fact reduce the risk of 
incurring mortal injuries or contracting 
painful diseases; however, even such 
simple measures are not costless. Is a 
morning coffee worth the risk of hot 
water burns or the risk of spills on the 
laptop? Every moment of every day, 
we are making decisions that trade 
risks against some benefit we incur by 
accepting them. In my thesis, I attempt 
to deepen our understanding about 
how people value certain risks, and 
shed light on how government policies 
might nudge individuals towards better 
choices. 

If we could and wanted to protect 
ourselves against identified risks, we 
would need to incur costs. Unfortunately, 
we have limited resources, thus, we 
need to find a system that allows us 
to minimize the expected impact that 
those risks may have at the lowest 
cost. Comparing diverse risk-reduction 
strategies requires a common metric. 
One popular approach is to use a 
monetary metric which facilitates the 
comparison between costs and benefits. 
Costs are usually expressed in monetary 
terms and are relatively easy to measure; 
generally they are computed using 
process-based calculations. Benefits 
are more problematic. In many cases, 
population-level risk reduction results 
in probabilistically saving the lives of 
unidentified individuals. How much 
is such a thing valued by society? 
The conventional metric for valuing a 
reduction in mortality risk in a monetary 
form is the Value of a Statistical Life (VSL). 
While the VSL is often misinterpreted, it 
does not purport to represent the value 
of an identified individual’s life. On the 
contrary, it is a measure of how much 
society is willing to pay to reduce a 
diffuse but possibly mortal risk. 

It would be valuable, from a policy 
perspective, to know exactly how much 

an individual is willing to pay to reduce 
a mortal risk to him or herself or to 
others; unfortunately, we hardly ever do. 
It is therefore necessary to try to extract 
this information from the decisions 
that people make. There are two main 
ways that this is done in practice: either 
through revealed or stated preferences. 
Neither approach is perfect, but both are 
powerful tools that allow researchers to 
estimate true preferences. On one hand, 
the main advantage of the revealed 
preference approach is that it is based on 
what consumers are actually choosing. 
Unfortunately, revealed preference 
measures face the critique that the effect 
that is being captured could possibly 
be confounded with other effects. 
Identification of the willingness to pay 
(WTP) to reduce risk is compromised. 
On the other hand, stated preferences 
overcome the issue of identification 
by controlling the decision-making 
environment but stated preferences 
are stated; we do not know whether 
the respondents would really behave as 
they have stated . Nevertheless, under 
the right circumstances, these tools 
can be valuable aids for evaluating or 
designing policies. 

VSL models assume that people make 
decisions based on their individual 
preferences. What about the risks 

that we take for others? Empirically, 
individuals tend to be willing to pay 
more for risk reductions relating to 
children. Evidence of this is can be 
found in the Food Quality Protection 
Act in the United States of 1996 which 
requires an additional tenfold margin of 
safety for children to ensure that they 
face no risks from pesticide residue in 
food (Dockins et al. s 2002). Why is this 
the case? First, while individuals tend 
to prefer risks that are voluntary (Slovik, 
1987), children are generally perceived 
as involuntary participants in risky 
activities. Second, there is ambiguity 
related to the lifetime health risks 
faced by children, particularly for new 
or modern threats. Theoretically, an 
increase in WTP for risk reduction could 
plausibly stem from ambiguity aversion 
(Alary et al. 2012). Finally, there is some 
evidence to suggest that age could 
affect WTP (Rowe et al. 1995). In general, 
we assume that parents have the right 
incentives to care for their children, and 
therefore accept parents’ valuations of 
their children’s health. Of course, this 
is under the assumption that parents 
always have the information they need 
to take the right action, but do they? 

In my first paper, I use a revealed 
preference approach to explore a 
particular risk-reducing action taken 

Timing is everything
By Daniel Herrera 

PhD Student
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by mothers. In 2000, the French 
government, following a worldwide 
trend, began a health advisory policy 
urging French residents to improve their 
eating habits.  The policy, which is still 
being implemented today, is commonly 
known as “Manger Bouger”. Embedded 
within this larger policy, a smaller, lesser 
known initiative (starting from 2005) 
targeted fetal neural tube diseases 
(NTDs). NTDs are potentially deadly 
conditions which occur when the neural 
tube is not fully covered by the spinal 
cord. While NTDs often lead to abortions, 
the condition is generally not terminal; 
the consequences for the child include 
paralysis or severe brain malformation. 
To reduce the risk of NTDs, mothers need 
to consume at least 400 micrograms 
of folic acid (also known as Vitamin B9) 
on a daily basis for two months before 
and two months after conception. This 
amount can be achieved either through 
naturally occurring folic acid or through 
supplementary pills.  

Unfortunately, the NTDs trend did not 
change after the policy. Over the past 
decade the yearly NTD prevalence was 
roughly 1 baby per 1000. Does this mean 
that the policy did not have any effect? 
Using a highly detailed household level 
purchase database, a quasi-experimental 
setting and state of the art demand 
estimation techniques on the ready-to-
eat breakfast cereal market, my research 
suggests that targeted women did in 
fact consume more folic acid after the 
policy was implemented. This increase 
was achieved through pill supplements. 
Regrettably, timing is everything. 
Supplemental folic acid taken outside 
the narrow time window will have 
no effect on fetal NTD risk. Although 
targeted individuals did consume more 
folic acid it may seem that they did not 
consume it at the appropriate moment. 
This is not surprising since it is very 
hard to correctly predict the timing of 
conception. 

Is there anything else that can be done? 
Fortifying staple foods is a common 
practice in France, it is an inexpensive 
and effective process. Nearly all the 
baguettes consumed are fortified with 
some vitamins. However, vitamin B9 is 
not among them. This omission is due to 
the plausible secondary effects that B9 
can have on individuals aged 50 years 
and over. There are epidemiological 

studies linking increased levels of 
folic acid to the proliferation of some 
types of cancer. Others studies find an 
association with decreased levels of 
cancer proliferation. 

The bottom line: there is an important 
level of uncertainty regarding the 
secondary effects of B9 in some 
segments of the population. To deal 
with this uncertainty, I construct a 
probabilistic model and evaluate the 
impact of a massive B9 fortification 
policy in France: an increase in folic acid 
intake of 400 micrograms or more by 
the entire population. After taking into 
account the effects on longevity, health 
and wealth for children and adults, I 
conclude that a fortification policy is 
advised.  

In the second chapter of my thesis, in 
joint work with James Hammitt, we 
conducted a French representative 
Internet based survey to assess the 
WTP to reduce risks of fatal disease. 
The survey was designed to identify 
how WTP varies with characteristics of 
the disease (cancer or other diseases, 
which organs are affected etc.), the 
latency between exposure and the 
manifestation of the symptoms (1, 
10 or 20 years), and whether the 
person at risk is the adult respondent, 
a child or another adult in the 
respondent’s household. We use a 
latent class estimation technique 
along with paradata - data on how 
the survey data was collected - to 
identify those respondents who 
have correctly answered the survey. 
What is considered as answering 
a survey correctly? What is usually 
done in the literature is to check 
if, at least, the respondents are 
paying attention to characteristics 
that are hard to grasp. One of those 
characteristics relates to scope 
sensitivity. It is conventional that a 
survey passes the scope sensitivity 
test if the amount willing to be 
paid is nearly proportional to the 
risk reduction. We find that the 
proportion of respondents that 
are paying attention to these hard 
characteristics varies between 20 
and 40 per cent. Time spent filling 
the survey influences heavily the 
quality of the answers: too little or too 
much time spent has a negative effect. 
Moreover, the implied VSL with and 

without our estimation procedure 
varies substantially: results range from 
6, 10 and 8 million euros per statistical 
life for respondents, child and other 
adults respectively, based on the 
standard technique to 2.2, 2.6 and 1.8 
millions euros with the latent class 
estimation.  Although these results are 
still preliminary, they suggest that the 
differences in VSL we initially observed 
are partly explained by respondents 
answering the survey incorrectly.

As compared with the US where the 
implementation of cost-benefit analyses 
to select the best projects is the norm, 
their use in France is still quite restricted. 
In part, this has limited the scope of WTP 
studies in France particularly regarding 
WTP for child risks. There are clear 
intentions from the French government 
to begin using cost-benefit analyses 
more frequently. This development 
highlights the need to investigate 
whether established policies are 
working, as well as to develop reliable 
French VSLs estimates for ex-ante (or ex-
post) project evaluations. 
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(issue #4) Mr. Tibolla’s name was 
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This is the story of a baby elephant, called India, who stayed 
in British mama elephant’s stomach until 1947. Baby was 

very independent and decided to start her life on her own. 
She was very proud in defining herself as a democracy, but 
soon enough she struggled with religious dilemmas, chronic 
lack of resources, widespread poverty and very low economic 
growth. She had made it as a demographic elephant, though: 
350 million inhabitants in 1950.

She realized later that her population size was actually 
holding her back in being a country-elephant. She tried acting 
on it by setting up socialist five-year plans for her life, but, as 
the outcome was disappointing, she was seen as a very bad 
example for other wannabe elephants out there.

With only three weeks’ worth of reserves to support exports, 
it appeared that Lord Krishna could no longer protect India’s 
economy during the Balance-of-Payment crisis of 1991. The 
saviour came in the form of Dr. Manmohan Singh, the then 
Finance Minister and the current Prime Minister. He unleashed 
the most drastic set of liberal reforms in India’s history. The 
economy revived, experiencing an average growth rate of 
7.3% over the 2000-2010 decade. She became the huge, 
hungry elephant that we have come to know.

I met India this summer during my internship at her Central 
Bank, the Reserve Bank of India. She had a lot of ugly spots 
on her trunk, and I had to grow accustomed to it in order to 
focus on what she was telling me, but I liked her story a lot. 
Her ugly spots are plenty: 33% of her people live below the 
poverty line; women are still persecuted; children are among 
the most malnourished in the planet; corruption and lack of 
accountability are unfortunately common; income inequality 
has doubled in the last 20 years...

But one must see past an elephant’s thick skin to understand 
its challenges, of which we only have time to talk about 
economic development. India is fond of economic debate, 
and she has quite a list of issues to debate upon. This summer, 
that list was topped by her depreciating currency, the Rupee. 
From 48.6 rupees to the dollar in the first half of 2012 to an 
all-time low of 68.8 in August 2013, the currency has plunged 
more than 25% in the past year, and worries India constantly. 

A weaker rupee could help India’s exports at a time when her 
current account deficit (CAD) is worryingly high. The CAD 
had exploded from $8 billion to $90 billion, an increase of 
1125% between 2007 and 2013. This means India imported 
$90 billion more than she exported in 2013. I worked on this 
issue as a research intern: a preliminary study to calculate 
price and income elasticities of imports and exports. India 
is a colossal beast but lacks resources enough to sustain her 
march forward. Her dependency on foreign energy - 35% 
of total imports are oil and petroleum products - is very 
price inelastic. An interesting point, specific to her: India is 
the largest importer of gold in the world. Historically and 
culturally, Indians have used gold as a form of long-term 
savings and, more recently, to hedge against inflation. The 
government and the RBI are trying to put restrictions on gold 

purchases, with some relative success in August.

But the weaker rupee also shows, and will further induce, a 
declining belief among foreign investors in India’s growth 
story. Economic growth has been sluggish these last couple 
of years, at around 5% for the financial year 2013. Investors 
like Warren Buffet are fleeing her trembling flanks. Manmohan 
Singh - who recently turned 80 - and his government 
are constantly trying to reassure the markets that the 
“fundamentals” of India’s economy remain strong. India, 
the investors and I are not sure what that means. In the first 
quarter of 2013, the GDP growth was only 4.4%, and devoid 
of signs of potential improvement.

India told me it is the Fed’s fault: announcements of possible 
tapering of the ongoing quantitative easing policy that 
injects liquidity into financial markets made investors 
withdraw their investment out of growing elephants like 
India and Brazil. Dependent on the cheap liquidity offered by 
the Fed, emerging countries will now have trouble financing 
their growth. This, combined with steady recovery in Western 
economies, has led to a withdrawal of capital by the same 
people who once fueled the steady rise of India and her 
siblings.

The instatement of Raghuram Rajan as the new governor 
of the Reserve Bank of India has been seen as the second 
coming with regards to policy framework. The RBI has a 
myriad of objectives: act on inflation, economic stability, 
financial regulation... An elephant within an elephant, Rajan, 
a former chief economist at the IMF, has a PhD from MIT, and 
is well known for his 2005 paper, “Has Financial Development 
Made the World Riskier?” which warned against an impending 
liquidity bubble. I think India has a crush on her rockstar 
economist. But he faces her shrinking foreign reserves, 
a volatile currency, upcoming parliamentary elections, 
persistent inflation and a growing trust deficit. Following 
Brazil and Indonesia’s moves, he recently raised the interest 
rates in order to counter the falling rupee, possibly at the 
expense of the elephant’s already slow pace. 

When I left, I told India and Raghuram Rajan: chalo*! 
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Macroeconomic Issues of a 
Baby Elephant

By Fanny Mégret

* Come on! / Let’s go! 
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1 Available for download on the website https://www.gov.uk.
2 My supervisor and a research fellow at RAPID

Assessing the Evidence Base in 
the Social Sciences

By Maya Goldman

Over the summer, I spent ten weeks as an intern 
with the Overseas Development Institute (ODI) 

in London, working in their Research and Policy in 
Development (RAPID) department. The department, 
as the name suggests, examines the links between 
research and policy, asking such questions as how 
to promote uptake of research in policy, how to 
empower policymakers to request the research they 
need and how to better shape research in order to 
facilitate uptake. 

One of the fields to which RAPID has made a 
significant contribution is that of evidence-based 
policy. Recently the Department for International 
Development (DFID) published a How To Note: 
Assessing the Strength of Evidence1. In conjunction, 
the DFID has been pushing for policy briefs, which 
are visual and short, in the interest of communicating 
a more digestible message to policymakers. In 
theory, pushing for simplification is an obvious 
and positive step.  However, the How To Note has 
generated heated debate from researchers who are 
concerned that the rigour of their research, and the nuance 
of their message, are threatened. Amongst other concerns is 
an uneasiness that assessing studies with different designs 
that ask different questions and explore different contexts, 
and reducing the assessment into a score of high, medium or 
low strength, demands such oversimplification that the true 
meaning of the individual studies is often lost. Researchers 
are forced to expose themselves to possible criticism and 
conflict through making such judgements, of which the end 
result is more a caricature of the research. 

As a statistician, one is constantly attempting to find a balance 
between oversimplifying the picture and emphasising nuance 
to the point where no picture can be discerned. My immediate 
inclination, therefore, was to suggest that by gathering more 
systematic meta-data on the studies included in a systematic 
review, one would be able to create visual summaries of the 
information. The researcher could then carefully calibrate 
the amount of information retained. The result should be 
visually accessible for policymakers, whilst ensuring that an 
appropriate amount of information is retained. 

This became, to some degree, my research project for the 
summer. I worked on it in preparation for a workshop on an 
implementation framework for the How To Note, which will 
be chaired by Louise Shaxson2 of the ODI. The workshop is an 
attempt on the part of the DFID to consult with researchers. I 
gathered a sample of studies from a body of literature, which 
had been reviewed in the past by ODI staff, on land rights 
and their effects on rural households. I created a database of 
meta-data on those studies, and I experimented with certain 

techniques for visual summary. Along the way, I summarised 
the literature on conducting systematic reviews and recorded 
any thoughts that I had on the process, what I struggled with, 
and where I found possible solutions. I found the process 
rewarding. 

I showed that maps can be used to show the geographic 
clustering of studies and thereby identify potential bias, 
and that network models can reflect the interactions of 
the research papers by modelling cross-citations, thereby 
showing the influence that individual studies have on the 
body of literature. I also experimented with using multiple 
correspondence analysis (MCA) to reflect patterns in the 
results in order to pick up, for example, where research design 
unduly influences the outcomes of a study. This proved 
problematic. 

I ran the technique, and created the visuals, but I was not 
able to demonstrate that interesting patterns could be 
determined. I was convinced that quantitative, qualitative 
and mixed methods studies can be evaluated in the same 
database. And yet, as I would tailor my database to make 
sense for one or another study, it would stubbornly become 
inappropriate for capturing information about another. This 
leads me to the key point which I want to highlight in this 
article: where the group of studies is diverse, and the policy 
outcome to which the synthesis is to contribute is unknown, 
creating a global template for collecting meta-data using 
categorical variables becomes impossible. 

In order for a synthesis to be valuable, the conclusions of 
the papers need to be reflected – questions such as whether 
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What is your main research topic?

My main research topic is education economics, though I am interested in 
development economics, and labour economics more broadly. 

In what way has this visit helped you to advance your research project(s)?

My visit to Yale was helpful in a number of ways. I attended a labour economics class, 
a field not offered at TSE, which helped me get a better sense of how my research 
fits into that broader area of research as well as learning some new technical skills. 
Since Yale has active seminar groups in both labour and development, I was able to 
attend many interesting presentations by students and professors in those areas, 
as well as presenting my own research to a new audience. Meeting other students 
who are working on similar topics was particularly rewarding. 

The visit was additionally valuable to me, since I was able to access a restricted 
data base which I am using in one of my papers. This data set contains detailed 
education-path data for a representative sample of US college graduates, and 
cannot be accessed outside of the US. During my visit I was able to work with 

or not a relationship was recorded and, if a relationship 
was recorded, how strong and in what direction must be 
addressed. But how to create categories of outcomes when 
each paper asks a slightly different question, is searching for 
slightly different relationships, is evaluating more than one 
question, and while some were asking what the relationship 
was, others were asking why the relationship occurs? 

In a recent discussion with Keith Coleman, a public sector 
strategy consultant, it became clear to me that the problem 
arises when researchers are unclear about the purpose of the 
research - a situation that tends to occur because policymakers 
themselves are unsure about their logical framework. Before 
evidence is gathered on a certain topic, policymakers need to 
know what the outcome is that they wish to achieve, and how 
this research is going to influence the achievement of that 
outcome. Of course, this is easier said than done in a world of 

complex, emergent and chaotic policy issues3. If policymakers 
could frame the question clearly enough, however, then social 
scientists should be able to be more selective in their choice 
of studies, compare papers with diverse research designs, and 
yet evaluate them all according to the same criteria. The result 
would be a framework, which would, without distortion, 
facilitate assessment according to common categories and 
variables in a database.  

A strategic outlook on the part of the person commissioning 
the research is a necessary condition, if not sufficient, for 
a high quality output from a systematic review. There is 
scope for improving a researcher’s techniques for synthesis 
and communication, but without an understanding of the 
research user’s intent, a truly convincing and clear summary 
will never be achieved. 

3 For more on this see Shaxson, L. 2011. Why wicked issues need nore than Wikis. Seminar at the Centre for International Governance Innovation. 
Waterloo, Canada. 
4 Photo by Jeffrey James Pacres    http://www.flickr.com/photos/jjpacres/
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these data; while the project is still ongoing, it is much closer 
to yielding results than it was before I left.  

Did you like the academic environment there? Is it very 
different from that of TSE? What are the main differences?

In many ways, the environment at Yale is similar to that 
at TSE. I found that there were somewhat more demands 
placed on students, however: from regular presentations at 
seminars to high expectations for teaching quality in student-
run teaching sections. In addition, many students work as 
research assistants to senior faculty, which creates more 
research-based exchanges between students and professors. 
Inside the buildings, student and faculty offices are mixed 
up together, so you run into professors more frequently in 
the hall ways. It may sound silly, but somehow I found that 
motivating. 

One thing I especially liked was the “breakfasts” held by a few 
different research groups: these informal meetings were held 
once a week at 8:00 AM (breakfast and coffee was served), and 
provided a forum for discussing new ideas or small problems 

that students had come across in their own research. Not only 
was it a nice excuse to get to the office early, it also filled a gap 
between formal seminar presentations and solo problem-
solving.  

Overall, did you enjoy this experience? Would you 
recommend to other TSE students to visit another university 
for some months during their PhD studies? Do you want to 
add anything else about your experience?

My time at Yale was a very good experience for me, however it 
was not without cost. It takes quite a bit of time and energy to 
shift from one place to another – the leaving and the arriving, 
and then the leaving again are time consuming - and once I 
got there, integration to the department was not immediate. 
Even meeting other PhD students was not that easy. The 
change of pace can be refreshing, but it can also slow a 
person down. Six months is actually quite short for this type 
of visit; by the time I left I was only just starting to feel properly 
settled. That said, I would still recommend it to someone who 
was interested in trying something new. 

What is your main research topic?

My major area of research is in two 
fields of theoretical econometrics: the 
estimation of nonparametric regres-
sion models with endogenous regres-
sors (also known as nonparametric 
instrumental regressions); and the role 
of causality in modeling and estimat-
ing continuous time processes. My job 
market paper is more related to the for-
mer topic. In nonparametric instrumen-
tal regressions, and when the model is 
additively separable, the function is de-
fined by an inverse mapping that is not 
continuous and needs to be smoothed 
in order to obtain a solution that is well 
behaved. The amount of smoothness is 
generally controlled by a regularization 
parameter and its selection is crucial for 
obtaining meaningful results in small 
samples. I investigate the selection of 
this tuning parameter and propose a 
data driven procedure for this choice 
in nonparametric instrumental regres-
sions. The main empirical goal of this 
seemingly pure theoretical exercise 
is to provide a well functioning set of 
tools to applied researchers. Endoge-
neity and nonlinearities are pervasive 
in the study of economic decisions and 
interactions. I think it is necessary to 
move away from the simple linear re-
gression model and start to investigate 
phenomena using more general speci-
fications. 

In what way has this visit helped you 
to advance your research project(s)?

I believe that discussing your work with 
more experienced researchers and 

also with PhD students with a different 
background is crucial. My experience 
at Brown has helped me connect with 
the faculty at the department, but also 
with other visiting scholars and PhD. 
Furthermore, the econometric group 
at Brown is very small and you get to 
present your work very often. This is 
an incentive to work more and more 
efficiently, in order to have results ready 
for your presentation. Last but not least, 
it has allowed me to work closer to 
many top researchers in the field. 

Did you like the academic environment 
there? Is it very different from that of 
TSE? What are the main differences?

I really enjoyed the time I spent at 
Brown. I have been mostly connected 
with econometricians for obvious 
reasons, but everybody has been very 
friendly and kind to me. The academic 
environment is very dynamic. Beside 
the fact that there is a lot of interaction 

between faculty members and PhD, 
Providence enjoys a convenient 
position on the East Coast, so it is easier 
to invite people from Harvard, MIT, Yale 
and NYU, just to name a few. 

I have been stressing it very much in 
this interview, but I think the main 
difference with TSE is mainly about the 
connection between faculty members 
and PhD. Often in Toulouse I had the 
feeling of being too much on my own, 
as I could not discuss or present my 
work. However, I am happy to see that 
things are steadily changing and that 
the new faculty members in TSE are 
pushing for more interactions in the 
school. Otherwise, I really do not think 
there is much of a difference between 
the two departments. TSE enjoys a 
good reputation abroad, but I think 
they should really start to push their 
graduate students a bit more. 

Would you recommend to other TSE 
students to visit another university 
for some months during their PhD 
studies? Do you want to add anything 
else about your experience?

I would definitely recommend to 
other PhD students to visit another 
department for some months. The main 
reason for me to come here was to see 
with my eyes how research is done in 
the United States. My experience has 
been positive in all respects: it has 
expanded my views and my network; 
and it has also allowed me to stay 
one more year at Brown as a Post-Doc 
researcher. I do not think this would 
have been possible otherwise. 

Samuele Centorrino

Student: Samuele Centorrino 
Exchange University: Brown University
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ECARES for your ENTER visit
By Philip Verwimp & Roberto  Venturini 

Europe’s capital hosts one of the most lively and dynamic departments of 
Economics in Europe, and an important node of the ENTER network: the 

European Centre for Advanced Research in Economics and Statistics (ECARES). 

ECARES is located in the Solbosch Campus of the Université Libre de Bruxelles 
(ULB) which has been a historical institution in Belgium since its foundation in 
1834. ECARES operates within the recently established Solvay Brussels School 
of Economics and Management (2009), and works in collaboration with other 
departments whose research are focused on management, finance, applied 
economics and innovation.

As in every ENTER node, at ECARES and ULB you will benefit from a world-class 
research environment with a surplus of diversity and enthusiasm. ECARES’ birth 
itself is an example of such diversity, coming from a joint initiative of two very 
different institutions: the Institute for European Studies at ULB and the CEPR 
(Center for Economic Policy Research). Today, ECARES is a leader in many fields 
of Economics. In particular, focuses include evaluation of European integration 
policies, structuring of financial markets, theory and empirics of Macroeconomics, 
political economy, firms’ behavior and organization, financial econometrics and 
development economics. In addition, ECARES joined the Institute for Research in 
Statistics in 2006. This enabled ECARES to gain the research benefits of even greater 
support in areas such as statistical analysis of time series data, nonparametric and 
robust statistics and consumer demand analysis. Currently, the statistics team 
is deeply involved with the economics department thanks to weekly-dedicated 
seminars and a rich agenda of conferences made available to students. The agenda 
of seminars include two weekly seminars on Tuesday and Thursday, in Economics 
and Econometrics, respectively, and a Friday internal seminar where ECARES or 
ENTER students can expose their work.

Collaborations and research agreements are important ways in which we cultivate 
our diversity. This spans also across universities: ECARES and ULB have recently 
established very close ties with CORE, the Economics department at the Université 
Catholique de Louvain, and K.U. Leuven, both situated thirty minutes by train ride 
from Brussels. This partnership provides students with the opportunity to attend 
joint seminars (ECORE monthly seminars), doctoral workshops and the possibility 
to attend advanced courses offered within each department. On top of that, 
Brussels’ location makes ULB an extremely convenient departure base for future 
displacements, whether for seminars, conferences or simple tourism: London, 
Paris, and Amsterdam are located less than two hours away by train!

Finally, diversity at ULB means that one third of the students and researchers 
come from abroad, and the cosmopolitan nature of Brussels is reflected in the 
composition of the department. To have an idea, take a look at our website (www.
ecares.org).

In combination with all of the practical advantages that we have just described, 
academic life at ULB is characterized by enthusiasm. ECARES’ doctoral students 
(and many professors!) are a big family inside and outside the department. They 
are always open to talks and discussions to help each other, be it a mathematical 
query, an organizational suggestion to make the department more efficient, or a 
proposal to play soccer and go out for a few ambrosial Belgian beers…

Oh yes, Brussels: European and Belgian capital, temple of the chocolate, crossroad 
of Jazz artists and surrealistic vernissage… Curious now? We are waiting to 
welcome you! 

Philip Verwimp  
Enter coordinator at ULB

Roberto Venturini  
PhD candidate at ULB
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By  Sabine Gerdon 

On October 3rd 2013, Benoît Cœuré 
visited TSE to talk about Monetary 

Policy & Central Bank Liquidity in 
the new regulatory environment. He 
explained the interaction between 
liquidity and monetary policy and built 
his talk on recent academic literature. 
The major issues he wanted to discuss 
were the following: How does liquidity 
regulation impact monetary policy, 
not only in times of a crisis but also 
in normal times? And how can the 
negative impacts and incentives be 
mitigated? What is the role of the ECB 
and how it is likely to evolve? Is the 
new regulatory framework enough 
for the ECB to stay lender of last resort 
in crisis times and not to become 
lender of first resort? This is especially 
an important question to ask said 
Cœuré since in his opinion the ECB 
intervention is exceptional and should 
stay exceptional. 

Cœuré started his speech by explaining 
how the recent financial crisis is an 
example of how dangerous liquidity 
r isks are.  When banks face many 
liquidity outflows and rely too much on 
short-term funding from the market, 
this can lead to a “run on repo”  as was 
observed it in the US. This also had 

substantial impacts on the euro area. 
In these cases, the central bank had 
to act and had to expand its provision 
of liquidity to banks. The French ECB 
Executive Board Member added that 
we learned from the current crisis that 
regulation is needed.  For Regulation 
to be efficient, first market failures and 
negative externalities which regulation 
should address must be identified.

Furthermore, Cœuré stated the three 
objectives regulation should have 
in his opinion. It should reduce the 
uncertainty of the risk profile of banks. 
It also has to lead to banks having 
greater liquidity buffers so that they 
are not as vulnerable. Very important 
is also that the systemic risks are 
mitigated so that the contagions 
risks during times of crisis are small. 
Maturity transformation gives rise to 
liquidity risk since, by definition, a bank 
engaging in maturity transformation 
cannot  honor  sudden and large 
withdrawal requests by depositors. 
Liquidity requirements are internalized 
ex-ante measures that aim to reduce 
the impact of uncertainty on the 
bank risk profile and mitigate the risk 
of bank runs. Deposit insurance is 
an externalized ex-post instrument 

that ensures to the central bank and 
to the taxpayers that a bank can 
withstand big withdrawals. Cœuré 
also put emphasis on the role of 
liquidity buffers since banks commit 
to remove solvency risk from a part 
of their portfolio when maintaining 
liquidity buffers in advance. Last but 
not least it is crucial to pay attention 
to the systemic nature of banking 
and the social cost in this context. It is 
highly important to mitigate financial 
contagion risks through regulation. 
The ECB has a great interest in strict 
regulation since a lot of money is at 
stake.

During the talk Benoît Cœuré also 
spoke about the new rules for banks 
regarding Basel III and went into detail 
in explaining the two ratios in the 
proposal, the Liquidity Coverage Ratio 
(LCR) and the Net Stable Funding Ratio 
(NSFR). The LCR requires banks to hold 
a minimum level of unencumbered 
high-quality l iquid assets (HQLA) 
and should improve the short-term 
capacity of banks to withstand liquidity 
shocks. This is measured by stress 
scenarios of potentially 30 days. The 
NSFR should mitigate the long-term 
funding risk since it requires banks to 
fund illiquid assets with a minimum 
amount of stable liabilities over a 
horizon of one year. He points out that 
these ratios have several benefits but 
they also bear the risk of unintended 
consequences and an effect on the 
operations of central banks.

Therefore the economist answered 
in the following the question how 
liquidity regulations and monetary 
policy implementation will interact 
in normal t imes.  He expects this 
i n t e r a c t i o n  t o  b e  c o m p l e x  a n d 
thinks that liquidity regulation may 
require adjustments to central banks’ 
operational frameworks. This is due 
to the complex nature of the central 
bank collateral framework. The new 
regulation ratios and the Eurosystem’s 
monetary policy framework differ 
concerning the definition of assets 

First Business Talk with

Benoît Cœuré

Full lecture room
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which are eligible as collateral. There 
are many technical details, which have 
to be taken into account to understand 
the interaction between this liquidity 
regulation measures and their influence 
on central banks.

However, Cœuré believes that the 
new liquidity requirements will help 
to better monitor the risks on banks’ 
balance sheets and will thus limit the 
social cost of banking crisis. At the 
same time a proper functioning of 
the money market must be ensured 
to make things work. In this context, 
Cœuré expressed his wish that reforms 
concerning reference rates be put in 
place. 

To conclude Cœuré talked about his 
belief that central banks will continue 
to act as lenders of last resort but that 
an effective liquidity regulation that 
give constraints to banks will hopefully 
help the banking system in the next 
years. Thus central bank liquidity should 
be “expensive, bounded in time, and 
addresses only emergency situations”. 
He finds this especially important for 
the euro zone where “overreliance 
on central bank funding, including 
emergency liquidity assistance, can 
delay the necessary restructuring and 
changes in banks’ business models.” 

(The speech in detail can be found on 
the ECB homepage http://www.ecb.
europa.eu/press/key/date/2013/html/
sp131003.en.html)

INTERVIEW
By Philine Schuseil  

and Ildrim Valley 

1. You hold a BA in Japanese. How did your academic career unfold to lead 
you to become an economist? 

First, thank you for inviting me. Yes, it’s true that I have a BA in Japanese, but 
I also hold a degree in economics. Which makes sense for the job I’m now in. 
I did École Polytechnique, which is an engineering school in France and then 
economics. I then moved to INSEE (Institut National de la Statistique et des 
Études Économiques), which is a statistical institute in France. Then I moved 
to the treasury and that was my big jump from research to more policy 
issues. 

2. What does an average workday hold for you as a board member? What 
kind of economic theories/ models do you use if any? 

The workday is a lot of meetings depending on whether I am in Frankfurt or 
elsewhere in the world because this involves also a lot of travelling. Meeting 
with financial market participants, participating in conferences, this can be 
anywhere. When I am in Frankfurt it’s a lot of meetings with my colleagues 
from the ECB in the business areas I am more particularly in charge of, 
meaning market operations, payment systems, market infrastructures and 
research. This implies a lot of organization and trying to provide guidance to 
what they are doing.

Concerning your second question on the models we are using: we have a 
very nice, strong and respected research department in the ECB that has 
worked out quite a number of different models. They are particularly strong 
in DSGEs [Dynamic Stochastic General Equilibrium] and they have worked 
a lot to improve on DSGEs and to introduce financial frictions, make the 
DSGEs more useful, to understand the crisis, to devise policies to face a crisis. 
We also use more and more structural models. At the end, my conviction 
as a policy maker is that you need a variety of models. You cannot rely on 
one model only, you need analysis to be robust and diversity is part of 
robustness. So you need to invest in various types of models, it then tells 
you things on different features of the situation you are in. It’s useful to have 
diversity. 

3. Many of our students consider ECB as an ideal institution for their future 
careers. In general, what do you think is the profile of potential employees 

at ECB? 

First, let me confirm that ECB is a great 
place to work. Great variety of issues, 
s t r o n g  l i n k  b e t w e e n  a n a l y s i s  a n d 
policies, obviously. Lots of international 
connections, lots of connections with real 
world participants like financial market 
participants. So it’s a great place to be. 
In terms of profiles, we need a variety of 
profiles. Economists certainly, and this 
can be micro, macro, finance, IO, all kinds 
of profiles. But obviously we also need 
lawyers, specialists in financial markets 
for instance for these tasks we’ve been 
entrusted with.  In particular the ECB will 
soon be handed over banking supervision 
for a number of European banks and we 
will now start strong hiring effort to hire 
banking supervisors, which could be both 
economists and lawyers. From left to right: Philine Schuseil, Ildrim Valley and Benoît Cœuré
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4. What do you think about the TSE 
project as middle ground between 
Université and Grande Ecole? 

I myself come from a Grande École 
initially. Polytechnique is my Alma 
M a t e r,  I  h a v e  b e e n  t e a c h i n g  a t 
Polytechnique quite a lot and I am 
also teaching at Sciences Po who is 
maybe a competitor for TSE in some 
aspects. I think it is a great model to 
combine the assets of Universities and 
Grandes Écoles. What matters most for 
me is the international exposure, the 
international openness and everybody 
can see what the TSE has achieved, that 
is very important. 

5. You’ve already touched on the topic 
of economic modeling. Do you think 
macroeconomic models we use today 
are effective in predicting shocks and 
crises? In what way should we extend/
approach our economic modeling 
to make them more useful in their 
predicting capabilities? 

First, maybe this is an unexpected 
answer but I’m not so sure that models 
are there to predict, models are there 
to understand reality, models are there 
to put structure on empirical facts that 
you gather from reality and sometimes 

it doesn’t matter so much if you are not 
able to predict. Obviously you need to 
predict, you need to forecast. At the ECB 
we use a number of models to forecast 
but some models can be very helpful 
in simply understanding what is going 
on. More practically I would say that we 
need to improve on our macro models 
to build in financial frictions to learn the 
lessons from this crisis. That’s very much 
the work programme, generally when 
it comes to DSGE models for instance. 
We also need models that help us 
understand the complexity of life, in 
particular the complexities of financial 
markets and the interconnections that 
we see in financial markets, so models 
build on more granular data using 
individual data, and using data on the 
complex net of financial exposures 
between banks, between financial 
market infrastructures. That’s very 
important to understand contagion, to 
understand how shocks propagate in 
the system. I would also encourage that 
kind of research.

6. Do you believe that the Euro Area 
crisis  was primarily economic or 
political? What steps need to be taken 
to achieve a real political/ fiscal union 
in the Eurozone? How optimistic are 

you that it can be actualized?

As an economist I very much believe 
that people react to incentives. So it is 
not so much about the decisions that 
were taken, it is more about the kind 
of framework we had that led to bad 
decisions in some cases. And that is 
about how to improve on incentives, 
not only on incentives of private sector 
par ticipants l ike f inancial  market 
participants, but also incentives of 
politicians or incentives of elected 
representatives. We need to improve 
the governance. We need governance 
that instills more responsibility into 
macro policies to make sure that we 
have fewer imbalances that we had 
before the crisis. We need a framework 
that instills more responsibility on 
private sector participants, in particular 
within the banking system and that is 
what all the new banking regulations 
are about: that is about creating the 
right incentives and that is about 
ultimately having people take less risk. I 
think that is very important. 

Note: The TSEconomist would like 
to thank Mr.Cœuré for his time, his 
assistants and the school administration 
for facilitating the interview.

Alumni Testimony

1 .  W h a t  i s  yo u r  c u r r e n t  p o s i t i o n 
(describe your job)?

I'm a director for a financial advisory 
firm, Interselection Actuariat Adviser. 
I  help inst itut ional  investors  and 
treasurers in their asset allocation 
strategies, based on our macroeconomic 
approach of the financial markets. I have 
to find for them the financial products 
best adapted to their return objective. I 
also work with asset management firms 
on the creation of dedicated products.

2. What is your path from the master 
graduation to your current post and 
what are the key elements which help 
you to make these choices?

I graduated from the Master in Financial 
Markets and Intermediaries in 2008. 
(Matthieu has also completed the 
ESSEC Master in Finance and Asset 
Management)

Obviously, my lectures in financial 

theor y,  option pricing,  and game 
theory are very helpful in my job. 
The macroeconomic lectures are also 
very important as they helped me 
understand the markets. I also pay close 
attention to the TSE publications on the 
website, to further pursue my studies 
every day.

3. According to your professional 
experiences, what are the most useful 
skills that you received from your 
studies?

My ability to solve complex problems, 
mixing mathematical and economic 
approaches, is really appreciated by my 
clients.

4. What is the main advice you would 
like to give to TSE students or to the 
school?

To the students: you have to go further 
than demanded in the lectures. The 
professional world requires more and 

more of students, so you have to build 
your own program to succeed. Mr. 
Rochet, my M2 director, asked us to 
read “The Economist” magazine every 
month. That's a good start. But if you 
can read financials newspapers every 
day, that will be better. 

T o  t h e  s c h o o l :  p r o v i d e  t h e m 
n e w s p a p e r s ;  a n d  i m p r o v e  t h e i r 
professional skills. Help them to have 
resumes without mistakes, to be well 
suited for the interviews, to speak 
correctly and loudly in public. On this 
point, the school is very far behind 
French Business Schools. 

Matthieu Broquere

> Professional

Name: Matthieu Broquere



Name: Olivier Carrolaggi

1.  What is  your current p osition 
(describe your job)?

I run International sales and trading for 
the Ecobank Group, which is the bank 
with the largest geographical presence 
in Africa. The goal of our treasury 
operations in Paris is to identify the 
financial flows to and from Africa and 
trade them. The treasury is split into 
three businesses: trading, sales, and 
ALM. 

On the trading side, we focus on sub-
Saharan FX for the time being. We 
are expanding into FX derivatives: 
emerging market f ixed income is 
planned for Q2 2014, and commodity 
derivatives for 2015. 

On the sales side, our role is to identify 
and approach prospects and convert 
them into cl ients.  We cover both 
International and African institutional 
clients: official institutions, corporate 
organizations, financial institutions, 
asset managers, hedge funds, etc. 

Finally, the ALM [Asset and Liability 
Management] team is in charge of 
optimizing the funding cost of the bank 
and the use of capital, while controlling 
for all regulatory and internal ratios.

2. What is your path from the master 
graduation to your current post and 
what are the key elements which help 
you to make these choices?

I graduated in 1995 from the Magistère 
and DEA Marchés et Intermédiaires 
Financiers. I had the opportunity to join 
the Caisse de Depôts as an intern in 
the FX quant team. I was lucky enough 
to do my military service close to the 
office,  and my boss extended my 

internship during this period. Basically, 
I was working as an intern from 5pm 
to midnight. I then became a bond 
option trader for two years for CDC 
Marchés (now Natixis), before joining 
the Tokyo office for three years as an 
interest rate derivatives trader. 9/11 was 
decisive in my career: being an expat 
in the financial sector, chances were 
high that you ended up in the Towers 
in New York. I decided to give a more 
meaningful sense to my professional 
life and decided to join the treasury of 
the African Development Bank in Ivory 
Coast. A coup d'état pushed the Bank 
to relocate to Tunisia. I progressed in 
the institution and was last in charge 
of the Investment division in treasury, 
where we managed US $17 billion in 
liquid assets. After 9 years, I felt it was 
necessary to find new challenges, and 
I joined the Asset Management arm of 
BBVA in Madrid, where I was a portfolio 
manager in charge of FX and non-
euro fixed income. A year later, I was 
poached by Ecobank and given the 
objective to accelerate the set up of its 
international market platform.

I married Mireille, whom I met during 
the Magistère. She has been a key 
support during these changes and was 
forced to make difficult professional 
choices in order for us to move on. 

We have always been interested in 
explor ing new cultures  and new 
countries. We decided to leave and 
enjoy countries we would never have 
thought of. 

3. According to your professional 
experiences, what are the most useful 
skills that you received from your 
studies?

French studies are particularly strong 
in quantitative areas and this is well 
recognized internationally.

4. What is the main advice you would 
like to give to TSE students or to the 
school?

1) Hard work: the first years are critical 
in order for you to make a difference. 
You are competing versus very bright 
students from top engineering and 
business schools and hard work will 
make a difference.  After 14 years 
abroad,  I  see  a  huge disconnec t 
between the aspirations of juniors 
in France and abroad. We live in the 
comfort of high quality social safety 
nets (health, "assurance chomage", 
retirement etc) but the wake-up call will 
be tough. Hard work therefore makes it 
easy for you to differentiate yourself.

2) Dig deeper: always check what 
you are told is a given. This will allow 
you to unlock new opportunities and 
facilitates the "think out of the box" 
approach. In addition this helps to 
avoid looking stupid when the big boss 
tells "you should have checked".

3) Work on your strengths; avoid losing 
time on your weaknesses. Although 
you need to spend a minimum amount 
of time in filling the gaps, focus on your 
strengths to become a reference in that 
subject in your company. 
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Note: Special thanks to the president of the TSE Alumni Association, Audrey Berthomieu, for the link with the Alumni Network
TSE Alumni Website: http://alumni.tse-fr.eu/
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The usual split of the euro area into ailing peripheral countries and more or less healthy core 
countries is losing its validity; while peripherals have made progress, with the exception of Italy, 
the problems in some core countries are increasing and the economy there is about on a par with 
the periphery. One of the main reasons for these “moving problems” is the fact that ECB policy 
is geared at the weakest countries. Monetary policy is therefore too expansionary for the other 
countries and this is leading to exaggerations that will have to be corrected later.

Euro Area: The Problems Move North 
By Jörg Krämer and Ralph Solveen 

28

 

Over the past few months, there were increasing 
signs that the economy of the peripheral countries 

stabilised. Economic indicators for the core point upwards 
as well – they are, however, relatively subdued. As a result, 
the Economic Sentiment Indicator (ESI) calculated by the 
EU for the peripheral countries partially caught up to the 
ones for core countries. We see three main reasons for this.

•	 Problem	1:	Lower	competitiveness	in	the	euro	zone	

One reason is the shifts in price competitiveness. Although 
competitiveness has improved in all euro area countries 
in the past few years on account of the weaker euro, we 
have seen significant shifts between countries. With the 
exception of Italy, unit labor costs in the periphery have 
fallen since the outbreak of the crisis, enabling these 
countries to regain the price competitiveness they had 
previously lost in relation to the euro-zone average. 

The lapse of the core countries at the same time is not only 
a consequence of the trend in the periphery, which has 
lowered the average for the euro zone as a whole and thus 
the benchmark. In Germany, Finland, Austria, and – to some 
extent – Belgium, unit wage costs have risen stronger since 
the start of the crisis and annual growth rates in France 
and the Netherlands have stuck at a relatively high level of 
approximately 2%.

Consequently, while the weaker euro has prevented core 
countries – with the exception of Finland – from losing 
further shares of sales markets, they have had fewer 
tailwinds on the cost front than Ireland, Portugal, and Spain, 
who have been able to gain significant shares of markets 
on account of lower unit labor costs.

•	 Problem	2:	Corrections	on	housing	markets	

Furthermore, the property boom in France and Holland has 
come to an end and falling house prices and investment 
in residential construction are presently dampening the 
domestic economy. In Finland, the rise of house prices has 
slowed considerably already and property prices are also 
likely to fall, which will weigh on the economy.

•	 Problem	3:	High	levels	of	corporate	and	household	
debt

In particular in France and Finland, corporate and 
household debt rose sharply over the last ten years; in 
Finland it grew even above the peripheral’s average whilst 
in France, private debt has increased almost as fast as the 
periphery’s average. In Belgium and the Netherlands, too, 
the private sector is significantly higher indebted than at 
the beginning of the decade. The necessary reduction of 
debt will dampen the economic dynamic at least in France 
and Finland. 

•	 The	cause:	ECB	policy	focuses	on	weakest	euro	area	
countries	…

Lower competitiveness within the euro area and a 
correction of previous exaggerations on the real estate 
market and in private and corporate debt – the current 
problems in some core countries – are similar to those 
primarily held responsible for the weak economy in the 
periphery. The main reason for these problems is likely to 
be the same, namely ECB monetary policy. 

There are indications that the ECB is not really orientating 
itself towards the average of the euro zone but rather 
towards the weakest countries. For a long time this was 
Germany, but since the outbreak of the financial crisis, this 
became the European periphery.

Economic Insight

> Professional
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•	 …	and	thus	strengthens	cycles	in	the	other	countries	

For those countries experiencing problems – Germany at the start of 
the Monetary Union and now the peripheral countries – this approach 
clearly has advantages; monetary policy is essentially tailored to these 
countries’ needs1.  However, for the other countries, it can be disastrous, 
as monetary policy does not dampen the economy in the case of 
overheating but simply watches bubbles develop and therefore actually 
promotes them. 

The best examples of this in the past ten years are Ireland and Spain, 
for whom ECB policy was much too expansionary over a long period 
of time. The consequences were an exuberant economy, a bubble on 
the housing market and lower price competitiveness from which both 
countries are still suffering today. 

•	 The	caravans	move	on	…

In the meantime, some peripheral countries have made progress in 
correcting these exaggerations, especially in Ireland and Portugal, where 
the economy expanded again in the second quarter. This raises the hope 
that the three other peripheral countries will also join the recovery in 
the second half of the year. 

On the other hand, the long-term negative consequences of overly 
expansionary monetary policy are now having a visible impact in some 
core countries. Monetary policy has been much too expansionary for 
Belgium, Finland, France and the Netherlands since the start of the 
Monetary Union. However, as the deviation from an “appropriate” 
interest rate was nowhere near as much as it was for Ireland and 
Spain, bubbles have been slower to form. Their correction now should 
significantly dampen the economy in these countries.

Judging by the experience of past years, it is probably only a question of 
time before bubbles start to form in euro-zone countries that have not 
been affected so far. Monetary policy has been much too expansionary 
for Germany, too, since the start of the crisis; in Austria, this has been 
the case for a while longer. The ECB is likely to continue to orientate 
its monetary policy towards the trend in economically weaker euro-
zone countries; it can hardly risk placing a further burden on these 
economies by tightening the monetary reins. This will initially support 
the economy in Germany and Austria and they are set to expand at a 
faster pace than the euro-zone average. However, exaggerations should 
gradually emerge and these countries will lose competitiveness, at least 
within the euro zone. The first signs of this happening are visible already. 
In Germany, for example, housing prices and labour costs have been 
rising much more rapidly since 2011. The corrections that will become 
necessary here will then cause these countries to drop back within the 
euro area. 

1 That said, this also has drawbacks precisely at the moment; expansionary monetary policy is delaying the unavoidable correction of previous 
exaggerations and reduces the incentives for structural reforms.

Jörg Krämer

Jörg Krämer has been the chief economist of Commerzbank, 
the second biggest bank in Germany with headquarters in 
Frankfurt, since 2006. He received his PhD at the Institute 
for World Economy in Kiel, Germany where he focused his 
research on interest rates and monetary aggregates. In 
recent years he has earned significant recognition due to his 
opinion on the euro crisis. He is also a member of the ECB 
Shadow Council, an unofficial panel which is independent 
of the ECB/Euro system, and is comprised of fifteen 
prominent European economists drawn from academia, 
financial institutions, consultancies, companies and research 
institutes.

Ralph Solveen

Ralph Solveen did his PhD at the 
Kiel Institute for World Economy 
with a focus on the autonomy of 
central banks and political business 
cycles, amongst other topics. At 
Commerzbank he is conducting 
research on the euro zone with a 
special interest in Germany and Spain.

<Professional
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Ana Cárdenas
on an Agricultural 
Development Project in Haiti

Student Internships

What was your mission during your internship? 

During this summer, I worked for an agricultural 
development project in Haiti known as PPI-2. The 
Haitian government, the International Fund for 
Agricultural Development (IFAD) and the Organization 
of the Petroleum Exporting Countries (OPEC) are 
financing this project. The project’s ultimate objective 
is to provide small farmers with irrigation systems, 
and while doing so, farmers also have access to 
training, small economic projects, microcredit, and 
literacy training, among others. The project follows 
a participatory approach, which means that at each 
stage, from the planning to the execution of actions, 
the beneficiaries and other people concerned by the 
project should be involved. This approach is widely used 
in development because it is a way to ensure that the 
actions made during the project will last even when the 
project is completed, as the recipients will remain attached 
to the progress that they have achieved. It also allows the 
decision-makers to have more information about people’s 
true needs because everybody is being taken into account.

How did this experience tie into your studies at TSE?

My main task was to systematize the participatory approach 
of the project, i.e. I had to identify how the participatory 
approach has been implemented and the lessons learned 

in order to improve future practices. 
Even though it might seem like it is 
more of a Sociologist’s job, I am very 
happy that I had this experience. I got 
to know how a development project 
works in the field and saw some 
potential constraints. I learned about 
the allocations of small projects and 
microcredits. I could also talk to the 
small farmers and get to know a 
little bit more about the way they 
live and some of the challenges they 
face.  I realized the importance of 
people being involved in a project 
and how much they appreciate it. I 
have also gotten to know a whole 
different country with wonderful 
people and many challenges to 
overcome. Finally, this experience is 
helping me understand better some 
of the situations studied during this 
year in the M2 Public Politics and 
Development, for instance, foreign 
aid and the role of old institutions in 
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Edgar Oriol
at Deutsche Bank in Brussels

What was your mission during the internship ?

Deutsche Bank Belgium is mainly concerned with 
Private Banking. As a trainee, I had the opportunity 
to work in the Investment Center, which is the core 
service area where the most important decisions and 
actions are taken regarding the firm’s activity towards 
its clients. Since I only worked there for a six week 
internship, I wasn’t assigned to a proper mission, but 
to several tasks which helped them on a daily basis. 

I did most of my work in the Investment Advisory 
Service, which mainly consisted of publishing 
analyses on financial markets for clients and also for 
the sales team who are directly in touch with the customers. 

I was also involved in risk analysis. For instance, I checked 
on a daily basis whether the companies or governments 
in which the clients have investments were downgraded 
by Rating Agencies. The point is to warn customers on the 
current risk they’re facing while holding this particular 
financial product.  In the same way, I created indicators in 
order to analyse and compare the current Credit Default 
Swap level of companies to its level within the past two 
years.

How did your experience at TSE help you on the job ?

Since I didn’t know much about finance before doing my 
internship (unfortunately I hadn’t picked the financial course 
options), I had to quickly adapt myself to a demanding and 
competitive environment. Last year at TSE helped me a lot 
in my methodology in analysing a problem and developing 
a pragmatic solution for solving it. Therefore, I was able to 
react quickly and according to what was expected of me, 

and this was valuable since I wasn’t assigned to a concrete 
mission but to several tasks. Also, one can not neglect what 
one learns when doing a project alone or as a team because 
the experience you get will help you a lot when you’ll be 
facing the same issues in your job. 

Concerning the courses at TSE, the one of Financial Market 
would have obviously helped me understanding the basic 
notions of Finance. Otherwise, I’ve been exclusively working 
on the Microsoft Excel software at Deutsche Bank. Therefore, 
the course of « Data-Bases » was really applied and taught 
me how to use functions such as ‘Vlookup’ or creating ‘Pivot 
Chart tables. Since most financial companies use Microsoft 
Excel, one should try learning (even by oneself ) the VBA 
language which will help you in developing automated 
macros and this is something highly valued when you’re 
looking for internships.

How did you get the internship ? Do you have any advice 
for student students looking for a job in a similar field ?

Luckily for me, I got the contact of one of the head of the 
Investment Center in Brussels by… a student friend at TSE 
who completed his internship at the same place a year 
before. One advice would be to work on your network skills 
by talking to relatives, attending conferences or even simply 
discussing with your classmates.  

development. 

How did you get the internship? Do you have any advice 
for students looking for a job in a similar field? 

In my experience, finding an internship in a country such as 
Haiti via Internet can be difficult since they usually do not 
advertise these kinds of opportunities. The best way is to 
send an e-mail to the organization you are interested in with 
a proposition concerning projects you would be interested 
in. Don’t to be afraid of trying something new, it might be 
scary at the beginning but it is very rewarding.  



What was your mission during your internship? 

The Reserve Bank of India (RBI) has a much broader mission 
than most of the Central Banks. In addition of defining 
the monetary policy of India and issuing currency, it has 
a collection of objectives, from stabilizing the country’s 
macroeconomic situation, to super vising f inancial 
institutions and assuming a wide developmental role. It 
also is one of the primary sources of information on Indian 
economy and finance. I was accepted for a two months 
internship in the Department of Economic and Policy 
Research (DEPR).

An intern at the RBI is very autonomous: we were given 
the choice of an economic study to work on, within the 
range of interests of the RBI (so very wide). At the end of 
the two months, we would present our study and results, 
and hand out a report. I expressed my interest in working 
on international economics- I’d heard before about India’s 
issues with current account deficit. I was then assigned an 
adviser in the International Trade and Finance Division, and 
he asked me to work on calculating the price and income 
elasticities of exports and imports. Believe it or not, no one 
at the RBI ever undertook a serious study on elasticities of 
international trade in India… My two months at the RBI 
were then paced by international trade literature scanning, 

data construction (about 70% of total work…), Eviews 
regressions, and morning chai .

How did your experience at TSE help you on the job? 

After this internship, I am going to try to push for the Time 
Series course to be mandatory in M1. The large majority of 
researchers working on Macro subjects are using time series, 
as most data are, by nature, not available with individual 

observations. I used a lot the Eviews 
software that, thankfully, we already 
overviewed in Mr. Meddahi’s Time Series 
course. 

How did you get the internship? 

The RBI is one of the only Central Banks 
that officially accepts foreign students 
for summer placements. I wanted as a 
first choice to undertake an internship in 
a Central Bank in a developing country, 
and I already had a lot of interest in 
discovering “Incredible India”. This 
opportunity was perfect for me! They 
ask for a CV + cover letter, and filling out 
an application form. No interview, and 
on February 27th, I received an email 
with the positive answer!

Here is  where you can f ind more 
information on the Foreign Students 
Summer Placement Program: http://
rbidocs.rbi.org.in/rdocs/opportunities/
summer.html. Be careful, the deadline is 
in November!

Do you have any advice for students 
looking for a job in a similar field? 

Stay updated about Macro issues… 

> Professional

Fanny Mégret
at Reserve Bank of India in Mumbai
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Stefan Rohm
at Frontier Economics in London

What was your mission during your internship? 

Frontier Economics is a consultancy firm that specialises in 
economic consulting, employing around 100 economists 
in its offices around Europe. Frontier provides their services 
for a wide range of sectors reaching from public policy, to 
energy or telecommunications, to work in competition. 
Clients can be public institutions such as regulators or the 
EU or private firms from different sectors.

During my internship I was involved with three projects.

•	 The first was for a telecommunications provider who 
is interested in launching a new kind of product and 
wanted to know more about the market for this product, 
i.e. who are the competitors, who is the product 
marketed toward, and what are potential strategies for 
success of this new product

•	 My second project was also in telecommunications. 
A European regulator has asked Frontier to build a 
bottom-up cost model that will be used to estimate 
prices in order to correctly regulate the concerned 
market.

•	 The last project that I was involved in was a competition 
litigation case, where a law firm had asked Frontier to 
provide an economic analysis of a market that used to 
be controlled by a cartel. This involved, for instance, the 
estimation of margins of the involved firms during and 
after the cartel and the potential overcharges they had 
billed their clients for.

How did your experience at TSE help you on the job? 

The strong theoretical background especially in Industrial 
Organisation was particularly useful. They helped me to 
assess and analyse different markets and have a better 
understanding, particularly in the competition case. Even 
though the tasks I worked on didn’t require a particularly 
strong skill in statistics, a good basis of econometrics is very 

helpful for an economic consultant. 

How did you get the internship? Do you have any advice 
for students looking for a job in a similar field? 

I went to see the presentation of Frontier Economics on 
last year’s Business Networking Day and got particularly 
interested in the firm so then I applied for the internship at 
the end of 2012 via Frontier’s recruitment webpage (http://
www.frontier-economics.com/europe/en/recruitment/). 
As usual, this involves information about you in a CV and a 
motivation letter. After that I was invited for an interview 
that Frontier is also happy to do via Skype if you don’t have 
the necessary funds or time to fly to London. 

The interview (about 90 minutes) was 
separated in two parts, where the first part 
(about 45 minutes) consisted of standard 
recruitment questions on e.g. personality, 
motivation or experience. The second 
part consisted of a case study testing your 
knowledge in economics.

It is absolutely useful to do a couple of 
mock interviews with your friends in order 
to practice your interview skills. 

If you are interested to do an internship at 
an economic consultancy and have further 
questions, I am happy to answer them. You 
can e-mail me at rohm_stefan@web.de 

<Professional
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The TSEconomist  Magazine has 
come a long way since its humble 

b e g i n n i n g s  t w o  y e a r s  a g o.  T h e 
beginning was slow, but hard work 
and support from TSE enabled the 
team to produce greater work for 
each subsequent edition. Once the 
issues with design, organization, and 
content were overcome, the team 
started thinking of ways to increase 
the magazine's audience. During a 
brainstorming session last semester 
an idea was presented to sponsor an 
event on campus. However, the event 
couldn't be just any event. It had to 
be an event that connected students 
with the school and with the magazine 
in an unprecedented way. It had to 
be an event that would fill MB II to 
its entirety with excess guests sitting 
on the floor and on the stairs. It had 
to be an event that would be talked 
about for years to come. It had to be 
the Tirole Talk. With support from TSE 
Chairman, Jean Tirole, the school, and 
the BDE, the talk was a huge success. 
Director of the M1 in Economics, David 
Alary, provided a brief introduction 
to the event before Tirole took the 
stage. The topic of his presentation was 
“Applying Theory to Policy Matters: 
Some Economics and Politics of Global 
Warming.” He began by explaining that 
the study of economics gives us a great 
advantage because it provides us with 
a conceptual framework that we can 
apply within any field that we pursue. 
One drawback of economics is that it 
is complex. Its complexity hinders our 
ability to clearly articulate to the media 
and to policy makers what should be 
done to achieve certain outcomes. 
Unlike other social sciences, Tirole 
explained, economics is very powerful 
because it can directly impact the way 
people live. 

Tirole transitioned into the main topic 
of the lecture by describing his work 
during the climate negotiations in 
Copenhagen in 2009. During the Kyoto 
Protocol, very ambitious targets were 
agreed upon with great enthusiasm. 
H o w e v e r,  t h e  s e n s e  o f  u r g e n c y 

and excitement present during the 
summit did not last for long. With a 
completion date of 2050, countries 
were doing very little in the short run 
to reduce CO2 emissions. Why is this? 
The answer, again, lies in economics. 
We must think about what the cost 
of negotiation is. In a sense, there are 
two costs. One is free-riding: it benefits 
each individual country if everyone else 
cleans up their pollution and they do 
not, because the costs of pollution are 
not well-internalized. Additionally, a 
very interesting point that Tirole made 
was that the countries who do less to 
reduce CO2 in the current period will 
actually have greater bargaining power 
during subsequent negotiations. This 
is because the longer countries wait to 
reduce emissions, the costlier it will be 
for them to do so in the future; countries 
facing higher costs can thus bargain 
for greater concessions. Therefore, 
one obstacle is how to incentivize 
the countries that will lose the most 
from adhering to an agreement on 
environmental protection. Sadly, the 
only real solution is to do what has 
always been done, and compensate 
those who pay the most for pollution 
taxes or permits. This seems unfair, as 
a number of those affected are rich 
countries – but, Tirole acknowledged, 

there is no other feasible way. Tirole 
provided an example of the system 
utilized in the US to control sulfur 
dioxide pollution during the 1990s. In 
order to implement the cap and trade 
program, the government gave a large 
allowance to the sulfur-coal intensive 
power companies concentrated in 
the Midwest. In comparison, Europe's 
emissions market got off to a rocky 
start. To begin with, all new entrants 
were given free permits (not only the 
losers), which effectively encouraged 
pol lut ion instead of  reducing i t . 
Secondly, they stipulated that if a firm 
shut down, they would lose all of their 
permits. Since a firm could not profit 
from the sale of the permits, firms 
would stay in business even when 
it was no longer profitable to do so. 
Finally, there was a problem with the 
allocation of too many permits, and the 
spot price eventually dropped to almost 
nothing (0.26 €) while the futures price 
was still being reflected as 23 €. 

A large problem is that enforcing these 
agreements is very difficult: there is no 
system of credible penalties. Tirole's 
own view is that countries should use 
the World Trade Organization to impose 
sanctions, essentially coupling the 
WTO with global warming institutions. 
However, this carries with it the danger 

An afternoon with 
Jean Tirole

On Campus

By Demelza Hays & 
Julia Hoefer Martí
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of killing the WTO as an organization. A second measure he 
argued for would be to use the IMF: countries would agree at a 
global level on a maximum level of emissions, and overshooting 
these emission targets would translate to a cost in terms of 
sovereign debt, imposed by the IMF. Tirole challenged those who 
might think that, as economic organizations, the WTO and IMF 
have nothing to do with global warming. Instead, he argued, they 
have everything to do with global warming because they have at 
their disposal very effective methods of ensuring states comply 
with emission targets. However, as of yet this remains a pipe 
dream.

Being an economist helps greatly within the realm of policy 
making. To illustrate this, Tirole spoke of one of the creations 
that resulted from the Kyoto summit: the Clean Development 
Mechanism, which would allow investors in first-world countries 
to subsidize projects in LEDCs in exchange for emission permits 
on the European market. A wonderful idea on paper; however, it 
suffered from several drawbacks. In point of fact, it incentivized 
governments to not enact pollution laws or undertake these 
emission-reducing projects on their own, as they hope to receive 
money from richer countries to do so. There were also important 
general equilibrium effects to be taken into account: for example, 
protecting a section of rainforest prevents logging, which raises 
the price of wood, which encourages logging elsewhere. So 
money is spent and nothing is gained. This, Tirole reflected, is 
a topic on which economists disagree, not so much in terms of 
the content of the arguments, but in terms of which argument 
is strongest. This is intrinsically an empirical matter, as without 
good data it becomes impossible to know which argument wins 
out. For example one thing that is often demanded in European 
countries is that, as they have carbon taxes and other countries 
do not, a border tax should be instated to adjust prices of 
imports. In a sense this is perfectly justified from an economic 
point of view as it offsets a distortion and puts pressure on low-
carbon-tax countries at least in terms of international trade. 
However, there are also drawbacks: for one thing, it represents a 
form of protectionism, something economists have been fighting 
for centuries. Then of course there is the issue of measuring the 
carbon content of imports: for example, there is no carbon tax 
in China, but there are also clean industries; we do not want to 
punish the clean industries, and so measuring both the direct 
and indirect carbon content is important – but we currently have 
very little information on these things.

Here there is a large scope for economists to improve things. 
The first thing that is needed is a clearly defined target and 
market-based solution at a worldwide level, instead of letting 
individual governments decide which sectors to reduce pollution 
in, which has proven costly in the past. Secondly, there is 
separation between efficiency and redistribution concerns; it is 
an unfortunate reality that compensation will have to be given 
to rich countries in order to get them on board. However, before 
even thinking about these two things, the world's countries must 
first agree on good governments. A worldwide CO2 market and 
government structure are necessary (but still to be defined): again 
Tirole emphasized the role of the WTO and IMF. A method of 
measuring emissions by each individual country is also necessary, 
as well as an effective negotiation process. These measures would 
already be a huge success; experience has shown that when we 
do not listen to the economics, in environment as in other areas, 
then in the long run we will go nowhere. First we have to get the 
fundamentals right – and then we can discuss the road ahead. 

On Campus

Robert Boyd

IAST Distinguished 
Lecture: 
Interview with

By Eva Raiber & Ildrim Valley

On  S e p t e m b e r  1 9 t h ,  R o b e r t  B o y d ,  a n 
anthropologist from the University of California, 

Los Angeles (UCLA), opened the new series of the 
IAST Distinguished Lectures on Social Sciences with 
a presentation on “How Human Culture Shaped 
Human Evolution”. Based on various examples, he 
tried to convince the diverse audience that humans 
are the only species that are capable of accumulating 
knowledge and certain behaviour over generations. 
This allows innovations to spread and to accumulate. 
However,  this process of cumulative cultural 
evolution also requires humans to sometimes 
ignore their own reasoning based on individual 
experience and instead imitate what the majority 
within their social group is doing. It leads to novel 
behaviour and further innovations but also facilitates 
the spread of false beliefs that are based on biases. 
Prominent examples include societies’ varied beliefs 
of supernatural agents or the existence of certain 
prestige systems in societies. While some beliefs 
might seem strange to outsiders, those norms are 
possibly beneficial to group behaviour. 

His lecture provided for an interesting change in 
most economic students’ and fellows’ workday and 
a look beyond one’s own specialisation.  We were 
able to talk to Robert Boyd about his own not so 
straight forward academic career and his view on 
interdisciplinary abilities of economists and other 
scientists. 

Q: You started off with an undergraduate degree 
in physics, how did you end up in evolutionary 
psychology? 

That’s complicated. When I was an undergraduate, 
I worked at the Scripps Intuition of Oceanography, 
UC (University of California), San Diego, in the 
underwater object lab. By chance, the guy down the 
hall in the same building did mathematical models 
of fish populations for management purposes. His 
models are for example regularly used in tuna fishery. 
This sounded very interesting compared to what I 
was doing so in the last year of my undergraduate 
I took as many biology classes as I could in my 
physics major. I then went to graduate school at 
University of California, Davis, in theoretical ecology 
with a special interest in population modelling. I 
did a standard education but towards the end of 
my graduate career I was assigned to teach a course 
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with a young professor, Peter Richardson. This course was for 
undergraduates in environmental studies and usually it was 
taught as an “end of world” course as I call it, talking about 
all these ecological disasters that are going to befall us. But 
Peter and I decided that we wanted to teach the course as 
kind of a principles course. We were young and optimistic 
and knew that the principle was going to be that individual 
optimization leads to collective environmental problems. 
We knew that this was true in biology; we also knew about 
economics since I had taken a bunch of economic classes 
because I was interested in stealing tools from the field 
of economics. In those days economics was much better 
evolved theoretically than biology, especially ecology. We 
thought that we could do the same thing for small scale 
societies, for cultural evolution, and that anthropologists 
knew that individual optimization leads to group problems. 
We started with this course and found out that anthropology 
was just not there yet. So we thought we could do better. 
And that’s how I got started and actually my first job was 
theoretical - I taught at the Institute of Ecology in maths, 
statistics, optimization methods and population biology 
to Masters students in environmental studies. Meanwhile, 
Peter and I were working on the theory of cultural evolution 
for four to five years when our book was published. Then 
I moved sideways into the anthropology 
department because they were interested in 
my work. It is not the graduate career that I 
would recommend to any student. It requires 
a good portion of luck and happenstance, 
but this is how I got there, by doing what I 
thought was interesting. 

Q :  A  l o t  o f  t h e  s t u d e n t s ,  m a y b e  t h e 
majority, in the lecture have a background 
in economics. Do you often give speeches in 
front of such an audience?

Generally, I give lectures to everybody. 
Basically, what is fun about economists is 
that they understand models and deductive 
thinking as biologists typically do. The 
downside is that economists are generally 
not very interested in the past. There are 
now some economic historians that are 
more interested in the deep past but from 
my point of view the most interesting things 
happened more than 10 000 years ago. 

Also, for some kinds of data, economists are 
the real kings of how to squeeze inferences 
out of a data. Some historians should do this, 
but don’t because they don’t have the right 
background. 

I also think that one of the problems with 
social sciences is that the disciples are very 
much divided. To picture this, in UCLA where 
I used to teach, students can go from one 
floor from the economics department to the 
anthropology department to the sociology 
department and can be told completely 
different things how the world works and 

that cannot be right. It also depends on which economist 
you are talking to - for example the participants of the Garry 
Becker rational choice seminar in Chicago are not the most 
open minded ones, they think they understand the world 
completely. 

Q: This brings us to our next question, what do economists 
bring to the field of evolutionary psychology and do you 
think that economists should be more open to other social 
and natural sciences? 

So, I think Ed Wilson is right about what he calls consilience, 
an old idea from the 19th century. It basically says that 
sciences can specialize; there are chemists and physicists. 
Physicists specialize in one set of phenomenon, chemists on 
another. But where two disciplines come together to address 
the same phenomenon like solids or physical chemistry, 
they’ve got to tell the same story. And if they don’t tell the 
same story then they have to figure out what’s wrong. 

I think economists ought to worry more about cultural 
differences. For example, in Acemoglu’s new book, “Why 
Nations Fail,” what he calls institutions, I would call cultural 
differences in normative systems. Why did the boundary 
between French and German speaking people in Europe 

Robert Boyd (left), Paul Seabright (right)
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stay more or less the same since Caesar’s armies came 
to rest 2000 years ago? There are big cultural differences 
between Roman speaking people. There is a great study in 
Switzerland between French speaking and German speaking 
Swiss. They find behavioural differences, belief differences. 
You could think of this as a theory of preferences, so I think 
economists need to worry about where preferences and 
beliefs come from. People have priors and where do these 
priors come from? Are they always correct, really? Economic 
models typically assume that people have correct priors, 
which seems obviously false to me. People believe in spirits, 
people believe in all kinds of wacky things. I don’t think 
economists who are interested in what the Federal Reserve 
should do have to think about that, but for example history 
and development economics are the two places especially 
where these issues come up. Economists ought to read more 
and anthropologists ought to read more economics. It is 
hilarious how badly educated some anthropologists are. For 
example, we have a course “economic anthropology”. The 
guy who taught it is a smart guy, but he just read no real 
economics. I invited an archaeologist to come to speak and 
he gave a talk about this site in Austria where there were 
miners, farmers etc. and he explained the patterns they saw 
in the archaeological records with the idea of comparative 
advantage. I was at a reception afterwards and the guy 
who teaches economic anthropology at UCLA, one of the 
best universities in the U.S., comes up and says, “That is 
really interesting, is that a brand new idea in economics?” 
And that’s a fundamental idea of credit exchange and the 
man who is teaching undergraduates about economic 
anthropology, where there is plenty of trade and exchange 
in non-modern economy, didn’t have an idea. 

Anthropologists can think that prices and markets aren’t 
very important. I think that’s an empirical question.  As 
an example, in the village I worked in Fiji, there isn’t any 
gasoline. It’s an old village and you have to bring gas in 
barrels. The obvious thing would be to go to town, buy 
some gas, bring it back and sell it at a little higher price and 
everybody would be happy, right? But that’s rude, that’s not 
moral behaviour. So, if you got gasoline in the village and I 
need some, you are obligated to give it to me. Otherwise it 
would be to be stingy. Therefore, the market fails and there 
is never any gasoline in the village. It gets wrapped up in 
this moral system, which requires generosity when you have 
things and somebody else doesn’t. 

It’s all interesting topics for biologists, economics and 
anthropologists to work on. There are tons of interesting 
problems to solve but these disciplines just yell at each 
other across a wall.  My own view is that social sciences have 
to reorganize themselves in a more interdisciplinary way or 
at least commit themselves to solving the problems where 
they meet. For anthropologists studying ritual behaviour, 
marriage etc. maybe not so much economics is necessary. 
But there are a lot of places where the two can possibly 
meet. 

Q. There was a political scientist, Elinor Ostrom, who won a 
Nobel prize for economics… 

I admire her very much. Her work is sort of anthropological 

in a sense and this is something economics can definitely 
learn from anthropologists. Instead of making models 
and collecting big files data from the National Bureau of 
Economic Research, she actually went around and talked 
to people and asked them why they are doing what they’re 
doing. She’s interested in the commons problems. So, we 
have these commons problems and people sometimes 
solve them and lots of the times they don’t and the 
question is why? What is the difference? Why do sometimes 
people solve these problems without property rights and 
sometimes they have property rights and other times with 
other kinds of systems. There are lots of places in the world 
where people solve pretty large scale collective action 
problems not the way the economists would predict; not 
with markets or property rights or coercive institutions. She 
was interested in how that worked. She did quantitative 
ethnographic field work, that is how I would describe it. 
She actually went out and measured stuff. And I think that’s 
something the economists should do more of. 

Q. Do you have any advice for (economics) students 
interested in this field of research?

The world of economics is one which I know, especially PhD 
track, it’s a kind of a neural path you have to walk. I would 
be reluctant to give you advice about how to proceed. If 
you want an intellectual advice, I’d take problems that are 
interesting, don’t settle for things that would get you a job. 
You will get a job anyway. Do things that are worth doing.

For example, I find economic history work by people 
like Nathan Nunn extremely interesting. In development 
economics there is an economist, Ricardo Hausmann, 
at Harvard. His work has a cultural element to it - about 
economic development - it is about why some countries 
develop and others don’t. 

Another example, there is this work on warfare and why men 
fight by Dora L. Costa and Matthew E. Kahn. They published 
this book “Heroes and Cowards”, it’s a fantastic book. So, 
they’ve got lifetime records of 40000+ union soldiers in the 
American civil war. They ask questions like “Did deserters do 
better in the long run than the guys who stayed to fight?”. 
And the answer is yes, they made more money and they’ve 
had more kids. 

Another example, there is interesting stuff more in the 
direction of biology, like hyperbolic discounting. Something 
that is universal in mammals and birds too. It’s been tested 
extensively in birds actually. They are hyperbolic discounters, 
just like people. There is a kind of deep psychological 
root to this fact that people would have time inconsistent 
preferences. There is evidence for all these biases that people 
aren’t completely rational. That’s fine, but how exactly are 
they not completely rational? Once you diverge from perfect 
rationality, then you need to know exactly how far you are 
lost. 

So, there are lots of interactions between economists and 
other fields; biology, psychology and other social sciences 
and there are lots of interesting fields to work in. 



Distinguished 
Lectures in the 
Social Sciences

The Institute for Advanced Study in Toulouse is launching a new 
lecture series, the IAST Distinguished Lectures in the Social 
Sciences, to be given by internationally renowned scholars on a 
theme of interest to all concerned citizens.

T H E M E  F O R  2 0 1 3

www.iast.fr/dl

Venue : Amphitheater CUJAS at the University Toulouse 1 Capitole 
Address : Anciennes Facultés, 2 rue des Puits-Creusés, 31000 Toulouse
Time : 18:00 to 20:00

t September 19: 
Robert BOYD, Anthropologist from UCLA & Arizona State University will talk on 
“How Culture Shaped Human Evolution”

t November 21: 
Tim CLUTTON-BROCK, Zoologist from Cambridge University will talk on 
“The Origins of Society”

t December 19: 
Walter SCHEIDEL, Classical Historian from Stanford University will talk on 
“How Geography Shaped History”

*Possibility of simultaneous translation into French with prior registration

* Entry to lectures is FREE. Registration here:



39

<On Campus

The BDE is TSE’s student association, charged with several 
functions of student life in the school. First, it aims to 

give TSE students the opportunity to get involved with 
their school and organizes events such as the integration 
party and weekend, Halloween party, Ski weekend, after 
works and the Gala, with which we close the academic year 
in a great way! The BDE also aims at promoting the school 
and student solidarity; it sells some goodies (polo shirts, 
sweatshirts, coffee mug…), works with and supports all TSE 
associations (TSE Junior Etudes, The TSEconomist, The TSE 
Alumni) and has a new department devoted to newcomers’ 
integration called TSE International Connection. 

Regarding academic functions, the BDE is a link between 
students & the TSE administration since it supports all TSE 
students’ initiatives, welcomes students who would like to be 
representatives for their classmates, is devoted to exchange 
with all the students and helps them to communicate 
with the administration. Finally, the BDE gathers the TSE 
sphere and enables students to meet professionals 
through the Business Talks organized with the other 
TSE associations, Conferences, after works with TSE 
Staff members and the Business Networking Day 
(organized with TSE Alumni).

Join Us!

The BDE is made for you and by you, so do not 
hesitate to come and see us, whether you want to 
join the staff team, attend our events, ask questions, 
be aware about school news (do not forget to 
follow us on Facebook) or become a member of the 
association.

The BDE also have a partnership with the LCL- feel 
free to ask us what advantages this partnership can 
bring  you! 

BDE Note

By Clémence Grimonpont 
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WELCOME BACK!! So here we are, holidays have been 
over for almost one month and it is time to begin a new 

academic year. While some people took advantage of these 
few days for some fun, the TSE Junior Etudes had other ideas 
about how to finish these holidays: preparing the new team 
for the 2013-2014 school year!!

First of all, we are happy to welcome the new students to the 
Toulouse School of Economics and wish them all the best 
on the road to success, not only at school but also in their 
extracurricular activities: sport, associations, etc. Additionally, 
we have new plans and new ambitions concerning our 
association: congresses, business talks and other activities 
are going to take place in the school. The team is almost 
completely new, but the project is, of course, continuing 
what was begun three years ago. But, why a whole new 
team?  Well… several of our fellows decided to go abroad for 
studying, so it was the perfect occasion to receive fresh and 
younger students.

So even if summer was an ideal time to take a rest, TSE Junior 
Etudes did not stop working, as there were plenty of new 
missions and a lot of planning was necessary to receive you 
all. With the aim of improving every day, over the summer we 
created a whole new recruitment process for our upcoming 
members and new students at the TSE. We wanted to make 
the process more professional, so we created a new system 
in order to get the best students to manage the association.  
This selection process is more challenging as candidates 
must be part of some coaching sessions to know more about 
our organization and our work, and must take a test to check 
their level of interest, motivation and knowledge acquired. 
These training sessions were conducted by some of our 
senior members based on their own experience and training, 
and touched on the main working areas of the JE, such as 
accounting, management, and legal framework and auditing. 

Therefore, Marion Fernet, President of TSE Junior Etudes, and 
Thibaut de Bernard, vice President, now count on a whole 
new team. After one week of training, 21 new members 
were informed on the 26th September 2013 of their new 
positions and assignments. Among them, Eléa Le Ruyet 
(Communication Manager), Philine Schuseil (Treasurer) and 
Nathan Bertan (Commercial Development Manager) joined 
the committee composed already by Marion, Thibaut and 
Felipe Acero (General Secretary). 

After one week of training imparted by Marion, Thibaut, 
Marlène Boura (Human Resources Manager) and Lorna 
Briot (Internship-Enterprise), students who wanted to get 
a post and who assisted regularly chose one or two areas 
in which to perform an evaluation test. From this point 
on it was necessary to establish tests that could showcase 
the originality of the different candidates, so they were 
organized to evaluate typical tasks of each working division. 
As an example, the test for the Commercial Development 

division was a phone interview to advertise and sell our 
services, while the test of the Communication division was a 
brainstorming exercise to come up with ideas for organizing 
an event. The purpose of this was to find the most competent 
candidates for each position. Later on, candidates were 
interviewed by the president, the vice-president and the HR 
Manager, to assess their motivation and their knowledge. 

Nevertheless, besides working and studying, we also had 
time to have fun! Recently, we held our first evening event 
to announce to our new team members the results of our 
selection process and the positions they got over some 
nice beers and wine. This After-Work was (and hopefully 
will continue to be) a good opportunity to share some time 
together outside the office and to reinforce the relationship 
between us.

Lastly, regarding our training objective, our new team 
members will have the opportunity to participate in the next 
regional event organized by the Confédération Nationale des 
Juniors-Entreprises in Pau on the 12th and 13th of October. 
This event is held mostly to prepare all members for carrying 
out their positions at their Junior Etudes, but is also a good 
opportunity to foster a Junior Etudes spirit, meet with other 
chief members and of course to party and have fun. There 
will be a set of training programs based on the main needs of 
our associations. Courses in management, communication, 
accounting, consulting and auditing will be offered by 
experienced students, as well as some professional trainers 
hired from recognized firms (ALTEN and KPMG). In addition, 
it will be the perfect occasion to foster team spirit in our 
association and to learn more about what it means to be 
part of the TSE-JE and the CNJE for our professional future. 
We wanted to start with this process of transmission of 
knowledge which, even if it is meant to be used in the short 
run, we are truly convinced will be useful in the future for our 
students in their own career paths.

So once again, YOU ARE ALL WELCOME AT TSE JUNIOR 
ETUDES and we wish you the best in this new academic 
year!! 

By Florent Delebassé and Felipe Acero 

Junior Etudes Note
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The TSE International Connection 
( TSEIC )  is  a  new,  independent 

department of Bureau des Étudiants 
(BDE-TSE), established in June 2013.  It’s 
a non-profit organization run by and 
working for all TSE students. 

The TSEIC aims at helping newcomers 
solve any problems that may occur 
during their arrival and during their stay 
at the TSE, and also to enable them to 
quickly participate in student life at TSE. 
In addition to this, the TSEIC focuses on 
developing international networks and 
providing a multicultural environment 
for students in TSE. In order to achieve 
these objectives, the TSEIC has three 
principal projects:

•	 Café	Language:	

This is a platform to meet other TSE 
students, especially students who speak 
a different language than you, in order 
to improve your language skills and to 
exchange information. 

•	 Economic	Conference:

Students from different backgrounds 
and countries can provide credible 
economic information about their 
country and apply their economic 
knowledge at the same time. 

•	 Internship	Finder	:

We use our mother tongue to contact 
companies in our country in order to 
get early information on internships, 
and pass along that information to TSE 
students so as to increase their chances 
of finding internships.

As a foreigner, I  know totally how 
difficult it is to start your life in France, 
especially if you can’t speak French very 
well. There are many things to do, like 
opening a bank account, telephone, 
internet, CAF, etc. Even looking for an 
apartment can be really hard because 
of the guarantee. This year, I finished my 
bachelor’s degree, and I really wanted 
to find an internship this summer. 
Not surprisingly, I got lots of negative 
answers. With all those experiences, 
I started thinking of a way to help 
other people like me. In May, for the 

first time I talked with Mr. LESNE, the 
director of TSE, about my ideas. He 
was very supportive of my thoughts, 
which is why he gave me this chance 
to creatively apply them. That was the 
beginning of TSEIC. With help from 
the administration, I started to put 
together important information for the 
first arrival of the new TSE students. 
This information include how to find 
an apartment in Toulouse, where to get 
a guarantee without paying anything, 
what  k ind of  help the Univers ity 
Toulouse can give, and so on. It was a 
successful beginning, and there were 
many students who got the help they 
needed with our information. 

People think that the TSEIC is just some 
"free service" for foreign students. That's 
not totally correct. "Welcome students" 
is just one of our most visible works. 
Firstly, the TSEIC exists for every student 
in TSE. What we want is to connect all 
students to create an international 
network. There is no difference among 
Frenchmen, Englishmen, Chinese, 
Africans, etc. It doesn’t matter where 
you come from. We just want to help 
make your life in France easier. The 
thing is  that  French people have 
fewer troubles living in France, so the 
students we help are always foreigners. 
Secondly, as you see at beginning of 
this article, TSEIC has other projects. 
The Café Language, the Economic 
Conference and the most important 
project, Internship Finder. 

All students need internships at the end 
of their studies. We try all ways to find 
this. This year, our school offers some 
courses that teach how to write a good 
CV and how to do well in an interview. 
These will become our personal skills. 
But sometimes, we need a chance to 
use our capacities. We always wait for 
opportunities, but why don’t we think 
about creating our own chances? We 
are internship finders, and also we can 
be the opportunities’ creators. The TSEIC 
gives us a platform from which to create 
our own opportunities. Members of the 
TSEIC contact companies in their home 
country using their mother tongue, as 

it’s easier. We ask these companies for 
information on their internships at the 
first time. We want to send TSE students 
to anywhere they want to be in the 
world. The administrations of our school 
are limited, but TSE students come from 
different countries around the world. 
It’s us who will create this international 
network for us. It’s us, the opportunities’ 
creators. And that is the main idea 
behind the TSEIC. 

These ideas are just mine. They are 
maybe not so complete and all things 
are the first tries. The beginning can’t 
be easy, but it can be better and better 
when we do teamwork. In September, 
the TSEIC got its first team. There are 
people who come from China, Italy, 
Greece, and France. However, it’s not 
enough. We need more and more 
people to create this international 
network. The TSEIC is always open 
to all TSE students who want to join 
in our works and create our own 
opportunities. 

You can contact us on :
Twitter: https://twitter.com/TSE_IC
Facebook: 
https://www.facebook.com/TSEIC
Email: 
international-connection@tse-fr.eu

TSEIC Note

By Shuyi Wang

Comments	from	Mr.LESNE	for	TSEIC:	

The TSE's DNA is fully international: 
a research center known worldwide, 
a faculty with a lot of foreign 
researchers, and half of the students 
coming from foreign universities. 

Hence the creation of the TSE IC is 
very good news and fulfils a growing 
need: to activate our network of 
international students, both when 
they are in the school and after they 
graduate. 

No doubt that the TSE IC will 
encourage a cross-fertilization of 
various cultures, as well as a variety 
of points of view about economic 
or social issues, and will share them 
during friendly events and meetings! 
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Picture Quiz
Can you guess these terms from the world of microeconomics?

Submit your answers by January 20th to tseconomist.com and enter the draw to win one of two TSE sweatshirts!

Economic Jokes

There are two things you are better off not watching 
in the making: sausages and econometric estimates. 

- Edward Leamer

Achieving free trade is like getting to heaven. 
Everyone wants to get there, but not too soon.

Want to share your favorite economic jokes with us? 
Send them to: tseconomist@tse-fr.eu !

Last Issue's Answers: 1. Crowding Out Effect 2. Animal Spirit 
3. Business Cycle  4. Liquidity Trap
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