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 UNCONVENTIONAL VIEWS OF LABOR MARKETSt

 A Depressed Labor Market as Explained by Participants

 By TRUMAN F. BEWLEY*

 Unemployment is extremely difficult to
 reconcile with the main body of economic
 theory. Why is the labor market so different
 from other markets in that the price of
 labor does not adjust to clear it? Why do
 not workers and companies avoid layoffs by
 having workers continue to work at reduced
 wages until adverse conditions disappear?
 Some economists assert that labor markets
 do clear at all times and that unemployment
 is not an excess supply of labor, but is
 withdrawal of supply or a reflection of the
 normal process by which suppliers and de-
 manders find each other. If labor niarkets
 do clear, then why during recessions does
 one meet or hear of so many very unhappy
 unemployed people?

 Having been perplexed by these questions
 for years, I took advantage of the recession
 of 1990-1993 to ask participants in the la-
 bor market what they were doing and why.
 The moment was opportune, for the reces-
 sion was particularly severe in the New En-
 gland and New York areas, where the sur-
 vey was conducted. In doing the survey, I
 violated many of the implicit rules of eco-
 nomic research, but I believe strongly that it
 is possible to learn the answers to the ques-
 tions posed only by violating these rules.
 The chief interest is in the motives of those

 making employment and compensation de-
 cisions. Most labor-market data have to do
 with employment and compensation and do
 not reveal the motives of workers and em-
 ployers. It is often asserted that peoples
 claims about their own motives may be mis-
 leading, so that motives can be discovered
 only from behavior. In the context of em-
 ployment and pay decisions, motives proba-
 bly could be discovered from actions were it
 possible to observe the details of everyday
 business life over an extended period of
 time, but such an approach seems impracti-
 cable. The only feasible approach seems to
 be to ask key decision-makers or people
 who observe them about their activities and
 motives.

 I. Methods

 A survey of this sort faces one of the
 fundamental difficulties of economics, which
 is that many people are reluctant to reveal
 information about their economic lives.
 Also, even if people do agree to cooperate
 with a survey, they may not take it seriously
 enough to give accurate answers. There is
 no ideal way to deal with these problems,
 but after some experimentation and disap-
 pointment, I settled on methods which are
 similar to those used by cultural anthropol-
 ogists. Low response rates made random
 sampling impractical. Also, I avoided ran-
 dom sampling because the primary interest
 was not in the incidence of various practices
 and attitudes, as it would be in an opinion
 survey. Rather, my object was to learn about
 as wide a variety of experience as possible
 and to solicit the views of well-placed and
 intelligent observers, for I believed that
 these would reveal more about the mecha-
 nisms of the labor market than would aver-

 tDiscussants: Sherwin Rosen, University of Chicago;
 David Gordon, New School for Social Research.
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 age behavior. For instance, I interviewed in
 companies of all sizes from a wide variety of
 industries, in companies that were failing or
 had cut pay, and in companies that were
 expanding rapidly and giving generous pay
 increases. I also sought out key decision-
 makers who had a reputation for being par-
 ticularly well informed and articulate.
 Though the resulting sample was not statis-
 tically representative, many of the regulari-
 ties observed were so clear that I believe
 they are very likely to be truly representa-
 tive. I hope that future surveys done by
 others will serve as a check on the validity
 of the conclusions drawn from this one.

 Most of the sample was chosen by a pro-
 cess which is termed "networking" in the
 business community. Usually, I obtained ini-
 tial interviews in a type of organization
 through relatives, friends, acquaintances, or
 cold calls. During these interviews, I asked
 about other possible contacts and continued
 the process in further interviews. Respon-
 dents often helped arrange other interviews,
 and this help was invaluable in overcoming
 suspicion. About 22 percent of all inter-
 views were arranged through personal con-
 tacts, and another 46 percent were arranged
 with help from intermediaries.

 From experience, I found that the best
 way to learn from interviews was to catch
 and hold the interest of respondents. Most
 respondents expressed great interest in the
 project when I first explained it to them. In
 order to be sure that they understood the
 purpose of the interview, I faxed them a
 letter along with a list of questions. The
 letter described the project and promised
 full confidentiality. Without this promise, I
 believe it would have been impossible to
 have had any interesting interviews. I also
 promised to leave respondents in charge of
 the interview, which in practice I did. I
 asked few questions and asked for com-
 ments on economic theories only rarely and
 at the end of interviews. I found from expe-
 rience that too persistent questioning and
 asking for reactions to economic theories
 tended to exasperate and confuse respon-
 dents and to lead to contradictory answers.
 A disadvantage of my interviewing style was
 that not all respondents answered the same

 questions, which complicates analysis of
 what was said. An advantage was that re-
 spondents gave a great deal of detail and
 often spoke with what seemed to be aston-
 ishing candor.

 All but six of the interviews were in-
 person, taking place in respondents offices
 or over a meal. The six other interviews
 were by telephone. Interviews lasted from
 one to more than five hours, an average one
 lasting about one and a half hours. Records
 were kept by taking notes, which were ex-
 panded and typed up as soon as possible,
 while memories were fresh. I did not tape-
 record interviews, for I thought the recorder
 might frighten respondents. Also, I did not
 want to have any record of illegal activities
 that might be mentioned.

 II. The Sample

 There were 334 interviews with 372 peo-
 ple, there having been more than one re-
 spondent at some interviews. The interview-
 ing was done from April 1, 1992 to April 20,
 1994, though only eight interviews were
 made after July 1993. Of the interviews, 258
 were with people in companies, 15 were
 with headhunters or professional recruiters,
 26 were with counselors of the unemployed,
 18 were with labor leaders, 4 were with
 labor lawyers, and 13 were with manage-
 ment consultants. I wanted to interview
 workers themselves but did not dare request
 to do so, out of fear that questions about
 reactions to hypothetical pay cuts would
 provoke suspicion and unrest within compa-
 nies.

 Most of the interviews took place in Con-
 necticut, though 24 interviews with busi-
 nesspeople and one with a labor leader took
 place in nearby states. The people inter-
 viewed in companies were usually the own-
 ers or presidents of smaller companies,
 human-resource executives or managers in
 larger companies, and owners or general
 managers of stores and restaurants. The
 counselors of the unemployed included
 counselors and managers in outplacement
 companies, in state and local government
 employment offices, and in privately run
 employment offices. The counselors also in-
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 cluded volunteer leaders of support groups
 for unemployed people. Of the interviews
 with people in companies, about 45 percent
 were with manufacturing companies, and
 the rest were in companies in construction,
 retail and wholesale trade, transportation,
 banking, insurance, financial trading compa-
 nies, publishing, professional services, and
 miscellaneous other services. The compa-
 nies or company units studied varied in size
 from just a few employees to more than
 100,000, with 24 percent of the companies
 having more than 1,000 employees and 30
 percent of the companies having fewer than
 50 employees.

 I am presently writing a book reporting
 on the survey. What follows is a summary of
 conclusions.

 III. Main Conclusions

 In economics, it is normally assumed that
 people are entirely selfish and must be ei-
 ther coerced or bribed into performing tasks.
 However, the main causes of downward
 wage rigidity have to do with employers'
 belief that other motivators are necessary,
 which are best thought of as having to do
 with generosity. Employers want their work-
 ers to identify with the objectives of the
 organization and to cooperate in good spirit
 with coworkers and supervisors. Good man-
 agement practice uses punishment largely
 as a way to weed out bad characters and
 incompetents and to protect the group from
 malefactors. Many managers stress that
 punishment should rarely be used as a way
 to obtain cooperation. Good practice also
 offers financial rewards for good perfor-
 mance, when possible, but these rewards
 and employees' goodwill are thought of as
 mutually reenforcing. Managers claim that
 workers have so many opportunities to take
 advantage of employers that it is not wise to
 depend on coercion and financial incentives
 alone as motivators. Also, employers want
 workers to operate autonomously, show ini-
 tiative, and use their imagination while
 working, and workers who are scared or
 disheartened do not do these things. All
 these matters of the spirit are referred to as
 good morale. Employers do not require that

 workers enjoy their work, it being recog-
 nized that many jobs are boring and un-
 pleasant. Good morale implies a willingness
 to make personal sacrifices for the good of
 the organization. It is thought to be highly
 desirable that workers be happy in some
 broad sense. Happiness is thought to be
 especially desirable in people who have con-
 tact with the public, such as clerks or sales-
 people.

 An explanation of downward wage rigid-
 ity must explain why the wages of both
 existing and new employees do not decline
 when there is high unemployment. Employ-
 ers resist cutting pay of existing employees
 largely out of fear that the shock of a re-
 duced living standard and the insult implied
 by lower pay would cause workers to lose
 their allegiance to the organization, which
 might eventually disintegrate as a result.
 Most employers did not assert that bad
 morale would have much immediate impact
 on productivity in a mechanical sense. They
 seemed to have in mind the long-run effect
 on the cohesion of the organization. Em-
 ployers' concerns about the effects of pay
 cuts may be exaggerated, for the effects
 described of actual pay cuts were not very
 bad in most cases. However, this observa-
 tion may be the result of selection bias, cuts
 having been made only when there was rea-
 son to believe they would succeed.

 When employers do not cut the pay of
 existing employees, they resist cutting that
 of new hires mainly because they believe
 new workers would resent being paid on a
 lower scale than workers hired earlier, lead-
 ing to problems of bad morale which could
 infect the entire organization.

 In some types of work, little discontent is
 caused by cutting the pay of new hires while
 leaving the pay of existing employees intact.
 The common features of these types of work
 are that many of the employees work part-
 time and turnover is high. In such jobs,
 workers have relatively little contact with
 each other and do not think of their jobs as
 careers, so that internal pay comparisons
 are not as important as in other jobs, and
 employers feel comparatively free to reduce
 hiring pay as the labor market weakens.
 They do not feel free, however, to reduce
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 the pay of existing employees. Such high-
 turnover jobs may be termed the "sec-
 ondary labor market." It includes the hourly
 staff of security-guard services and janitorial
 services and the floor staff of fast-food
 restaurants and some types of stores, such
 as supermarkets and low-priced department
 stores. There also seems to be relatively
 little resistance to decreases in the pay of
 workers hired temporarily through agencies.

 Most employers do not consider pay cuts
 or reduced hours to be useful alternatives to
 layoffs, for they believe that the resulting
 decrease in workers' living standards would
 be too harmful to morale. Layoffs also have
 a bad effect on morale, but this effect is
 believed to be temporary. The effect of lay-
 offs is to remove the victims of economizing
 measures from the organization. Those who
 remain are soon able to carry on in good
 spirits, if it is believed that there is no
 short-term danger of further layoffs.

 These conclusions do not apply if moder-
 ate pay cuts could avoid a large number of
 layoffs. This circumstance arises when a pay
 cut could keep a company in operation or
 when the product market is very competi-
 tive, so that product price reductions made
 possible by pay cuts would have a large
 impact on the quantity of product sold. In
 such situations, pay cuts are more easily
 accepted by the work force than otherwise,
 though employers may nevertheless be re-
 luctant to undertake them.

 Most employers and labor leaders inter-
 viewed believed that pay cuts would not
 have a significant impact on their firms em-
 ployment, at least in the time horizon rele-
 vant for layoff decisions. Such employers
 explained that they had market power in
 product markets and that production labor
 costs were a small fraction of total sales, a
 large fraction being accounted for by mate-
 rials and supplies. The wages and salaries of
 overhead workers have no impact on short-
 run marginal costs and, hence, have no
 short-term impact on sales.

 I asked many employers why they did not
 take advantage of the recession to reduce
 labor costs by replacing all or part of their
 work force with cheaper new hires drawn
 from the unemployed. The main reason

 cited for not replacing a part of the work
 force was that doing so would damage
 morale. Many employers, however, did take
 advantage of the recession to lay off less
 productive workers, with the intention of
 replacing them later by new hires. The main
 reason given for not replacing entire work
 forces was the cost involved in finding and
 training new workers. Companies do re-
 place work forces when breaking strikes or
 when they move their facilities to regions or
 countries with lower labor costs. The sav-
 ings to be had by replacing workers locally
 do not seem to have been large enough
 during the recession to offset the cost of the
 loss of skills.

 It is natural to ask why unemployed work-
 ers do not find jobs quickly, even if wages
 and salaries are downwardly rigid. Cannot
 workers find jobs almost immediately simply
 by accepting sufficiently low pay? Perhaps
 the clearest regularity of the survey was that
 large classes of unemployed workers find it
 very difficult to obtain work paying substan-
 tially less than what they earned before,
 unless they take temporary jobs or low-
 paying jobs in the secondary labor market.
 Most employers offering good permanent
 jobs shun workers who earned significantly
 more previously, significantly meaning
 20-30-percent more. Employers label such
 workers as overqualified and fear that they
 will be discontent, be a threat to their su-
 pervisors, and above all, will leave as soon
 as they find better jobs. There are some
 categories of firms or jobs where overquali-
 fication is not considered to be a disadvan-
 tage. Firms that are growing rapidly can
 hope soon to promote the overqualified and
 so welcome them. There is little resistance
 to hiring overqualified people for jobs where
 there is rapid turnover, since the turnover is
 unavoidable in any case. Overqualification
 is nearly irrelevant in the market for tempo-
 rary labor and is of reduced importance in
 the secondary labor market.

 Thus, the overqualification phenomenon
 occurs at all levels of the labor market ex-
 cept among the lowest paid. Because of it,
 unemployed job-seekers have the choice be-
 tween joining the queue for jobs for which
 they are nearly exactly qualified or joining
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 the somewhat shorter queue for temporary
 or low-paid work. The disadvantage of the
 latter choice is that taking a stopgap job
 distracts from search for a better one, for
 joining the queue for a type of work means
 searching intensely for it. It was not clear
 how many chose the alternative of stopgap
 work, but it seemed that many did. Many of
 those who did not do so took a long time to
 find work, for few jobs were available for
 which they were nearly exactly qualified.

 In many macroeconomic models, it is pos-
 sible to explain a connection between aggre-
 gate demand and employment only if the
 rigidities in wages and salaries are nominal
 rather than real. It is not possible to say
 that downward wage rigidities are either
 clearly nominal or clearly real. Wages are
 nominally rigid to some extent, because
 nominal wage cuts are resented as insults.
 Real wages are somewhat downwardly flex-
 ible in that employees tolerate slow diminu-
 tion of real wages resulting from nominal
 wage increases slightly less than inflation.
 However, real wages seemed to be down-
 wardly rigid in that employers claimed that
 in the past they had offset rapid inflation
 through pay increases, because they be-
 lieved that morale would suffer if real wages
 were allowed to deteriorate quickly.

 IV. Corroboration

 Some of the main conclusions are consis-
 tent with the findings of other surveys. Roger
 Kaufman (1984) also found that business-
 people cite worries about morale as the
 primary reason for not cutting pay. Evi-
 dence of these concerns were also found by
 Richard Lester (1948), Charles Myers and
 George Schultz (1951), Lloyd Reynolds
 (1951), and Alan Blinder and Don Choi
 (1990), though these authors did not focus
 on the issue of downward pay rigidity. David
 Levine (1993) found that compensation ex-
 ecutives stressed the importance of fairness
 in pay-setting. Harold Sheppard and Harvey
 Belitsky (1966), William W. Daniel (1974,
 1990), Michael White (1983), and many oth-

 ers have documented the difficulties the un-
 employed have in finding work. No one, so
 far as I know, has documented in detail the
 overqualification phenomenon. I know of
 only one reference to this phenomenon, this
 being in Stephen Wood (1986). Nor have I
 yet found a reference to the greater down-
 ward flexibility of pay in the secondary labor
 market.

 REFERENCES

 Blinder, Alan S. and Choi, Don H. "A Shred of
 Evidence on Theories of Wage
 Stickiness." Quarterly Journal of Eco-
 nomics, November 1990, 105(4),
 pp. 1003-15.

 Daniel, W. W. A national survey of the unem-
 ployed. London: Political and Economic
 Planning, 1974.

 _ . The unemployed flow. London: Pol-
 icy Studies Institute, 1990.

 Kaufman, Roger. "On Wage Stickiness in
 Britain's Competitive Sector." British
 Journal of Industrial Relations, March
 1984, 22(1), pp. 101-12.

 Lester, Richard A. Company wage policies.
 Princeton, NJ: Industrial Relations Sec-
 tion, Princeton University, 1948.

 Levine, David. "Fairness, Markets, and Abil-
 ity to Pay: Evidence from Compensation
 Executives." American Economic Review,
 December 1993, 83(5), pp. 1241-59.

 Myers, Charles A. and Schultz, George P. The
 dynamics of a labor market. New York:
 Prentice-Hall, 1951.

 Reynolds, Lloyd. The structure of labor mar-
 kets. New York: Harper, 1951.

 Sheppard, Harold L. and Belitsky, A. Harvey.
 The job hunt. Baltimore, MD: Johns Hop-
 kins University Press, 1966.

 White, Michael. Long-term unemployment and
 labour markets. London: Policy Studies
 Institute, 1983.

 Wood, Stephen. "Recruitment Systems and
 the Recession." British Journal of Indus-
 trial Relations, March 1986, 24(1),
 pp. 103-20.

This content downloaded from 
�������������134.91.40.62 on Mon, 10 Feb 2025 14:35:58 UTC�������������� 

All use subject to https://about.jstor.org/terms


	Contents
	image 1
	image 2
	image 3
	image 4
	image 5

	Issue Table of Contents
	The American Economic Review, Vol. 85, No. 2, May, 1995
	Front Matter [pp.  i - vi]
	Editors' Introduction [p.  vii]
	Foreword [p.  viii]
	Richard T. Ely Lecture
	Economics in Action: Ideas, Institutions, Policies [pp.  1 - 8]

	The End of the Middle Way? The Large Welfare States of Europe
	Hazardous Welfare-State Dynamics [pp.  9 - 15]
	The Large Welfare State as a System [pp.  16 - 21]
	The Devolution of the Nordic and Teutonic Economies [pp.  22 - 27]

	The Economics of Health and Health Care
	The Economics of Health and Health Care: What Have We Learned? What Have I Learned? [pp.  28 - 31]
	The Cost and Financing of Health Care [pp.  32 - 37]
	Uncertainty, Health-Care Technologies, and Health-Care Choices [pp.  38 - 44]
	Public Policies and Private Anti-Health Behavior [pp.  45 - 49]

	The Origin and Regulation of Health Risk
	Carcinogen Regulation: Risk Characteristics and the Synthetic Risk Bias [pp.  50 - 54]
	Wages, Workers' Compensation Benefits, and Drug Use: Indirect Evidence of the Effect of Drugs on Workplace Accidents [pp.  55 - 60]
	Risks to Selves, Risks to Others [pp.  61 - 66]

	Economic Analysis of the Regulation of Safety and Health
	Safety at What Price? [pp.  67 - 71]
	Rationalizing Observed Health and Safety Legislation: A Pascalian Approach [pp.  72 - 76]
	The Cost of Medical Progress [pp.  77 - 80]
	The Effectiveness of Seat-Belt Legislation in Reducing Injury Rates in Texas [pp.  81 - 84]

	Information, Educating, and Marketing in Health Care
	The State Antismoking Campaign and the Industry Response: The Effects of Advertising on Cigarette Consumption in California [pp.  85 - 90]
	Information and Advertising: The Case of Fat Consumption in the United States [pp.  91 - 95]
	Regulating Information About Aspirin and the Prevention of Heart Attack [pp.  96 - 99]
	Information, Marketing, and Pricing in the U.S. Antiulcer Drug Market [pp.  100 - 105]

	Incentives and the Demand for Health Services
	Physician Payments and Infant Mortality: Evidence from Medicaid Fee Policy [pp.  106 - 111]
	Significance of Underclass Residence on the Stage of Breast or Cervical Cancer Diagnosis [pp.  112 - 116]
	The Time and Monetary Costs of Outpatient Care for Children [pp.  117 - 121]
	Estimating the Moral-Hazard Effect of Supplemental Medical Insurance in the Demand for Prescription Drugs by the Elderly [pp.  122 - 126]

	Implications of Health and Welfare Reform for the Black Community
	An Assessment of Health-Care Expenditures Within and Across Racial and Ethnic Groups [pp.  127 - 131]
	Prenatal Care Demand and Birthweight Production of Black Mothers [pp.  132 - 137]
	What Cost Savings Could Be Realized by Shifting Patterns of Use from Hospital Emergency Rooms to Primary Care Sites? [pp.  138 - 142]
	Occupational Mobility and Post-1964 Earnings Gains by Black Women [pp.  143 - 147]

	Household Savings and Human Investment Behavior in Development
	Nutrition and Health Investment [pp.  148 - 152]
	Why Are There Returns to Schooling? [pp.  153 - 158]
	Explaining Household Vulnerability to Idiosyncratic Income Shocks [pp.  159 - 164]

	Lessons from the Tax Reforms of the 1980's
	Tax Projections and the Budget: Lessons from the 1980's [pp.  165 - 169]
	Behavioral Responses to Tax Rates: Evidence from the Tax Reform Act of 1986 [pp.  170 - 174]
	Income Creation or Income Shifting? Behavioral Responses to the Tax Reform Act of 1986 [pp.  175 - 180]

	Rhetoric and Economic Behavior
	Conversation, Information, and Herd Behavior [pp.  181 - 185]
	Talk is Cheap [pp.  186 - 190]
	One Quarter of GDP is Persuasion [pp.  191 - 195]

	How Independent Should the Central Bank Be?
	Independent Central Banks: Low Inflation at No Cost? [pp.  196 - 200]
	Central-Bank Independence Revisited [pp.  201 - 206]
	Two Fallacies Concerning Central-Bank Independence [pp.  207 - 211]

	Structural Slumps and Persistent Unemployment
	Structural Unemployment: Spain versus Portugal [pp.  212 - 218]
	Labor-Market Adjustments and the Persistence of Unemployment [pp.  219 - 225]
	The Structuralist Theory of Employment [pp.  226 - 231]

	Reexamining Methods of Estimating Minimum-Wage Effects
	Employment and the 1990-1991 Minimum-Wage Hike [pp.  232 - 237]
	Time-Series Minimum-Wage Studies: A Meta-analysis [pp.  238 - 243]
	Minimum-Wage Effects on School and Work Transitions of Teenagers [pp.  244 - 249]

	Unconventional Views of Labor Markets
	A Depressed Labor Market as Explained by Participants [pp.  250 - 254]
	Internal Labor Markets: Too Many Theories, Too Few Facts [pp.  255 - 259]
	A Jobs-Based Analysis of Labor Markets [pp.  260 - 265]

	Women in the Labor Force
	Family, Work, and Welfare History: Work and Welfare Outcomes [pp.  266 - 270]
	The Effectiveness of Child-Care Subsidies in Encouraging the Welfare-to-Work Transition of Low-Income Single Mothers [pp.  271 - 275]
	The Probability of Receiving Benefits at Different Hours of Work [pp.  276 - 280]

	Economic Evolution with Market Frictions
	Buyers and Sellers: Should I Stay or Should I Go? [pp.  281 - 286]
	Valuation Equilibria with Transactions Costs [pp.  287 - 290]
	R&D in a Model of Search and Growth [pp.  291 - 295]

	International Location of Economic Activity
	Economic Integration and the Location of Firms [pp.  296 - 300]
	Uninsurable Shocks and International Income Convergence [pp.  301 - 306]
	Economic Integration: Conflict versus Cohesion [pp.  307 - 311]
	Resisting Migration: Wage Rigidity and Income Distribution [pp.  312 - 316]

	Historical Perspectives on International Institutions
	Is There a Good Case for a New Bretton Woods International Monetary System? [pp.  317 - 322]
	The GATT in Historical Perspective [pp.  323 - 328]
	The World Bank in Historical Perspective [pp.  329 - 334]

	Better Learning from Better Management: How to Improve the Principles of Economics Course
	Does Who Teaches Principles of Economics Matter? [pp.  335 - 338]
	Reallocating Content Coverage in Principles of Microeconomics to Increase Student Learning [pp.  339 - 342]
	The Effects of Attendance on Student Learning in Principles of Economics [pp.  343 - 346]
	Does Pedagogy Vary with Class Size in Introductory Economics? [pp.  347 - 351]

	Race and Gender in Economics 101
	Macroeconomics and Discrimination in Teaching [pp.  352 - 356]
	The Study of Economics: A Feminist Critique [pp.  357 - 361]
	Attracting "Otherwise Bright Students" to Economics 101 [pp.  362 - 366]
	Using Alternative Paradigms to Teach About Race and Gender: A Critical Thinking Approach to Introductory Economics [pp.  367 - 371]

	Fiscal Problems of Cities
	Michigan's Recent School Finance Reforms: A Preliminary Report [pp.  372 - 377]
	How to Have a Fiscal Crisis: Lessons from Philadelphia [pp.  378 - 383]
	The Effect of Property-Tax Limits on Wages and Employment in the Local Public Sector [pp.  384 - 389]

	Capital Structure and Product-Market Behavior
	Liquidity Constraints and the Cyclical Behavior of Markups [pp.  390 - 396]
	Bankruptcy and Pricing Behavior in U.S. Airline Markets [pp.  397 - 402]
	Capital Structure and Product-Market Rivalry: How Do We Reconcile Theory and Evidence? [pp.  403 - 408]

	The Effect of Institutions on Economic Behavior
	Quality-Adjusted Cost Functions for Child-Care Centers [pp.  409 - 413]
	The Dynamics of Domestic Violence [pp.  414 - 418]
	Economic Effects of Quality Regulations in the Day-Care Industry [pp.  419 - 424]
	Do Job Rights Govern Employment Patterns in Transition Economies? [pp.  425 - 431]

	Theory of Contracts
	Incomplete Contracts and the Governance of Complex Contractual Relationships [pp.  432 - 436]
	On Strategic Commitment: Contracting versus Investment [pp.  437 - 441]
	Collusive Auditors [pp.  442 - 446]
	Risk Preferences and the Economics of Contracts [pp.  447 - 451]

	Proceedings of the Hundred and Seventh Annual Meeting [pp.  453 - 500]
	Back Matter [pp.  i - xxviii]



