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Eurozone or EU Budget? Confronting a Complex Political Question

Guntram B. Wolff

The European Commission reflection paper is the latest document to ponder a distinction between EU and euro-area
budgets. But do we need to split the two, and what would each budget be used for? In this post, I present an
analytical framework for assessing this ultimately political question. In particular, I discuss the role that
a European budget can play and to what extent these roles need to be fulfilled at the European level or rather
at the level of the euro area. This debate relates to the original distribution of government functions as defined
in Musgrave (1959). The EU will have to clarify which government functions it wants to pursue and which ones

shall remain a responsibility of EU member states.

Keywords European Union, Euro area, EU budget, Public Finance, Fiscal Policy
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Banking Sector, Financial Integration, and Monetary Policy in the Euro Area
in the Context of the Financial and Sovereign Debt Crisis

Agata Wierzbowska

The aim of this paper is to understand how the financial and sovereign debt crisis have affected financial
integration in the euro area. Specifically, it studies the changes in the efficacy of the monetary transmission

mechanism based on an analysis of monetary policy pass—through to retail bank lending rates. The main results



imply that sovereign debt tensions in the euro area had a negative impact on the extent to which common monetary
policy can affect interest rates on lending to non—financial corporations, and substantially increased the
dispersion of monetary policy effects. At least part of that result might be explained by the increased strength

and diversity of the influence of each country’ s government bond yields and macroeconomic factors.
Keywords Financial integration, Pass—through, Monetary policy, Bank interest rates, Euro area
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Meiji Era Local Government
Masashi Nishikawa
Masayoshi Hayashi

Eric Weese
We provide an English language introduction to the local government system in Meiji Japan. At the municipal
level, this system was characterized by proportional taxation, very limited intergovernmental transfers, and

electoral rules that gave substantial extra weight to the elite
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Procurement Auctions with the Possibility of Corruption

Shinya Horie

This paper considers a first—price procurement auction with two contractors where there is a positive
probability that the government official revises the bid of the favored contractor after all contractors submit
their bids. Being cautious to the possibility of corruption makes the disadvantaged contractor bid more
aggressively than when there is no possibility of corruption, whereas the advantaged contractor preserves its
aggressiveness since corruption may not be practiced. The disadvantaged contractor’ s aggressive bidding creates
the case where corruption is not practiced and the disadvantaged contractor with higher costs wins the auction

which is inefficient in allocation

Keywords Procurement auctions, Corruption, Right of first refusal
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Determinants of Household Education Expenditure by Category in Vietnam
Viriyasack Sisouphanthong

Keiichi Ogawa

Household’ s expenditure plays a significant role in financing the education sector. Several studies show

the determinants on the educational expenditure ; however, they usually show the impact of the determinants

on the total amount, not by categories of the expenditure. Therefore, this study assessed the determinants of

the educational expenditure by category. This study employed an econometric approach using the data of Vietnam

household in 2012. The results confirm the findings in literature and demonstrate the various effects of

determinants on several categories of education expenditure

Keywords Household Expenditure, Education Finance, Vietnam
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