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sides. Making use of an analytical framework of a two-stage game and the
dynamic partial equilibrium tradeoff model, this paper deduces a society’s
optimal duration of leader position from the interaction between personal in-
come maximization and total social surplus maximization, In our dynamic
partial equilibrium tradeoff model, the level of individual investment is an in-
side outcome of the leader position system.

Key words: duration of leader position; incentive; efficiency loss;

tradeoff (FEmE A—-hH)
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Capital Account, De Jure Exchange Rate Regimes,
and De Facto Exchange Rate Regimes

ZHOU Ji-zhong

(School of Finance yShanghat University of
Finance and Economics , Shanghat 200433,China )

Abstract; This paper provides an empirical analysis of the joint determi-
nation of capital account openness and discrepancies between de jure and de
facto exchange rate regimes. For a large sample of industrial and developing
countries during the post-Bretton-Woods era, we construct an ordered index
to measure capital account openness. While de jure exchange rate regimes
are classified by the IMF, de facto regimes are classified by Levy— Yeyati
and Sturzenegger or by Reinhart and Rogoff. The cross distribution between
capital account openness and regime discrepancies implies strong interactions
between them. We adopt a simultaneous equations model to allow mutual
endogeneity of capital account openness and regime discrepancies. We find
significant influences from decisions about capital account openness on those
about regime discrepancies. The influences of regime discrepancies on capital
account openness are often ignorable. We also find strong true state depend-
ence in the decision-making process concerning both capital account openness
and regime discrepancies.

Key words; capital account openness; de jure exchange rate regimes; de
facto exchange rate regimes; state dependence (F4E44E B —-t)
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