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ABSTRACT 
The notions of human capital and growth have been debated for a long 

time in economic literature. The limits of these concepts are generally 
recognised. In fact, recently, there has been an attempt to articulate a more 
extensive definition of “human capital” by considering all the attributes 
embodied in individuals that are relevant to economic activity. On the other 
hand, the GDP growth rate has been included into the Human Development 
Index, taking into account different aspects of development such as life 
expectation, literacy and health. 

Nevertheless, the evolution of the definitions of human capital and growth 
is in some way restricted to their economic meaning, neglecting the intrinsic 
complexity of concepts demanding an in-depth re-examination of their social, 
cultural, and historical value.   

Using an interdisciplinary approach, this paper focuses on the conceptual 
meaning of progress. Progress was considered as the economic, social, and 
cultural evolution of a country. The idea of evolution has ancient roots and is 
subjective. In economic and social terms, evolution may be deemed as the path 
human beings follow towards freedom. Since the earliest times, humanity has 
been fighting against poverty, scarcity of resources, disease, abuse of power by 
a group, environmental disaster. 

In order to give a more complex definition of progress entailing the idea 
that freedom is its driving force, we used the main concepts of institutional and 
evolutionary economics. Highlighting the contributions of the best Old 
Institutionalists (Veblen, Commons, Dewey, and Ayres), we introduced two 
alternative notions: “knowledge” in place of human capital and “progress” 
instead of economic growth. Local knowledge is the most important factor of 

“There is nothing more difficult to plan, more 
doubtful of success, nor more dangerous to manage 
than the creation of a new system. 
For the initiator has the enmity of all who would 
profit by the preservation of the old system, and 
merely lukewarm defenders in those who should gain 
by the new one” 

Il Principe (1513), Niccolò Machiavelli 



development, while, on the other hand, the model of ongoing institutional 
change is the “alarm bell” for progress or stagnation.  

In this way, institutional change towards freedom and the providing of 
incentives for progressive forces become a proxy for the level of cultural, social, 
and economic progress reached by a society. Progressive forces may grow in 
societies where there are no barriers to the free exchange of opinions and 
knowledge and where education and training systems are conceived to create 
autonomous people. The enemy of progressive forces are “ceremonial 
institutions”, that is institutions opposing any kind of renewal.  

Using the available data, we showed that the GDP growth rate is not 
necessarily a factor of human life satisfaction and that it does not necessarily 
improve the quality of life. We compared some European Countries to 
demonstrate that there is no clear-cut link between material wealth and the 
quality of life. Instead, at a given level of material wealth, the freedom of choice 
and the governance indicators seem much more correlated to life satisfaction.   

Finally, utilizing the Veblen’s notion of “recursive causality”, we highlighted 
that it is possible for policy makers to foster a given institutional context rather 
than an alternative one. Therefore, it is possible that the culture of “GDP 
growth” has influenced institutions and has created a number of problems 
(pollution, social distrust, social immobility, life dissatisfaction, corruption, and 
rent-seeking) which emerged in the recent financial and economic crisis. 

Keywords: human capital, growth, institutional economics. 

JEL codes: J24, J31, O3, B52. 
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1 HUMAN CAPITAL: AN INSTITUTIONAL ECONOMICS 
PERSPECTIVE 

In economic literature, human capital is one of the most important 
determinants of growth. 

In the 1960s, there was a flourishing of studies on “human capital” 
(Schultz, 1961; Becker, 1964; Kiker, 1966), mainly defined as “the aggregation 
of investments in education and job training, that improve individuals’ 
productivity in the labour market”. 

Since factors different from accumulated knowledge, training and ability 
may affect the income profile, the validity of the Becker-Mincer human capital 
approach has been widely verified. To do so very sophisticated statistical and 
econometric instruments were used1. Nevertheless, we may conclude that there 
is no generally accepted answer to the question concerning the reasons for 
wage differentials.  

Every society aspires to have a more highly educated population, given 
the positive externalities that this generates. The core premise of the reasoning 
is that “The structures of physical, human, and social capital constrain future 
production, and wealth is always and everywhere a ‘residuum of past activities’ 
” (Mises L., 1996). 

The Old Institutional Economics, in general, recognised the importance of 
knowledge for the progress of societies, but did not term it “human capital”.  

Actually, the Old Institutional Economics2 rejected the use of the term 
“capital”, with the meaning of stock, wealth, and goods and, in particular, its 
association with “social terms”3. Following that reasoning, it is not correct to link 
the term “capital” to too many different concepts: physical assets, financial 
assets, specific social relations, or non-monetary entities. On the other hand, 

                                                  
1  For a review of the literature on human capital see: Bottone, G. (2008), “Human Capital: An Institutional 

Economics point of view”, ISAE Working Papers, n. 107, December.  
2  The Old Institutional Economics has its roots in the philosophical school of pragmatism, originated in 

the late nineteenth century with Charles Peirce, William James, and John Dewey. Pragmatists consider 
practical consequences or real effects to be vital components of both meaning and truth (Wikipedia, 
http://en.wikipedia.org/wiki/Pragmatism). 

3  Despite criticisms, ‘capital’ has today become a very popular term among social scientists, especially 
when promiscuously combined with different adjectives. Theorists from various perspectives – 
including sociologists keen to emulate economics – have discovered ‘personal capital’ (Dei Ottati, 
1994; Becker, 1996), ‘linguistic and cultural capital’ (Bourdieu, 1977), ‘symbolic capital’ (Bourdieu, 
1990), ‘political, social and cultural capital’ (Mouzelis, 1995), ‘organizational capital’ (Tomer, 1987), 
‘cognitive capital’ (Rescher, 1989), ‘environmental capital’ (Hartwick, 1991), and even ‘self-command 
capital’ (Lindenberg, 1993). 
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those who emphasize the importance of historical and institutional features for 
economics have questioned this misleading attitude (Hodgson, 2001).  

During the 1960s and 1970s, a debate arose on the meaning of the word 
“capital” (Harcourt, 1982). Since then, economists have been trying to define 
the term “capital” more correctly.  

Joan Robinson (1979) stated that the term capital should be applied only 
to financial assets. 

Frank Fetter4 was one of the staunchest authors against the use of the 
term capital. He also gave an interesting historical derivation of this word 
(Quoted by Hodgson, 2008a): 

 

Thus the business as a whole might be thought of either as the sum or fund 
of purchasing power invested, or as the mass of goods which, although not 
bought with borrowed funds, embodied the owner’s business fund. 
These two types of capital concepts are so distinctive in essential thought 
and practical application that confusion inevitably resulted from the use of 
one word to designate both. This confusion occurred not later than the early 
years of the seventeenth century, when Cotgrave defined capital in 1611 as 
‘wealth, worth; a stock, a man’s principal, or chief, substance.’ Here the 
idea of ‘worth,’ implying a valuation, is thoroughly mixed with that of 
substance, no doubt in the sense of material things in possession. ‘Capital’ 
thus used is a superfluous and confusing synonym of wealth, goods and 
stock (Quoted by Hodgson, 2008a). 

 

Notwithstanding the wide debate, “capital” is still utilized to denote the 
stock or reserve of any element. Probably, in spite of the initial definition of 
capital as the accumulation of financial assets, the enlargement of its meaning 
is the result of the economic-driven thought whereby every phenomenon must 
be explained in economic terms (Hodgson, 2001). 

Economic theory would be more transparent if notions were more 
precisely named according to their nature: 

 
Physical objects of value are not capital, being sufficiently designated as 
goods, wealth or agents (Quoted by Hodgson, 2008a). 
 
The link between the two words “human” and “capital”, so successful in 

economic literature, seems particularly strident. It is not clear whether it refers to 

                                                  
4  Frank Albert Fetter (born 8 March 1863 – died 21 March 1949) was an American economist of the 

Austrian School. Fetter's treatise, The Principles of Economics, contributed to increase American 
interest in the Austrian School. 
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the stock of human beings, considered only as production factors, or to the 
stock of a number of attributes, particularly difficult to specify, which render 
individuals more productive. In the Institutional Economics thought, labour is a 
factor of production. Moreover, knowledge, in general, and not only education 
and training, is conceptually analysed. In the following paragraphs, a brief 
review of the Old Institutionalists’ description of knowledge is presented. 

Ayres (1962) opposed the conventional economic tendency to explain the 
notion of value in terms of price system, equilibrium, and “utility”. He introduced 
the idea of “social medium”: the environment in which an individual lives and 
where his/her utility is determined5.  

According to Ayres (1962), the evolution of human beings has been 
guided by two main forces: …one progressive, dynamic, productive of 
cumulative change; the other counter-progressive, static, inhibitory of change. 
In Toward a Reasonable Society (1961), he explained the coexistence of 
scientific (objective) knowledge and socially accepted values rooted in 
traditions, beliefs, and customs. He considered technology to be a progressive 
force inducing human beings to use new instruments. Ceremonial institutions 
are antagonistic to technological change and protect themselves by social 
stratification, conventions or customs and ideology (Ayres, 1962). The 
accumulation of knowledge is therefore important not only for individuals but for 
the society as a whole because it nourishes progressive forces.  

Commons (1913) described labour as the principal wealth of a nation. He 
always used the term “labour” and never the term “human capital”. He warned 
that human beings, and not money or commodities, are the real measure of 
prosperity of a nation.  

In his opinion, firms had the necessity to create a separation between 
“brain” and “hands” of low-skilled workers, as they only need workmanship. 
Therefore, workers’ need for education had to be found outside the firms: What 
is the part that industrial education should perform in preventing vagrancy, 
irregular employment, and pauperism? Before we can answer the question, we 
need to know what kind of industrial education we mean, and what kind of 
industry it is that needs this education (Commons, J. R., 1913).   

At the beginning of the industrial revolution, workers were not educated. 
Consequently, Commons (1913) wondered what kind of education (academic or 
practical) was necessary to educate workers. His answer was that society 
requires universal education in order that “every boy and girl become a 

                                                  
5  Human capital investment implies, without any doubt, a financial investment. Every financial investment 

should gain an interest, but, in this case, the return is not assured as it depends upon the institutional 
context (wage bargaining, income structure…). 



9 

business man… an intelligent worker…a citizen… and must protect his health. 
All these requirements are common to all occupations, yet no occupation of 
modern industry teaches them”. He emphasised the importance of education in 
preventing mental degradation, irregular work, underpaid work or pauperism, 
and in creating autonomous people. Having analysed the facts – that is, the 
situation of the labour market in Wisconsin at the beginning of the twentieth 
century – he anticipated the concept and underlined the importance of 
education externalities for social and economic progress, rather than for 
increasing wages. On the contrary, he observed that workers are able to 
acquire stronger and stronger ability in manual jobs6. Consequentially, they can 
continually change job and earn higher wages as time goes by. Thus, they do 
not need further general education to increase their earnings7. 

Veblen (1919) affirmed that production was not only the outcome of capital 
and labour, as owned factors of production, but also of “accumulated, habitual 
knowledge developed and transmitted in social groups”. This simple practice 
can be observed among human beings since prehistoric times.  

Despite the literature on human capital, Old Institutionalists focus in 
particular on the notion of institutionalised knowledge. Therefore, we 
concentrated our attention upon the more general concept of knowledge, 
including all the acquisitions by formal and informal organisms (Hayek, 1988). 
Knowledge is the tool necessary to develop capabilities. In any case, the power 
and freedom of knowledge, except for the unusual and genial discoveries, can 
be exercised if the environment and the institutions make it possible. Ultimately, 
knowledge is a product of the institutions: 

 
But habits of thought are the outcome of habits of life. Whether it is 
intentionally directed to the education of individuals or not, the discipline of 
daily life acts to alter or reinforce the received institutions under which men 
live (Veblen, 1901).  
 
Considering the shortcomings of the traditional orthodox literature, we may 

suggest a more suitable expression to denote “human capital”, that is namely 
“labour quality”. The concept of quality has an intrinsic historical nature, 
because it changes over time according to the needs of societies. The 
expression “labour quality” implies the capacity of workers to produce a quality 
output in a quality-working environment. 

                                                  
6 In this way, he also anticipates the concept of Learning by Doing deepened by Arrow (1962). 
7 According to that view, Learning by Doing is the variable influencing future wages. 
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In addition, Institutional Economics has deeply dealt with the notion of 
social capital, mainly defined as a set of relations among social groups. Social 
capital, however, is directly affected by institutions. Social capital differs from 
institutions, but it is partly based on them and may contribute to their 
development (Nooteboom, B., 2007). The link among institutions, social capital 
and knowledge can be described as follows: 

 
 
 
 INSTITUTIONS SOCIAL CAPITAL 

 
 
 
 
 
 

KNOWLEDGE 
 
 
 
The process of “recursive causality” (Veblen, 1909) determines that 

knowledge is not an input but rather an output of institutions and social capital, 
while in turn the latter affect the former. The kind of knowledge built in the 
society according to the institutional framework and the social capital develops 
certain “capabilities” rather than others. The idea that institutions crystallize both 
knowledge and ignorance was already endorsed in the younger German 
Historical School and in American Institutionalism (Chavance, 2009). 

In summary, we may state that knowledge is the whole set of information 
individuals acquire from the institutional context. People are rational in the 
sense that they act in the most effective manner given the institutional context8. 

We may call “specific knowledge” the personal elaboration of the set of 
information individuals acquire from the institutional context, given a number of 
characteristics: age, country, region, family background, health, psychological 
conditions, cognitive capacities, and so on9. 

                                                  
8  For example, if corruption is generalized, people tend to have a corrupted behaviour in seeking their 

interests.  
9  The hedonic method could be a way for measuring specific knowledge; see Rosen (1974). 

INPUT 

OUTPUT 
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2 THE FORMULATION OF THE PROGRESS NOTION USING 
EVOLUTIONARY THEORY  

The reason why, in the previous paragraph, we have started the 
discussion with the traditional formulation of the human capital concept is due to 
the fact that human capital is one of the most studied determinants of growth. It 
seems, however, that both human capital and economic growth – as 
traditionally defined – cannot be useful for understanding the recent scenario10. 

Empirical analysis has shown that economic growth depends upon 
physical capital, human capital, and new technologies. Nevertheless, countries 
with similar economic characteristics grow more rapidly than others do. This 
remains an open issue11. 

Beyond the discussion on the determinants of growth, a large part of 
researchers criticised the validity of the GDP growth rate as an indicator of 
wellbeing (Layard, 2005). In addition, it has been argued that reforms aimed at 
improving economic growth may fail in the absence of an adequate institutional 
context (Rodrik, 1999)12.   

According to the recent literature (Fitoussi et al., 2008), the GDP growth 
rate, actually, is not the only parameter measuring the development of a 
country. It measures only the growth of commodities. Simon Kuznets (1934), 
the creator of the GDP, noted in his report to the US Congress that: 

 

… the welfare of a nation (could) scarcely be inferred from a measure of 
national income. 

 
Apart from the intrinsic statistical limit of the GDP, hereafter we will tackle 

the theoretical and conceptual debate. In fact, the GDP growth rate 
encompasses also negative economic activities such as the production of 
cigarettes, or highly polluting activities. Therefore, even from a strictly material 

                                                  
10  In fact, human capital does not seem to be the only wage determinant; economic growth will be 

discussed hereafter.  
11  Some empirical studies show that human capital may be the cause of different levels of economic 

growth (Drazen and Azariadis, 1990).  
12  Rodrik (1999) gives a number of examples to show that institutions matter: the failure of the Russian 

transition to a liberal system; the Asian crisis due to financial liberalization without financial regulation; 
the structural reforms in Latin American without a welfare system. 
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point of view, GDP fails to measure the genuine wealth of a nation13, if one 
considers wealth the beneficial goods and services. The cigarette industry 
distributes wages to many workers, thus producing wealth, but the damage to 
smokers and the increase in health expenditure cancel it.   

Therefore, several researchers have proposed alternative measures, 
which try: 

- to separate the positive from the negative components of economic 
activity, like for example pollution14; 

- to add non-market goods and services, like, for example, child and 
elderly care; 

- to adjust for the income distribution effects15.  

The above-mentioned valuable efforts intend to overcome the statistical 
limits of the GDP growth rate but do not question its conceptual meaning. 
Instead, the progress of a society involves many variables, including knowledge 
and institutions16: 

 
“(…) While there is evidently a strong relationship, since economic growth 
is an important means to human development, human outcomes do not 
depend on economic growth and levels of national income alone. They also 
depend on how these resources are used – whether for developing weapons 
or producing food, building palaces or providing clean water. And human 
outcomes such as democratic participation in decision-making or equal 
rights for men and women do not depend on incomes”…(Human 
Development Report 2004). 
 
In the 1990s, under the influential thought of Amartya Sen, the Human 

Development Index was constructed combining the normalized measures of life 
expectancy, literacy, educational attainment, and GDP per capita for countries 
worldwide. UNDP utilizes this index for measuring the degree of development of 

                                                  
13  It would be better to include, in the calculation of GDP, social costs and benefits in addition to private 

ones.  
14  One way to take into account positive and negative elements of economic growth is to use the Genuine 

Progress Indicator rather than GDP. For further details, see OECD (2006). 
15  These include the Measure of Economic Welfare (Nordhaus and Tobin, 1972), the Index of 

Sustainable Economic Welfare (Daly and Cobb, 1989), Redefining Progress’ more recent 
variation of ISEW, the Genuine Progress Indicator (Anielski and Rowe, 1999) and another 
variation of ISEW, the Sustainable Net Benefit Index (Lawn and Sanders 1999).  

16  In order to build effective institutions, actually, the most important resource is “local 
knowledge” (Rodrik, 1999).  
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each country. Although it is a more useful and comprehensive indicator, it looks 
only at a specific set of variables involved in the development process: incomes, 
education, and wealth.  

Using an interdisciplinary approach, in this paper the discussion has 
advanced further, focusing on the conceptual meaning of progress. The study 
defines progress as the economic, social, and cultural evolution of a country.  

The idea of evolution has ancient roots and is subjective. In economic and 
social terms, evolution may be considered the path human beings follow 
towards freedom. Since the earliest times, humanity has been fighting to free 
itself from poverty, scarcity of resources, disease, abuse of power by a group, 
environmental disaster.  

Freedom in all its dimensions is both “the primary end and the principal 
means of development” (Sen, A., 1999).  

According to the theory of human development (Inglehart, Welzel, 
Klingemann, 2003), three closely intertwined components characterise human 
development or societal progress: socioeconomic development, emancipative 
cultural value change (which we called progressive forces in the previous 
paragraph), and democratisation17. All of them contribute to determine the 
freedom of choice. 

According to Inglehart, Welzel, Klingemann (2003), the most fundamental 
question is: “What is the common denominator underlying socioeconomic 
development, emancipative value change and effective democracy?” This paper 
gives a contribution in this direction, following the Institutional Economics 
literature.  

The Institutional approach focuses primarily on how evolution takes place, 
in the form of institutional change. Some authors are directly influenced by 
Charles Darwin’s theory of evolution (Veblen, 1898)18. This attitude has been 
called “Universal Darwinism” (Dawkins, 1983)19.  

The core of Darwin’s methodology is the causal explanation. Any 
theological foundation is excluded. The evolution of species involves five 
notions: variation, inheritance, selection, time, and adaptation. Variation 
signifies that there are many different specimens in the same species and that 

                                                  
17  It is important to differentiate effective democracy from formal democracy. In the first case, you have a 

concrete chance to exercise your rights (Dewey J., 1989). 
18  An individual economic activity is a “cumulative process of adaptation of means to ends that 

cumulatively change as the process goes on, both the agent and his environment being at any point 
the outcome of the last process.” (Veblen, 1898). 

19  Before Darwin, Smith talked about a predetermined social order, but he did not explain how and why 
this occurs and evolves. 
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there are many species too. Inheritance refers to what makes similar father and 
son, without questioning if this depends upon genes or cultural traits. Selection 
means that there is a natural process leading to the survival and the evolution of 
the species having the right characteristics for a given environment. Time and 
adaptation are related to the length of the period a species, adapting itself, can 
survive in a given environment. 

According to Dewey (1916), it would be possible to apply these concepts 
to social life: 

 
Society exists through a process of transmission quite as much as biological 
life. This transmission occurs by means of communication of habits of 
doing, thinking, and feeling from the older to the younger. Without this 
communication of ideals, hopes, expectations, standards, opinions, from 
those members of society who are passing out of the group life to those who 
are coming into it, social life could not survive. If the members who 
compose a society lived on continuously, they might educate the newborn 
members, but it would be a task directed by personal interest rather than 
social need. Now it is a work of necessity …. 
 
Similarly, the transmission of habits and information comes not merely 

from the individual’s natural parents but from an indefinite number of 
“ancestors” (Hayek, 1988).  

Without dwelling on to what extent Darwinism has influenced economic 
thought (Hodgson, 2003), it seems important to debate the teleological basis of 
neoclassical thought compared to the causal foundations of Darwinism20. From 
an historical point of view, institutions act in response to the environment and 
progressive forces determine the change of general rules, imposing new rules. 
Progressive forces can be compared to the fittest species generating the 
biological evolution. In our opinion, progressive forces arise from two elements: 
the natural attitude of human beings to free themselves21 and understand life’s 
meaning and phenomena. Utilitarianism and teleology are not useful to explain 
progress. For what purpose would have Galileo Galilei affirmed a new scientific 
principle, going to prison for that? 
                                                  
20  See also Asso, P.F. and Fiorito L. (2003), “Lawrence Kelso Frank’s Proto Ayresian 

Dichotomy. A note”, Quaderni, n. 395, September, Università degli Studi di Siena, 
Dipartimento di Economia Politica. The authors examine the scarcely known Kelso’s thought, 
according to which (in America, at the beginning of the XX° century) social sciences were 
backward and inadequate as they failed to deal with real problems. Social sciences, in other 
words, were far from the scientific methods of inquiry.  

21  The attitude of human beings embodying progressive forces to free themselves generates someway a 
struggle against the surrounding environment for survival. 
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In our view, progressive forces are more than the Ayres technological 
change22, even if we are aware of the importance of scientific advancements. In 
a way, we consider progressive forces a comprehensive notion coming from 
institutional thought. In other words, they entail: 

Veblen’s dichotomy between instinct and rational behaviour (historically, 
scientific progress has been much more the result of human instinct to solve a 
problem than a rational behaviour); 

Ayres’ dichotomy between science and ceremony; 
Dewey’s focus on the importance of freedom and culture for a truly 

democratic society. 
All these authors, in any case, contributed to lay the foundations of an 

alternative theory of Economic Progress. 
As far as socio-economic studies are concerned, we concentrated mainly 

on how the environment (institutions) fosters and encourages evolution. 
It seems worthwhile to give a definition of “institution” before going on with 

the discussion. 
An institution may be formal and informal. 
Informal institutions, in a given society, are a range of social rules, 

conventions, moral values, traditions, religious beliefs, and other behavioural 
rules that have been transferred from generation to generation over time and 
have survived. If all the members of a society share them, they affect their 
behaviour (Knight, 1992). 

Formal institutions are the law, including the constitution, rules and 
organizations. As we have seen for knowledge (Fig. 1), a process of recursive 
causality determines that institutions affect economic development and 
economic development affects them (Nugent-Lin, 1995).  

Institutions – as defined above – change thanks to progressive forces23. 
Knowledge – as described in paragraph 1.2 – is the source of progressive 
forces. Institutional transformations come from a dialectic process among 
progressive forces and ceremonial attitudes24. The transformations may derive 
from formal (law, revolution) or informal changes (technology, values). 
Economic transformations are mainly generated by informal changes.  

                                                  
22  Ayres stated that “deceremonialization, deinstitutionalization, and ‘institutional 

decomposition’ can occur only if there are advances in science and technology that are so 
rapid and pervasive that more and more people become increasingly occupied, in thinking 
and doing, in activities that are devoid of ceremonial and mythological contents.” (Quoted in 
Asso, Fiorito, 2003, op. cit.). 

23  See paragraph 1, Ayres (1962). 
24 Dewey (1916), Life is a self-renewing process through action upon the environment. 
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On the other hand, institutions may survive even if they are inefficient, if 
they satisfy the goals for which they are set.  

Moreover, the literature on the relation between institutions and economic 
growth shows that the quality of institutions explains cross-country differences 
in productivity growth (Olson, 1998), as institutions affect all aspects of human 
life. The rules established for reaching a desired level of development are highly 
specific to local conditions. This entails also various ideas of development. 
When, in fact, a “manual” of neoclassical rules aimed at building a market 
society is utilized (Washington Consensus), it fails to reach its purpose. This is 
empirically proved for a number of countries (Rodrik, 1999).  

Following this reasoning, a proxy for the progress of a society may be 
institutional change aimed at freeing people from the “chains” of daily life: 
starvation, illness, family yoke, political dictatorship, corruption, violence, and 
rent-seeking. As societies develop over time, the rule system has to be 
modified. If the adjustment does not occur the development process may be 
delayed. Institutional rigidity and corruption pave the way for persistent poverty 
(Kasper, W., 1997). 

For example, historians, economists, and sociologists have underlined 
how institutions made possible the beginning and the consolidation of the 
Industrial Revolution in Europe (Kasper, 2002). 

The role of economic growth in preventing starvation is undeniable. 
Nevertheless, economic growth alone cannot guarantee freedom of choice, the 
idea of progress we are supporting. The freedom of choice is linked in particular 
to the guarantee of equal opportunities, to the level of democracy, and to the 
possibility for progressive forces to produce the change.  

A number of elements guarantee “equal opportunities” as well as the 
possibility for progressive forces to produce the change: employment policies, 
tax system, distribution choices, welfare state, lifelong learning, quality 
educational system, and developed system of communication of knowledge. 
However, other institutional characteristics are to be taken into account as well: 
corruption, absence of meritocracy, social immobility, red tape, rent-seeking, 
and all those behaviours obstructing the creation of a free cultural 
environment25.    

Finally, we may say that the level of democracy is the field where equal 
opportunities and progressive forces may rise and grow. 

Democracy is a subject much discussed from all points of view. For our 
purpose, better institutions are likely to be found where executive, legislative, 
                                                  
25  To this respect also religion plays an important role. Historically, new scientific discoveries have met 

the opposition of religious institutions. An example for all is Galileo Galilei.  
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and judicial powers are independent, can control and sanction each other, and 
where party interests do not prevent politicians from pursuing collective 
purposes (Straub, 2000). Democracy is also the output of a country’s historical 
and cultural features. The way by which people reach it and its duration 
influence the level and the kind of democracy.  

It seems interesting to conclude with the following Dewey’s (1989) 
statement:  

 
… an undesirable society, in other words, is one which internally and 
externally sets up barriers to free intercourse and communication of 
experience. A society which makes provision for participation in its good of 
all its members on equal terms and which secures flexible readjustment of 
its institutions through interaction of the different forms of associated life is 
in so far democratic. Such a society must have a type of education, which 
gives individuals a personal interest in social relationships and control, and 
the habits of mind, which secure social changes without introducing 
disorder. 
 
The examined literature underlines the importance of knowledge and 

institutions for social and economic progress. Institutional change towards 
greater freedom in all the aspects of social life may be seen as a good proxy for 
progress. Hereafter, we will try to specify the meaning of institutional change 
and the way to measure it26. 

2.1 Institutional change  

The important question is what triggers institutional change. Usually, 
institutional change is treated as an exogenous variable. In few cases (North, 
1990) it is endogenized. When you construct a model for endogenous 
institutional change, you have to analyse the causes generating it27.  

The agent (decision maker) evaluates costs and benefits associated with 
the alteration of the environment. Both the structure of incentives provided by 
the institutional context and the mental process of the decision-maker ― built 
on the knowledge system ― condition his choices and then determine the path 
of change. Institutional change is path-dependent (North, 1990): the choices 
made in the past affect the present situation.  

                                                  
26  It would be better to improve national accounting too, in order to reduce the statistical limits of GDP. 
27  External change, learning and skills are the most cited causes of institutional change. 
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Two approaches emerge when considering the behaviour of decision 
makers: bounded rationality and strategic conduct.  

Traditional economic literature builds its models assuming that individuals 
carry out a strategic conduct aimed at reaching the maximum utility under the 
constraint of available resources. The Institutional Approach focuses on the 
bounded rationality, that is the possibility that institutionalised people act 
according to the rules of the environment where they live.  

For many reasons28 we assume that decision makers implement a very 
complex decision process entailing many variables. This process is a function of 
institutions – the rules of the game: 

Dn=f(I,On) 

Where “D” are the decisions put into action by n individuals, “I” are 
institutions as defined previously, and “O” synthesises personal characteristics 
of the “n” decision makers29. We have n functions of decision (D), the form of 
which depends upon the kind of decision implemented. Decisions are divided in 
two groups: progressive decisions (towards freedom) and ceremonial decisions 
(towards stagnation). Many datasets are already available for measuring 
institutional quality30. In this way, it is possible to derive personal characteristics 
and institutional qualities correlated to progressive decisions and then shape 
economic policy to encourage those characteristics, providing the right structure 
of incentives31. 

The sum of decisions shapes a society and the Veblen’s “recursive 
causality” determines that “D” and “I” influence each other. Time is very 
important in the decision process because the process is “path dependent” or    
- to put it differently - historically determined. 

                                                  
28  See Bottone, G. (2009), “Education in Italy: is there any return?”, ISAE Working Papers n. 109, March. 
29  Decision makers may be individuals or policy makers. 
30  See Bottone, G. (2008), “Human capital: An Institutional Economics point of view”, ISAE Working 

Papers n. 107, December. 
31  For example, the decision to invest in knowledge (human capital) depends upon the institutional 

context (Bottone, 2008, op. cit.) and the personal characteristics of the decision-maker. The 
institutional context provides economic (future wages) and social (the importance of knowledge for the 
society as a whole) incentives to such investments. At the aggregate level, it could also be useful for 
policy makers to investigate in which sectors large investments in knowledge are made (education, 
lifelong learning, free exchange of knowledge…) and which are the institutions and the personal 
characteristics of people that make such investments. 
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Empirically, we need to specify progressive decisions, grouping them 
according to the various fields: politics, economics, social, and cultural 
advancements32. 

Undoubtedly, the decision mechanism and the results of the decision 
process have an effect on the evolution of a country, in particular, and the 
evolution of human beings, in general. Institutional change, being correlated to 
implemented decisions, is therefore a proxy for progress.  

A society is more advanced than another one if institutions allow people 
(individuals and police makers) to take progressive decisions. 

3  AVAILABLE DATA ON INSTITUTIONS, FREEDOM OF 
CHOICE, AND LIFE SATISFACTION 

The idea that progress is something more than simply material wealth has 
led to the creation of a new dataset for monitoring the various aspects of 
“subjective wellbeing”. 

The six main international datasets are: Eurobarometer 
(http://ec.europa.eu/public_opinion/index_en.htm), the World Values Survey 
(http://www.worldvaluessurvey.org/), the Legatum Prosperity Index 
(http://www.prosperity.com/default.aspx), the Gallup World Poll 
(http://www.gallup.com), the OECD Report: Society at a Glance: OECD Social 
Indicators – various editions (http://www.oecd.com), and the International 
Country Risky Guide (http://www.prsgroup.com/ )33. 

The common base of these datasets is to ask people a number of 
questions regarding their feelings, their personal judgements about the country 
where they live and its institutions (generally democracy, social capital, human 
relationships, friendship, family relationships, and religious belief), the 
satisfaction with their life, and their personal and general economic situation. 
The aim of those surveys is to measure subjective perceptions. 

Many objections have been raised against this approach. In particular, the 
ability of individuals to make judgements is questioned. It is odd that, on the one 
                                                  
32  For example, if citizens vote for a progressive party they implement a progressive decision. Moreover, 

if many associations against corruption emerge in a country, this factor shows progressive cultural and 
social advancement. 

33  Unfortunately, the Gallup World Poll is very expensive. The other datasets do not allow building a time 
series for life satisfaction since not all years are available. 
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hand, orthodox economics considers individuals rational enough and perfectly 
able to make their own choices according to their preferences, but on the other 
hand, people are not deemed clever enough to evaluate their level of 
satisfaction. Possible cultural differences, in addition, are a false problem. Of 
course, people judge and think according to their cultural, social, and economic 
context, but, whatever the context, their feelings and perceptions are what really 
matters. It is the analysts’ duty to discover the causes of those feelings.  

Institutional Economics suggests using for scientific analysis the inductive 
method instead of the deductive one. Therefore, one should build economic 
models starting from real situations and real preferences and perceptions of 
people34. 

 
The subjective perceptions (mental models) of entrepreneurs determine the 
choices they make…………. it is the perceptions of the entrepreneur--
correct or incorrect--that are the sources of action. (Institutional change: a 
framework of analysis, Douglass C. North, 1990) 
 
The following tables present some data for the Legatum Prosperity 

Index35, illustrating the importance of the freedom of choice for the progress of 
societies and life satisfaction. Table 2 compares Italy with some European 
countries: Denmark, Sweden, Finland, the United Kingdom, France, Germany, 
the Netherlands, and Spain36. 

Among the numerous indicators provided by the Legatum Prosperity index 
that investigate material and non-material aspects of life (Legatum Institute, 
2008), we chose those which in our opinion are crucial for the progress of 
society. They were described in the previous paragraph and are shown 
hereafter in Table 1. 

Table 2 illustrates that countries with the same amount of GDP per capita 
do not have the same level of quality of life indicators. For example, Italy and 
Spain have the same GDP per capita, whereas they have a different level of life 
satisfaction, probably because governance and freedom indicators – except for 
education – are significantly higher in Spain. Also Finland and the United 

                                                  
34  Perception is defined in the on-line Business Dictionary as the process by which people translate 

sensory impressions into a coherent and unified view of the world around them. Though necessarily 
based on incomplete and unverified (or unreliable) information, perception is 'the reality' and guides 
human behavior in general (http://www.businessdictionary.com/ definition/ perception.html). 

35  Source: The Legatum Prosperity Index (http://www.prosperity.com/default.aspx). 
36  The 2007 and 2008 Legatum Prosperity Index Reports show a robust link between freedom of choice 

and wellbeing in more than 80 countries worldwide (http://www.prosperity.com/default.aspx). 
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Kingdom show virtually the same GDP per capita, but highly diverse freedom 
and governance indicators.  

Table 1 THE LEGATUM PROSPERITY INDEX VARIABLES 

Government effectiveness World Bank Governance Indicators 

Control of corruption World Bank Governance Indicators 

Freedom of choice Average response to the question “In your country, are you satisfied 
or dissatisfied with your freedom to choose what you do with your 
life? (Gallup World Poll) 

Equal opportunities Average answers to the response: "Can people in this country get 
ahead by working hard, or not? (Gallup World Poll) 

Education Average years of secondary education per worker (own estimation) 

Environment Natural log of ecosystem services product per capita (Costanza et 
al., 1997) 
Average response to the question "In the city or area where you live, 
are you satisfied or dissatisfied with the quality of air?" and average 
response to the question: "In your country, are you satisfied or 
dissatisfied with efforts to preserve the environment? (Gallup World 
Poll) 

Time for leisure Average working hours per week in manufacturing (OECD) - Average 
response to the question "Approximately how many hours of your 
time yesterday was free time, where you could do what you wanted 
to do? (Gallup World Poll) 

Source: The Legatum Prosperity Index (http://www.prosperity.com/default.aspx). 

Table 2 Quality of life indicators 

Country/Indicators Italy Denmark Sweden Finland UK France Germany Netherlands Spain 

Population (in millions) 58.1 5.5 9.0 5.2 60.9 64.0 82.4 16.6 40.5 

Average life satisfaction 6.7 7.9 7.4 7.7 6.9 6.8 6.5 7.4 7.1 

GDP (growth) 1.5% 1.8% 2.6% 4.4% 3.1% 1.9% 2.5% 3.5% 3.8% 

GDP (per capita) $ 30,400 37,400 36,500 35,300 35,100 33,200 34,200 38,500 30,100

Governance          

Government effectiveness 48% 100% 92% 94% 87% 71% 79% 87% 66% 

Control of corruption 42% 97% 92% 100% 84% 71% 81% 86% 65% 

Freedom           

Freedom of choice 58% 95% 97% 100% 81% 74% 72% 86% 79% 

Equal opportunities 45% 62% 67% 87% 67% 60% 62% 72% 87% 

Education 34% 61% 56% 56% 65% 68% 100% 50% 34% 

Other          

Environment 31% 62% 60% 74% 50% 47% 68% 58% 25% 

Time for leisure 32% 100% 34% 60% 86% 65% 88% 97% 69% 

Source: Our calculations on the Legatum prosperity Index available at  
http://www.prosperity.com/country.aspx?id=AU  
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A simple correlation coefficient between life satisfaction and the other 
indicators was calculated (Table 3) in order to investigate the variables having 
the most important influence.  

It is noteworthy that the variable most correlated to life satisfaction is 
freedom of choice. More interesting though is the fact that education is also 
negatively correlated to it. One can find the reasons analysing the specificities 
of each country37.  

Governance indicators matter as well. On the contrary, equal opportunities 
do not seem to affect life satisfaction, but nevertheless the correlation is 
positive. The results depend largely on how the question is formulated. The 
question asks whether people can get ahead working hard. It is possible that 
the term “working hard” is badly perceived, since individuals may prefer a more 
easy-going life. The variable ought to be investigated more deeply. 

Table 3 Correlation coefficient between life satisfaction and other indicators 

GDP (per capita) $                         0.61 

Government effectiveness 0.72 

Control of corruption 0.69 
Freedom of choice 0.87 
Equal opportunities 0.46 
Education -0.29 
Environment 0.41 
Time for leisure 0.19 

Source: Our calculations on the Legatum Prosperity Index available at 
http://www.prosperity.com/country.aspx?id=AU 

In our view, people’s main frustration derives from the impossibility to 
choose. Institutions may simplify or complicate the freedom of choice. It is 
superfluous to underline how negatively government ineffectiveness and 
corruption can influence our choices in daily life. 

In order to further investigate, we need more detailed data on institutional 
change, a proxy for the progress of societies. We should develop a scheme 
aimed at portraying institutional change and highlighting whether it is improving 
the level of democracy, equal opportunities, and the capacity to generate and 
maintain progressive forces.  

If such a scheme is made public, given the Veblen’s process of “recursive 
causality”, it could in turn affect institutions. In other words, if we say that GDP 
is decreasing, the feelings and perceptions of people become negative. 
                                                  
37  According to North (1990), the kinds of skills and knowledge that will pay off will be a 

function of the incentive structure inherent in the institutional matrix. 
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Feelings and perceptions, however, are also a direct consequence of how those 
data are presented. Similarly, if we publicly say that institutional change has 
followed a negative pattern and, by that, we communicate a negative fact, 
people could become aware of it and start making an effort in order to change it. 
In this sense, we stated in the introduction that policy makers might create a 
given institutional context rather than an alternative one. 

Economic modelling, simplifying the real world, gives policy makers a tool 
to take prompt decisions. Up to now, policy makers use only four main variables 
in their decision making mechanism: GDP growth, unemployment, inflation, and 
the external trade balance. They should acquire more clear consciousness of 
the importance of the institutional variable for the progress of a country.  

4 CONCLUSIONS  

Notwithstanding the theoretical debate within heterodox economics, 
economic modelling has privileged the study of the so-called “steady state” at 
the expense of what is defined as “shocks”.   

Both New Keynesian and Neoclassical Economics avoid focusing on 
abnormal situations.  We lack, therefore, a theoretical framework to face periods 
of crisis (Colander et al., 2008). 

According to Hodgson (2008): 
 
To understand the current economic crisis we have to look at both economic 
history and the history of economic thought. To understand how economics 
has taken a wrong turning we have to appreciate work in the philosophy of 
economics and the relationship between economics and ideology. These 
unfashionable discourses have to be brought back into the centre of the 
economic curricula and rehabilitated as vital areas of enquiry. 
 
The recent crisis is not only a financial crisis. In the United States, the real 

economy is slowing down too, mainly because of the following two factors: 
delocalization, caused by globalisation, and inflation, due to the increase in the 
price of oil. Moreover, the United States consumes more than it saves. 
Therefore, it has a huge internal and external debt. 

Probably the culture of economic growth is under discussion. The limits to 
growth have recently become increasingly clear and evident. Using the 
conceptual Veblen’s framework of “recursive causality”, we may say that the 
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culture of growth has affected the culture of daily life and the whole structure of 
societies. The idea behind “financial insanity” is that life satisfaction is strictly 
correlated to material wealth. It is a common belief that poverty is bad and 
wealth is good, while no relativity is applied to these concepts. On the contrary, 
poverty is as a relative concept, as wealth is. A poor person in the United States 
is not in the same conditions as a poor one in Africa. From an institutional point 
of view, poverty is a multidimensional situation and institutions play an important 
role in determining the threshold that places an individual among the poor. For 
example, is one richer than another simply because he/she lives in a less 
polluted environment? Yes, but these considerations are not included in the 
GDP calculation. 

Institutions up to now have brought forward the idea that the richer one is 
the freer he is. In other words, money is considered a tool to exercise power. 
Paradoxically, regardless of material possession it may conduct to “slavery”.   

The culture of the GDP growth rate has guaranteed the validity of current 
economic modelling, without questioning the capacity to solve real economic 
situations. If we had recognised the importance of institutions in reaching a fair 
level of development and a greater quality of life, probably we would have taken 
a different direction and would have built different economic models.  

Together with material safety, people aspire to social trust, peace, public 
services, friendship, meritocracy, democracy, freedom of choice, and whatever 
contributes to life satisfaction or quality of life. None of these elements is 
included in the GDP. 



25 

REFERENCES 

Arrow, Kenneth J. (1962), "The Economic Implications of Learning by Doing”, Review 
of Economic Studies 29. 

Asso, P.F. and Fiorito, L. (2003), “Lawrence Kelso Frank’s Proto Ayresian Dichotomy. 
A note”, Quaderni, n. 395, September, Università degli Studi di Siena, 
Dipartimento di Economia Politica. 

Bush, Paul D. (1989), “The Concept of ‘Progressive’ Institutional Change and Its 
Implications for Economic Policy Formation”, by Association for Evolutionary 
Economics, Journal of Economic Issues, Vol. 23, No. 2, June. 

Colander et al. (2008), “The Financial Crisis and the Systemic Failure of Academic 
Economics”, available at 
www.debtdeflation.com/blogs/wp-content/uploads/papers/ 
Dahlem_Report_EconCrisis021809.pdf  

Commons, R. John (1913), Labour and Administration, Sentry Press, NY. 

Dawkins, R. (1983), “Universal Darwinism” in D. S. Bendell (ed.) Evolution from 
Molecules to Man, Cambridge University Press, Cambidge. 

Dewey, J. (1916), Democracy and education, available at  
http://www.ilt.columbia.edu/publications/dewey.html. 

Dewey, J. (1989), Freedom and culture, Prometheus Books, NY. 

Fitoussi, J.P., Sen, A., and Stiglitz, J.E. (2008), “Commission on the measurement of 
economic performance and social progress”, CMEPSP-Issues Paper, July. 

Hayek, Friedrich August von (1988), The fatal conceit, The errors of socialism, 
University of Chicago Press. 

Hodgson, G. (2003), “Darwinism and Institutional Economics”, Journal of Economic 
Issues, Vol. XXXVII n. 1, March. 

Hodgson, G. (2004), “Veblen and Darwinism”, International Review of Sociology / 
Revue Internationale de Sociologie, Vol. 14, No. 3. 

Hodgson, G. (2008), “After 1929 economics changed: Will economists wake up 
in 2009?”, available at 
www.paecon.net/PAEReview/issue48/Hodgson48.pdf 

Hodgson, G. (2008a), Fragment Frank A. (1863–1949): Capital (1930), Journal 
of Institutional Economics, 4:1, available at 
http://journals.cambridge.org/download.php?file=%2FJOI%2FJOI4_01%2F
S1744137407000872a.pdf&code=8f4d1da1775c1bdbd69390f92ddf4fcd 

Kasper, W. (2002), Economic Freedom and Development, an Essay about Property 
Rights, Competition and Prosperity, New Delhi: Centre for Civil Society.  



26 

Knight, J. (1992), Institutions and Social Conflict, CUP. 

Kuznets, S. (1934), "National Income, 1929-1932", 73rd US Congress, 2d session, 
Senate document no. 124, page 7. 

Layard, R. (2005), Happiness: Lessons from a new science, Allen Lane, London, Great 
Britain.  

Legatum Institute (2008), “The 2008 Legatum Prosperity Index Report 
Methodology, Data and Findings”, available at 
http://www.prosperity.com/country.aspx?id=AU. 

North, D. (1990), “Institutional change: a framework of analysis”, available at 
http://129.3.20.41/eps/eh/papers/9412/9412001.pdf 

Nugent, J. and Lin, Y. (1995), Institutions and economic development, cap. 38, vol. III, 
in Hollis Chenery, T. N. Srinivasan, Jere Behrman (Eds), Handbook of 
Development Economics. 

OECD (2006), Romina Boarini, Asa Johansson, and Marco Mira d’Ercole, “Alternative 
Measures of Well-Being”, OECD social, employment and migration working 
papers, n. 33, February. 

Olson et al. (1998), “Governance and growth: a simple hypothesis explaining cross-
countries differences in productivity growth”, WP n. 218, CIRIS, University of 
Maryland. 

Robinson, Joan (1979), Collected Economic Papers – Volume Five, Oxford: Basil 
Blackwell.  

Rodrik, D. (1999), “Institutions For High-Quality Growth: What They Are and How to 
Acquire Them”, Prepared for delivery at the IMF Conference on Second 
Generation Reforms.  

Rosen, S. (1974), “Hedonic prices and implicit markets: product differentiation in pure 
competition”, Journal of Political Economy, Vol. 82 n. 1, January-February. 

Sen, Amartya (1999), Development as freedom, Anchor Books. 

Veblen, Thorstein B. (1898), “Why is economics not an evolutionary science?”, The 
Quarterly Journal of Economics, July. 

Veblen, Thorstein B. (1901), “Industrial and pecuniary employment”, in R. Tilman (ed) 
1993. 

Veblen, Thorstein B. (1909),  The limitations of marginal utility, Journal of Political 
Economy, vol. XVII n. 9, November.  

Veblen, Thorstein B. (1919), The Place of Science in Modern Civilization and Other 
Essays, New York, Huebsch. 



27 

Welzel, C., Inglehart, R., and Klingemann, H. (2003), “The theory of human 
development: A cross-cultural analysis”, European Journal of Political 
Research n. 42, available at  
http://www.jacobs-niversity.de/imperia/md/content/groups/schools/shss/ 
cwelzel/papers/12.pdf 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Working Papers available: 

n. 75/07 R. BASILE Intra-distribution dynamics of regional 
per-capita income in Europe: evidence from 
alternative conditional density estimators 

n. 76/07 M. BOVI National Accounts, Fiscal Rules and Fiscal 
Policy Mind the Hidden Gaps 

n. 77/07 L. CROSILLA 
S. LEPROUX 

Leading indicators on construction and retail 
trade sectors based on ISAE survey data 

n. 78/07 R. CERQUETI 
M. COSTANTINI 

Non parametric Fractional Cointegration 
Analysis 

n. 79/07 R. DE SANTIS 
C. VICARELLI 

The “deeper” and the “wider” EU strategies of 
trade integration 

n. 80/07 S. de NARDIS 
R. DE SANTIS 
C. VICARELLI 

The Euro’s Effects on Trade in a Dynamic 
Setting 

n. 81/07 M. BOVI 
R. DELL’ANNO 

The Changing Nature of the OECD Shadow 
Economy 

n. 82/07 C. DE LUCIA Did the FED Inflate a Housing Price Bubble?  A 
Cointegration Analysis between the 1980s and 
the 1990s 

n. 83/07 T. CESARONI Inspecting the cyclical properties of the Italian 
Manufacturing Business survey data 

n. 84/07 M. MALGARINI Inventories and business cycle volatility: 
an analysis based on ISAE survey data 

n. 85/07 D. MARCHESI The Rule Incentives that Rule Civil Justice 

n. 86/07 M. COSTANTINI 
S. de NARDIS 

Estimates of Structural Changes in the Wage 
Equation: Some Evidence for Italy 

n. 87/07 R. BASILE 
M. MANTUANO 

La concentrazione geografica dell’industria in 
Italia: 1971-2001 

n. 88/07 S. de NARDIS 
R. DE SANTIS 
C. VICARELLI 

The single currency’s effects on Eurozone 
sectoral trade: winners and losers? 

n. 89/07 B.M. MARTELLI 
G. ROCCHETTII 

Cyclical features of the ISAE business 

services series 



 

Working Papers available: 

n. 90/08 M. MALGARINI Quantitative inflation perceptions and 
expectations of Italian Consumers 

n. 91/08 P. L. SCANDIZZO 
M. VENTURA 

Contingent valuation of natural resources: 

a case study for Sicily 

n. 92/08 F. FULLONE 
B.M. MARTELLI 

Re-thinking the ISAE Consumer Survey 
Processing Procedure 

n. 93/08 M. BOVI 
P. CLAEYS 

Treasury v dodgers. A tale of fiscal 
consolidation and tax evasion 

n. 94/08 R. DI BIASE Aliquote di imposta sul lavoro dipendente: 

analisi per figure tipo e con dati campionari 

n. 95/08 M. BOVI The “Psycho-analysis” of Common People’s 
Forecast Errors. Evidence from European 
Consumer Surveys 

n. 96/08 F. BUSATO 
A. GIRARDI 
A. ARGENTIERO 

Technology and non-technology shocks in a 
two-sector economy 

n. 97/08 A. GIRARDI The Informational Content of Trades on the 
EuroMTS Platform 

n. 98/08 G. BRUNO Forecasting Using Functional Coefficients 
Autoregressive Models 

n. 99/08 A. MAJOCCHI 
A. ZATTI 

Land Use, Congestion and Urban Management

n. 100/08 A. MAJOCCHI Theories of Fiscal Federalism and the 
European Experience 

n. 101/08 S. de NARDIS 
C. PAPPALARDO 
C. VICARELLI 

The Euro adoption’s impact on extensive and 
intensive margins of trade: the Italian case 

n. 102/08 A. GIRARDI 
P.PAESANI 

Structural Reforms and Fiscal Discipline in 
Europe 

n. 103/08 S. TENAGLIA 
M. VENTURA 

Valuing environmental patents legal protection 
when data is not availableby 

n. 104/08 P. L. SCANDIZZO 
M. VENTURA 

A model of public and private partnership 
through concession contracts 



 

Working Papers available: 

n. 105/08 M. BOSCHI 
A. GIRARDI 

The contribution of domestic, regional and 
international factors to Latin America’s 
business cycle 

n. 106/08 T. CESARONI 
 

Economic integration and industrial sector 
fluctuations: evidence from Italy 

n. 107/08 G. BOTTONE 
 

Human Capital: an Institutional Economics 
point of view 

n. 108/09 T. CESARONI 
M. MALGARINI 
L. MACCINI 

Business cycle stylized facts and inventory 
behaviour: new evidence for the Euro area 

n. 109/09 G. BOTTONE 
 

Education in Italy: is there any return? 

n. 110/09 S. de NARDIS 
C. PAPPALARDO 

Export, Productivity and Product Switching:        
the case of Italian Manufacturing Firms 

n. 111/09 M. BOVI 
R. CERQUETI 

Why is the Tax Evasion so Persistent? 

n. 112/09 B. ANASTASIA 
M. MANCINI 
U. TRIVELLATO 

Il sostegno al reddito dei disoccupati: note sullo 
stato dell’arte. Tra riformismo strisciante,inerzie 
dell’impianto categoriale e incerti orizzonti di 
flexicurity 

n. 113/09 A. ARGENTIERO Some New Evidence on the Role of Collateral: 
Lazy Banks or Diligent Banks? 

n. 114/09 M. FIORAMANTI Estimation and Decomposition of Total Factor 
Productivity Growth in the EU Manufacturing 
Sector: a Stochastic Frontier Approach 

n. 115/09 E. DE ANGELIS 
C. PAPPALARDO 

 

String Matching Algorithms. An Application to 
ISAE and ISTAT Firms’ Registers 

n. 116/09 L. CROSILLA 
S. LEPROUX 
M. MALGARINI 
F. SPINELLI 

 

Factor based Composite Indicators for the 
Italian Economy 

 

 




