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proficiency of their authors. They cerainly are worthwhile reading for fiscal, development. labor and welifz-e
ccenomists. The book would also merit being included in the graduate reading lists of courses in the above

meationed fields.

Antonio Jorge
Jorge Salazar-Carillo
Flovrida International Universin

Economic Complexity: Chsos, Sunspots, Bubbles, and Nenlinearity,
Edited by Wiiliam A. Bamet, John Geweke, and Kar! Shell. Cambridge: Cambridge University Press.

1999. Pp. xi, 409,

Conference volumes have comparative advantages, reiative to referecd Jjournals. as sources of information on
current research in economics. On one hand, conference volumes isually coilect research on related topics
in cne place. On the other hand. the usual referecing process and the reward system in academic economics
lead to a mean quality of articles that is higher in joumals than it is in conference volumes. This same ref-

ing process, h - also results in a higher variance of quality in conference volumes than in Jjournals,
since referces ofien shy away from what is new or different.

This book contains the proceedings of a conference with the same name that was held 4t the Univer-
sity of Texas at Austin in May 1987. The focus is on the equilibria of deterministic economic models tha
appear, in some senses. 1o be stochastic because of nonlinear dynamics. called chaos. and on the equilibria
of otherwise deterministic medels that are stochastic becanse of stochastic processes. called sunspots, that
affect the equilibria only through expectations. There are also several articles on bubbles. which. fike SURSPOt
equilibria, are examples of self-fulfilling expectations, a1d a number of anticles on econometric metirodology
for dealing with sonlinear models.

A book like this gives researchers a chance to present their most recent research without kaving to put
it into the finished form required by most journals. it is here thai the book's principal strength ties—the
reader is able to see what is going on at the frontier of research in a number of related areas. Yet this also
coatains the book’s principal weakness—the quality of the papers & very uneven and there is little effort
made in relating the different wapics covered.

The book is divided into five parts. Part I contains four papers that deal with sunspot equitibria. In the
first paper, David Cass and Karl Shell attempt to give the rcader an idea of the “big picture™ of sunspots,
They relate an example of sunspot equilibria in a simple overlapping generations modc! to other properties
of sach modeis, such s the possibility of equifibria with valued fiat money, and 10 various properties of
other models that allow sunspot equilibria. Pierre-Andre Chiappori and Roger Guesrerie derive conditions
for the existence of equilibria that depend nontrivially on sunspots that follow a k-state Markov process; most
previous analysis has dealt only with the case k=2. Jean-Michel Grandmont explores the relation between
bifurcation theory applied to steady states of a deterministic overlapping generations model and the possi-
bility of sunspot equilibria. Finally, James Peck and Karl Shell show that different ways of organizing asset
markets, which give rise to the same set of equilibrivm allocations if consumers behave competitively, can
give risc to different equilibrium allocations if there are sunspots and if consumers ralize they hzve even the
smallest amount cf market power.

Part 11 contzins three papers by Duncan Foley, by L. Broze, C. Gourieroux, and A. Szafarz, and by
Albert Marcet and Thomas Sargent. They deal with such topics as endogenous investment cycles, specula-
tive babbles in a partial equilitrium model of the market of a storable good, and least-squares leaming in a
modet that allows hyperinflation. These papers contaim interesting matertal, particularly the paper by Marcet
and Sargent, which shows that the dynamic stability properties of a siationary equllibrium can change dra-

matically if agents are assumned to employ 1 learning mechanism rather than to have rational expectarions.
The papers are not, however, more than peripherally relaied to each other or to the cther Ppapers i the book.

Part IIl contains papers by William Bamett and Sewngmook Chei and by Jose Scheinkman and Blake
LeBaron. The title of this section is “Empirical Tests for Chaos.” T did not understaed the criterien for sepa-
rating these papers from those in Part V, which is entitled “Noniinear Econometric Modeling.” This section
contains papers by John Gewekz, by James Stock, and by Melvin Hinich and Dougles Pattersor. Each of the
five papers in thesc two sections presents econometric techniques for dealing with time series datz generated
by non-linear economic models: in particular, they present various methods for detecting the presence of
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nonlinear sticture even in the presence of noise. The papers ty Geweke and by Hinich and Patterson use
stock price data; the paper by Scheinkman and Le Baron uses U.5. GNP data: the paper by Stock uses
U.S. and UK. unemployment data: and the Paper by Bamnett and Choi uses artificial daga generated by a

- conswmer demand mode!

Part 1Y contains four theoreticat papers related 1o chaos: Michele Boldrin shows how chaotic dynamics
can arise in a two sector optimal growth model. Richard Day znd Jean-Luc Walter analyze various possi-
bilities for nonlinear dymamics in an abstract model of technological change with endogenous population
growth. Michael Woodford presents a simple model with infinitely lived consumers who face borrowing zon-
swaints; in this model the possibilities for complex dynamics, and even for suaspot equilibria, are anaiogous
‘0 those in the overlapping generations models. Stephen Spear shows that a sort of informaiional comnplexity
that would be¢ faced by agents in a mode! with a chaotic perfect-foresight equilibrivm would also be present
in 2 model with a perfect-foresight equilibrium that exhibits more conventional exponential growth.

To the reader interested in this topic, | also recommend another conference volume., The Stock Marke:-
Bubbles, Volatiliry, and Chaos edited by Gerald P. Dwyer and R. W, Hafer {Kluwer Academic Publishers,
1990]. Neither book dominates the other: the Barnett-Geweke-Shell voleme contains ‘some papers of a
higher quality, at least when judged on their own. The Dwyer-Hafer vohume hangs together better, as it is
more tightly organized around the theme of what economic models with complex dynamics can say about

Timothy J. Kehoe
University of Minnescta

Pacific Basin Developing Countries: Prospects for the Future.
By Marcus Noiand. Washirgton, D.C.: Institute for International Economics. 1990, Pp. xvi, 232,

A few years ago governors of Southern states issued a clarion call warning us about the failure of Ameti-
can education 10 prepare owr citizens for competing in the world market. “We know neither the globe nor
the cultures of people who habit it. . . . We are no fongex isolated by the large oceans om cither side of
our nation. Our economic and political future depends on the ability 10 communicate with and understand
people across national boundaries [3]. Perhaps a partisl answer. albeit quire incomplete, to such z waming
is 2 small research volume, The FPacific Basin Developing Countries. written by Marcus Nolaad, currently a
professor at the University of Southem California and a Rescarch Associate of the Institute for Internationzl
Economics. This thin book & actually one piece of a trilogy of research projects on the countries located 1
the Pacific rim (1, 2]. Noland sets out to endertake two major tasks: (a) analyzing the impact of prospective
chinges of the newly industrialized countries (NICs)—Hong Kong, Singapote. Taiwan, and Korea—and
of other four countries of the Association of South East Asian Nations (ASEAN}—Indonesia, Malaysia,
Philippines. anc Thailand—on the world econony; and (b) interpreting the implications of hosa changes
forthe global economy in geseral, and for the United States in particular,

To achieve this end, Noland structres his book in three concise parts. The author begins in Part |
[ch. 1-3] with 2 review of the cuitural past of the Pacific Basin countries. the historical evolution of their
economic public policies and their regime of wade. Part I [¢h. 4-5] is more technical: the author presents
an econometric projection of rade patterns of these countries in the year 2000. Here, he discusses the future
developments in the world economy that might affect the projected trade outcomes of these eight economies.
Finally in Part Il {ch. 6), he reserves the Tast chapter of the book for an analysis of the impact and possible
implications of present and projected trade developmenis of the Pacific Basin for the United Siates from an
economic adjustment standpoint and from 2 internationsl policy perspective.

Although slim in weight. this volume contains much worthy information. The author’s analysis of the
eight Pacific Basin countries has been cogently presented with neat figures. diagrems. and numercus tables
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proficiency of their authors. They certainly ure worthwhile reading for fiscal, development. tabor and welfare
economists. The book would also merit being included in the graduate reading lists of courses n the above

mentioned fields.

Axtenio Jorge
Jorge Salazar-Carillo
Florida International Universiry

Economic Complexity: Chaos, Sunspots, Bubbles, and Nonlinearity. ) o
Edited by William A. Barnett. lohn Geweke, and Karl Shell. Cambridge: Cambridge University Press.

1989, Pp_ xi, 409,

Conference volumes have comparative advantages. relative to refereed journals. as ssurces of information on
current research in economics. On one hand, conference volumes uswally collect research on related topics
in one place. On the other hand, the usual refereeing process and the reward system in acadcmit? ECOROmics
lead 10 2 mean quefity of articles that is higher in journak than it is in confercnce volumes, 'ths same ref-
ereeing process, however, also tesults in a higher variance of quality in conference volumes than in journals,
since referees often shy away from what is new or differeat. )

This book contains the proceedings of a conference with the same name that was held a the Univer-
sity of Texas at Austin in May 1987. The focus is on the equilibria of deterministic economic nodels th_at
appear, in some senses, to be siochastic because of nonlisear dynamics. cailed chaes, and on the equilibria
of otherwise deterministic models that are siochastic because of stochastic processes. calied sunspots., that
affect the equilibria only through expectations. There are aiso several articles on bubbles, whif:h. like sunspot
equilibria, are examples of seif-fulfilling expectations, anda rumber of asticies on econometric methodology
for dealing with nonlincar models. ) )

A book like this gives researchers a chance to presert their most recent research without having to put
it into the finished form required by most journals. [t is here that the book's principal strength lies—the
reader is able 1o sex what is going on at the frontier of research in a number of related areas. Yet this also
contains the book™s principal weakness—the quality of the papers is very uneven and there is little effort
made in relating the different topics covered. o

The book is divided into five parts. Part | contains four papers tha deal with sutspot equilitria. In the
first paper, David Cass and Karl Shell atternpt to give the reader an idea of l:he “big picture™ of sunspots.
They relatc an example of sunspot equilibria in a simple overtapping generations model to other properties
of such models, such as the possibility of equilibria with valued fiat money, and to various properties of
other models that allow sunspot equilibria. Pierre-Andre Chizppori and Roger Guesnerie derive conditions
for the existence of equilibria that depend nontrivially on sunspots that follow a k-state Markov process; most
previous analysis has dealt only with the case k=2. Jean-Michel Grandmont explores the relation betwcgn
bifurcation theory #pplied to steady states of a deterministic overlapping generations model andhe possi-
bility of sunspot equilibria. Finally, James Peck and Karl Shell show that different ways of organizing asset
markess, which give rise to the same set of equilibrivm allocations if consumers behave competitively, can
give rise to different equilibrium allocations if there are sunspots and if consumers realize they have even the
smailest amount of market power,

Part Il contains three papers by Duncan Foley, by L. Broze, C. Gourieroux, and A. Szafarz, and by
Albert Marcet and Thomas Sargent. They deal with such topics as endegenous investment cycles, s‘pem_:la-
tive bubbles in a partial equilibritm model of the market of a storable good, and least-squares leaming in 2
model that allows hyperinflation. These papers contain interesting material, particulary the paper by Marcet
and Sargent, which shows that the dynamic stability properties of a stationary equilibriu;n can change_dra-
matically if agents 2re assumed o employ a karning mechanism rather than to have rational expectations.
The papers are not, however, more than peripherally retated to each othe: or to the other papers in the book.

Part I contains papers by William Barnett and Seungmook Choi and by Jose Scheinkman and Blake
LeBarca. The title of this section is “Empirical Tests for Chaos.™ I did not understand the criterion for sepa-
rating these papers from those in Part V, which is entitled “Noniinear Econometric Modeling.” This section

contains papers by John Geweke. by James Stock, and by Melvin Hinich and Douglas Pasterson. Each of the
five papers in these two sections presents econometric techsiques for deaing with time series data generated
by non-linear economic models: in particular. they present various methods for detecting the presence of
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nonlinear structure even in the presence of noise. The papers by Geweke and by Hinich and Patterson use
stock price daa; the paper by Scheinkman and Le Baron uses U.S. GNP data: the paper by Stock uses
US. and U.K. unemployment data; and the paper by Barnett and Choi uses artificial data generated by a
consumer dernand model.

Part IV contains four theoretical papers refated 1o chaos: Michele Boldrin shows haw chaotic dynamics
can arise in a two sector optimal growth model. Richard Day and jean-Luc Walter analyze various possi-
bilities for nonlinear dynamics in an abstract model of technological change with endogemous population
growth. Michaet Woodford presents a simple mode] with infinitely fived consumers who face borrowing con-
straints: in this model the possibilities for compiex dynamics, and even for sunspot equilibria. are anaiogous
to those in the overlapping generations models. Stephen Spear shows that 2 sort of informational compiexity
that would be faced by zgenss in a mode! with a chaotic perfect-foresight equilitrium would also be present
in 2 model with a perfect-foresight equilibrium that exhibits more conventional exponential growth.

Takenasawho]c,thisbookhasmanyofﬂmlypiml strengths and weaknesses of a conference volume.
There are, however, two aspects of the book that distinguish it: Cn the positive side. the average quality
ofthepapersinthisbookmemsa!itﬂehighc:thanistypica!.Onthencgaﬁveside.melopicscuvercd

To the reader interested in this topic, [ also recommend another conference volume. Tke Stock Markey:
Bubbles, Volazilyy, and Chaos edited by Gerald P. Dwyer and R. W. Hafer |Kiuwer Academic Publishers,
1990}. Neither book dominates the other the Bamett-Geweke-Shell volume contains some papers of 2
higher quality, at least when judged on their own. The Dwyer-Hafer volume hangs together beter. as it is
more tightly organized around the theme of what economic models with complex dynamics can say abouw

Timcthy J. Kehoe
Universitv of Minnesora

Pacific Basin Developing Countries: Prospecis for the Future,
By Marcus Noland. Washington, D.C.: I[nstitute for International Economics, 1990, Pp. xvi, 232,

A few years ago govemors of Southern stares issued a clarion call warning us about the failure of Ameri-
can education to prepare our citizens for competing in the world market. “We know neither the giobe nor
the cultures of people who habit it. . . . We are no longer isolated by the large oceans on either side of
our nation. Our economic and political future depends on the ability 1o communicate with and understand
peogie across national boundaries {3]. Perbaps 2 partial answer. albeit quite incomplete. to such a wamning
is 2 small research volume, The Pacific Basin Developing Countries. written by Marcus Noland, currently a
professor at the University of Southern California and a Research Associate of the tnstitwee for International
Economics. This thin book is wctually one piece of a trilogy of research projects on the countries located in
the Facific rim {1, 2]. Noland sets out to undertake two major tasks: (s} analyzing the impact of prospective
changes of the newly industrizlized countries (NICs)—Hong Kong, Singapore. Taiwan. and Korea—and
of other four countries of the Association of South East Asian Nations (ASEAN—Indonesia, Malaysia,
Philippines, and Thailand—on the world economy; and (b) interpreting the implications of these changes
for the global ecoromy in general, and for the United States in particular,

To achieve this end, Noland structures his book in three concise parts. The author begins in Part |
fch. 1=3] with a review of the cultural pastof the Pacific Basin countries. the historical evolution of their
ecomomic public policies and their regime of trade. Part [ [ch. 4-5] & more technical: the author presents
an econcenetric projection of trzde patterns of these countries in the year 2000. Here, he discusses the future
developments in the world economy that might affect the projected trade outcomes of these eight economies.
Finally in Part 11 [ch. 6], he reserves the jast chapter of the book for an analysis of the impact and possible
impiications of present and projected trade developments of the Pacific Basin for the United States from an
economic adjustment standpoin: and from a international policy perspective.

Although stim in weight, this volume contains much worthy infomation. The author’s analysis of the
cight Pacific Basin countries has been cogentdy presented with neat figures. diagrams. and rumerous tables




