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HC-IBRI SERIES IN FINANCE, ACCOUNTING AND INSURANCE
WORKING PAPERS

1/2007
A. Ben-Rephael, O. Kadan and A. Wohl

The diminishing price effects of idiosyncratic liquidity and idiosyncratic volatility, 49 pp.

We argue that financial instruments that allow investors to better diversify at lower costs should entail lower price discounts associated with idiosyncratic risk and idiosyncratic liquidity. The last 40 years have seen the introduction and proliferation of such low cost diversification tools as index funds, index futures, and ETFs. In accordance, we expect price discounts associated with idiosyncratic risk and idiosyncratic illiquidity to decline over time. We document that the cross-sectional value-weighted average of price discounts associated with idiosyncratic risk and idiosyncratic illiquidity has gradually declined from 41% in 1965 to 3% in 2004. Our results provide indirect evidence that financial innovation and lower transaction costs facilitate the classic implication of the CAPM and APT that only systematic components can be priced.
19/2007
E. Einhorn

Linking voluntary disclosure to the surrounding information environment, 33 pp.

Following an extensive research endeavor to explain why firms do not fully disclose their private verifiable information in capital markets with rational expectations, this paper suggests another explanation by linking corporate disclosure choices to the surrounding private and public information environment. Two conditions that are typically inherent in the information environment of capital markets are identified as being likely to support equilibrium where a firm only partially discloses its private verifiable information. The first condition is that the firm possesses non-verifiable private information that cannot be directly and credibly disclosed, in addition to the verifiable information underlying its disclosure decision. The second condition is that the firm’s alternative choices regarding the disclosure or withholding of verifiable information differ in their effect on the incentives of the market participants to gather additional information about the firm.
20/2007
E. Amir, I. Kama and J. Livnat

The market reaction to ROA and ROA components, 41 pp.

This study examines investor reactions to return on assets (ROA) and its components – Operating Profit Margin (OPM) and Asset Turnover (ATO) – around the announcement of quarterly earnings. We show that unexpected ROA, OPM and ATO are significant in explaining abnormal stock returns around earnings announcements incrementally to unexpected earnings and unexpected revenues. This result highlights the incremental effects on stock returns of optimal cost structure and efficiency in utilizing assets beyond earnings and revenue surprises. We also find that the influence of each ROA component on abnormal stock returns depends on the level of ROA as a whole and the level of the other component.  Particularly, a higher level of OPM leads to a more positive market reaction than that for ATO. Also, a high (low) OPM yields positive (negative) abnormal returns, regardless of the level of ATO, whereas an increase in ATO does not lead to an increase in abnormal returns when OPM or ROA are low (and generally negative), as improved efficiency may exacerbate stakeholders’ losses.
REPRINTS
6
E. Einhorn.

Voluntary disclosure under uncertainty about the reporting objective, Journal of Accounting and Economics, 43 (2-3), 245-274, March 2007.

The extensive research toward an understanding of corporate voluntary disclosure strategies has primarily aimed at explaining why firms do not fully disclose their private information in capital markets with rational expectations. Following a variety of theories that explain the withholding of information, this paper highlights the uncertainty of investors about the reporting objective of managers as another explanation. The paper also studies how uncertainty about the reporting objective interacts with other factors known to suppress disclosure, exploring that the common intuition regarding these factors does not always carry over to environments with an uncertain reporting objective.
17
A. Kalay, E. Tashjian and R. Singhal.

Is Chapter 11 costly?  Journal of Financial Economics, 84 (3), 772-796, June 2007.

We examine a sample of 459 firms filing for Chapter 11 during the period 1991-1998 and find that our sample firms experience significant improvements in their operating performance during Chapter 11. Our evidence is consistent with the hypothesis that Chapter 11, if anything, provides net benefits to bankrupt firms. In the cross section, firms with higher debt ratios experience greater improvements in operating performance, and the complexity of the renegotiation process negatively affects the improvement. We find no relationship between Chapter 11 outcome and changes in risk-adjusted firm value in Chapter 11.
20
D.J. Disatnik and S. Benninga.

Shrinking the covariance matrix: Simpler is better, Journal of Portfolio Management, 33 (4), 55-63, Summer 2007.

No Abstract
29
E. Einhorn and A. Ziv.

Unbalanced information and the interaction between information acquisition, operating activities and voluntary disclosure, The Accounting Review, 82 (5), 1171-1194, October 2007.

Accounting information is frequently only a partial and unbalanced representation of the fundamental economics, stressing certain aspects of the inherent operations while disregarding others, as various activities cannot be measured or communicated with the same precision. Information imbalance demonstrated by its distorting effect on operating activities implicates a reduction of propensity of managers to gain information and provide voluntary disclosures.
BOOKS
S. Benninga

Financial Modeling. MIT Press, 3rd edition, 1137 pages, December 2007. http://www.amazon.com/Financial-Modeling-3rd-Simon-Benninga/dp/0262026287/ref=pd_bbs_sr_2?ie=UTF8&s=books&qid=1197561564&sr=1-2
Financial Modeling (Russian translation), Williams Publishing Company, Moscow. http://www.williamspublishing.com/



HC-IBRI SERIES IN MANAGERIAL ECONOMICS

AND OPERATIONS RESEARCH

WORKING PAPERS

7/2007
A.T. Kalai, E. Kalai, E. Lehrer and D. Samet

Conditional commitments, 14 pp.


Conditional commitments are used by players who wish to strengthen their strategic positions.  We propose a model of conditional commitments that unifies earlier models and avoids the pitfalls and circularities of such commitments.  A commitment folk theorem shows that the potential of conditional commitment is essentially unlimited.  All feasible and individually rational payoffs of a two-person strategic game can be attained at the equilibria of one (universal) voluntary commitment game that uses simple commitment devices.

8/2007
D. Samet and E. Segev

On the derivation of knowledge from belief, 8 pp.


It is shown that in multi-agent models of belief, agents’ knowledge cannot be derived from their beliefs.  This is done by constructing such a model, and showing that knowledge cannot be defined in it.   
9/2007
D. Samet

Agreeing to disagree: The non-probabilistic case, 6 pp.

A non-probabilistic generalization of Aumann’s (1976) agreement theorem is proved. Early attempts at such a theorem were based on a version of the sure-thing principle which assumes an intrapersonal-interstate comparison of knowledge. But such comparisons are impossible in partition structures.  The theorem proved here is based on a new version of the sure-thing principle that makes an interpersonal-intrastate comparison of knowledge.

10/2007
N. Gantman and Y. Spiegel

Adware, shareware, and consumer privacy, 37 pp.

Programmers can distribute new software to online users either for a fee as shareware or bundle it with advertising banners and distribute it for free as adware. In this paper we study the programmers’ choice between these two modes of distribution in the context of a model that take explicit account of the strategic interaction between programmers who develop software, firms that advertise their products through ad banners, and consumers who buy software and consumer products. Adware allows advertisers to send targeted information to specific consumers and may therefore improve their purchasing decisions. At the same time, adware also raises privacy concerns. We study the effect of programmers’ choice between shareware and adware on consumers’ welfare through its effect on the beneficial information that consumers receive about consumers products on the one hand and their loss of privacy on the other hand. We also examine the implications of improvements in the technology of ad banners and the desirability of bans on the use of adware.
11/2007
Y. Spiegel

The incentive to participate in open source projects: A signaling approach, 29 pp.

This paper examines the incentives of programmers to contribute to open source software projects on a voluntary basis. In particular, the paper looks at how this incentive changes as (i) performance becomes more visible to the relevant audience, (ii) effort has a stronger impact on performance, and (iii) performance becomes more informative about talent. In all three cases, it is shown that these conjectures may or may not hold depending, among other things on the stability of equilibrium, as well as on how the marginal productivity of effort varies with exogenous shift parameters.

13/2007
I. Gilboa, O. Lieberman and D. Schmeidler

Empirical similarity, 38 pp.


An agent is asked to assess a real-valued variable 
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 for i = 1, ..., n. A possible approach to combine past observations of X and Y with the current values of X to generate an assessment of Y is similarity-weighted averaging. It suggests that the predicted value of 
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.  We axiomatize this rule.  We assume that, given every database, a predictor has a ranking over possible values, and we show that certain reasonable conditions on these rankings imply that they are determined by the proximity to a similarity-weighted average for a certain similarity function. The axiomatization does not suggest a particular similarity function, or even a particular functional form of this function. We therefore proceed to suggest that the similarity function be estimated from past observations. We develop tools of statistical inference for parametric estimation of the similarity function, for the case of a continuous as well as a discrete variable. Finally, we discuss the relationship of the proposed method to other methods of estimation and prediction.

14/2007
E. Aragones, I. Gilboa, A. Postlewaite and D. Schmeidler

Fact free learning, 38 pp.


People may be surprised to notice certain regularities that hold in the existing knowledge they have had for some time. Said differently, they may learn without getting new factual information. We argue that this can be partly explained by computational complexity. We show that, given a database, finding a small set of variables that obtain a certain value of R2 is “computationally” hard in the sense that this term is used in computer science, and discuss the implications.

18/2007
A. Tishler, D. Soloveitchik and M. Olshansky

The trade-off between CO2 and other pollutant emissions and the price of electricity:  The case of Israel, 26 pp.

This study quantifies, for the period 2011-2025, the effects of taxes (penalties) on CO2 and other pollutant emissions on electricity prices and production, generation capacity and capacity mix, use of fossil and other fuels in electricity generation, load factors and pollutant emissions in the Israeli electricity sector. The main result of the study is that in the absence of low carbon emitting technologies (hydro, nuclear or renewable technologies, for example) the cost of reducing CO2 in Israel in accordance with the Kyoto Protocol will be prohibitive. Hence, Israel should consider adopting policies that will dramatically reduce its dependence on coal-fired and natural gas technologies in favor of renewable and, possibly, nuclear technologies, photovoltaic cells and other solar-based technologies. At the same time, it should consider carbon capture and storage (CCS) and similar environment-friendly technologies.
21/2007
Shoshana Anily, Michal Tzur and Laurence A. Wolsey

Multi-item lot-sizing with joint set-up costs, 14 pp.


We consider a multi-item lot-sizing problem with joint set-up costs and constant capacities. Apart from the usual per unit production and storage costs for each item, a set-up cost is incurred for each batch of production, where a batch consists of up to C units of any mix of the items. In addition, an upper bound on the number of batches may be imposed.  Under widely applicable conditions on the storage costs, namely that the production and storage costs are nonspeculative, and for any two items the one that has a higher storage cost in one period has a higher storage cost in every period, we show that there is a tight linear program with O(mT2) constraints and variables that solves the joint set-up multi-item lot-sizing problem, where m is the number of items and T is the number of time periods. This establishes that under the above storage cost conditions this problem is polynomially solvable. For the problem with backlogging, a similar linear programming result is described for the uncapacitated case under very restrictive conditions on the storage and backlogging costs.  Computational results are presented to test the effectiveness of using these tight linear programs in strengthening the basic mixed integer programming formulations of the joint set-up problem both when the storage cost conditions are satisfied, and also when they are violated.
REPRINTS
5
A. Heifetz, C. Shannon and Y. Spiegel.

What to maximize if you must, Journal of Economic Theory, 133 (1), 31-57, March 2007.

The assumption that decision makers choose actions to maximize their preferences is a central tenet in economics, often justified formally or informally by appealing to evolutionary arguments. In contrast, we show that in almost every game and for almost every family of distortions of a player’s actual payoffs, some degree of this distortion is beneficial to the player, and will not be driven out by any evolutionary process involving payoff-monotonic selection dynamics. Consequently, under any such selection dynamics the population will not converge to payoff-maximizing behavior. We also show that payoff-maximizing behavior need not prevail when preferences are imperfectly observed.
9
O. Setter and A. Tishler.

Budget allocation for integrative technologies: Theory and application to the US military, Defence and Peace Economics, 18 (2), 133-155, April 2007.

An ever-growing share of defence R&D expenditures is being dedicated to the development and fielding of integrative technologies that enable separate individual systems to work in a coordinated and synergistic fashion as a single system. This study explores the optimal defence budget allocation to the development and acquisition of weapon systems and to the development of integrative technologies. We develop a suitable optimization framework, and then use it to derive the optimal budget allocation and analyse its properties. Finally, we use US defence budget data to calibrate the parameters of the model and provide a quantitative measure for the apparent US military supremacy.
10
A. Tishler and C.K. Woo.

Is electricity deregulation beneficial to Israel? International Journal of Energy Sector Management, 1 (4), 322-341, 2007.

No Abstract
13
J. Crémer, Y. Spiegel and C. Zheng.

Optimal search auctions, Journal of Economic Theory, 134 (1), 226-248, May 2007.

We study the design of profit maximizing single unit auctions under the assumption that the seller needs to incur costs to contact prospective bidders and inform them about the auction. With independent bidders’ types and possibly interdependent valuations, the seller’s problem can be reduced to a search problem in which the surplus is measured in terms of virtual utilities minus search costs. Compared to the socially efficient mechanism, the optimal mechanism features fewer participants, longer search conditional on the same set of participants, and inefficient sequence of entry.
22
A. Heifetz, C. Shannon and Y. Spiegel.

The dynamic evolution of preferences, Economic Theory, 32 (2), 
251-286, August 2007.

This paper develops a general methodology for characterizing the dynamic evolution of preferences in a wide class of strategic interactions. We give simple conditions characterizing the limiting distribution of preferences in general games, and apply our results to study the evolutionary emergence of overconfidence and interdependent preferences.  We also show that this methodology can be adapted to cases where preferences are only imperfectly observed.
HC-IBRI SERIES IN TECHNOLOGY AND INFORMATION SYSTEMS

REPRINTS
4
A. Coman and B. Ronen.

Managing strategic and tactical constraints in the hi-tech industry, International Journal of Production Research, 45 (4), 779-788, February 2007.

This paper addresses the issue of constraint management in the hi-tech industry, from the vantage point of the theory of constraints (TOC). First, we argue that the hi-tech industry faces a market constraint in operations, and resource constraints in both research and development (R&D) and marketing and sales (M&S). We then make the distinction between strategic and tactical constraints, and build a methodology to identify and manage them.  While the TOC enables tactical treatment of the organization’s internal resource constraints, we consider the prevailing constraint to be in the external business arena. In the short term, organizations apply the TOC methodology to increase their throughput, usually by focusing on the internal constraints. This is defined as tactical constraint management. In the long term, they navigate to position themselves in relation to the business arena’s constraint. This is defined as strategic constraint management.  In the paper we address the strategic dilemma of where the constraints should be in the hi-tech industry and how to reposition them there. In so doing, we bear in mind the relatively high frequency at which the hi-tech industry constraints change their position, and provide examples of disruptive change.
8
A. Shoval-Katz and D. Te’eni.

The contingent impact of contextualization on computer-mediated collaboration, Organization Science, 18(2), 261-279, March-April 2007.

Computer-mediated collaboration, a rapidly expanding form of work, introduces unique opportunities but problems as well. One of these problems is the higher risk of misunderstandings. Current communication theories suggest that misunderstanding may be reduced by contextualization, i.e., providing contextual information to explain a core message. However, we hypothesize that contextualization is beneficial in some situations but not in others. Treating contextualization as a form of adaptive behavior, we propose a model for understanding its contingent impact on performance in collaborative tasks. We explain the motivation for contextualization and argue that it can be predicted by the extent to which the perspectives of the collaborators are different or shared: A difference of perspectives between collaborators motivates them to contextualize to increase mutual understanding (MU) and thereby increase performance. Computer support should also motivate communicators to contextualize by making it easier for them to do so. A controlled experiment tests these relationships in a collaborative machine-assembly task performed by dyads. We manipulate the collaborators’ perspectives and the level of computer support, and we measure contextualization behavior, MU, and performance. Results show that contextualization is effective only for dyads with different perspectives and may be detrimental when perspectives are similar.
11
I. Green, T. Raz and M. Zviran.

Analysis of Active Intrusion Prevention data for predicting hostile activity in computer networks, Communications of the ACM, 50 (4), 63-68, April 2007.

The manner in which data obtained from an Active Intrusion Prevention (AIP) system can be analyzed with standard statistical techniques and used to improve computer network security is described. In addition, the development and validation of a predictive model is presented together with a discussion on the practical implications of the significant variables.
15
A. Grosfeld-Nir, B. Ronen and N. Kozlovsky.

The Pareto managerial principle: When does it apply? International Journal of Production Research, 45 (10), 2317-2325, May 2007.

The well-known 80/20 Pareto principle and its refinement into “A”, “B”, and “C” categories give rise to a managerial methodology consisting of three steps: classification; differentiation; and resource allocation. This is an easy-to-implement and extremely effective methodology. It starts with the creation of “Pareto diagrams”, i.e. bar charts of attributes and their relative frequency, presented in descending order. Typically, Pareto diagrams are useful in that they provide managers with a summary of practical information, revealing critical attributes. However, sometimes a Pareto diagram is less informative than it might be, because the relative frequency is almost uniform. The objective of this article is to provide an analytical tool (an index) that employs the above-mentioned methodology to measure the closeness of empirical Pareto diagrams to an “ideal” Pareto diagram. The index developed is based upon entropy.
18
A. Segev, M. Leshno and M. Zviran.

Internet as a knowledge base for medical diagnostic assistance, Expert Systems with Applications, 33 (1), 251-255, July 2007.

The paper addresses the determination of the context of medical analysis case studies. A model of context recognition was used to extract information from actual medical cases. The goal of the research was to examine a method for encapsulating a patient’s medical history and current situation into keywords for the physician performing the analysis. The algorithm yielded good results in the analysis of the medical case studies and the model was able to determine the correct diagnosis in some of the cases. An advantage of the model is the use of the Internet as an existing database that is constantly updated for possible symptoms and diagnoses. The model can serve as a decision support system for a physician presented with a patient’s medical record. The model can assist in identifying some of the key issues in a patient’s medical records or can suggest a possible diagnosis. The model can therefore assist the physician in his review of a patient’s medical records.
21
D. Te’eni.

HCI is in business – focusing on organizational tasks and management, ACM Interactions, 14 (4), 16-19, July-August 2007.

Although not many managers have been hands-on computer users until recently, they have been critical users of computer output from the beginning of business computing, in the 1960s. Information Systems research, for example, has included an HCI thread for 40 years. Unfortunately, our fields have not interacted effectively, as noted in my January-February 2006 column. In this, the second guest-authored Timelines column, Dov Te’eni reviews four decades of HCI research in IS, describes its state today, and suggests where it is headed.
23
K. Lyytinen, R. Baskerville, J. Iivari and D. Te’eni.

Why the old world cannot publish? Overcoming challenges in publishing high-impact IS research, European Journal of Information Systems, 16 (4), 317-326, August 2007.

We review the status of European publishing in high-impact Information System (IS) journals, finding that the European publication record is disappointing. We consider popular explanations for this state of affairs and find them neither credible nor useful for improving the European record. We propose several constructive reasons for this including (1) the lack of appreciation of the article genre, (2) weak publishing cultures, (3) inadequate Ph.D. preparation for article publishing, (4) weak reviewing practices, (5) poorer command of research methods, (6) poorer understanding of the reviewing protocols, and (7) institutional shaping of research funding in Europe. We formulate several recommendations to affect these causes at the individual, institutional, journal, and European community level.
24
S. Neumann and L. Fink.

Gaining agility through IT personnel capabilities: The mediating role of IT infrastructure capabilities, Journal of the Association for Information Systems (JAIS), 8 (8), 440-462, August 2007

This study develops a research model of how the technical, behavioral, and business capabilities of IT personnel are associated with IT infrastructure capabilities, and how the latter are associated with IT-dependent organizational agility, which is conceptualized as comprising IT-dependent system, information, and strategic agility. Analysis of cross-sectional data collected from 293 IT managers generally corroborates the hypothesized relationships, showing that the technical and behavioral capabilities of IT personnel have a positive effect on infrastructure capabilities. The analysis also provides evidence that the effect of infrastructure capabilities on IT-dependent strategic agility is direct, as well as mediated by IT-dependent system and information agility. The validity of the findings is strengthened by demonstrating that the hypothesized research model fits the data better than two alternative theoretically-anchored models describing different relationships between the same constructs. This study advances understanding of the interrelationships between two major subsets of IT capabilities, and their relationships with the agility afforded by IT.
33
A. Segev, M. Leshno and M. Zviran.

Context recognition using internet as a knowledge base, Journal of Intelligent Information Systems, 29 (3), 305-327, December 2007.

Context recognition is an important component of the common sense knowledge problem, which is one of the key research areas in the field of Artificial Intelligence. The paper develops a model of context recognition using the internet as a knowledge base. The use of the internet as a database for context recognition gives a context recognition model immediate access to a nearly infinite amount of data in a multiplicity of fields. Context is represented here as any textual description that is most commonly selected by a set of subjects to describe a given situation. The model input is based on any aspect of the situation that can be translated into text (such as voice recognition, image recognition, facial expression interpretation, and smell identification). The research model is based on the streaming in text format of information that represents situations – internet chats, e-mails, Shakespeare plays, or article abstracts. The comparison of the results of the algorithm with the results of human subjects yielded a very high agreement and correlation. The results showed there was no significant difference in the determination of context between the algorithm and the human subjects.
35
P. Ein-Dor and D. Avison.

The status of the discipline of information systems, Proceedings of the International Conference on Information Systems, ICIS 2007, Montreal, Canada, December 9-12, 2007.

No Abstract
BOOKS
B. Ronen and S. Pass.
Focused Operations Management: Achieving More with Existing Resources, John Wiley and Sons, San Francisco, CA, October 2007.
Y. Eden and B. Ronen.
Approximately Right, Not Precisely Wrong: Cost Accounting, Pricing and Decision Making, North River Press, Great Barrington, MA, December 2007.
HC-IBRI SERIES IN HEALTHCARE MANAGEMENT

WORKING PAPERS

2/2007
J. Glazer and T. G. McGuire

The economics of quality indexes, 20 pp.


A quality index is a weighted average of the different dimensions of a product’s quality.  We show that when a producer enjoys some market power, social surplus (and consumer surplus) can be higher in the case where consumers can only observe an index of quality rather than where they can fully observe quality or where they cannot observe quality at all.  There will generally be a form of index that induces a strictly higher social (and consumer) surplus than in full information.  The immediate implication of this result is that if information about product quality is provided to consumers by some public agency and the objective of the agency is to improve market efficiency (or consumer surplus), it should not necessarily provide consumers with detailed information about the different attributes of the product.  The agency can do better by reporting only some average quality of the different attributes in the form of an index of quality.  Quality reporting in the form of a quality index can usefully be viewed as a mechanism design problem the solution of which is the “optimal” index.
12/2007
J. Glazer, T. G. McGuire, Z. Cao and A. Zaslavsky

Using global ratings of health plans to improve the quality of health care, 33 pp.


Global ratings, such as those based on consumer satisfaction, are a commonly used form of report on the performance of health plans and providers.  A simple averaging of the global rating by plan members leads to a problem:  it gives a plan greater incentives to improve services used by low-cost members than services used by high-cost members.  This paper presents a formal model of consumer formation of global ratings and the incentives these ratings convey to plans.  We use this model to characterize weights on consumer respondents to correct the incentive problem.  We implement our proposed solution using data from the Consumer Assessments of Health Care Providers and Systems (CAHPS) and the Medicare Current Beneficiary Survey (MCBS).  Our correction is low-cost, easily implemented on an on-going basis, and insensitive to assumptions about why health plans care about quality ratings.

24/2007
M. Leshno

The value of information for decision-making in the healthcare environment, 7 pp.

This study aimed to assess the contribution of information technology (IT) in improving the decision-making process in the medical environment and to examine the benefits of IT investments in the healthcare environment. It was conducted on a sample group of physicians representing two different areas of specialization – surgeons and specialists in internal medicine, and two different levels of seniority and experience – experts and juniors. All of the subjects use the dbMotion system installed at hospitals belonging to the largest HMO in Israel, which covers all historical information about the patient from all points at which treatment has been received and documented in the HMO’s information systems.
25/2007
M. Leshno

Applying data mining techniques in the development of a diagnostics questionnaire for GERD, 14 pp.

The aim of the present study was to identify a predictive cluster of symptoms that discriminates patients with GERD from patients with other types of dyspepsia, and to use methods of data mining – including in-sample and out-sample analysis – to develop a symptom score that might provide a clinical diagnostic tool for general practitioners.
HC-IBRI SERIES IN MARKETING

WORKING PAPERS

3/2007
J. Hornik and G. Miniero

Synchrony effect on customers’ response and behavior, 43 pp.


The purpose of this study is to determine whether customers’ diurnal preferences affect their responses and behavior when tested at different times of the day. The authors posit that consumers’ readiness to respond to the marketing environment is not always constant. Changes in their level of mental engagement with the world are most obvious in the contrasting states of sleep and wakefulness. A consumer’s general metabolic readiness to act is linked to his or her circadian arousal. Three studies explore whether synchrony between peak circadian arousal period and time of participant testing influences the results. The authors conduct an additional study to provide marketing researchers with a shorter and more practical scale, MEQr, that is psychometrically sound. Overall, the results suggest a robust synchrony and time-of-day effects on the dependent variables. The authors discuss the theoretical significance of their findings and the managerial implications for marketing research and practice.
4/2007
B. Libai, E. Muller and R. Peres

The growth of markets under within-brand and cross-brand word-of-mouth, 42 pp.

Word-of-mouth communication processes are increasingly drawing the attention of marketers and researchers, since they constitute a major factor in consumer decision making. Yet an overlooked issue is that the term “word-of-mouth” covers two distinctive processes – word-of-mouth at the brand level and word-of-mouth at the category level. Hence, an individual can adopt a brand either as a result of communication with adopters of the brand (within-brand word of mouth) or as a result of word-of-mouth from adopters of competing brands (cross-brand word-of-mouth). We show that the interplay of within-brand and cross-brand word-of-mouth can have a substantial effect on the growth of markets under competition. Due to brand level word-of-mouth current customers provide the market pioneer with an interaction advantage, which grows with time. Hence, we illustrate how customers should be viewed as market assets that create increasing returns during the diffusion process.  On the other hand, cross-brand word-of-mouth enables a market follower to enjoy a stronger takeoff compared with the pioneer. Together, the interplay between the two led us to theoretically predict the “dual pattern” of fast takeoff for a follower, yet followed by a growing gap in favor of the pioneer. Indeed we saw that such a pattern dominated market growth of the cellular industry in Western Europe. We explain the reasons behind this dual pattern, rule out straightforward alternative explanations, and discuss the managerial implications of our findings.

6/2007
T. Teeni-Harari and J. Hornik

Product-involvement among young vonsumers, 34 pp.

In light of the core role of product-involvement as a variable in the marketing information processing, the study at hand examines for the first time what are the factors that influence levels of product-involvement among young people (314 participants, ages 4-15). The findings indicate that product-involvement is significantly and negatively influenced by age, and significantly and positively influenced by product experience and by the attitudes of parents and peers. Only among young children (age 4-7) is product-involvement significantly and positively influenced by subjective product knowledge.  In light of these findings, the research presents some important recommendations for marketing practitioners in building marketing strategy for young people, as well as ethical issues concerning marketing targeting children and youth. 

26/2007
R. Shachar, T. Erdem, G. J. Fitzsimons and K. Wells


Brands: The opiate of the non-religious masses?, 34 pp.


Many researchers have suggested that people often form relationships that are religious in nature with brands.  The popular press has even proclaimed brands as the “new religion”.  With such implied associations between brands and religion as inspiration, this research aims to understand whether or not there is a significant relationship between consumers’ religiosity and their reliance on brand name products (i.e. the degree to which they prefer branded goods over non-branded goods).  First, the authors examine the relationship between religiosity and brand reliance in the U.S. at a macro level, using state level data. Next, they adopt a more micro-level analysis and examine the relationship between individual levels of religiosity and brand reliance using measures of behavior.  The results of both studies suggest that non-religious consumers rely on brands to a much greater degree than do religious consumers, particularly when income is high.  The article concludes with a discussion of the potential mechanisms driving this relationship.
27/2007
R. Shachar

The political participation puzzle and marketing, 44 pp.

This study shows that one of the most intriguing findings on political participation (that the participation rate is higher in close elections) is due to the omission of the marketing activities variables.  The finding is intriguing because (1) it seems to imply that people participate in elections because their vote might be decisive, but (2) such an incentive to vote is unreasonable since in a national election, the probability that someone’s vote will change the outcome is essentially zero.  This study presents a theoretical model that suggests that closeness does not affect the turnout rate directly, but rather through the marketing activities of the parties. In other words, we show that in equilibrium, close elections attract higher marketing spending, which in turn increases turnout.  We use data on the 1996-2004 presidential elections in the US to examine the model and its implications. Using structural (and non-structural) estimation we find that the data support the model and its implications. Specifically, closeness does not have a direct effect on turnout. Furthermore, the effect of marketing on turnout is quite dramatic. For example, we find that had the marketing activity been cancelled in the 2004 elections, the number of voters would have decreased by 14 million. Note that these results account for the endogeneity of the marketing variables. Finally, the structural estimation enables us to examine various additional research questions such as whether the candidates maximize their winning probability or their market share.
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Can you see the chasm? Innovation diffusion according to Rogers, Bass and Moore.  In N. K. Malhotra (editor), Review of Marketing Research. Sharpe, January 2007.
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12
R. Shachar and Z. Eckstein.

Correcting for bias in retrospective data, Journal of Applied Econometrics, 22 (3), 657-675, April-May 2007.

When panel data are not available, retrospective data are used in the estimation of dynamic choice models. However, retrospective data are not reliable. Previous studies of voting choices, for example, have shown that respondents misreport their past choices in order to appear more consistent with their current choice. Such retrospective bias leads to inconsistent estimates, especially when there is state dependence in choices. Specifically, observed persistence in retrospective data may be due to (a) true state dependence, (b) unobserved heterogeneity, and (c) retrospective bias in reporting previous choices. Whereas Heckman in his 1981 study deals with (a) and (b), we introduce a method to estimate true state dependence while accounting for both unobserved heterogeneity and retrospective reporting bias. Our method is based on modeling the reporting behavior and integrating it into the estimation. The identification strategy is based on the correlation between the reported previous choices and current exogenous variables. Using data on Israeli voters, we find that the probability that a respondent whose vote intention in 1991 differed from his or her past voting choices would lie about their past choices is 0.23.
26
A. Bharat and R. Shachar.

(Noisy) communication, Quantitative Marketing and Economics, 5 (3), 211-237, September 2007.

Communication is central to many settings in marketing and economics. A focal attribute of communication is miscommunication. We model this key characteristic as a noise in the messages communicated, so that the sender of a message is uncertain about its perception by the receiver, and then identify the strategic consequences of miscommunication. We study a model where competing senders (of different types) can invest in improving the precision of the informative but noisy message they send to a receiver, and find that there exists a separating equilibrium where senders’ types are completely revealed. Thus, although communication is noisy it delivers perfect results in equilibrium. This result stems from the fact that the senders’ willingness to invest in improving the precision of their messages can itself serve as a signal. Interestingly, the content of the messages is ignored by the receiver in such a signaling equilibrium, but plays a central role by shaping her beliefs off the equilibrium path (and thus, enables separation between the types). This result also illustrates the uniqueness of the signaling model presented here. Unlike other signaling models, the suggested model does not require that the costs and benefits of the senders will be correlated with their types to achieve separation. The model’s results have implications for various marketing communication tools such as advertising and sales forces.
27
J. Goldenberg, B. Libai, S. Moldovan and E. Muller.

The NPV of bad news, International Journal of Research in Marketing, 24 (3), 186-200, September 2007.

We explore the effects of individual- and network-level negative word-of-mouth on a firm’s profits using an agent-based model, specifically an extended small-world analysis. We include both permanent strong ties within the social network, and changing, often random, weak ties with other networks. The effect of negative word-of-mouth on the Net Present Value (NPV) of the firm was found to be substantial, even when the initial number of dissatisfied customers is relatively small. We show that the well-known phenomenon of the strength of weak ties has contradictory effects when taking into account negative word-of-mouth: Weak ties help to spread harmful information through networks and can become a negative force for the product’s spread.
28
J. Hornik, E. Cohen and R. Amar.

A facet metatheoretical approach to advance consumer behavior knowledge, Psychology & Marketing, 24(9), 787-813, September 2007.

This paper provides an overview of Facet Theory, a systematic approach to facilitate theory construction, research design, and data analysis for complex studies. Facet Theory is appropriate to marketing theories and particularly consumer behavior. In Facet Theory, the definition of the behavioral domain facilitates the rationale for hypothesizing structural relationships among variables employed in a research study. Examples are shown from various areas to illustrate the methods and results of structural analysis using Facet Theory data analysis techniques such as Smallest Space Analysis (SSA), Discrimination Coefficient (DISCO), and Partial Order Scalogram Analysis (POSA). The use of Facet Theory and conceptual tools like the “mapping sentence” and “universe of content,” is shown to provide new insights into existing consumer data. It allows for the diagnosis and discrimination of consumers’ behavioral traits and makes the generalization and replication of findings easier.
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S. Ellis, I. Drori and Z. Shapira

Genealogy as evolutionary dynamics, 53 pp.


The goal of this study is to understand the evolutionary processes of industrials sectors using a genealogical perspective. We argue that the potency of organizational genealogies depends on two factors: (a) the entrepreneurial tendency of the genealogy’s founding parents, and (b) their imprinting potential, that is, their ability to imprint their values and blue-prints on progenies in a multigenerational evolution within an industrial sector.  The study was conducted on the Israeli ITC sector (852 firms as of August, 2005). We identified 5 genealogies: Telrad, Tadiran, ECI, RAD Data Communication and Comverse. Analysis of the genesis events of the founding parents’ firms and examination of their entrepreneurial activities enabled us to rank the 5 genealogies along the entrepreneurial dimension. Analyzing the founding firms’ stability along time and intergenerational direct channels for diffusing their values (number of serial founders or intergenerational ventures) allows us to rank the 5 genealogies along the second dimension – imprinting potential. We find that the firms that rank highest on the two dimensions (RAD and Comverse) are those marked by higher potency (measured by volume, pace of growth, durability and openness) than the three other genealogies (Telrad, Tadiran and ECI).
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Entry on Eli Hurvitz, In M. R. Fischbach (editor-in-chief), Biographical Encyclopedia of the Modern Middle East and North Africa, Thomson Gale, November 2007.
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אי שוויון בתגמולים, הצדקת אי השוויון ומשוב והשפעתם על ביצועים בעבודה
במסגרת קבוצתית, 6 עמודים
H. Goren

Pay differentials, the justification for them, and their effect on group performance, 6 pp.


The effects of unjustified and justified pay-inequity on group performance were studied in an experiment using an idea generation task similar to those used in social loafing research. To create justification for pay-inequity participants received feedback concerning their success in a similar training task, which was either positive (above average) or negative (below average). To maintain experimental equivalence identical training and feedback were given in other conditions as well. It was hypothesized that unjustified pay-inequity will reduce group performance, and that inequity justification will mitigate this effect. It was also hypothesized that the inequity manipulations will affect those receiving low payoffs more that it will affect those receiving high payoffs and that there will be a main effect for the feedback manipulation. Results did not support all research hypotheses. Instead, the data is suggestive of a complex interaction between performance feedback, pay differences and their justification.

16/2007
M. Westman, D. Etzion and E. Gattenio

International business travels and the work-family interface: A longitudinal study, 34 pp.


We examined fluctuations in the levels of work-family conflict (WFC), family-work conflict (FWC) and burnout during three different stages of international business trips among 66 business travelers. Participants completed questionnaires prior to the trip, during the stay abroad and after the trip.  Analysis of variance detected differences in WFC, FWC and burnout levels among the three stages of the trip, moderated by gender. The relationships of WFC and FWC with burnout were positive, and the direction of the relationship was reciprocal.  This study advances work-family interface theory and research by focusing on both between- and within-individual variations in work-family attitudes. Thus it captures the dynamic of this phenomenon. 
17/2007
A. Wrzesniewski, I. Drori and S. Ellis

The evolution of culture through the enactment of symbolic boundaries in post-merger integration, 57 pp.


Culture is a key factor for implementing and managing successful post-merger integration. Drawing on ethnographic research at a multinational IT organization founded out of sequential M&As, we examine the evolution of culture during the post-merger integration period. Comparing the demarcation of symbolic boundaries in the firms prior to the merger, we observe that the symbolic boundaries enacted by managers, based on their pre-merger cultures, shaped the culture that emerged during the post-integration period. Managers selected and demarcated several cultural categories which formed symbolic boundaries of the new, post-merger culture. Actors’ knowledge of their pre-merger cultures and their ability to apply them in the new context is considered, in our analysis to be the key mechanism for building culture in M&As.

22/2007
A. Pazy and Y. Ganzach

Predicting committed behavior: Exchange ideology and pre-entry perceived organizational support, 31 pp.


A longitudinal field study conducted in a military setting examined the effects of exchange ideology, pre-entry Perceived Organizational Support, and their interaction, on initial and long term committed behavior. The effect of exchange ideology was compared to that of a solidly validated biodata score which was assessed with a structured interview. The sample consisted of 1276 conscripts to military service. Results showed that exchange ideology had effects on both initial and long term committed behavior; these effects were stronger than those of pre-entry Perceived Organizational Support, and comparable to those of the biodata structured interview.
23/2007
A. Pazy and Y. Ganzach

Pay contingency and the effects of perceived organizational and supervisor support on performance and commitment, 45 pp.

Applying a social exchange perspective, three studies examined how the effects of Perceived Organizational Support (POS) and Perceived Supervisor Support (PSS) on performance and commitment are constrained by pay contingency. Study 1 showed a negative interaction between POS and pay contingency and a positive interaction between PSS and pay contingency in their effects on performance, and non-significant interactions regarding commitment. In Studies 2 and 3, which were conducted in high pay contingency field settings, performance was affected by PSS but not by POS, whereas commitment was affected by POS but not by PSS. Implications of these moderation effects are discussed.
REPRINTS
1
A. Galin, M. Gross and G. Gosalker


E-negotiation versus face-to-face negotiation:  What has changed – if anything?, Computers in Human Behavior, Vol. 23(1), 2007, pp. 787-797.

The focus of the present study is the relatively new and still controversial electronically mediated negotiation (hence denoted e-negotiation) as compared to the good old face-to-face negotiations. The main research question is the impact that the type of negotiation media (face-to-face versus e-negotiation) has on the features of the negotiation process (duration and tactics) and on its outcomes. It also examines the moderation effects of the sequence of the negotiation media, i.e., face-to-face negotiation, when carried out prior to, or after e-negotiation. For this purpose, 80 young students were exposed to the two types of negotiations, whilst various intervening variables were controlled by randomization. It was found that the negotiation media, as well as the negotiation sequence, barely affects the negotiation outcomes. Face-to-face negotiation was no different than e-negotiation, in terms of the final price, the number of installments for the balance and the sum of the advanced payment. However, both the negotiation media and the negotiation sequence significantly affected the main features of the negotiation process, in terms of time duration and the use of hard or soft tactics. These results are discussed and interpreted in terms of existing theories.
2
D.J. Brown, L.D. Ferris, D. Heller and L.M. Keeping.


Antecedents and consequences of the frequency of upward and downward social comparisons at work, Organizational Behavior and Human Decision Processes, 102 (1), 59-75, January 2007.


The current paper examines the dispositional and situational antecedents, as well as the attitudinal and behavioral consequences, of the frequency of upward and downward social comparisons. We predicted social comparison frequency would be influenced by uncertainty-related antecedents, and that social comparisons in organizations would be characterized by contrast, not assimilation, effects.  A large and occupationally diverse sample of 991 employed adults was surveyed at three separate points in time over a 12–16 week period. Our results, based on structural equation modeling, indicated that (a) role ambiguity, task autonomy, and core self-evaluations were significant predictors of upward social comparison, (b) upward social comparison was significantly negatively related to job satisfaction and affective commitment, (c) downward social comparison was significantly positively related to job satisfaction and affective commitment, and (d) upward and downward social comparisons had significant positive and negative indirect effects on the frequency of job search behaviors, respectively. The findings are discussed in terms of their general implications for understanding the importance of directional social comparison processes in organizational settings.
7
R.G. Cinamon, Y. Rich and M. Westman.


Teachers’ occupation-specific work-family conflict, The Career Development Quarterly, 55 (3), 249-261, March 2007.

To expand work-family conflict (WFC) research to specific occupations, this study investigated how work and family generic and occupation-specific stressors and support variables related to family interfering with work (F [right arrow] W) and work interfering with family (W [right arrow] F) among 230 Israeli high school teachers. Further expanding WFC research, the authors assessed WFC effects on burnout and vigor. Results indicated that W [right arrow] F conflict was related to generic variables and more so to distinctive teaching characteristics (e.g., investment in student behavior and parent-teacher relations). Both W [right arrow] F and F [right arrow] W predicted burnout, whereas only F [right arrow] W predicted vigor. Implications for WFC research and occupational health programs are discussed.
14
D. Heller, J. Komar and W.B. Lee.

The dynamics of personality states, goals and well-being, Personality and Social Psychology Bulletin, 33 (6), 898-910, May 2007.

The authors examine the within-individual dynamics of Big-5 personality states over time in people’s daily lives. They focus on the magnitude of this within-individual variability, and the associations between personality states, short-term goals, and subjective well-being states. A total of 101 undergraduate students participated in a 10-day interval-contingent diary study. The authors’ findings, based on multilevel procedures, establish a considerable amount of within-individual variability that is both (a) equal to or larger than that observed between individuals and (b) larger than or similar to other constructs assessed with a state approach (e.g., self-esteem and mood). In addition, both neuroticism and extraversion states are systematically related to the short-term pursuit of approach-avoidance goals. Finally, support was obtained for the mediating role of both neuroticism and extraversion states of the association between goals and subjective well-being. In sum, the authors’ findings testify to the importance and utility of studying within-individual variability in personality states over time.
16
A. Bakker, M. Westman W. and Schaufeli.

Crossover of burnout: An experimental design, European Journal of Work and Organizational Psychology, 16 (2), 220-239, June 2007.

Two studies tested the hypothesis that burnout may cross over from one person to another. In Study 1, teachers were randomly exposed to a bogus newspaper article in which a colleague expressed himself negatively about his work (burnout condition), or about a topic unrelated to work (control condition). The results showed that participants’ burnout (exhaustion and depersonalization) was higher in the burnout condition compared to the control condition. In Study 2, soldiers were randomly exposed to a videotape of a burned-out or an engaged colleague who was either similar in profession and status (soldier), or who had a considerably higher status (squadron leader). The results were partly consistent with those of Study 1, and confirmed the crossover of burnout (cynicism and reduced professional efficacy). In line with predictions, a significant interaction effect for cynicism revealed that the crossover of burnout is moderated by similarity with the stimulus person.
19
W.Q.E. Perunovic, D. Heller, and E. Rafaeli.

Within-person changes in the structure of emotion:  The role of cultural identification and language, Psychological Science, 18 (7), 607-613, July 2007.

This study explored the within-person dynamic organization of emotion in East-Asian Canadian bicultural individuals as they function in two cultural worlds. Using a diary design, we examined under what conditions their emotional structure resembles that of Westerners or that of East Asians. As predicted, when these bicultural individuals identified with a Western culture or had recently spoken a non-Asian language, their positive and negative affect were inversely associated. When they identified with an Asian culture or interacted in an Asian language, this inverse association disappeared. This study shows that as bicultural individuals identify and communicate with members of one or the other cultural group, they may adopt a culturally congruent phenomenology, including a distinct affective pattern.
25
R. Ilies, K. Schwind and D. Heller.

Employee well-being: A multilevel model linking work and nonwork domains, European Journal of Work and Organizational Psychology, 16 (3), 326-341, September 2007.

In this article, we review recent methodological developments that have enabled conceptual advances addressing intraindividual processes leading to psychological well-being. We contend that the introduction of dynamic assessment methodologies for sampling experiences, feelings, and behaviours on and off the job, together with the implementation of multilevel modelling strategies in organizational research on well-being, should lead to the development of richer models of employee well-being (compared to existing theoretical models). Accordingly, we develop a model of employee well-being that considers both personal and situational predictors, and both work and nonwork well-being indicators, as well as the real-time relationships between well-being antecedents and indicators across these two life spheres.
30
O. Rogowski, I. Shapira, S. Toker, S. Melamed, A. Shirom, D. Zeltser and S. Berliner.

Very low C-reactive protein in apparently healthy individuals: Physiological status or just a reflection of an improved health profile, Biomarkers, 12 (6), 645-656, November 2007.

The objective of our study was to determine whether the very low concentrations of C-reactive protein (CRP) detected by high-sensitivity CRP (hs-CRP) assays that one encounters from time to time in apparently healthy individual represent a physiological status or are just a reflection of an improved general health profile. The concentration of hs-CRP was determined by using the Behring BN II nephelometer. The arbitrary cut-off point of hs-CRP (≤0.16mgl-1) was determined at the lower detection level of the assay. A total of 6588 apparently healthy individuals were screened following exclusion of recent infection/inflammation by using a detailed questionnaire. One hundred and sixty (2.4%) individuals out of the above-mentioned cohort presented hs-CRP concentrations of ≤0.16mgl-1. They were found to be significantly younger and lean, had an improved lipid profile and an attenuated acute-phase response in terms of lower erythrocyte sedimentation rate and fibrinogen concentration as well as white blood cell count. In addition, these individuals had less atherothrombotic risk factors, except for smoking habits which were as frequent as in those of individuals with a higher hs-CRP concentration. After calculating the concentration of this biomarker following multiple adjustments, the individuals with very low CRP remained with a very low value despite the multiplicity of the adjustments. We raise the possibility that this particular low concentration might represent a physiological status and is not necessarily a result of the improved general health profile per se.
34
D. Heller, D. Watson, J. Komar, J. Min and W.Q.E. Perunovic.

Contextualized personality: Traditional and new assessment procedures, Journal of Personality, 75 (6), 1229-1254, December 2007.

We describe our ongoing program of research related to the assessment of contextualized personality, focusing on social roles and cultural cues as contextual factors. First, we present our research employing the traditional assessment approach, wherein participants are asked to rate explicitly their personality across several different roles. We argue that this hypothetical approach is potentially susceptible to the influence of stereotypes, social desirability, and demand characteristics. We therefore describe the development of three novel and subtle assessment procedures that are based on obtaining online self-representations that are activated while occupying a specific context. Finally, the strengths and limitations of all four approaches, as well as directions for future research in the study of contextualized personality, are discussed.
36
A. Shirom.

Explaining vigor: On the antecedents and consequences of vigor as a positive affect at work.  In C.L. Cooper & D. Nelson (editors), Organizational Behavior: Accentuating the Positive at Work (pp. 86-101), Sage Publications, Thousand Oaks, CA, 2007.
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