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WORKING PAPERS

18/2008
M. Abudy and S. Benninga

Taxation and the Value of Employee Stock Options, 55 pp.

This paper derives firm value implications for various kinds of employee stock options (ESOs) in a framework that considers uncertainty and the U.S. statutory tax treatment, and under the assumption that the employee is offered an option package whose economic value is equal to an alternative lump-sum wage W. We extend the analysis of ESOs from the case of perfect capital markets, in which state prices for the firm and the employee are equal, to two cases of imperfect capital markets. When markets are competitive with corporate taxes, the firm’s NPV from stock option grants is zero. In a Miller equilibrium the firm’s NPV from ISO grants is always larger than from NSO grant. In imperfect markets options are generally a non-optimal form of compensation, although the degree of option inferiority depends on employee diversification. In general firm hedging of ESOs is suboptimal.
17/2008
E. Berkovitch, R. Israel and Y. Spiegel


A Double Moral Hazard Model of Organization Design, 33 pp.

We develop a theory of organization design in which the .firm's structure is chosen to mitigate moral hazard problems in the selection and the implementation of projects. For a given set of projects, the “divisional structure,” which gives each agent the full responsibility over a subset of projects, is more efficient than the “functional structure,” under which projects are implemented by teams of agents, each of which specializes in one task.  However, the ex post efficiency of the divisional structure may encourage the firm’s manager to select more expensive (but still profitable) projects ex ante.  We examine how the tradeoff between ex post efficiency in the implementation of projects and ex ante efficiency in the selection of projects is affected by various factors like size, complexity, and asymmetry in the importance of tasks. We also explore the desirability of adopting a narrow business strategy.  
16/2008
Y. Izhakian, A. R. Ofer and A. Wohl

Selectivity and the Probability of Beating a Benchmark, 19 pp.

To increase the probability of beating a benchmark, selectivity should increase the expected return by more than one-half of the extra variance it induces. If selectivity does not provide excess returns, then the probability of beating the benchmark decreases as the number of stocks decreases, or the investment horizon increases. We demonstrate these propositions using US stock returns and international indices returns.
15/2008
A. Ben-Rephael, S. Kandel (deceased) and A. Wohl

The Price Pressure of Aggregate Mutual Fund Flows, 31 pp.

This paper uses a unique database: a complete record of aggregate daily flows to equity mutual funds in Israel. We find that fund flows are positively auto-correlated, and also find a high positive correlation between flows to market returns (R2 of 20%). Approximately one-half of the price change is reversed within 10 trading days. We demonstrate, using a trading strategy based on this pattern, that the reversal is economically significant. These findings support the “price pressure hypothesis” regarding mutual fund flows: Mutual fund flows create temporary price shocks that are subsequently corrected. These findings complement microstructure research concerning price impact and price noises in stocks by indicating price noise at the aggregate market level. 

14/2008
J. Aharony, S. Orpurt and J. Wang

Does Debt-IPO by Private Equity Firms Trigger Financial Statement Management? 50 pp.


This study presents evidence of financial statement management by private equity firms that only issue debt in an initial public offering. We report that debt-IPO firms exhibit ratios important to a credit rating agency (Standard & Poor’s) that are in the worse end of that ratio’s distribution for a particular rating (e.g., AAA, BBB, etc.) category. We interpret this finding as evidence of financial statement management because these ratios involve earnings, cash flows, and other financial data on all three major financial statements. The visible benchmark (the well publicized credit rating criteria used by Standard & Poor’s to rate debt) helps our study contribute to the extant earnings management literature because benchmarks used in the existing literature, such as earnings forecasts and zero profit, are problematic, spawning criticisms of those study’s conclusions.
10/2008
Y. Izhakian and S. Benninga

The Uncertainty Premium in an Ambiguous Economy, 30 pp.


The uncertainty premium is the premium that is derived from not knowing the sure outcome (risk premium) and from not knowing the precise odds of outcomes (ambiguity premium). A recent paper by Klibanoff, Marinacci and Mukerji (KMM, 2005) generalizes a smooth version of the max-min expected utility model with multiple priors. We construct the uncertainty premium based on the KMM model (generalizing Pratt’s risk premium). We show that when consumer preferences are characterized by constant relative risk and ambiguity aversion, the uncertainty premium can decrease with an increase in agent risk aversion. This happens because increasing risk aversion always results in a lower ambiguity premium. Similar qualitative results hold for the case of constant absolute ambiguity aversion. The positive ambiguity premium might give an additional explanation to the equity premium puzzle.

8/2008
E. Amir, E. Einhorn and I. Kama

The Role of Disaggregated Accounting Data in Detecting and Suppressing Earnings Management, 55 pp.

Though ample empirical evidence alludes to the importance of disaggregated accounting data in the context of earnings management, extant theory considers biases in reporting earnings mostly at the aggregated level of the reported earnings. By introducing accounting disaggregation into the conventional theoretical framework of earnings management, this study highlights the essential role that disaggregated accounting information plays in detecting and suppressing earnings management activities. Disaggregated accounting information is shown to be especially effective in this role when it consists of components that are tightly interrelated by their fundamental economic nature and highly diverse in their sensitivity to reporting manipulations.
6/2008
J. Oded and A. Michel

Stock Repurchases and the EPS Enhancement Fallacy, 21 pp.

A common belief among practitioners and academics is that the increased EPS associated with a stock repurchase creates value for a firm’s shareholders. In this paper we show that this belief is flawed. We demonstrate using a numerical example the magnitude of the distortion that arises from using EPS to make such repurchase decisions. We similarly analyze alternative payout policies, namely the payment of dividends and cash accumulation. We show that relative to cash accumulation, both the negative effect of dividends and the positive effect of repurchases on EPS are not associated with changes in the wealth of the shareholders at time 0. Moreover, we demonstrate the effect that alternative payout policies would have had on Exxon-Mobil’s EPS, given its recent history of sizable share repurchases and large dividend payments. While financial analysts are familiar with the Miller-Modigliani theories about the irrelevance of payout policy, EPS continues to drive many repurchase decisions. Our analysis guides financial analysts how to interpret EPS changes, namely how to distinguish between EPS changes that reflect value enhancement from EPS changes that do not.

3/2008
M. Abudy and S. Benninga

Taxation and the Value of Employee Stock Options, 55 pp.

We derive firm value implications for various kinds of employee stock options (ESOs). In a framework that considers uncertainty and the statutory tax treatment as specified in the U.S. tax code and under the assumption that the employee is offered an option package whose economic value is equal to an alternative lump-sum wage W, we find whether the firm benefits from granting qualified or non-qualified stock options, and also compare between both options types (from the firm perspective). We also examine the benefit of the firm in case it hedges itself from the option grant by repurchasing its stock at the option grant date. We analyze the cases of perfect and imperfect capital markets. Under perfect capital markets (“base case”), we show that the value to the firm of the issuance of different types of ESOs depends critically on the tax system. When there are only corporate taxes, the firm’s NPV from NSO grant is zero. We show that, ceteris paribus under Miller’s equilibrium, the firm’s NPV from ISO grant is always larger than from NSO grant. Under imperfect capital markets, when there are only corporate taxes, the firm’s NPV from NSO grant is negative. We show that, ceteris paribus under Miller’s equilibrium, the firm’s NPV from ISO grant is not always larger than the NPV from NSO grant, and depends on the gap between the public and private state prices. Finally, we model the situation in which the firm, in order to avoid the uncertainty surrounding the cost of issuing ESO, purchases stocks at the grant date. We show that the NPV in the non-hedging case (from the firm perspective) will always be higher than the NPV in the hedging case. This outcome holds for perfect and imperfect capital markets and for NSOs and ISOs.
REPRINTS
61
J. Oded and A. Michel

Stock repurchases and the EPS enhancement fallacy, Financial Analysts Journal, 64(4), 62-75, 2008.


A common belief among practitioners and academics is that the increased EPS associated with a stock repurchase creates value for a firm’s shareholders. This belief is flawed. With the use of a numerical example and an analysis of Exxon Mobil’s recent stock repurchases, this article demonstrates the magnitude of the distortion that arises from using EPS to make such repurchase decisions. The effect of share repurchase is also compared with the effects of alternatives – payment of dividends and cash accumulation. Relative to cash accumulation, neither the negative effect of dividends nor the positive effect of repurchases on EPS is associated with changes in the wealth of shareholders at time zero.
42
D. Weiss and M.W. Maher

Operational hedging against catastrophes (Winner of the Best Paper Award at the Second European Risk Conference and listed on SSRN’s Top Ten Downloads List for Management Accounting, October, 2008), Journal of Operations Management, forthcoming, 2008.


NO ABSTRACT 

41
D. Weiss, P.A. Naik and C.-L. Tsai

Extracting forward looking information from security prices: A new approach, The Accounting Review, 83(4), 1101-1124, 2008.

This paper proposes a new index to extract forward-looking information from security prices and infer market participants’ expectations of future earnings.  The index, called market-adapted earnings (MAE), utilizes stock returns and fundamental accounting signals to estimate market expectations of future earnings at the firm level.  MAE outperforms time-series models (e.g., random-walk) in predicting future earnings.  Results demonstrate the usefulness of MAE for firms that have no analyst following.
38
E. Einhorn and A. Ziv


Intertemporal dynamics of corporate voluntary disclosures, Journal of Accounting Research, 46(3), 567-589, June 2008.

While empirical evidence alludes to the intertemporal nature of corporate voluntary disclosures, most of the existing theory analyzes firms’ voluntary disclosure decisions within single-period settings.  Introducing a repeated, multiperiod, disclosure setting, we study the extent to which firms’ strategic disclosure behavior in the past affects their propensity to provide voluntary disclosures in the future.  Our analysis demonstrates that by voluntarily disclosing private information firms make an implicit commitment to provide similar disclosures in the future, and therefore are less willing to voluntarily disclose information in the first place. This effect is expected to be of larger magnitude for firms (1) with a long history of absence of voluntary disclosures and an impressive past operating performance, or (2) that operate in a relatively stable and predictable business and information environment, or (3) whose managers have a long time horizon and a high degree of risk aversion.

HC-IBRI SERIES IN MANAGERIAL ECONOMICS

AND OPERATIONS RESEARCH

WORKING PAPERS

21/2008
S. Anily and M. Haviv

Cooperation in Service Systems, 33 pp.


We consider a number of servers that may improve the efficiency of the system by pooling their service capacities to serve the union of the individual streams of customers. This economies of scope phenomenon is due to the reduction in the steady-state mean total number of customers in the system. The question we pose is how the servers should split among themselves the cost of the pooled system. When the individual incoming streams of customers form Poisson processes and individual service times are exponential, we define a transferable utility cooperative game in which the cost of a coalition is the mean number of customers (or jobs) in the pooled system. We show that albeit the fact the characteristic function is neither monotone nor concave, the game (and its subgames) possess non-empty cores. In other words, for any subset of servers there exist cost-sharing allocations under which no partial subset can take advantage by breaking away and forming a separate coalition. We give an explicit expression for all (infinitely many) non-negative core cost allocations of this game.  Finally, we show that except for the case where all individual servers have the same cost, there exist infinitely many core allocations with negative entries, and we show how to construct a convex subset of the core where at least one server is being paid in order to join the grand coalition.
12/2008
S. Anily, H. Groenevelt, A. Grosfeld-Nir and J. N. Duanis

Batch Sizing and Optimal Contracts for a Deteriorating Production Process, 30 pp.


We consider a production process that deteriorates while processing a single batch aimed at satisfying a known demand. The conformance probability of a unit depends on the state of the process at the time the unit is produced. The stochastic process describing the state of the system can be extremely general; essentially the only assumption is that the conformance rate cannot improve over time. It is shown that the well known cases of binomial yield, uniform yield and interrupted geometric yield are all special cases of our deterioration process. In addition, we introduce a new binomial-interrupted-geometric (BIG) yield process in which the production process transitions from an in-control state to the out-of-control state occur at a constant failure rate. The conformance probability of a unit produced while the process is in-control is constant and higher than the respective probability while the process is out-of-control. The revenue structure consists of a selling price, a salvage value and a penalty for shortage. The production cost is linear in the batch size. We first consider the problem of determining an optimal batch size that maximizes the expected profit for a specific demand. Then we consider a version of the problem where the manufacturer can select the contract size, and we show that it is closely related to the well-known newsvendor problem. Finally we illustrate our results numerically.

11/2008
D. Samet

The Sure-Thing Principle and Independence of Irrelevant Knowledge, 16 pp.

Savage (1954) introduced the sure-thing principle in terms of the dependence of decisions on knowledge, but gave up on formalizing it in epistemic terms for lack of a formal definition of knowledge. Using simple models of knowledge, we examine the sure-thing principle, presenting two ways to capture it. One is in terms of the union of future events, for which we reserve the original name – the sure-thing principle; the other is in terms of the intersection of kens – bodies of agents’ knowledge – which we call independence of irrelevant knowledge. We show that the two principles are equivalent and that the only property of knowledge required for this equivalence is the axiom of truth – the requirement that whatever is known is true. We present a symmetric version of the independence of irrelevant knowledge which is equivalent to the impossibility of agreeing to disagree on the decision made by agents, namely the impossibility of agents making different decisions being common knowledge.
1/2008
H. Tahar Yitzak, J. Hornik and Y. Tauman


Modeling and Designing Advertising Agencies Compensation Systems:  A Game Theoretical Approach, 48 pp.

Advertising agencies have historically received the major share of their compensation as commission or on the basis of one or more fee structures (Na, Marshall & Son, 2003). Today, agencies are under more pressure than ever to demonstrate their accountability and prove the value of their contribution to their advertisers. Advertisers tend to view result-based payment schedules as a proof of the advertising agency’s value contribution.  Since neither commission nor fee systems are based directly on the results of advertising campaigns and/or agency performance, advertisers felt dissatisfaction and called for the development of compensation systems for advertising agencies that are based on performance to a larger degree (Dagnoli, 1990; Dagnoli & Freeman, 1988; Lafayette, 1988, 1990; Liesse, 1990; Wentz, 1989; Zhao, 2005). The main conflict between advertisers and their advertising agencies arises out of their different goals and risk preferences, which lead them to favor different courses of action. Furthermore, the advertiser-agency relationship creates an information asymmetry issue for both sides.  Most research and studies conducted with the aim of resolving this conflict and reconciling the interests of both parties have relied on the theory of agency and have failed to lead to a stable equilibrium for both parties. Therefore, we suggest a theoretical model based on signaling theory and auction theory, which might lead to a stable optimal solution for both sides. We also designed an optimal compensation system scheme based on the theoretical model. Our research contains the following sections: Section One presents a description of the motivation behind this research. Section Two presents a review of the relevant literature. Section Three introduces a theoretical model based on the “signaling game” under the conditions required for a “separating equilibrium” and a “pooling equilibrium.” The presence or absence of these conditions may assist advertisers in distinguishing between a suitable and a less suitable advertising agency. Section Four presents an empirical study, including its method, data analysis and major pre-test results. Finally, we introduce the major contribution of the study, and a short description of a second empirical study using choice-based conjoint analysis.
REPRINTS
64
M. Givon and A. Grosfeld-Nir

Using partially observed Markov processes to select optimal termination time of TV shows, Omega, 36(3), 477-485, 2008.

This paper presents a method for optimal control of a running television show. The problem is formulated as a partially observed Markov decision process (POMDP).  A show can be in a “good” state, i.e., it should be continued, or it can be in a “bad” state and should therefore be changed. The ratings of a show are modeled as a stochastic process that depends on the show’s state.  An optimal rule for a continue/change decision, which maximizes the expected present value of profits from selling advertising time, is expressed in terms of the prior probability of the show being in the good state. The optimal rule depends on the size of the investment in changing a show, the difference in revenues between a “good” and a “bad” show and the number of time periods remaining until the end of the planning horizon. The application of the method is illustrated with simulated ratings as well as real data.

63
E. Karni and Z. Safra

Moral sentiments and social choice, Social Choice and Welfare, 30(3), 427-446, 2008.


We examine the implications, for social choice, of individuals having an intrinsic sense of fairness. Taking the viewpoint that social justice reflects the moral attitudes of the constituent members, we analyze the effect of the intensity of the individual sense of fairness on the solution of Nash bargaining over random allocation procedures.  We use a stylized model of university admission policies to illustrate our approach. We show that even if social policies are ultimately determined by the bargaining power of the different groups, a society whose members have a common notion of fairness tends to implement fairer admission policies when the intensity of the sense of fairness of individual members increases.
62
Z. Safra and U. Segal

Calibration results for non-expected utility theories, Econometrica, 76(5), 1143-1166, 2008.

Rabin (2000) proved that a low level of risk aversion with respect to small gambles leads to a high, and absurd, level of risk aversion with respect to large gambles. Rabin’s arguments strongly depend on expected utility theory, but we show that similar arguments apply to general non-expected utility theories.
HC-IBRI SERIES IN TECHNOLOGY AND INFORMATION SYSTEMS

WORKING PAPERS

23/2008
D. Te’eni

Knowledge Exchange in the Shrines of Knowledge:  The “How’s” and “Where’s” of Knowledge Exchange Processes, 40 pp.

Academic conferences are places of situated learning dedicated to the exchange of knowledge. Knowledge is exchanged between colleagues who are looking to enhance their future research by taking part in several types of formal and informal encounters (lectures, discussions and social events), with an increasing usage of IT (communication methodologies, databases and hardware).  Exchange processes and the influence of the use of IT in these various types of encounters were studied during the 2007 International Conference of Information Systems (ICIS) held in Montréal. The results describe the types of knowledge sharing that took place during different events at the conference. Two forms of knowledge exchange were analyzed: formal, guided, planned knowledge sharing in lectures or discussions, and informal knowledge exchange during social events. Data were collected from 274 participants at the conference. Knowledge sharing in the formal events was higher compared to the informal events and was perceived as contributing more to future research and the creation of social relationships. In contrast, informal knowledge sharing was higher than formal knowledge sharing as regards job enhancement and initiation of encounters.  The discussion centers on planning and evaluating conferences in terms of seeking, creating and sustaining exchange of knowledge. 

19/2008
R. Tel-Nir, R. Gelbard and I. Spiegler

Iterative Processing and Binary Representation for Patterns Discovery in Structural Bioinformatics, 33 pp.

One of the major goals in structural bioinformatics is to improve contemporary drug design. It aims to develop new ligands with high binding affinity for a given protein. Common binding pattern detection is useful in solving drug design problems. Recognition of binding patterns common to a set of multi protein structures is highly complex (NP hard), thus prompting the development of heuristic algorithms to simplify the recognition process. Existing algorithms are based on superimposition techniques that operate on summarized spatial data.  These geometric data are extracted from the Protein Data Bank as flat ASCII coded files. Computational operations are performed in real time, where intermediate calculations are not stored for further calculation. Done in real time, these complex computations are memory bound. Our research offers a new approach to the bioinformatics problem by introducing a binary representation scheme for the three dimensional molecule data and a fast iterative algorithm, which avoids the need to calculate and resolve transformations in memory as in common algorithms. This is achieved by using database and indexing methods and efficient iterative computations. The results of these bio structural processes show a performance improvement of 31.1% in processing time, an ability for new pattern discovery, and an infrastructure for data mining in bioinformatics.
4/2008
I. Spiegler and Y. Ptashnik-Zahav

Handwriting Recognition by Means of Letter Centroid and Letter Weight, 22 pp.

NO ABSTRACT

REPRINTS

59
I. Rosolio, B. Ronen and N. Geri


Value enhancement in a dynamic environment:  A constraint management expert system for the oil refinery industry, International Journal of Production Research, 46(16), 4349-4367, 2008.


This paper analyses a case study of a dynamic expert system which was developed according to the theory of constraints (TOC) approach, and implemented at the Ashdod refinery of Oil Refineries Ltd in Israel, as part of an overall improvement process based on the focused management philosophy. The unique feature of the system is its ability to cope with dynamic bottlenecks typical of the continuous process industry, as well as frequent shifts from an external market constraint to internal capacity constraints. The paper examines the development and implementation stages, describes the expert system along with the new process control, and evaluates its impact. The system creates a dynamic, effective and immediate link between the production planning and the operation control, which enables the oil refinery to maximize its profits. During the first two years of its use, the system generated over $3 million of estimated benefits. Finally, we suggest practical implications to assist organizations in developing and utilizing similar applications, emphasizing knowledge gathering and maintenances, which are the major challenges facing expert systems projects.

58
P. Ein-Dor


The Internet in Israel: 1999-2007 with international comparisons, Journal of Global Information Technology Management. 11(3), 65-93, 2008.


This article tracks the development of the Internet in Israel over the period 1999-20007. Insofar as possible, those developments are viewed from an international perspective by comparing the data for Israel with those for nine other countries, some in which the Internet is more highly developed, and some in which it is less so. Three main elements of Internet progress studies are addressed. These are: infrastructure – comprising number of Internet hosts, international Internet bandwidth and broadband usage; pervasiveness of the Internet as evidenced by number of Internet users, some Internet development indices and the extent of broadband use; finally, the role of the ITC industry is considered under the headings of ITC trade and ITC research.
45
N. Geri and N. Ahituv

A theory of constraints approach to interorganizational systems implementation, Information Systems and e-Business Management, 6(4), 341-360, 2008.

Interorganizational systems (IOS) may provide substantial benefits; however, many organizations are reluctant to implement them. This empirical research takes a novel approach and develops a model of IOS feasibility which is based on the Theory of Constraints (TOC). It introduces the notion of maximal infeasibility, which is the highest among the values of five factors: economic infeasibility, organizational infeasibility, technological infeasibility, risks, and lack of financial resources. The highest value was selected because implementation is hindered even if only one of the feasibility requirements is not fulfilled. Data collected from 139 medium and large Israeli business organizations validated the model, and indicated that strategic motivation is the main driving force for an organization to initiate or to join an IOS, while the main barriers are organizational infeasibility issues such as lack of management support or uninterested potential partners. Adopting a TOC approach to IOS implementation may assist organizations to overcome these obstacles and increase the chance of a successful implementation.

44
D. Shwarts-Asher, N. Ahituv and D. Etzion

Improving virtual teams through swift structure.  In T. Torres & M. Arias (Eds.), Encyclopedia of HRIS: Challenges in e-HRM (Vol. 2 
(I-Z), pp. 510-517). Tarragona, Spain: Rovira i Virgili University, 2008.


NO ABSTRACT

BOOKS
י. עדן יורם ו-ב. רונן
נושאים מתקדמים בחשבונאות ניהולית מתקדמת, האוניברסיטה הפתוחה, 2008.
Y. Eden and B. Ronen

Advanced Issues in Management Accounting. Tel Aviv, Israel: The Open University, 2008.
HC-IBRI SERIES IN MARKETING

WORKING PAPERS

22/2008
M. J. Lovett and R. Shachar

The Seeds of Negativity: Knowledge and Money, 41 pp.


This paper studies the tendency of firms to “go negative” in their ads. For this purpose we focus on an interesting industry (political campaigns) and an intriguing empirical regularity (the tendency to “go negative” is higher in close races). We present a model of electoral competition in which ads inform voters either on the good traits of the candidate or on the bad traits of his opponent. We find that in equilibrium the proportion of negative ads increases with (a) voters’ knowledge, (b) the candidate’s budget, and (c) the proportion of politically-involved voters. We test these implications using data on US congressional races in 2000, 2002 and 2004 and presidential races in 2000 and 2004, and find that the data is quite supportive for the effects of knowledge and budget on negativity but not so for the role of involvement. Furthermore, we also find that the model can explain well the empirical regularity about the relationship between the closeness of the race and its negativity.

1/2008
H. Tahar Yitzak, J. Hornik and Y. Tauman


Modeling and Designing Advertising Agencies Compensation Systems:  A Game Theoretical Approach, 48 pp.

Advertising agencies have historically received the major share of their compensation as commission or on the basis of one or more fee structures (Na, Marshall & Son, 2003). Today, agencies are under more pressure than ever to demonstrate their accountability and prove the value of their contribution to their advertisers. Advertisers tend to view result-based payment schedules as a proof of the advertising agency’s value contribution.  Since neither commission nor fee systems are based directly on the results  of  advertising campaigns and/or agency performance, advertisers felt dissatisfaction and called for the development of compensation systems for advertising agencies that are based on performance to a larger degree (Dagnoli, 1990; Dagnoli & Freeman, 1988; Lafayette, 1988, 1990; Liesse, 1990; Wentz, 1989; Zhao, 2005). The main conflict between advertisers and their advertising agencies arises out of their different goals and risk preferences, which lead them to favor different courses of action. Furthermore, the advertiser-agency relationship creates an information asymmetry issue for both sides.  Most research and studies conducted with the aim of resolving this conflict and reconciling the interests of both parties have relied on the theory of agency and have failed to lead to a stable equilibrium for both parties. Therefore, we suggest a theoretical model based on signaling theory and auction theory, which might lead to a stable optimal solution for both sides. We also designed an optimal compensation system scheme based on the theoretical model. Our research contains the following sections: Section One presents a description of the motivation behind this research. Section Two presents a review of the relevant literature. Section Three introduces a theoretical model based on the “signaling game” under the conditions required for a “separating equilibrium” and a “pooling equilibrium.” The presence or absence of these conditions may assist advertisers in distinguishing between a suitable and a less suitable advertising agency. Section Four presents an empirical study, including its method, data analysis and major pre-test results. Finally, we introduce the major contribution of the study, and a short description of a second empirical study using choice-based conjoint analysis.
REPRINTS

60
R. Shachar and Z. Eckstein

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

HC-IBRI SERIES IN STRATEGY AND ENTREPRENEURSHIP

WORKING PAPERS

2/2008
Y. Yehezkel


Signaling Quality in an Oligopoly when Some Consumers are Informed, 29 pp.


This paper considers a signaling game between two competing firms and consumers.  The firms have common private information concerning their qualities, and some of the consumers are informed about the firms’ qualities.  Firms use prices and uninformative advertising as signals of quality.  The model reveals that in the separating equilibrium prices are first climbing and then declining.  Firms’ profits are highest when the proportion of informed consumers is at an intermediate level.  Pooling equilibria exist if the proportion of informed consumers is below a certain threshold.
HC-IBRI SERIES IN ORGANIZATIONAL BEHAVIOR

AND HUMAN RESOURCES

WORKING PAPERS

20/2008
I. Drori, S. Ellis and A. Sapir

The Practices of Dialogicality:  Knowledge-Creation and Transfer in the Periphery of an Innovative Technology Firm, 41 pp.


This study explores how the members of a peripheral professional community – the technical writers of an innovative technological organization – become the holders of valuable local and practical knowledge. We use community of practice theory as a framework for a dialogical model of interaction between the two communities of practice. Studying the practice of chavruta (learning in pairs in Jewish rabbinical tradition) in DigiTel, a highly technologically innovative communications firm, we suggest that formal and tacit knowledge is created by an interaction between the technical writer and the engineer through three mechanisms: transactional negotiation, questions and answers, and knowledge sharing. This knowledge, in turn, is transferred through a process of pollination. Thus, the technical writers use chavruta as a mechanism of both participation and reification during their “journey” from the periphery to the core of knowledge.
ה. גורן
13/2008

האפקט של אטרקטיביות מראה חיצוני, עקביות אינפורמציה ובקשה להתעלם ממראה חיצוני על טיב ההערכות ביחס למועמדים לעבודה, 10 עמודים.
H. Goren
Evaluating Job Applicants: The Effect of Applicants’ Physical Attractiveness, Consistency of Information, and a Request to Ignore Physical Appearance, 10 pp.
המחקר הנוכחי בחן את ההשפעה של בקשה מפורשת להתעלם ממראה חיצוני על הערכות לגבי מועמדים לעבודה. האטרקטיביות של מועמדים טופללה בעזרת תמונות שצורפו לקורות החיים שלהם. מלבד אטרקטיביות וקיומה של בקשה להתעלם ממראה חיצוני, טופללה גם עקביות האינפורמציה לגבי המועמדים מכיוון שידוע שזו נמצאת באינטראקציה עם ההשפעה של אטרקטיביות ועל מנת לבחון את התהליך המעורב בניסיון ההתעלמות מאטרקטיביות המועמדים. התוצאות היו לא חד משמעיות: בניסוי הראשון, נראה במפתיע, שההתעלמות מאטרקטיביות חיצונית הייתה מוצלחת לגמרי. הניסוי השני לא הצליח לבסס תנאים מתודולוגיים הכרחיים. 

This research studied the effect of an explicit request to ignore physical appearance on job applicants’ evaluations. Applicants’ attractiveness was manipulated by applicants’ photos attached to their CVs. Besides attractiveness and the existence of a request to ignore physical appearance, information consistency was also manipulated, since it is known to interact with attractiveness, and in order to study the process involved in the attempt to ignore applicants’ attractiveness. The results were equivocal: In the first experiment ignoring physical attractiveness seemed, unexpectedly, to be fully successful. The second experiment was unsuccessful in establishing necessary methodological conditions.

9/2008
M. Westman, D. Etzion and S. Chen

Crossover of Positive Experiences between Business Travelers and their Spouses, 35 pp.

Focusing on the positive aspects of business trips, which are an ever increasing feature of globalization, the current study examined the antecedents of vigor and the crossover of vigor from business travelers to their spouses and vice versa in a sample consisting of 275 business travelers and their working spouses. The business travelers (21% of them females) were required to travel abroad several times a year within the framework of their jobs.  We found that the demands on the travelers (number of trips) and their resources (trip control) as well as their business trips satisfaction and the work-family conflict were positively related to the travelers’ vigor. Among the spouses, the perception of travelers’ trip control and work-family conflict were positively related to the spouses’ vigor. Furthermore, we found a uni-directional crossover of vigor from the spouses to the business travelers.
י. רפאל, א. שגיא (ז"ל) ו-ד. עדן
7/2008

פיגמליון בארגונים:  שני ניתוחי-על, 72 עמודים.
Y. Raphael, A. Sagie and D. Eden
Pygmalion in Organizations:  Two Meta-analyses Comparing Training and Nontraining Experiments, 72 pp.

NO ABSTRACT
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D. Heller and N. Weinblatt


Work and Home Role-Based Personalities:  Measurement, Antecedents and Outcomes, 52 pp.

Drawing from the contextual personality and role identity literatures, this study examines the consistency of work and home personalities, its antecedents, and satisfaction outcomes. The methodology employed in this study includes both a traditional, explicit personality assessment approach alongside a more novel, subtle, implicit role-based personality assessment approach. Findings indicate: a) Both mean-level differences and rank-order stability in the two role personalities, b) Work centrality and work-home integration (preferences and supplies) were positively related to the magnitude of positive association between work and home agreeableness, extraversion and openness and negatively related to the association between work and home conscientiousness and neuroticism, and, c) Consistency in work and home extraversion and openness, and inconsistency in work and home neuroticism and conscientiousness were associated with higher satisfaction levels. 

REPRINTS
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A. Shirom, S. Toker, S. Berliner, I. Shapira and S. Melamed


Fear of terror and health: A study of apparently healthy employees.  In R. J. Burke & C. L. Cooper (Eds.), International Terrorism and Threats to Security: Managerial and Organizational Challenges (pp. 126-150). Cheltenham, Glos, UK: Edward Elgar, 2008.

NO ABSTRACT
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A. Steinvil, A. Shirom, S. Melamed, S. Toker, D. Justo, N. Saar, I. Shapira, S. Berliner and O. Rogowski


Relation of educational level to inflammation sensitive biomarkers level, American Journal of Cardiology, 102(8), 1034-1039, 2008.


It is a well-established finding that cardiovascular morbidity varies among groups of different socioeconomic status. Inflammatory processes have been proposed as a possible mediator of this variance. Level of education is an important indicator of socioeconomic status, inversely related to levels of inflammatory biomarkers. Whether this association was significant in a subpopulation of highly educated individuals was questioned. This cross-sectional study enrolled attendees of an executive health screening program intended specifically for executive and high-wage personnel from September 2002 to November 2007. A detailed questionnaire, anthropometric measurements, and laboratory data were used to determine self-reported years of education and cardiovascular risk factors. Linear regression models included high-sensitivity C-reactive protein, fibrinogen, erythrocyte sedimentation rate, and white blood cell count as dependent variables and were adjusted for multiple potential confounders. Data for 8,998 subjects (5,757 men, 3,241 women) with a mean age of 44 years (range 18 to 84) were analyzed. More than two-thirds reported ≥14 years of schooling, and >2,900 reported ≥17 years of schooling. We found a statistically significant inverse association between number of school years and high-sensitivity C-reactive protein, fibrinogen, and erythrocyte sedimentation rate. Higher levels of education were associated with lower prevalences of diabetes and current smoking in both genders and lower prevalences of hypertension and dyslipidemia in women. In conclusion, level of education was inversely associated with inflammatory biomarkers and prevalence of cardiovascular risk factors, even within highly educated populations.
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D. Justo, Y. Arbel, G. Altberg, M. Kinori, A. Shirom, S. Melamed, I. Shapira and O. Rogowski


Inflammation markers in individuals with history of mental crisis, Inflammation, 31(4), 254-258, 2008.


The association between temporary emotional states and systemic inflammation has never been studied. We measured the levels of systemic inflammation markers in the peripheral blood of individuals with history of mental health crisis. Erythrocyte sedimentation rate (ESR), fibrinogen plasma level, high-sensitivity C-reactive protein (hs-CRP) serum level, and white blood cell count (WBCC) were measured for each individual during routine screening examinations. History of mental health crisis was self-reported. Individuals taking psychotropic agents were excluded. A total of 4,669 males and 2,576 females were included. One hundred forty-eight (2.0%) individuals (77 males and 71 females) reported a history of mental health crisis, and 7,097 (98.0%) individuals (4,592 males and 2,505 females) did not report a history of mental health crisis. After adjustment for multiple confounders which had been associated with elevated systemic inflammation markers, the levels of systemic inflammation markers were significantly higher among males with history of mental health crisis compared with males with no history of mental health crisis, including fibrinogen plasma levels (294±6.1 vs. 279±1.9 mg/dl, p=0.010), and WBCC (7.2±0.2 vs. 6.8±0.1×103 cells/dl, p=0.039). The levels of systemic inflammation markers were not significantly higher among females with history of mental health crisis compared with females with no history of mental health crisis. History of mental health crisis might be associated with systemic inflammation in males. This finding may be relevant to the pathophysiology of cardiovascular disease in males.
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A. Shirom, S. Gilboa, Y. Fried and C. L. Cooper


Gender, age and tenure as moderators of work-related stressors’ relationships with job performance: A meta-analysis, Human Relations, 61(10), 1371-1398, 2008.


We investigated the extent to which three socio-demographic variables, employee gender, age, and tenure, moderated the meta-correlations of role conflict and role ambiguity with job performance.  To test these moderating effects, we quantitatively synthesized 30 independent studies (total N = 7700). No moderating effects were found for gender and tenure. Controlling for employee tenure and gender, we found that employee mean age had a moderating effect on the role ambiguity-performance correlation, with negative correlations tending to decrease with increasing age. Moreover, two significant two-way interactions were found between the moderators. As the percentage of women in the studies and the respondents’ mean age simultaneously increased, and as the mean sample tenure and age of the respondents in the studies simultaneously increased, there was a reduction in the negative relationship between role ambiguity and performance. The implications of these results for future research are discussed.
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S. Toker, A. Shirom and S. Melamed


Depression and the metabolic syndrome:  Gender dependent association, Depression and Anxiety, 25(8), 661-669, 2008.


This study was designed to test the extent to which depressive symptoms are associated with the presence of the metabolic syndrome (MS) and each of its components, and whether these relationships are gender dependent.  Participants were apparently healthy employed men (N = 2,355) and women (N = 1,525) who underwent a routine health check between the years 2003 and 2005.  We used logistic regression analysis, predicting the MS by depressive symptoms, as assessed by the Patient Health Questionnaire, and the following control variables: age, education, smoking status, physical exercise, anxiety, and burnout.  As hypothesized, we found that depression among women, but not men, was associated with a 1.94-fold risk of having the MS, and with an elevated risk of having two of its five components: elevated waist circumference (odds ratio, OR = 2.23) and elevated glucose levels (OR = 2.44).  In addition, a positive trend was observed toward an association with the other three components: low high-density lipoprotein, hypertension, and elevated triglycerides. Among men depression was associated with elevated waist circumference only (OR = 1.77).  These findings suggest that especially among women, the association between depression and cardiovascular diseases might be linked to metabolic processes.  If replicated in longitudinal studies, these findings may have important health-care policy implications with regard to depression management interventions.
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A. Shirom, S. Toker, S. Berliner and I. Shapira


The job demand-control-support model and stress-related low-grade inflammatory responses among healthy employees:  A longitudinal study, Work and Stress, 22(2), 138-152, 2008.


We investigated the direct (additive) and interactive effects of the Job Demand-Control-Support (JDC-S) model’s components on subsequent changes in three indicators of stress-induced low-grade inflammation in the body: C-reactive protein (CRP), fibrinogen and white blood cell count (WBC) plasma concentrations. These inflammation biomarkers have been shown to be implicated in the aetiology of cardiovascular disease. We studied separately healthy male (N = 738) and female (N = 383) employees who underwent periodic health examinations twice, about 18 months apart. Out of the 18 expected direct effects, only two, both supportive of our predictions, were found. Out of the 12 expected interactive effects derived from the JDC-S model, only two were found and both, when plotted on a graph, did not support the job strain model. We found no evidence supporting the possibility of reverse-causation, namely that each T1 fibrinogen, CRP and WBC predicted each T2 workload, control and support (controlling for their Time 1 values, respectively). We suggest that the physiological mechanism linking the JDC-S model with cardiovascular morbidity probably does not include inflammatory processes in the body.
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A. Shirom, S. Toker, S. Berliner, I. Shapira and S. Melamed


Exposure to and fear of terror as predictors of self-rated health, British Journal of Health Psychology, 13(2), 257-271, 2008.


The effects of exposure to terror on physical health were investigated by relating objective exposure to terror and fear of terror to self-rated health (SRH), a proxy measure of health status. Our respondents were apparently healthy (N = 4,877, 38% women) adults who completed self-report questionnaires. Objective exposure was assessed by the number of terrorist attacks and their casualties in a respondent’s urban area prior to her/his completion of the questionnaire. Using several alternative assessments, objective exposure to terror did not predict SRH for both the genders.  As hypothesized, fear of terror negatively predicted SRH for both females and males (β = -0.04, -0.05, respectively). The effects of subjective and objective exposure were not found to be more pronounced among women relative to men, thus disconfirming our hypotheses in this regard. Our findings suggest that living under continuous fear of terror may adversely influence physical health irrespective of objective exposure.
50
A. Shirom, A. D. Vinokur and R. Price


Self-efficacy as a moderator of the effects of job-search workshops on reemployment: A field experiment, Journal of Applied Social Psychology, 38(8), 1778-1804, 2008.


We investigated the additive and interactive effects of self-efficacy as a possible moderator of the effects of a job-search workshop on re-employment outcomes. We recruited 659 recently unemployed respondents and randomly assigned them to an experimental group invited to participate in the job-search workshop (n = 442), or a control group (n = 217). All respondents provided pretest data using self-administered questionnaires, and posttest data using questionnaires mailed to them 1 and 6 months after the workshop. No direct effects of the intervention on re-employment outcomes were found. The pretest-posttest change in self-efficacy interacted with the experimental condition to predict 3 re-employment outcomes.  However, only 1 of the 3 moderating effects found supported our prior expectation in this regard.
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G. Armon, A. Shirom, I. Shapira and S. Melamed


On the nature of burnout-insomnia relationships: A prospective study of employed adults, Journal of Psychosomatic Research, 65(1), 5-12, 2008.


Objective: This prospective study was designed to test the hypothesis that burnout and insomnia predict each other’s incidence and intensification across time. Burnout is conceptualized as representing individuals’ unique affective response to their exposure to chronic stressors. Method: Apparently healthy respondents (1356) completed questionnaires during periodic health examinations undergone at two time points T1 and T2, about 18 months apart. Burnout was assessed by the Shirom-Melamed Burnout Measure, while insomnia was assessed by the Brief Athens Insomnia Scale. Depressive symptomatology, neuroticism, body mass index, age, gender, follow-up duration, and T1 levels of the criterion were controlled.  Results: Burnout and insomnia were found to be only moderately associated at T1.  However, logistic regression results indicated that burnout significantly predicted the development of new cases of insomnia at 18-month follow-up [odds ratio (OR)=1.93; 95% confidence interval (95% CI)=1.45–2.58], even after adjusting for depression and other potent confounders. Likewise, insomnia significantly predicted the onset of new cases of burnout at 18-month follow-up (OR=1.64; 95% CI=1.30–2.08). Hierarchical regression results indicted that T1 burnout significantly predicted an increase in T2 insomnia (β=.05, Pb.05), and that T1 insomnia significantly predicted an increase in T2 burnout (β =.07, Pb.05).  Discussion:  The results indicate that burnout and insomnia recursively predict each other’s development and intensification over time, thus suggesting that either might be a risk factor for the other across time. Possible mechanisms of the link between burnout and insomnia, as well as the clinical implications of the findings, were suggested.
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G. Armon, A. Shirom, S. Berliner, I. Shapira and S. Melamed


A prospective study of the association between obesity and burnout among apparently healthy men and women, Journal of Occupational Health Psychology, 13(1), 43-58, 2008.


The authors prospectively tested the hypothesis that obesity predicts burnout and the reverse-causation hypothesis that burnout predicts obesity.  Respondents were 724 men and 340 women, apparently healthy employees, who underwent routine periodic health examinations at 2 points of time about 18 months apart.  Obesity was assessed by body mass index, waist-hip ratio, and waist circumference.  In regression analyses, done separately for men and women, the authors controlled for depressive symptomatology, sport activity, and Time 1 levels of the criterion. The hypothesis that burnout predicts obesity was not supported.  The authors found that Time 1 measures of obesity predicted reductions rather than the hypothesized elevations of Time 2 burnout levels.  The authors also found that for male respondents with relatively higher levels of Time 1 burnout, the higher their level of Time 1 obesity measure, the lower their level of T2 burnout.
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A. Shirom, S. Toker, S. Berliner, I. Shapira and S. Melamed


The effects of physical fitness and feeling vigorous on self-rated health, Health Psychology, 27(5), 567-575, 2008.


Objective: We prospectively studied the hypothesized beneficial effects of feeling vigorous and of objective physical fitness (gauged based on functional capacity) on subsequently assessed self-rated health (SRH), controlling for possible confounders known to be precursors of SRH and of our predictors.  We also investigated the reverse-causation hypothesis that SRH predicts subsequent vigor and functional capacity.  Design: Participants were apparently healthy employees (N = 779) who underwent a routine health check at two points of time, Time 1 (T1) and Time 2 (T2), about 18 months apart. We used regression analysis, predicting T2 SRH by T1 SRH, the control variables, and T1 vigor and functional capacity.  Main Outcome Measures: Vigor was assessed using the Shirom-Melamed Vigor Measure; objective physical fitness was indicated by functional capacity following a treadmill exercise, and self-rated health was measured by a single item.  Results: As hypothesized, we found that the change in T2 SRH was positively predicted by T1 vigor, functional capacity, and their interactive term. Testing the reverse causation paths, we found that T1 SRH did not predict subsequent functional capacity and was a relatively weak predictor of subsequent vigor.  Conclusion: The affective state of vigor and objectively assessed functional capacity interact to predict subsequent changes in self-rated health.
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Z. Rozenblatt, A. Shirom


Teachers’ absenteeism in Israel: Socio-demographic and organizational predictors, Megamot, 45(2), 301-329, 2007.


NO ABSTRACT
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Y. Ganzach, S. Ellis, A. Pazy and T. Ricci-Siag


On the perception and operationalization of risk perception, Judgment and Decision Making, 3(4), 317-324, 2008.


We compare and critique two measures of risk perception. We suggest that a single question — “How risky is the situation?” — captures the concept of risk perception more accurately than the multiple-item measure used by Sitkin and Weingart (1995). In fact, this latter measure inadvertently captures notions of attractiveness or expected return, rather than risk perception. We further propose that the error underlying the construction of Sitkin and Weingart’s measure is explained in terms of a top-down model of risk perception, in which perceived risk and perceived return are consequences, rather than determinants, of attractiveness. Two studies compare the validity of the two alternative measures.
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M. Westman, D. Etzion and E. Gattenio


International business travels and the work-family interface: A longitudinal study, Journal of Occupational and Organizational Psychology, 81, 459-480 2008.


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 travellers. 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, whereas the direction of the relationship was reciprocal. This study advances the 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.
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S. Gilboa, A. Shirom, Y. Fried and C. Cooper

A meta-analysis of work demand stressors and job performance: Examining main and moderating effects, Personnel Psychology, 61, 227-271, 2008.


We quantitatively integrated 169 samples (N = 35,265 employees) that have been used to investigate the relationships of the following 7 work-related stressors with job performance: role ambiguity, role conflict, role overload, job insecurity, work-family conflict, environmental uncertainty, and situational constraints.  Overall, we obtained a negative mean correlation between each job performance measure and each stressor included in our analyses.  As hypothesized, role ambiguity and situational constraints were most strongly negatively related to performance, relative to the other work-related stressors.  Analysis of moderators revealed that (a) the negative correlation of role overload and performance was higher among managers relative to nonmanagers; (b) publication year moderated the relation of role ambiguity and role overload with performance, although in opposite directions; (c) the correlations obtained for published versus unpublished studies were not significantly different; and (d) using the Rizzo et al. scale of role ambiguity and role conflict decreased the magnitude of the correlations of these stressors with performance, relative to other scales. Theoretical contributions, future research directions, and practical implications are discussed.

37
M. Westman, G. Keinan, I. Roziner and Y. Benyamini


The crossover of perceived health between spouses, Journal of Occupational Health Psychology, 13(2), 168-180, 2008.


The current study examined the crossover of perceived health between spouses and the mediating roles of self-esteem and undermining in this process. Data were collected from a sample of 2,108 couples from the Russian Longitudinal Monitoring survey. Using structural equation modeling, the authors tested a crossover model that incorporated three mechanisms: bidirectional crossover of perceived health between spouses, common stressors (income), and indirect mediated effects (social undermining). The model showed an acceptable fit to the data and provided support for all three-crossover mechanisms. Furthermore, self-esteem mediated the relationship between economic hardship and perceived health. The authors discuss theoretical aspects of the crossover of perceived health and implications of their findings for the design of preventive interventions to help family members cope more effectively with economic hardship.
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