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Papers:         

 

 “Financial Globalization, Capital Account Liberalization and Risk Sharing”  
 (Job Market Paper) 

  

 Abstract: 

 Conventional wisdom suggests that countries that are financially integrated should be 

better insured against macroeconomic risk. In this paper, I study whether 

international risk sharing has improved with greater financial integration during the 

period 1973-2003. Using panel data regressions, I demonstrate that risk sharing 

improves with greater financial integration for industrial countries, especially during 

the globalization period. However, developing countries do not show any discernible 

pattern in risk sharing. Emerging economies, which accounted for a huge share of 

capital flows in the recent past, show only a marginal change in risk sharing. Capital 

flows come in different types such as portfolio equity flows, debt flows, foreign 

direct investment among others and each affects risk sharing differently. I examine 

the unique role of different types of capital flows in risk sharing and find that risk 

sharing benefits are higher for industrial countries for each of these components. On 

the contrary, greater reliance on debt flows appears to have reversed the potential risk 

sharing gains for the emerging economies. 

 

Research 

In Progress:   

 

 “Trade Liberalization, Capital Account Liberalization and Democracy” 

                       (Joint with Sreenath Majumder, University of Houston) 

 

            Long Abstract: 

  Economic liberalization and democracy are the concepts that refer to individual and 

collective welfare and freedom respectively. Economic liberalization promotes 

welfare by more effective use of scarce resources where as democracy promotes 

freedom by insuring adequate representation in the polity. It is often claimed that 

both are closely related. We examine the relationship between the extents of 

economic openness on country’s degree of democratization. More specifically, We 

study whether international trade and financial liberalization fosters democracy. The 

idea that free trade and capital flows promote economic development and hence 

democracy goes back to the works of Schumpeter and Hayek. However, modern 

work remains inconclusive in this regard. Most of the work has been limited to 

studying the link between trade and democracy. The relationship between financial 

openness and democracy has got rather scant attention. Any study in this area is 

seriously impaired by the issues of endogeneity. The previous studies have used 

various instruments to get around this problem. We use the difference-in-differences 

estimation to study the impact of economic liberalization on democracy. The 

preliminary results suggest that trade openness promotes democracy. The impact of 

financial liberalization is not as conclusive as trade openness but still points in the 

same direction. We also consider the sequence of liberalization and examine whether 

enacting one or the other liberalization first has any specific impact on the degree of 

democracy.  The results remain inconclusive in this regard.  
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