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Edited by R. GLENN HUBBARD

Economists interested in industrial organization
have long investigated the growth and develop-
ment of firms, but formal analysis of the role of
finance in this area has come much more recently.
Beginning in the late 1950s, research in finance
has stressed that, in perfect capital markets, finan-
cial structure has little bearing on investment
decisions of the firm, apart from tax considera-
tions. However, recent theoretical studies, borne
out by empirical work, have produced results
inconsistent with the earlier model.

In this volume, specialists from traditionally
separate areas in economics and finance investi-
gate issues at the conjunction of their fields. They
argue that financial decisions of the firm can affect
real economic activity—and this is true for enough
firms and consumers to have significant aggregate
economic effects. They demonstrate that important
differences—asymmetries—in access to infor-
mation between "borrowers" and "lenders"
("insiders" and "outsiders") in financial trans-
actions affect investment decisions of firms and
the organization of financial markets. The original
research emphasizes the role of information
problems in explaining empirically important
links between internal finance and investment,
as well as their role in accounting for observed
variations in mechanisms for corporate control.

The contributors examine whether direct govern-
ment intervention in credit markets would increase
the efficiency with which investment funds are
allocated, a question arising from the hypothesis
that information problems in lending markets can
raise the cost of finance for some classes of
borrowers. With respect to how firms arrange
financing, most studies have looked only at the
factors motivating the choice of security (debt vs.
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Relation of the Directors to the
Work and Publications of the
National Bureau of Economic Research

1. The object of the National Bureau of Economic Research is to ascertain and to present to the
public important economic facts and their interpretation in a scientific and impartial manner. The
Board of Directors is charged with the responsibility of ensuring that the work of the National
Bureau is carried on in strict conformity with this object.

2. The President of the National Bureau shall submit to the Board of Directors, or to its Execu-
tive Committee, for their formal adoption all specific proposals for research to be instituted.

3. No research report shall be published by the National Bureau until the President has sent
each member of the Board a notice that a manuscript is recommended for publication and that in
the President's opinion it is suitable for publication in accordance with the principles of the Na-
tional Bureau. Such notification will include an abstract or summary of the manuscript's content
and a response form for use by those Directors who desire a copy of the manuscript for review.
Each manuscript shall contain a summary drawing attention to the nature and treatment of the
problem studied, the character of the data and their utilization in the report, and the main conclu-
sions reached.

4. For each manuscript so submitted, a special committee of the Directors (including Directors
Emeriti) shall be appointed by majority agreement of the President and Vice Presidents (or by the
Executive Committee in case of inability to decide on the part of the President and Vice Presi-
dents), consisting of three Directors selected as nearly as may be one from each general division
of the Board. The names of the special manuscript committee shall be stated to each Director
when notice of the proposed publication is submitted to him. It shall be the duty of each member
of the special manuscript committee to read the manuscript. If each member of the manuscript
committee signifies his approval within thirty days of the transmittal of the manuscript, the report
may be published. If at the end of that period any member of the manuscript committee withholds
his approval, the President shall then notify each member of the Board, requesting approval or
disapproval of publication, and thirty days additional shall be granted for this purpose. The man-
uscript shall then not be published unless at least a majority of the entire Board who shall have
voted on the proposal within the time fixed for the receipt of votes shall have approved.

5. No manuscript may be published, though approved by each member of the special manu-
script committee, until forty-five days have elapsed from the transmittal of the report in manu-
script form. The interval is allowed for the receipt of any memorandum of dissent or reservation,
together with a brief statement of his reasons, that any member may wish to express; and such
memorandum of dissent or reservation shall be published with the manuscript if he so desires.
Publication does not, however, imply that each member of the Board has read the manuscript, or
that either members of the Board in general or the special committee have passed on its validity in
every detail.

6. Publications of the National Bureau issued for informational purposes concerning the work
of the Bureau and its staff, or issued to inform the public of activities of Bureau staff, and volumes
issued as a result of various conferences involving the National Bureau shall contain a specific
disclaimer noting that such publication has not passed through the normal review procedures
required in this resolution. The Executive Committee of the Board is charged with review of all
such publications from time to time to ensure that they do not take on the character of formal
research reports of the National Bureau, requiring formal Board approval.

7. Unless otherwise determined by the Board or exempted by the terms of paragraph 6, a copy
of this resolution shall be printed in each National Bureau publication.

(Resolution adopted October 25, 1926, as revised through September 30, 1974)
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