
20
08

-7
Sw

is
s 

Na
ti

on
al

 B
an

k 
W

or
ki

ng
 P

ap
er

s
Competition and Relational Contracts:
The Role of Unemployment as a Disciplinary Device
Martin Brown, Armin Falk and Ernst Fehr



The views expressed in this paper are those of the author(s) and do not necessarily
represent  those of the Swiss National Bank. Working Papers describe research in progress.
Their aim is to elicit  comments and to further debate.

ISSN 1660-7716 (printed version)
ISSN 1660-7724 (online version)

© 2008 by Swiss National Bank, Börsenstrasse 15, P.O. Box, CH-8022 Zurich















































































































Swiss National Bank Working Papers published since 2004: 
 
2004-1 Samuel Reynard: Financial Market Participation and the Apparent Instability of 

Money Demand 
 
2004-2 Urs W. Birchler and Diana Hancock: What Does the Yield on Subordinated  
 Bank Debt Measure? 
  
2005-1 Hasan Bakhshi, Hashmat Khan and Barbara Rudolf: The Phillips curve under  
 state-dependent pricing 
 
2005-2 Andreas M. Fischer: On the Inadequacy of Newswire Reports for Empirical  
 Research on Foreign Exchange Interventions 
 
2006-1 Andreas M. Fischer: Measuring Income Elasticity for Swiss Money Demand:  
 What do the Cantons say about Financial Innovation? 
 
2006-2 Charlotte Christiansen and Angelo Ranaldo: Realized Bond-Stock Correlation: 

Macroeconomic Announcement Effects 
 
2006-3 Martin Brown and Christian Zehnder: Credit Reporting, Relationship Banking,  
 and Loan Repayment 
 
2006-4 Hansjörg Lehmann and Michael Manz: The Exposure of Swiss Banks to 

Macroeconomic Shocks – an Empirical Investigation 
 
2006-5 Katrin Assenmacher-Wesche and Stefan Gerlach: Money Growth, Output Gaps and 

Inflation at Low and High Frequency: Spectral Estimates for Switzerland 
 
2006-6 Marlene Amstad and Andreas M. Fischer: Time-Varying Pass-Through from Import 

Prices to Consumer Prices: Evidence from an Event Study with Real-Time Data 
 
2006-7 Samuel Reynard: Money and the Great Disinflation 
 
2006-8 Urs W. Birchler and Matteo Facchinetti: Can bank supervisors rely on market data? 

A critical assessment from a Swiss perspective 
 
2006-9 Petra Gerlach-Kristen: A Two-Pillar Phillips Curve for Switzerland 
 
2006-10 Kevin J. Fox and Mathias Zurlinden: On Understanding Sources of Growth and 

Output Gaps for Switzerland 
 
2006-11 Angelo Ranaldo: Intraday Market Dynamics Around Public Information Arrivals 
 
2007-1 Andreas M. Fischer, Gulzina Isakova and Ulan Termechikov: Do FX traders in 

Bishkek have similar perceptions to their London colleagues? Survey evidence of 
market practitioners’ views 



2007-2 Ibrahim Chowdhury and Andreas Schabert: Federal Reserve Policy viewed through 
a Money Supply Lens 

 
2007-3 Angelo Ranaldo: Segmentation and Time-of-Day Patterns in Foreign Exchange 

Markets 
 
2007-4 Jürg M. Blum: Why ‘Basel II’ May Need a Leverage Ratio Restriction 
  
2007-5 Samuel Reynard: Maintaining Low Inflation: Money, Interest Rates, and Policy 

Stance 
 
2007-6 Rina Rosenblatt-Wisch: Loss Aversion in Aggregate Macroeconomic Time Series 
 
2007-7 Martin Brown, Maria Rueda Maurer, Tamara Pak and Nurlanbek Tynaev: Banking 

Sector Reform and Interest Rates in Transition Economies: Bank-Level Evidence 
from Kyrgyzstan 

 
2007-8 Hans-Jürg Büttler: An Orthogonal Polynomial Approach to Estimate the Term 

Structure of Interest Rates 
 
2007-9 Raphael Auer: The Colonial Origins Of Comparative Development: Comment. 

A Solution to the Settler Mortality Debate 
 

2007-10 Franziska Bignasca and Enzo Rossi: Applying the Hirose-Kamada filter to Swiss 
data: Output gap and exchange rate pass-through estimates 

 
2007-11 Angelo Ranaldo and Enzo Rossi: The reaction of asset markets to Swiss National 

Bank communication 
 
2007-12 Lukas Burkhard and Andreas M. Fischer: Communicating Policy Options at the Zero 

Bound 
 
2007-13 Katrin Assenmacher-Wesche, Stefan Gerlach, and Toshitaka Sekine: Monetary 

Factors and Inflation in Japan 
 
2007-14 Jean-Marc Natal and Nicolas Stoffels: Globalization, markups and the natural rate 

of interest 
 
2007-15 Martin Brown, Tullio Jappelli and Marco Pagano: Information Sharing and Credit: 

Firm-Level Evidence from Transition Countries 
 
2007-16 Andreas M. Fischer, Matthias Lutz and Manuel Wälti: Who Prices Locally? Survey 

Evidence of Swiss Exporters 
 
2007-17 Angelo Ranaldo and Paul Söderlind: Safe Haven Currencies 
 
 



2008-1 Martin Brown and Christian Zehnder: The Emergence of Information Sharing in 
Credit Markets 

 
2008-2 Yvan Lengwiler and Carlos Lenz: Intelligible Factors for the Yield Curve 
 
2008-3 Katrin Assenmacher-Wesche and M. Hashem Pesaran: Forecasting the Swiss 

Economy Using VECX* Models: An Exercise in Forecast Combination Across Models 
and Observation Windows 

 
2008-4 Maria Clara Rueda Maurer: Foreign bank entry, institutional development and 

credit access: firm-level evidence from 22 transition countries 
 
2008-5 Marlene Amstad and Andreas M. Fischer: Are Weekly Inflation Forecasts 

Informative? 
 
2008-6 Raphael Auer and Thomas Chaney: Cost Pass Through in a Competitive Model of 

Pricing-to-Market 
 
2008-7 Martin Brown, Armin Falk and Ernst Fehr: Competition and Relational Contracts: 

The Role of Unemployment as a Disciplinary Device 
 
 
  
  
 

 
 
 
 

 
 
 
 

 
  
 
 
     



Swiss National Bank Working Papers are also available at www.snb.ch, section Publications/Research
Subscriptions or individual issues can be ordered at Swiss National Bank, Fraumünsterstrasse 8, CH-8022 Zurich, fax
+41 44 631 81 14, E-mail library@snb.ch



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (ISO Coated v2 300% \050ECI\051)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed false
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts false
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 250
  /ColorImageMinResolutionPolicy /Warning
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 100
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 1.30
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 250
  /GrayImageMinResolutionPolicy /Warning
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 1.30
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /Warning
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check true
  /PDFXCompliantPDFOnly true
  /PDFXNoTrimBoxError false
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (ISO Coated v2 300% \050ECI\051)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition <>
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <>
    /CHT <>
    /CZE <>
    /DAN <>
    /ESP <>
    /ETI <>
    /GRE <>

    /HRV <>
    /HUN <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF che devono essere conformi o verificati in base a PDF/X-3:2002, uno standard ISO per lo scambio di contenuto grafico. Per ulteriori informazioni sulla creazione di documenti PDF compatibili con PDF/X-3, consultare la Guida dell'utente di Acrobat. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 4.0 e versioni successive.)
    /JPN <>
    /KOR <>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die moeten worden gecontroleerd of moeten voldoen aan PDF/X-3:2002, een ISO-standaard voor het uitwisselen van grafische gegevens. Raadpleeg de gebruikershandleiding van Acrobat voor meer informatie over het maken van PDF-documenten die compatibel zijn met PDF/X-3. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 4.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents that are to be checked or must conform to PDF/X-3:2002, an ISO standard for graphic content exchange.  For more information on creating PDF/X-3 compliant PDF documents, please refer to the Acrobat User Guide.  Created PDF documents can be opened with Acrobat and Adobe Reader 4.0 and later.)
    /FRA <>
    /DEU <>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /HighResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [595.276 841.890]
>> setpagedevice


