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Themodernindustrial and post-transitional (and also
most of developing) economies are characterized by use
of various durable assets in both production and
circulation. Choice among such assets plays enormous
role because it determines character of macrodynamics
of the described economies. There are two fundamental
cases for this statement. Firstly | will describe in detail
first case and only after this description go on to the
second one.

This first case is that some assets, for example,
diversefixed capital ones, are productive and create GDP
and employment, but other assets, for example, money,
are not. Shift toward non-productive assets implies
underinvestment (in physical capital) which will depress
real activity and lead to unemployment, because
increasing demand for such assets will not be met by
increasing supply, and it generates Say’s Law being
violated. Therefore fluctuations in the demand for
different durable assetswill createthe basisfor inherence
of business cycle to the any decentralized economies
usinglong-lived real capita equipment and non-productive
assets (Rozmainsky, 20104). It isclear that understanding
of choice among durable assetsisthe necessary condition
for understanding of macrodynamics of described
economies.

The only school of economic thought which
explores it is Post Keynesian Economics. This school
indeed emphasizes agents' choice among durable assets,
as it follows from Keynes (1936, ch. 17) and famous
Post Keynesians themselves (Davidson, 1969, 1972;
Minsky, 1975; Chick, 1983; Carvalho, 1992; see also
Rozmainsky, 2010a). Increase of demand for non-
productive assets really generates recession and
unemployment (Davidson, 1972; Carvalho, 1992). But
why non-productive items can be attractive?

The explanation of it is concerned with more than
famous concept of liquidity preference, put forward by
Keynes in his magnum opus (1936). Broadly speaking,
Keyneshimsdf treated liquidity preference asthe demand
for the most liquid asset in the economy — money. But
his modern followers (Wray, 1990, 1992; Dequech,
2000a) treat this concept as the demand for highly-liquid
assets rather than non-liquid ones. Due to such treatment
we can take various spectra of money substitutes and
other liquid assets into account.

As a rule, non-productive assets are liquid, in
contrast to productive ones. Money and bonds are rather
more liquid than plant and equipment. Agents often want
to have liquidity. Firstly, due to liquid assets agents can
postponedecision, “to wait for an opportunity” (Dequech,
2000a). Secondly, owing to possession of liquid assets
their owners can fulfill contractual obligations when
current and especially expected in the near-future financial
inflows decrease; so “our desire to hold money as astore
of value is a barometer of the degree of our distrust of
our own calculations and conventions concerning the
future. ... Thepossession of money lullsour disguietude”
(Keynes, 1937, p. 116; see also Davidson, 1972;
Dequech, 1999, 2000a). It isavery famous precautionary
motive. Thirdly, liquidity preference can take placewhen
liquid assets’ holding givespossibility to “ beat the market” .
It is a speculative motive (Keynes, 1936). Thus, because
of these different motives, and first of all due to
precautionary motive, agents can prefer highly liquid non-
productive assets, and such choice does the harm for
the economy. The precautionary motive can be
considered asthe reverse side of law animal spiritsin the
situation of high degree of fundamental uncertainty.
“Paraphrasing Keynes, one could say that liquidity
preference has to do with an urge for inaction, rather
than action” (Dequech, 1999, p. 426).

It is clear also that liquidity preference alone does
not depress real economy. Each and every agent holds
some stock of liquid assets independently from three
above-mentioned motives. Such holdingisnot dangerous
for real economy and can be explained, for instance, by
means of so-called diversification motive (Gurley and
Shaw, 1955). Only high or increasing liquidity preference
generates recessions and depressions accompanied by
underinvestment. And the main cause for it, as | just
mentioned above, islow (or decreasing) animal spirits, i.
e. high or increasing “degree of disquietude” of agents.
This disquietude often interacts with macroeconomic
conditions. So high (or increasing) liquidity preference
can be viewed as a macroeconomic phenomenon and
also asthe main reason for downward phases of business
cycles.

In short, shifts across the spectrum of productive
and non-productive durable assets are explained rather
satisfactorily by Post Keynesian Economics. This
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explanation is provided on the foundation of liquidity
preference concept. Due to three main reasons, first and
foremost due to precautionary motive, agents strive for
highly liquid assets which are very often non-productive.
It leads to business cycles in general and to heavy
recessions and depressions accompanied by
underinvestment in particular. All other schools of
economic thought are defective because they have no
such mode of explanation of “non-tranquil” dynamics of
market industrial and other decentralized economies.

There are, however, other treatments of
underinvestment which are present in mainstream
economics (Miles, 1995; Dickerson et al., 1995;
Cuthbertson et al., 1997; Satchell and Damant, 1995).
Underinvestment can be concerned with short-termism,
which is usually defined as the pessimistic under-
weighting of expected future returns and/or the excessive
discounting of expected future returns” (Juniper, 2000).
It is clear that so defined short-termism leads to refusal
from realization of some investment projects.
Furthermore, as Juniper (2000) has pointed out, short-
termism favors strategies of labor-shedding and asset-
stripping instead of strategies of skills formation and
asset-renewal (this aspect will be explored below).

The very important pointisthat al analysisof short-
termism encompasses only equity market. Usually short-
termism is explained through an exploration of
relationships between shareholders and managers (for
instance, see Dickerson et al., 1995). Moreover, short-
termism asthe behavioral feature regards only these types
of economic agents. The main reason for it is turnover
onmanagerial or shareholder side (Dickerson et al., 1995;
Juniper, 2000).

Short-termism can be represented in more extreme
form, although this form is often treated as a something
which differs from short-termism itself. | imply investor
myopia which means that agents evaluate consequences
of their decisions only over short-time horizon (Juniper,
2000). | believe that investor myopia is both really
powerful cause of underinvestment and important
determinant of portfolio (and real investment) decisions
(Rozmainsky, 2010b, pp. 35— 36). Therefore it matters.
But unlike liquidity preference, investor myopia is not
concerned with cyclical fluctuations of macroeconomic
activity. This myopia can be treated as the special
ingtitutional barrier to economic growth. Unfortunately,
there are neither consistent theory of short-termism nor
satisfactory analysis of investor myopia (as the most
radical and important form of short-termism). The latter
isamost completely unexplored phenomenon.

The goal of this paper isto develop coherent theory
of investor myopia as the very important barrier to
economic growth in most countries with transition and

developing economies. | suppose that it can be realized
through inclusion of investor myopiainto Post Keynesian
Economics, because it is this school that focuses upon
choice among durable assets and the leading rol e of fixed
capital investment in the long-run economic development.
More exactly, | will prove that investor myopia can be
treated as a phenomenon which is complementary to
liquidity preference. The latter is by no means substitute
for the former. Both these phenomena are both reaction
on high degree of fundamental uncertainty and reasons
for low and/or decreasing fixed capital investment and
related issues. But there are also serious differences
between these two concepts, and these differences will
be explored in this paper.

Therefore, the absence of investor myopia in Post
Keynesian Economics is the serious gap in this rather
systematic approach (Chick, 1995). On the other hand,
no other approaches can give satisfactory theory of
investor myopia. The point is that al other competing
approaches do not focus upon choice among durable
assets; but otherwise realistic analysis of investor myopia
isimpossible, because this phenomenon affects first and
foremost mentioned choice.

Oneof differences (explored in detail below) between
investor myopiaand liquidity preferenceregardsthe above
mentioned second case for a statement about enormous
role of durable assets. This second case is that some such
assets are concerned with technical progress, but other
assetsarenot. | think that liquidity preference usually does
not influence on choice among these types of assets (it
affects only on above-described choice among illiquid
productive and liquid non-productiveitems), unlikeinvestor
myopia. The latter can lead to long-run adverse path of
economic development. This adversity is concerned with
that agents choose those rea investments which do not
lead to technical progress and innovations' diffusion.

But firstly there is a necessity to give more rich
definition of investor myopia, and to discuss the basic
forms of this phenomenon. | will makeit in thefollowing
Section 1. After, in the Section 2, | will illustrate basic
differences between investor myopia and liquidity
preference. In particular, | will show that the former can
be rather more dangerous for the real economy than the
latter. Then, in the Section 3, | will turn to the analysis of
fundamental factors generating investor myopia. | will
demonstrate that all such factors are elements of
institutional environment. The conclusive commentswill
be contained in the final Section 4. The main aspect of
these comments is to show specia role of the State in
overcoming of investor myopia.

1. Investor myopia: essence and forms
As| have already mentioned, investor myopiatakes
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place when agents evaluate consequences of their
decisions only over short-time horizon (Juniper, 2000).
At that, investor myopia is usually treated as a
phenomenon confined to the equity market (Juniper,
2000). It seems to me that it is necessary to exceed the
bounds of equity market in order to provide full analysis
of this phenomenon.

The point is that choice among durable assets is
rather more expanded event than some decision regarding
equity market. Acquisition of fixed (and also human or
health) capital, different non-equity speculations, various
illegal activity — all these things can be both type of
choice of durable assets and transactions beyond equity
market. Investor myopia can exist whenever decision
about purchase of durable asset(s) should be made. And
aways investor myopia shows itself to be a shift toward
assets bearing short-term income across the whole
spectrum of durable assets. Therefore investor myopia
affects not only structure of stock market and choice
between asset-renewal and asset-stripping (Juniper,
2000). This phenomenon can determine ratios between
productive and mediatory activities, between skills
formation and skills erosion, between health promotion
and health loss, between technical-progress-inducing
industries and other ones, between legal and illegal
activities, and so on. Now | will give more detailed
consideration of these*incarnations” of investor myopia.

a) The choice between productive and non-
productive activities. In any economy there is some ratio
between these types of activity. Other things being equal,
productive activity bears income in more distant future
than non-productive — mediatory and speculative— one.
For instance, successful speculation can utterly enrich
agent for the day unlike any agricultural or industrial
production. Here investor myopia embodies in the form
of shift to trade and speculations. It is clear that such
shift seriously distorts sectoral structure of the economy
and leads to fall in productivity and technological
degradation. It had been a scourge of many former
socialist countries in the beginning of their transition to
the market economic systems in the turn of the 1990s.
Some countries like Russiaand Ukraine up to now suffer
from this economic disease and therefore are faced with
the barriers to growth. The same problems grip some
developing countries of Africaand Asia.

b) The choice between accumulation of human
capital and erosion of skills. A role of investor myopia
(more exactly, a role of short-termism as the excessive
discounting of expected future returns) as the barrier to
“skillsformation” was mentioned in theliterature (Juniper,
2000). But this aspect needs to be explored in detail. In
order to accumulate human capital people should have
long-term horizon planning, because more high skills

generate gains only in the distant future. Diffusion of
investor myopia among agents can lead to the erosion of
skills, when peopl e begin to make occupational choicein
favor of activities which do not require high skills. The
examples are jobs for common labor and various
mediatory activities. Such shiftstogether with braindrain
had contributed to technological degradation in many
transitional economiesinthe beginning of the1990s. The
same problem is relevant for many post-transitional
countries now.

¢) The choi ce between accumulation of health capital
and healthloss. Thisaspect, unfortunately, istotally ignored
in economic analysis. In generd, “health can beviewed as
adurable capital stock that produces an output of healthy
time” (Grossman, 1972, p. 223). In other words, heath
capital isthefactor which increases period of use of human
capital. The problemisthat health investment can generate
significant only in very distant future. Therefore investor
myopia destroys inducements to invest in health capital.
Moreover, peopl e characterized by such myopiaoften make
choicewhichleadsto healthloss. | imply increasind demand
for acohol and drugs, and also just “unhealthy way of
life”. Agentsdo not believein (distant) future and not care
about their health. As aresult, health capital decreases. It
adversely affects both life expectancy and economic
development. Theexamplesare Russia, Ukraineand some
other post-transitional countries.

d) The choice between technical-progress-inducing
industries and other ones. Broadly speaking, any
investments can contribute to technical progress. Such
assumption is valid in any very abstract growth model
(Palley, 1996). But if we make more detailed analysis
then the conclusion must be made that some investments
foster strongly technical progress, other investments are
not. Usually embodiment of technical improvements is
not only complex but also long process. Therefore
investments concerned with such embodiment bear profit
more lately than other ones. Put differently, expansion of
potentially technically-progressive industries is possible
only when agents have long-term planning horizon. On
the contrary, when agents evaluate their future
performance only over short-time horizon, such
industries cannot develop, and new inventions cannot be
embodied. It is the serious issue of many countries with
developing and post-transitional economies.

€) The choice between legal and illegal activities.
The existence of more or less significant illegal sector in
all developed, post-transitional and devel oping economies
is at the present time not secret for economists. But
causes of agents' choice of illegal business, determinants
of dynamics and structure of this sector, and also
consequences of its expansion are up to now not
satisfactorily explored. It is serious lacuna in modern
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economics. It seemsto methat one of the most promising
modesto fill it isuse of concept of investor myopia. The
point isthat activity within theframework of illegal sector
is almost aways short-term (Oleynik, 2000, ch. 6). The
point is that illegal business implies activity under
conditions of high likelihood of applying legal sanctions
by the State. Therefore participants of illegal sector are
guided by only short-term outcomes. It means that when
some agent tries to choose between legal and illegal
activities, if his (or her) behavior is characterized by
investor myopia, then he (or she) will make decision in
favor of “shadow economy”. That is why rapid growth
of illegal sector in aimost al countries with transition
economies (especially in Russiaand Ukraine) should not
be surprising.

These are main forms of “embodiment” of investor
myopia. In short, entrepreneurs with investor myopia
aspire to make money (a) by means of trade or various
(stock, forex, real estate) speculation, (b) intheindustries
bearing quick income, or (c) within the framework of
illegal sector. Workers (employees) with investor myopia
do not accumulate their human/health capital and rush
for unskilled occupations, including activity within the
framework of three just mentioned “spheres’. The
consequences regarding shareholders and other
participants of financial markets were already explored
(Dickerson et al, 1995; Juniper, 2000), and | will not
touch upon this issue.

It is clear that effects of diffusion of investor
myopia are both adverse and somewhat similar to effects
of increase in liquidity preference. Time to compare in
detail investor myopiawith liquidity preference hascome.

2. The principal differences between investor
myopia and liquidity preference

Asl aready noted both investor myopiaand liquidity
preferences are reactions to high degree of fundamental
uncertainty and affect — adversely for the real economy
— choice among durable assets. But there are principal
(and interconnected) differences between two these
concepts, and because of it they should not be substitutes.

First of all, these phenomenarelate to different time
“runs’. Increasing liquidity preference is short-run
phenomenon. It emergesin response to negative changes
in macroeconomic conditions or adverse adterationsin a
state of “animal spirits’ (Keynes, 1936; Dequech, 1999,
2000a). Increase in liquidity preference both generates
andisgenerated by macroeconomic recessions. Therefore
growing preference for liquidity can be treated as both
cause and effect of cyclical fluctuations of
macroeconomic activity. That iswhy liquidity preference
concept is an integral part of any realistic theory of
business cycles.

Investor myopia, on the other hand, relatesto long-
run, asit follows from the above consideration. Investor
myopia changes fundamental decisions determining
sectoral and occupational structure of the economy. Such
decisions are more irrevocable than decisions which
depend on a state of macroeconomic conditions. So
investor myopia, unlike liquidity preference, affects such
“long-run problems’ as economic growth, structural
dynamics and technical progress.

Furthermore, increasing and/or high liquidity
preference by its nature cannot be long-run
phenomenon! Why? Because often increasing and high
demand for highly liquid assets is not concerned with
getting profit. The objective of agent who becomes
moreliquidissurvival (at least, if hisliquidity preference
is conditioned by precautionary motive). But such
behavioral strategy, at least, if this strategy is one of
any entrepreneur, cannot continue for alongtime. When
agents start business, they do it on order to make —
big or even “maximal” — money. To be in business
only for the sake of survival makes no sense at all. If
some business allows only to survive then the best
decision is to exit (under condition, of course, if this
business is not concerned with some social or other
non-economic objectives, see Arlacchi, 1986; Boltanski
et Th?venot, 1991). That is why | cannot fully agree
with Grahl (1988) who treats increase in liquidity
preference as a cause of lengthy productivity declinein
the 1970-80s in the Western countries (although this
point of view is interesting).

Investor myopia, on the contrary, does not preclude
striving for big (if not maximal) profit. Therefore it can
remain anyhow long. Soinvestor myopianot only affects
more long-term decisions than liquidity preference, but
it by its nature is more long-term phenomenon. Put
differently, liquidity preference, according to above
definition of Deguech (1999), is “an urge for inaction”.
Then investor myopia can be defined as “an urge for
action bearing only short-term outcomes”.

Here the paper comes to the very important note.
The main difference between these two concepts can be
expressed in the following way. Increase in liquidity
preferenceisaspecia behavioral reaction. Itisasensible
(Davidson, 1991, 1996) reaction on changes in
macroeconomic conditions and different psychological
moods and emotions embodied in “animal spirits’. High
and/or increasing liquidity preference cannot be considered
as something rooted in the human nature. Investor myopia,
on the contrary, should be treated as a specia behavioral
norm. Naturally, it is not completely exogenous, as | will
show below. But it often becomes deeply rooted in the
human behavior. Therefore investor myopia cannot be
eliminated by favorable changes in macroeconomic
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conditions or by increase in spontaneous optimism. |f
liquidity preference can be described as a macroeconomic
phenomenon, then investor myopia as a behavioral norm
can be treated as ingtitutional phenomenon. It means that
investor myopia problem exceeds the limits of purely
macroeconomic analysis. In order to fully comprehend
this problem it is necessary to take institutional factors
into account. Asinstitutional phenomenon and behavioral
norm, investor myopiashould be considered in connection
with main elements of institutional environment. | suppose
that this phenomenon is determined by some important
both formal and informal institutions. So theory of investor
myopiabecomes new addition to theanalysisof ingtitutional
boundaries to economic growth (North, 1990).

3. The main institutional causes of investor
myopia

Theimportance of institutions, asiswell known, is
to reduce degree of uncertainty. This statement is shared
not only by the Post Keynesians (Davidson, 1972, 1988,
1991; Deqguech, 2000b; see also Rozmainsky, 2010a),
but also by the New Institutionalists (North, 1990; 1991,
1995; Eggertsson, 1990). This goal can be attained by
both types of ingtitutions. | mean formal and informal
“rules of games’.

The most important formal institution which
decreases uncertainty is the law of contracts. The point
isthat legal forward contracts are to assure many future
outcomes and flows. Thereby, such contracts reduce
degree of uncertainty and give entrepreneurs possibility
to determine, at least, level of future cost. Without it any
long-term economic activity makes no sense. Thatiswhy
some Post-Keynesians consider legal forward contracts
asthe most fundamental institution of market “ monetary”
economy (Davidson, 1972, 1988, 1991; Carvalho, 1992;
see also Rozmainsky, 2010a). In particular, only forward
contracts make investments with long gestation period
possible. Thisfeature asarule characterizesfixed capital
investments, including investment-embodying technical
progress.

But forward contracts must be legally enforceable.
Only in such case this ingtitution will be really able to
reduce uncertainty and to create foundationsfor any long-
term economic activity, including fixed capital investment.
Such legal enforcement is provided by the State. The
absence of the State protection of forward contracts in
the form of legal enforcement creates broad possibilities
for recontracting without penalty and various violations
of contractual obligations.

Broadly speaking, absolute absence of any legal
enforcement of contracts means that explicit money
forward contracts system cannot function. But
enforcement isordinal phenomenon. It can have different

degrees. Thus, degree of uncertainty surrounding
economic agents is a positive function of degree of legal
contracts enforcement provided by the State. So, bad
performance of the State in this sphere can increase
degree of uncertainty.

It is clear that the most of fixed capital investment
cannot be realized without complex and sophisticated
system of forward contracts. The low degree of legal
enforcement of contracts, other things being equal,
decreases general amount of forward contracts; hence,
it leadsto agents’ refusal from somelong gestation period
real investment projects.

It is also clear that all these aspects are relevant to
investor myopiaproblem. Thegreat difficulties concerned
with legal forward contracting impede to assure future
costs and other important economic variables. Therefore
evaluation of too distant performance becomes senseless.
Hence investor myopia takes place. Agents begin to
confine themselves only to short-term planning horizon.
Only improvement of performance of the State in this
sphereisableto solveinvestor myopiaproblem. It means
that the more role of long gestation period investment in
the economy, the better legal enforcement must be. Bad
enforcement leads to adverse changes in both volume
and structure of real investment and al so to technological
degradation. Here there is very important institutional
barrier to economic growth.

Another relevant institutional factor is concerned
withinformal institutions. | imply herefirst and foremost
“a style of relations” between agents. This style is
determined mainly by the “degree of pursuit of self-
interest” by separate agents. The high degree of such
pursuit means opportunism (Williamson, 1985; Dunn,
2000).

The phenomenon was extensively analyzed by
Williamson and some other New Institutionalists. But this
analysis had almost exclusively microeconomic character.
However opportunism should be considered also as an
important factor influencing long-run macroeconomic
variables.

The point is that opportunism always means low
degree of mutual trust between agents, when each agent
has low propensity to form any links with other agents.
Therefore quantity of contracts in a society with high
opportunism is less than quantity of ones in a society
with low opportunism or without it. It is clear that
opportunism negatively affects both investment activity
and inducement to work (and to innovate). Needless to
say, any complex and lengthy economic activity implies
both links with different sides and confidence in
predictability (and honesty) of their actions.

Increase in the degree of opportunism can be
described through tools of standard macroeconomic
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analysisas aleftward shift in the aggregate supply curve,
because this phenomenon acts as a strong disincentives
to work, to invest etc. Producers will supply the same
amount of real output only for higher prices. Here we
can seethat opportunismisboth highinstitutional barrier
to growth and cause of cost inflation. For example,
accelerated inflation in all transition economies in the
beginning of the 1990s can be explained, in particular, as
an effect of increased degree of opportunism.

For our analysis it is important that increasing
opportunism narrows planning horizon. If agents do not
trust each other they will not put into practice of any
lengthy (and complex) activities. Increased opportunism
instills psychology of participants of illegal sector in
“ordinary” people. They begin to strive for short-term
gains. The calculations of long-term outcomes become
an exception.

So absence or low degree of opportunism is not
lessimportant condition for high level of real investment
than legal enforcement of forward contracts. Although,
broadly speaking, high opportunism can be an effect of
failure of the State as “a legal protector” of contracts.
The point is that inability or reluctance of the State to
enforce legally contracts induces people to behave in an
opportunistic manner.

But high opportunism is not dependent entirely on
contracts enforcement. Perhaps, the main cause of
opportunism is rooted in a sphere of moral norms. If
people do not follow moral norms or if these norms
themselves have been degraded, that high opportunism
is inevitable. Naturally, | cannot completely reject
dependency of this sphere on described enforcement of
contracts. But if this dependency exists that it is weak.
Moral sphere, first of al, is determined by cultural and
religious factors of a society (including an influence of
the State on these factors, as | will show in the next
Section).

Itislikely that defects of institutional environment
in the forms of failure of the State — as the body
enforcing legally contracts — and high opportunism are
the both main institutional “diseases’ of many countries
beyond nationswith industrially devel oped economiesand
fundamental causes of myopia-induced chronic
underinvestment in these countries.

Thedescribed factorsare not only causes of investor
myopia. Other elements of institutional environment can
also affect planning horizon of agents, for instance, rules
determining rights and duties of different agents. Such
rules are both significant element of institutional
environment and goal of rent-seeking activity. By theway,
it means that degree of competition can be also treated
as an element of ingtitutional environment. The point is
that extremely fierce competition impedes too long-term

calculations owing to unpredictability which is inherent
to such competition. But, on the other hand, highly
monopolized environment is also inconsistent with long
planning horizon of agents because perception of
“monopolistic protectability” discourages any complex
and time-consuming kinds of activity. Broadly speaking,
such aspects should be elaborated more serioudly.

But nevertheless these aspects do not abolish the
statement that the main reasons for investor myopia are
both absence of clear legal enforcement of forward
contractsand high degree of opportunism. Indeed it means
that aquestion about arole of the State must be analyzed
in detail.

4. Conclusion: the State and investor myopia

Themain practical conclusion of this paper israther
Keynesian: an improvement of “state of affairs’ is “in
hands of the State”. As the above analysis has showed,
collapse of fixed capital investment and/or chronic
underinvestment can be an effect of inability or reluctance
of the State to fulfil its main institutional function which
isalegal enforcement of contracts. Only “ protectability”
of contracts provides some “acceptable’ level of agents
confidence in the long-term future and creates necessary
prerequisites for realization of complex and lengthy
investment projects.

But opportunism can also be a consequence of the
“government failure”. The pointisthat the State can mould
and change public ideology (PI) which can be defined as
the system of social goals, preferences and values
influencing onindividuals' objectivesand values. Pl both
affectsand isaffected by informal institutions. Moreover,
broadly speaking, Pl can be treated as a special element
of informal part of institutional environment.

In described case the following idea is important.
The propensity to behave in an opportunistic manner
depends, in particular, on Pl. Some Pls can taboo
opportunistic behavior, whereas other Pls can encourage
it. The example of the former type of Plsisthe systems
of social goals, preferences and values in the Protestant
Western countries at the earliest stage of Western
capitalism development (Weber, 1965). Honest behavior
and strict observance of contractual obligationshave been
unshakabl e principles of the Protestant ethic. That iswhy
violationsof obligationsin Anglo-Saxon and Scandinavian
countries (centers of Protestantism) are rare in
comparison with al other countries and regions of the
world.

The example of the latter type of Plsisideologies
in many transitional/post-transitional countries in the
1990s and 2000s, such as Russia, Ukraine etc. In each
of these countries at the beginning of 1990s the State —
mainly through mass media — had become to implant
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ideology of immediate enrichment and conspicuous
consumption instead of communistic system of goals,
preferences and values. In the course of this
“implantation” the most of moral rules common to all
mankind were declared as old-fashioned ones. Honest
and (all the more) self-sacrificing work had become
socially disregarded and disdained. So the State had
compelled peopleto be more selfish and money-grubbing.
Moreover, implantation of thisnew Pl had opened broad
waysfor variousillegal activities. Naturally, opportunism
had quickly become to transform from occasional
phenomenon to behavioral norm. Often people enriched
with the violations of formal rules have obtained public
recognition (in mass media etc).

It is clear that new “transitional” Pl has strongly
narrowed investor myopiain considered countries. Such
ideology of immediate enrichment and “luxury life” has
been inconsistent with purpose of steady economic
growth induced by rapid technical progress. Such purpose
isunattai nable when the most investors are characterized
by myopia. | believe, that implantation of such Pl isone
of the most important reasons for transformational
recession in many transition economies. And one of the
most strong means for providing high rate of growthisa
creation of new Plswhich encourage honest (and perhaps
even ascetic) behavior.

In closing, both investor myopia and high liquidity
preferences are phenomena concerned with choice
among durable assets; and both these phenomena very
negatively affect real economy. Furthermore, overcoming
of investor myopia — as well as deliverance from
extremely high liquidity preference— is*“in hands of the
State”. High liquidity preference can be eliminated by
expansionary fiscal and monetary policy of the State.
Investor myopia can be eliminated by both clear
enforcement of private contracts and active struggle with
opportunism. It is the State that is responsible for both
these “policies’. In short, investor myopia can be treated
as a consequence of the “weak State”, which cannot
mould institutional environment consistent with market
economy characterized by high allocative efficiency and
successful macroeconomic performance. That is why it
seems to me that described “theory of investor myopia’
can shed new light upon fundamental economic problems
of post-transitional and developing countries.
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Rozmainsky I. V. Investor Myopiaand Liquidity
Preference as the Complementary Concepts

The paper contains attempt to develop coherent
theory of investor myopia, which takes place when
agents do not take long-term outcomes of their activity
into account. Investor myopia is treated as a concept
which is complementary to liquidity preference: both
can lead to underinvestment. But, at the same time, the
former is more long-run phenomenon which is
concerned with serious defects of institutional
environment. The main practical conclusion is that the
State is responsible for overcoming of investor myopia.
This phenomenon can be considered as the key to many

fundamental economic problems of developing and post-
transitional economies.

Key words: investor myopia; liquidity preference;
institutional environment; forward contracts;
opportunism, the state.

Po3mainceknii 1. B. InBecTuniiina koporko-
30picTh i mepeBara JiKBiTHOCTI IK B32€MO/IOMOBHIO-
BaJIbHI NOHATTS.

Cratt4 € cipo0or0 po3poOKH HiTiCHOT Teopii iHBeC-
TULIAHOT KOPOTKO30POCTI, 110 ICHYE, KOJI areHTH HE Bpa-
XOBYIOTH JIOBTOCTPOKOBI HACIIZIKK CBOiX Jiid. [HBecTHII-
1lfHa KOPOTKO30PICTh TPAKTYETHCSI SIK IOHSTTSI, IO JIOTIOB-
HIOE TIepeBary JIKBiIHOCTi: 0011Ba PEeHOMEHH TTOPOJIKY-
I0Th HU3bKUH piBEHb IHBECTHUIIIN. AJie, IPH IIbOMY, iHBEC-
THUIIIIHa KOPOTKO30piCTh, HA BIAMIHY BiJl IepeBaru
JIKBITHOCTI, € OLIBIII IOBFOTPUBAJIKMM SIBHIIEM, [TOB’ 513a-
HUM 3 CepHO3HMMH BaJaMH iHCTUTYIIHHOTO CEepeOBH-
ma. OCHOBHUI MPaKTUYHHUI BUCHOBOK TOJISITAE B TOMY;,
10 32 MTOJI0JIAHHS IHBECTHUIIIIHHOT KOPOTKO30POCTi € BiIO-
BiZIATIbHOIO JieprkaBa. [1030aBieHHs BiJl iHBECTHIIIHHOT KO-
POTKO30pOCTI MOXKE JOMIOMOITH Yy BUPIIIEHHI 0arathox
(hyHIaMEHTATLHIX EKOHOMIYHUX IMPOOJIEM KpaiH, 110 pO3-
BUBAIOTHCS, 1 HOCTIIEPEXiAHUX KpaiH.

Kntouogi cnosa: iTHBeCTHUIIHHA KOPOTKO30PICTh, Me-
peBara JiKBiJHOCTI, IHCTUTYIIIHE CepeoBHIIE, (hOpBapAHi
KOHTPAKTH, OTIOPTYHI3M, JIepKaBa.

Posmanuckuii U. B. UaBecTunmonuas 0J,1m30-
PYKOCTH U NIpeINoYTeHHE IMKBUIHOCTH KAK B3aMO-
JOMOJIHAIOIINE TTOHATHA

CraThs COJIEP>KUT MOIBITKY Pa3pa00TKH ENOCTHON
TEOPUH HHBECTUITMOHHOM OJIM30PYKOCTH, UMEIOIICH Mec-
TO, KOTJIa aT€HTHI HE YYUTHIBAOT JIOJITOCPOYHBIC ITOCTIE/-
CTBUS CBOMX JielicTBUH. THBECTUIIMOHHAS OIM30PYKOCTh
TpaKTyeTCH KaK IIOHATHUEC, JOIIOJIHAOIICC HpeIIHOLITCHI/Ie
JIUKBUJIHOCTH: 00a (heHOMEeHa TOPOKIAI0T HUZKHI YPO-
BEHb HHBeCTHIMH. Ho, pu 3TOM, HHBECTUITMOHHAS OJTU-
30pyKOCTI>, B OTJINYUEC OT Hpe,Z[HOLITeHI/IH JIMKBUIHOCTH,
SIBJISIETCS OOJIEe JTOJITOCPOYHBIM SIBJICHUEM, CBSI3aHHBIM
C CEephE3HBIMU M3bSHAMH HWHCTUTYI[HOHAIBLHON CpeJbl.
OCHOBHOM NMPaKTUYECKU BBIBOJI COCTOUT B TOM, UTO 32
MIPEOI0JICHNE NHBECTUIMOHHOMN OJTM30PYKOCTH HECET OT-
BETCTBEHHOCTh TOCYapcTBO. M30aBreHre OT MHBECTUIIU-
OHHOH OJM30PYKOCTH MOXKET MOMOYb B PEIICHUH MHO-
rux (yHJaMEeHTAILHBIX IKOHOMUYECKUX ITPOOIIEM pa3Bu-
BAFOIIUXCS ¥ TTOCTIEPEXOIHBIX CTPaH.

Kmouesvle mepmumbl: THBECTUIIMOHHAS OJTM30PYKOCTb,
MIPEIIOYTEHNE JIMKBUTHOCTH, MHCTUTYIIMOHAJIBHAS Cpeia,
(hopBapaHBIE KOHTPAKTEHI, OIIIOPTYHU3M, TOCYIAPCTBO.
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