
Give to AgEcon Search

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the 
globe due to the work of AgEcon Search.

Help ensure our sustainability.

AgEcon Search
http://ageconsearch.umn.edu

aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only. 
No other use, including posting to another Internet site, is permitted without permission from the copyright 
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.

No endorsement of AgEcon Search or its fundraising activities by the author(s) of the following work or their 
employer(s) is intended or implied.

https://shorturl.at/nIvhR
mailto:aesearch@umn.edu
http://ageconsearch.umn.edu/


 

 
Does strengthening Collective Action Clauses 

(CACs) help? 
 

Sayantan Ghosal and Kannika Thampanishvong 
 
 

No 895 
 

 

 

 

 

 

 

WARWICK ECONOMIC RESEARCH PAPERS 

 

 

 

 

DEPARTMENT OF ECONOMICS 

 

 













Sovereign debtor

issues two­period

bond and private

creditors lend

0=t No Shock (no default)

Negative Shock

(default)

1=t

1=t

Sovereign debtor

issues a new one­

period bond, rolling

over the outstanding

interest and capital

owed under existing

two­period bond

Creditors receive
coupon payment

2=t

2=t

Creditors receive final
payment

Final payment to

creditors

Creditors receive

private information

about the future value

of the new one­period

bond and

simultaneously decide

whether or not to

agree to the debt

rollover

Sovereign debtor

issues two­period

bond and private

creditors lend

0=t No Shock (no default)

Negative Shock

(default)

1=t

1=t

Sovereign debtor

issues a new one­

period bond, rolling

over the outstanding

interest and capital

owed under existing

two­period bond

Creditors receive
coupon payment

2=t

2=t

Creditors receive final
payment

Final payment to

creditors

Creditors receive

private information

about the future value

of the new one­period

bond and

simultaneously decide

whether or not to

agree to the debt

rollover















γ

( ) ( )γγ γγ aEaE
m

A

m

R
,,,

( )
γγ aE

m

R
,

( )γγ aE
m

A
,

*

m
γ

0

( ) ( )** ,,
**

mm

aEaE
m

m

Am

m

R γγ
γγ =

ε 1

( ) ( ) 0,, >− εε εε aEaE
m

A

m

R

γ

( ) ( )γγ γγ aEaE
m

A

m

R
,,,

( )
γγ aE

m

R
,

( )γγ aE
m

A
,

*

m
γ

0

( ) ( )** ,,
**

mm

aEaE
m

m

Am

m

R γγ
γγ =

ε 1

( ) ( ) 0,, >− εε εε aEaE
m

A

m

R


















