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Course description

The course follows the evolution of European monetary integration from its beginnings to the present. Taking a historical perspective on the issue allows placing the present debates over the euro into perspective. The course aims to investigate the following questions:

1. How has the common currency fulfilled the expectations of its founders?
2. Are the critiques of the EMU fiscal framework justified?

3. Why and when should the new member states of the EU introduce the common currency? 

The course is divided into two parts. During the first part of the course the evolution and the main institutions of the Economic and Monetary Union will be introduced. The second part of the course evaluates the experiences with the common currency as well as considers the challenges for the future. 
Course requirements
· Presentation on one of the recommended articles (20% of the final grade, mandatory for signature)

· Midterm: a quiz on the first part of the course (40% of the final grade)

· Final exam: a quiz on the second part of the course (40% of the final grade)

Readings

Readings are available in the library, in online databases (JSTOR, EBSCO, ScienceDirect) or on the internet. Articles marked by * are recommended and can serve as the basis for presentation or future research.  
Schedule
Part 1. Evolution and institutions of the Economic and Monetary Union
1. Introduction – problems and prospects of the common currency
2. The economics of the common currency 

Horvath, Julius (2003): ”Optimal Currency Area Theory: A Selective Review.” BOFIT Discussion Papers No. 15. Helsinki: Bank of Finland Institute for Economies in Transition. 

*Rockoff, Hugh (2000): ”How long did it take for the United States to become an optimal currency area?” NBER Historical Paper No. 124. Available: http://papers.nber.org/papers/h0124.pdf  (3 presenters)
3. Chronology of the EMU
Palánkai, Tibor (2004): Economics of Enlarging European Union. Budapest: Akadémiai Kiadó. pp. 113-138. 

* Eichengreen, Barry (2000): “The EMS Crisis in Retrospect.” NBER Working Paper No. 8035. Available: http://www.nber.org/papers/w8035.pdf  (3)

4. The introduction of the euro and the opt-out countries
Briotti, Maria Gabriella (2004): “Fiscal Adjustment between 1991 and 2002: Stylized Facts and Policy Implications.” European Central Bank Occasional Paper No. 9. Available: http://www.ecb.eu/pub/pdf/scpops/ecbocp9.pdf
*Hay, Colin, Nicola J. Smith and Matthew Watson (2006): ”Beyond Prospective Accountancy: Reassessing the Case for British Membership of the Single European Currency Comparatively.” British Journal of Politics and International Relations. Vol. 8. No. 1. pp. 101-121. (2)
*Jonung, Lars (2003): “The Political Economy of Monetary Unification: The Swedish Euro Referendum of 2003.” CATO Journal. 24. évf. 1-2. sz. 123-149. Available: http://www.cato.org/pubs/journal/cj24n1-2/cj24n1-2-13.pdf  (2)
5. The European Central Bank

Scheller, Hanspeter (2004): The European Central Bank: History, Role and Functions. Frankfurt: European Central Bank. 41-62, 77-93. Available: http://www.ecb.eu/pub/pdf/other/ecbhistoryrolefunctions2004en.pdf 
*Crowe, Christopher and Ellen E. Meade (2007): „The Evolution of Central Bank Governance Around the World.” Journal of Economic Perspectives. Vol. 21. No. 4. pp.69-90. (2)
6. The Stability and Growth Pact 
European Commission (2004): EMU after five years. European Economy Special Report No. 1. Brussels: Commission of the European Communities Directorate General for Economic and Financial Affairs. 89-106. 
Available: http://ec.europa.eu/economy_finance/publications/european_economy/2004/eesp104en.pdf
*Heipertz, M. And A. Verdun (2004): ”The dog that would never bite? What can we learn from the Origins of the Stability and Growth Pact.” Journal of European Public Policy. Vol. 11. No. 5. pp. 765-780. (2)
*Schuknecht, Ludwig (2004): “EU Fiscal Rules: Issues and Lessons from Political Economy.” European Central Bank Working Paper No. 421. Available: http://www.ecb.eu/pub/pdf/scpwps/ecbwp421.pdf  (2)

7. Midterm
Part 2. Evaluation and prospects for the common currency

8. Monetary developments and growth
European Commission (2008): EMU@10: Successes and Challenges After 10 Years of Economic and Monetary Union. Brussels: Commission of the European Communities Directorate General for Economic and Financial Affairs. pp.27-42. 

Available: http://ec.europa.eu/economy_finance/publications/publication12682_en.pdf
*Geraats, Petra M. (2008): ECB Credibility and Transparency. Economic Papers No. 330. Brussels: Commission of the European Communities Directorate General for Economic and Financial Affairs. (3)
*Wijnolds, Onno DeBeaufort (2006): ”Living up to expectations? Taking stock of the international role of the euro.” Paper presented at the conference ”The Euro and the Dollar”. University of Florida, 25 April, 2006. Available: http://www6.miami.edu/eucenter/conf/Wijnolds_euro06final.pdf  (2)
9. Market integration and the euro
European Commission (2008): EMU@10: Successes and Challenges After 10 Years of Economic and Monetary Union. Brussels: Commission of the European Communities Directorate General for Economic and Financial Affairs. pp. 78-105. 

Available: http://ec.europa.eu/economy_finance/publications/publication12682_en.pdf
* Nardis, Sergio De, Roberta De Santis, Claudio Vicarelli (2008): “The Single Currency’s Effects on Eurozone Sectoral Trade: Winners and Losers?” Economics Discussion Papers, No 2008-1. Available: http://www.economics-ejournal.org/economics/discussionpapers/2008-1

*Franklin, Allen and Wei-Ling Song (2005): “Financial Integration and EMU.” European Financial Management. Vol. 11. No. 1. pp. 7–24. (2)

10. Revising the Stability and Growth Pact 
Chang, Michele (2006): “Reforming the Stability and Growth Pact: Size and Influence in EMU Policymaking.” Journal of European Integration. Vo.28. No. 1. pp. 107 – 120.
* Fischer, Jonas, Lars Jonung és Martin Larch (2007): 101 Proposals to reform the Stability and Growth Pact. Why so Many? A Survey. Economic Paper No. 267. Brussels: Commission of the European Communities Directorate General for Economic and Financial Affairs. (3)
*Buti, Marco (2006) ‘Will the New Stability and Growth Pact Succeed? An Economic and Political Perspective.’ Working Paper No. 241. Brussels: Commission of the European Communities Directorate General for Economic and Financial Affairs. (2)
11. Enlarging the EMU
Csaba, László (2007): The New Political Economy of Emerging Europe. 2nd edition. Budapest: Akadémiai. 184-213.
* Darvas, Zsolt and György Szapáry (2008): “Euro Area Enlargement and Euro Adoption Strategies.” Economic Papers No. 304. Brussels: Commission of the European Communities Directorate General for Economic and Financial Affairs. (4)
12.  Hungary and the Euro
Győrffy, Dóra (2007): “Deficit Bias and Moral Hazard on the Road to the EMU: the Politics of Fiscal Policy in Hungary.” Post-Communist Economies. Vol. 19. No. 1. pp. 1-16. 
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