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Lecture 1: Patching Up the Pact

Alesina, A. and T. Bayoumi (1996), “The Costs and Benefits of Fiscal Rules: Evidence from
U.S. States,” NBER Working Paper 5614.

Artis, M. and M. Buti, “Close-to-Balance or in Surplus: A Policymaker’s Guide to the
Implementation of the Growth and Stability Pact,” Journal of Common Market
Studies 38, 563-91.

Alesina, A. and R. Perotti (1995), “The Political Economy of Budget Deficits,” IMF Staff
Papers, 1-37.

Beetsma, R. and H. Uhlig, “An Analysis of the Stability and Growth Pact,” Economic
Journal 109, 546-71.

Buiter, W. (2004), "Two Naked Emperors? Concerns about the Stability and Growth Pact &
Second Thoughts about Central Bank Independence”, Fiscal Studies 25, 249-277.

Buiter, W.and C. Grafe (2004), "Patching up the Pact; Some Suggestions for Enhancing Fiscal
Sustainability and M acroeconomic Stability in an Enlarged European Union",
Economics of Transition, 67-102.

Fatas, A., A. Hughs-Hallet, A. Sibert, R. Strauch and J. von Hagen (2004), Monitoring

European Economic Integration: Stability and Growth in Europe - Towards a Better
Pact 13, Centre for Economic Policy Research.

Giancarlo Corsetti’s webpage:
http ://www.iue.it/RSCAS/Research/Eurohomepage/FiscalPolicy/

Lecture 2: Monetary and Fiscal Policy Coordination

Artis M.J. and B. Winkler (1997), "The Stability Pact: safeguarding the credibility of the
European Central Bank™, EUI Working Papers, RSC No. 97/54



Chari, V.V. and P. J. Kehoe (1998), “On the Need for Fiscal Constraints in a M onetary
Union,” Working Paper 589, Federal Reserve Bank of M inneapolis.

Beetsma R. (2001), "Does EM U need a Stability Pact?", in A. Brunila, M. Buti and D. Franco
(eds.), The Stability and Growth Pact: The Architecture of Fiscal Policy in EMU,
M acmillan.

Martin Feldstein (April 2005), "The Euro and the Stability Pact”, NBER Working Paper No.
11249.

Gali, J. and R. Perotti (2003), Fiscal Policy and Monetary Integration in Europe NBER WP
9773.

Sargent, Thomas J., and Neil Wallace (1981), “Some Unpleasant M onetarist Arithmetic,”
Federal Reserve Bank of Minneapolis Quarterly Review 5: 1-17.

Lecture 3 Fiscal Policy Coordination

Buiter, W. and A. Sibert (2005), “Cross-Border Tax Externalities: Are Budget Deficits Too
Small?”

Buiter, W. and K. Kletzer (1991), “The Welfare Economics of Cooperative and Non-
cooperative Fiscal Policy, “ Journal of Economic Dynamics and Control 15.

Canzoneri, Matthew G., Robert E. Cumby and Behzad T. Diba (2002), “New Views on the
Transatlantic Transmission of Fiscal Policy and Macroeconomic Policy
Coordination.”

Coutinho, Leonor (2002), “Fiscal Policy in the New Open Economy M acroeconomics and
Prospects for Fiscal Policy Coordination,” unpublished paper

Frenkel, J. A. and A. Razin (1985), “Government Spending, Debt, and International
Econonomics Interdependence,” Economics Journal 95, 619-636.

Frankel, J. A. and A. Razin (1987), Fiscal Policies and the World Economy, Cambridge, MIT
Press.
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Lecture 1: Some Historical Background on Inflation Targetting
. The Failure of Keynesianism

. The Monetarist Controversy

. The Rational Expectations Revolution

. Time Inconsistency

Friedman, M. (1968)., “The Role of Monetary Policy,” American Economic Review 58, Mar.
1968, 1-17.

Phelps, Edmund S. (1968), “Money-Wage Dynamics and Labor-Market Equilibrium,”
Journal of Political Economy 76, 678-711.

Modigliani, G. (1977), “The Monetarist Controversy or, Should We Forsake Stabilization
Policies?” American Economic Review 67, Mar. 1977, 1-19.

Barro, Robert J. And David Gordon (1983), “A Positive Theory of Monetary Policy in a
Natural Rate Model,” Journal of Political Economy 81, 589-610.

Rogoff, Kenneth (1985), “The Optimal Degree of Commitment to an Intermediate Target,
Quarterly Journal of Economics 100, 1169-89.

Svensson, L. (2003), “In the Right Direction, But Not Enough: the Modification of the
Monetary Policy Strategy of the ECB,” Briefing paper for the Committee on
Economic and Monetary Affairs of the European Parliament.

Kydland, Finn and Edward Prescott (1977), “Rules Rather than Discretion: The
Inconsistency of Optimal Plans,” Journal of Political Economy 85, 473-92.

Lecture 2: The Pros and Cons of Monetary Union

. alternative exchange rate regimes
. optimum currency areas

. exchange rates and trade

. monetary union and reform

Obstfeld, Maurice and Kenneth Rogoff (1995), “The Mirage of Fixed Exchange Rates,”
Journal of Economic Perspectives 9, 73-96.



K. S. Rogoff, et.al., Evolution and Performance of Exchange Rate Regimes (IMF Occasional
Paper 229, 2004)

Flood, Robert P. And Peter Garber (1984), “Collapsing Exchange Rate Regimes: Some
Linear Examples,” International Monetary Fund Staff Papers 36, 612-32.

Bayoumi, T.(1994), “A Formal Model of Optimal Currency Areas,” International Monetary
Fund Staff Papers,” 41, 537-554.

Mundell, Robert A. (1961), “A Theory of Optimum Currency Areas,” American Economic
Review 51, 657-65.

Canzoneri, M. And C. Rogers (1990), “Is the European Community an Optimal Currency
Area? Optimal Taxation Versus the Cost of Multiple Currencies,” American
Economic Review 80, 419-33.

Bean, Charles (1992), "Economic and Monetary Union in Europe”, Journal of Economic
Perspectives.

Rose, A.. (2000), “One Money, One Market: Estimating the Effect of Common Currencies on
Trade,” Economic Policy 30, 7 - 46.

Sibert, A. and A. Sutherland (2000), “Monetary Union and Labour Market Reform,” Journal
of International Economics 51, 421-435.

Lecture 3: Monetary Policy Making by Committees

. A Social Psychology Perspective

. Costly Information Gathering

. Reputation in Committees

. The ECB Compared to the Other Central Banks

Sibert, A. (2006), “Central Banking by Committee”, De Nederlandsche Bank Working Paper
no. 91.

Li. H., Rosen, S. and W. Suen (2001), “Conflicts and Common Interests in Committees,”
American Economic Review 91, 1478-1498.

Mukhopadhaya, K. (1999), “Jury Size and Free Rider Problems,” Journal of Law, Economics
and Organization 19, 24-44.

Sibert, A. (2003), “Monetary Policy Committees: Individual and Collective Reputations,”
Review of Economic Studies 70, 649-666.

Sibert, A. (2005), “Is the Structure of the ECB Adequate for the New Challenge?” in Fritz
Breuss and Eduard Hochreiter, eds. Challenges for Central Banks in an Enlarged
EMU, Springer-Verlag, Vienna, 95-118.

Buiter, W. (1999), "Alice in Euroland", Journal of Common Market Studies, Vol. 37, No. 2,



181-2009.

Issing Otmar (1999), “The Eurosystem is Transparent and Accountable, or Willem in
Wonderland,” Journal of Common Market Studies, 37, 3 pp.503-519

Lecture 4: Current Issues in Euroland |

. The Ins and the Outs
. Asset Price Bubbles

Ozkan, F. G., A. Sibert and A. Sutherland (2004), "Monetary Union and the Maastricht
Inflation Criterion: The Accession Countries" Economics of Transition 12, 635 - 652.

Buiter, W. H. (2005), “To Purgatory and Beyond,” in F. Breuss and E. Hochreiter, eds.,
Challenges for Central Banks in an Enlarged EMU, Springer-Verlag, Vienna.

Bikhchandani, Sushil, David Hirshleifer and Ivo Welch (1998), “Learning from the Behavior
of Others: Conformity, Fads and Inforational Cascades,” Journal of Economic
Perspectives 12, 151-170.

Bond, Stephen R. and Jason G. Cummins (2000), “Investment in the New Economy: Some
Tangible Facts and Intangible Fictions,” Brookings Papers on Economic Activity, 61-
124,

Cecchetti, Stephen, Hans Genberg and Sushil Wadhwani (2002), “Asset Prices in a Flexible
Inflation Targeting Framework,” NBER Working Paper 8970.

Field, Alexander (1984), “A New Interpretation of the Onset of the Great Depression,”
Journal of Economic History,” Journal of Economic History 44.

Garber, Peter M. (1990), “Famous First Bubbles,” Journal of Economic Perspectives 4.

Goodhart, C. (2001), “What Weight should be given to Asset Prices in the Measurement of
Inflation,” Economic Journal 111, 335-356.

Goodhart, C. and B. Hofmann (2000), “Asset Prices and the Conduct of Monetary Policy,”
unpublished paper.

Goodhart, C. and B. Hofmann (1999), “Do Asset Prices Help to Predict Consumer Price
Inflation,” The Manchester School 68.

Hamilton, James D. and Charles H. Whiteman (1985), “The Observational Implications of
Self-Fulfilling Expectations,” Journal of Monetary Economics 16, 353-373.

Lee, In Ho (1998), “Market Crashes and Informational Avalanches,” Review of Economic
Studies 65, 741-759.

Stock, James H. and Mark W. Watson (2001), “Forecasting Output and Inflation: The Role of
Asset Prices,” unpublished paper.



Weiss, L. A. (1990), “Bankruptcy Resolution: Direct Costs and Violation of Priority of
Claims,” Journal of Financial Economics 27, 285-314.

Yamaguchi, Yutaka (1999), “Asset Prices and Monetary Policy: Japan’s Experience,” paper
presented at the Federal Reserve Bank of Kansas City’s symposium at Jackson Hole,
Wyoming.

Lecture 5: Current Issues in Euroland 11

. A One-Size-Fits-All Monetary Policy

. foreign exchange intervention

. Global Imbalances

Alesina, A. and V. Grilli (1992), “The European Central Bank: Reshaping Monetary Policies
in Europe,” in M. Canzoneri, V. Grilli and P. Masson, eds., Establishing a Central

Bank, Issues in Europe and Lessons from the U.S., Cambridge, Cambridge University
Press

Sibert, A., “One-Size Fits All Monetary Policy,” (2003), Briefing Paper for the Committee on
Economic and Monetary Affairs of the European Parliament.

Roubini, Nouriel (2006), “Why Central Banks should Burst Bubbles,” unpublished paper.

Kaminsky, G. and K Lewis, “Does Foreign Exchange Intervention Signal Future Monetary
Policy,” Journal of Monetary Economics 37 (1996), 285 - 312.

Leahy, M. (1995), “The Profitability of U.S. Intervention in the Foreign Exchange Market,”
Journal of International Money and Finance 12(6), 644-53.

Bonser-Neal, C. (1996), “Does Central Bank Intervention Stabilize Foreign Exchange Rates,”
Economic Review, first quarter.

Sibert, A. (2006), “Balance of Payments Accounting,” Lecture Notes.

Sibert, A. (2006), “Global Imbalance,” Briefing Paper for the Committee on Economic and
Monetary Affairs (ECON) of the European Parliament, Nov. 2004.
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