Economic Analysis of Public Policy II
Instructor:

Martin Kahanec, (MK), KahanecM@ceu.edu
Rainer Martin, (RM), MartinR@ceu.edu
Teaching assistant: tba
Office hours: 

MK: tba

RM: tba

Course description

The Course will follow up and build on the material covered in the Fall Term, focusing on Economic Policy from the perspective of Macroeconomics. Macroeconomics is a branch of Economics that studies the performance, structure, and behavior of a national or supra-national (e.g. EU) economy as a whole. Macroeconomic developments are a central theme of policy debate around the globe. This course provides a sound understanding of macroeconomics for students wishing to become proficient civil servants, policy experts, or analysts in the field of public policy. It will equip the students with an analytical toolset enabling them to understand and study macroeconomic processes, relationships between aggregate economic variables, as well as the organization of the financial sector and national accounts. Throughout the course, specific public policy issues will be studied with the objective to motivate and demonstrate the pertinence of macroeconomic analysis for sound public policy making. This approach will provide the students with a broad understanding of macroeconomic principles as well as enable them to profoundly analyze specific macroeconomic policy issues, such as fiscal and monetary policy, stabilization policy, unemployment, inflation, or economic growth. Considerable effort will be made to make the material accessible to students with diverse backgrounds. 

Objectives and outcomes

The course fosters a comprehensive understanding of macroeconomic principles and their repercussions for sound policy making. By the end of the course, a successful student will be equipped with an effective toolset to analyze public policy issues and proposals from the macroeconomic perspective. Students shall improve their analytical and argumentative skills through interactive lectures fostering theoretical skills as well as their policy applications through in-class policy debates.
Course Readings

Required readings for all students are primarily based on:

· http://core-econ.org/  (hereafter CORE)

· Mankiw, N. Gregory. Macroeconomics, Worth Publisher, 6th or later edition (hereafter Mankiw)
· Lecture notes (including any material not covered in GM or CORE)

Supplementary material for advanced students (not required): 
Miles, David and Andrew Scott, 2004. Macroeconomics: Understanding the Wealth of Nations, John Wiley and Sons, 2nd edition

Borjas, George, 2008. Labor Economics, McGraw-Hill, 4th edition

and a selection of articles to be announced.

CORE material is available upon registration at http://core-econ.org/. Enough copies of the MG book are available in CEU Library.  
Grading 

Evaluation will be based on the ability to make use of the material covered in the course and draw on the relevant theory to analyze policy issues. 

The course grade will be determined as a weighted average of the following components:


Policy Brief – 30%


Final Exam – 60%


Macroeconomic Policy Project – 10%

There will be one Policy Brief, due in Week 9. Topics will be distributed by Week 2. The Final Exam will be graded based on 0-100 scale. Practice problem sets will be distributed during the course (every third week, to be discussed during the wrap-up session) to facilitate preparation for the exam. These will not be graded. Macroeconomic Policy Project guidelines to be circulated separately. 
· Attendance is mandatory and will be checked.

· Given the concentration of material, you are strongly encouraged to read the assigned chapters prior to lectures.

· Exam date will be announced in due course

· Make-up for the exam/assignments will be allowed only if there is a valid university excuse

· Assignments and assignment deadlines will be announced in due course. Assignments submitted late will be graded down by 50%. Submitting each assignment is a prerequisite for passing the course.

· The policy of zero tolerance to academic dishonesty (defined in the student manual and in CEU’s code of ethics) will be strictly applied. 

· It is strongly recommended that students take every assignment and exam seriously. There is no chance to make up for forfeited points.

· It is the student’s responsibility to understand these rules and consult the instructor in case of any doubts; as well as in case of any problems with understanding the studied topics.
Course outline (12 weeks)

1. Data of Macroeconomics (MK)

2. The labor market - foundations (MK)

3. Economic fluctuations, unemployment, and fiscal policy (MK)

4. The financial sector, money and inflation (RM)

5. Monetary policy, exchange rates (RM)

6. Stabilization (RM)
7. Policy lab (MK)

8. The practice of economic policy (RM)
9. Economic growth and living standards in the long run (MK)
10. Economic inequality and social justice (MK)

11. Sustainability (MK)

12. Wrap up and policy discussion (MK)

Week 1 – Data of Macroeconomics
Required:


Mankiw, Chapter “The Science of Macroeconomics”

Mankiw, Chapter “The Data of Macroeconomics”

Policy application:


Understanding the data: The seasonal cycle and seasonal adjustment

Week 2 – The labor market – foundations
Required: 


CORE 9: The labor market: Wages, profits, and unemployment
Recommended:


Borjas, Chapter 13
Week 3 – Economic fluctuations, unemployment, and fiscal policy
Required: 

CORE 13: Economic Fluctuations and Unemployment (selected topics)

CORE 14: Unemployment and Fiscal Policy

Recommended: 

Mankiw, Chapter “Unemployment”
Week 4 – The financial sector, money, and inflation
Required: 

CORE 10: Credit, Banks and Money

Recommended: 



Mankiw, “Money and Inflation”

Policy application:


Thomas Sargent, “The Ends of Four Big Inflations”, 1982


(http://www.nber.org/chapters/c11452.pdf)

Week 5 – Monetary policy and exchange rates
Required: 


CORE 15: Inflation and Monetary Policy

Recommended: 


Alan S. Blinder, “Central Banking in a Democracy,” Economic Quarterly 


(Federal Reserve Bank of Richmond), Fall 1996.

www.richmondfed.org/publications/economic_research/economic_quarterly/pdfs/fall1996/blinder.pdf
Week 6 – Stabilization 

Required: 


Mankiw, Chapter “Stabilization Policy”, selected topics

Week 7 – Policy Lab 

Policy brief workshop

Week 8 – The practice of economic policy
Week 9 – Economic growth and living standards in the long-run
Required:


CORE 16: Technological progress, employment, and living standards in the long run

CORE 21: Innovation in a networked economy (selected sections)
Recommended, on depressions:


“The Slumps that Shaped Modern Finance,” The Economist, 2014. (LINK)

“The Aftermath of Financial Crisis,” chapter 14 of This Time is Different, Carmen 


Reinhart and Kenneth Rogoff, 2009.
Week 10 – Economic inequality and social justice

Required:


CORE 19: Economic Inequality

Recommended:


“For Richer, for Poorer: Special Report on Inequality,” The Economist, 2012. 


(LINK)

“The Top 1% in International and Historical Perspective,” Facundo Alvaredo, 

Anthony Atkinson, Thomas Piketty, and Emmanuel Saez, Journal of Economic 

Perspectives, 2013. 27: 3 – 20. (LINK)
Week 11 – Sustainability
Required:


CORE 20: Economics of the Environment

Recommended:

“Special Report on Energy and Technology,” The Economist, 2015. (LINK)

“The Economics of Degrowth,” Giorgos Kallis, Christian Kerschner, and Joan 

Martinez-Alier, Ecological Economics, 2012. 84: 172 – 180. (LINK)
Week 11 – TA session 
Macroeconomic Policy Project: Interactive session, preparation

Week 12
Macroeconomic Policy Project: Simulated policy debate (if the pandemic situation permits)
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