Central Banking and Alternative Monetary Regimes

Economics 331-33 Spring 2003

Instructor

William N. Butos

311 Williams Memorial; 297-2448

Tues & Thurs  4-5; and by appointment

email: william.butos@trincoll.edu
Course Description

This seminar’s principal aim is to study the theory and practice of alternative monetary arrangements with special emphasis on central banking, monetary unions, and various market approaches.    We will use basic tools of economics to analyze the rationale, history, and performance of these monetary and financial institutions in their domestic and international settings.

Course Requirements

The course centers on student reports and class discussion.   In consultation with me, you are responsible for researching and presenting two (perhaps more) class reports.  The seminar format requires that all assigned readings be read prior to class and that you otherwise prepare yourself to actively participate in class discusssion.   

Each student, in consultation with me, will submit  two (perhaps more) short papers based on their oral presentations and also a term paper.   Class attendance is essential and no excused absences will be given except for medical reasons or family emergencies.

Oral Presentations and Short Papers
These consist of 20-30 minute reports on topics  determined  beforehand and in consultation with me several days prior to the presentation.   You are responsible for distributing reasonably comprehensive outlines (including references consulted) to the class.  Presentations will be complemented by assigned commentators.  One week following an oral  presentation, the student must submit a short paper (about 3-5 pages of text plus a bibliography) summarizing and critically evaluating the topic’s main idea(s).  You are expected to consult with the instructor in preparing these papers.

Term Paper
The final draft of a  term paper of about 12-15 text pages is due no later than Monday 5 May. You are expected to discuss your term paper proposal with me.  The following schedule is to be observed: by 23 April you are required to submit on class a hardcopy proposal containing (1) the paper’s title (2) a 200 word (max) term paper summary that includes the paper’s thesis statement and (3) a list of fully cited references consulted.  You  should expect to discuss your term paper topic at the last class meeting.  You are encouraged to submit a penultimate drafts of your paper by 30 April for comment and suggestions; your paper will be returned  on Friday 2 May for revision and final submission on the 5th.  
Course Outline and Readings
22 Jan: Introduction
Administrative

Course overview

29 Jan: Institutions and Money (I)
1. Theory of Institutions

Buchanan,  “What Should Economists Do” (1964), “Has Economics Lost Its Way?” (1997)

Langlois (1986),  “The New Institutional Economics”

Hayek (1945), “The Use of Knowledge in Society”

Menger (1883), “Problems in Economics and Sociology, Book 3, Ch 2

Hayek  (1967), “The Results of Human Action But Not of Human Design”

2.  Monetary Economics: Concepts and Issues

Garrison (1984),  “Time and Money”

Snowden and Vane (1997), “To Stabilize or Not  To Stabilize: Is That the Question?”

Froyen (1993), “Monetary Policy and Economic Activity”

Chari (1999), “Nobel Laureate Robert E. Lucas: Architect of Modern Macroeconomics”

5 Feb: Institutions and Money (II)

3. Overview of Domestic and International Monetary Arrangements

Abel and Bernanke (1998),  “Monetary Policy and the  Federal Reserve”

Burton and Lombra (1997), “How Exchange Rates Are Determined”

Butos (1986), “The Knowledge Problem Under Alternative Monetary Regimes

12 Feb: Central Banking and the FED
4. Rationale for Central  Banking

Keynes (1936), The General Theory, ch. 12  “The State of Long-Term Expectation”

Goodhart (1988), The Evolution of Central Banks, ch. 1


Selgin (1996), Bank Deregulation and Monetary Order, ch. 3

White (1999), The Theory of Monetary Insitutions, ch. 4

5. Central Banking in the U.S.

Timberlake  (1984), “Federal Reserve Policy Since 1945”


Dewald (1998), “Historical U.S. Money Growth, Inflation, Inflation Credibility”

19 Feb: The FED

6. Analytics of FED Behavior (I)

Lombra (1993), “The Conduct of Monetary Policy”

Blinder (1999), Central Banking in Theory and Practice, chs. 1,2

26 Feb: The FED

6. Analytics of FED Behavior (II)

“Monetary Policy Report” & “Minutes of FOMC Meetings”  (various;available online www.federalreserve.gov) 

7. The FED as an Institution

Wagner (1986), “Central Banking and the Fed: A Public Choice Perspective”

Munger and Roberts (1990),  “The Federal Reserve and Its Institutional Environment”
Kane (1990), “Bureaucratic Self-Interest  As An Obstacle to Monetary Reform”

White  (1988), “Problems Inherent in Political Money  Supply Schemes”
5 Mar: Assessing Central  Bank and FED Performance (I)
8. Rules , Discretion, and Big Players

Alesina & Summers (1993), Central Bank Independence and Macroeconomic Performance”

Hetzel (1997), “The Case for a Monetary Rule”

Poole (1999), “Monetary Policy Rules?”

Blinder (1997), “What Central Bankers Could Learn from Academics --- and Vice Verse”

Bernanke and Mishkin (1997), “Inflation Targeting: A New Framework for Monetary Policy?”

Koppl & Yeager (1996),  “Big Players and Herding in Asset Markets”

12 Mar: Assessing Central Bank and FED Performance (II)

9. Monetary Policy and Business Cycles

Selgin (1990), “Monetary Equilibrium and the Productivity Norm of Price-Level Policy”

Greenfield (1994), Monetary Policy and the Depressed Economy,  ch. 1

Garrison (1996), “The Austrian Theory: A Summary”


White (1999), The Theory of Monetary Insitutions,  ch. 9

19 Mar: Spring Break 

26 Mar: Assessing Central Bank and FED Performance; Monetary Unions

10. Central Banks and International Financial Crises

Yeager (1998), “How to Avoid International Crises”

Chari and Kehoe (1998), “Asking the Right Questions About the IMF”

Calomiris (1998), “The IMF’s Imprudent Role as Lender of Last Resort”

11. The Economics of Monetary Unions

Visser (1995), International Monetary Economics,  ch. 6


2 April: The EMU;  Alternative Monetary Regimes

12. European Monetary Union

 
Klein (1998),  “European Monetary Union”


Additional Readings TBA

13. Free Banking:  History and Theory

Schuler (1992), “The World History of Free Banking: An Overview

White (1990), Competition and Currency, ch. 1


9 April: Alternative Monetary Regimes (II)

14.  Competitive Note Supply under Free Banking

Selgin (1988), The Theory of Free Banking, chs. 4-6, 9

15. Constitutional Reform

Bernholz  (1986), “The Implementation and Maintenance of a Monetary Constitution”

Buchanan (1986), “The Relevance of Constitutional Strategy”

Hanke (1998), “How to Establish Monetary Stability in Asia”

16 April: Summary and Conclusions
16. The Future of Monetary Institutions

Garrison (1996), “Central Banking, Free Banking, and Financial Crises”

23 April:  Student Term Papers







