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The Political Economy of Trade, Finance, and Debt

Course description:  Bad luck or bad policy? This seminar examines the political and economic factors that have led some of the world’s poorest countries to the brink of financial insolvency. One of the goals of the course is to help students understand the relationship between government policies (e.g., monetary, fiscal, and trade policies) and countries’ vulnerability to external economic shocks. The Highly Indebted Poor Countries (HIPCs) will serve as case studies and particular attention will be given to the IMF’s and the World Bank’s debt-relief initiative and its effect on the participant countries’ external accounts.

Requirements: Students are expected to attend class regularly and complete reading assignments before class. There will be three graded assignments:  a midterm, a term paper (10 - 15 pages), and the term paper’s presentation in class. No late assignments will be accepted.

The course grade will be based on the following:

Midterm


30%

Term paper


50%

Term paper presentation
20%

Books and other readings: You must purchase the following books for this course. Other reading assignments can be downloaded from the class web site.

Robert J. Barro. Determinants of Economic Growth. A Cross-Country Empirical Study.(Cambridge, MA.: The MIT Press, 1997).

Robert H. Bates. Markets and States in Tropical Africa. The Political Basis of Agricultural Africa.(Berkeley, CA.: The University of California Press, 1981).

Establishing good habits.
Considering the emphasis that this course places on empirical data, students are encouraged to consult regularly the following reports published by the World Bank and the IMF. They are currently on reserve at the College Library for this class:

· World Development Report (WB)

· World Economic Outlook (IMF)

· Finance and Development (IMF)

Your university online account will also allow you to access the electronic versions of those publications. However, the most recent editions might not be available online. For daily/weekly news, I recommend the Financial Times and The Economist.

Schedule of Classes and Readings

PART I – CONCEPTS IN INTERNATIONAL POLITICAL ECONOMY

Week 1 – Introduction

January  9:  Course Overview

· UNDP’s Human Development Report 2011 (Summary)
Recommended:

·  Debt Relief under the HIPC Initiative. http://www.imf.org/external/np/exr/facts/hipc.htm
· IMF update on countries that meet the income and indebtedness criteria. http://www.imf.org/external/np/pp/eng/2006/041106.pdf
Week 2 – Economic Growth and Development 
January 16:  Basic Macroeconomic Concepts

· Barro, chs. 1 - 3

Week 3 – Economic Policies in Developing Countries (I)
January 23:  Exchange Rates, Trade and Balance of Payments 

· Bates, chs. 1 – 4 

Week 4 – Economic Policies in Developing Countries (II)

January 30:  Obstacles to Growth 
· Bates, chs. 5 - 7

· William Easterly. The Elusive Quest for Growth. (Cambridge, The MIT Press, 2002), chs. 11 – 12
PART II:  THE POLITICAL ECONOMY OF NATIONAL DEBT

Week 5 – Debt Sustainability (I)

February 6:  MIDTERM (1st hour)

· Celso Furtado and Masaru Yoshitomi. The World Economic and Financial Crisis (World Institute for Development Economics Research: United Nations University, 1989):  6 – 35
Week 6 – Debt Restructuring
February 13:  Overcoming Collective Action 
· Charles Lispon. “Bankers’ Dilemmas: Private Cooperation in Rescheduling Sovereign Debts.” In World Politics, V. 38, No. 1 (Oct., 1985): 200 – 225

· Barry Eichengreen. “Restructuring Sovereign Debt.” In The Journal of Economic Perspectives, V. 17, N. 4 (Autumn, 2003): 75 – 98
· Serkan Arslanalp and Peter Henry. 2002. “Debt Relief: What Do the Markets Think?” NBER, Working Paper n. 9369
PART III:  AID AND DEBT RELIEF

Week 7 – Debt Relief and Aid for the Poorest Nations

February 20:  The Basic Conundrum

·  Jeffrey D. Sachs. “Resolving the Debt Crisis of Low-Income Countries.” In Brookings Papers on Economic Activity 1 (2002): 257 – 286
· 100 Percent Debt Cancellation? A Response from the IMF and the World Bank (2001)
· Clemens and Moss. 2005. “Ghost of 0.7%: Origins and Relevance of the International Aid Target.” Working Paper n. 68, Center for Global Development
· “New Bond Raises $ 1bn for Child Jabs.” Financial Times, Nov. 7 2006

· “China Opens Summit for African Leaders.” Financial Times, Nov. 2 2006

Week 8 – Issues of Accountability 

February 27:  Rewarding Bad Governance? 

· William Easterly, Ibid., chs. 6 – 7
· “China Insists on ‘Tied Aid’ in Africa.” Financial Times, June 25, 2007

Week 9 – Capital Flows
March 6:  On Remittances 
· Migration and Remittances Factbook 2011 (The World Bank)
· Stuart S. Brown. 2006. “Can Remittances Spur Development?” In International Studies Review, V. 8:  55 – 75
Week 10 – External Shocks 

March 13:  Assessing State Capacity
· Jan Joost Teunissen and Age Akkerman, eds. Protecting the Poor. (The Hage: Fondad, 2005), chs. 2 – 4
· Francis Fukuyama. 2004. “The Imperative of State-Building.” In Journal of Democracy, V. 15 (2): 17 – 31 
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