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INTERNATIONAL ECONOMIC POLICY 

 

 
Instructor and Course Parameters 

 
Instructor: Jacek Rostowski, Visiting Professor 

Department: Economics, Central European University 

Scheduled: Spring Term 2022-3 

Level: required for 1st Year MA Economic Policy  

Credits: 3 CEU (6 ECTS) 

No special pre-requisites, except compulsory courses on the MA Economic Policy 

Office Hours: TBA 

 

 

Course Description 

 

The course is student centred. It will explore a wide range of contemporary issues regarding eco-

nomic policies and institutions.  Students will be expected to address real-life economic policy 

problems, drawing on theoretical analysis they have already been exposed to, empirical evidence 

and practical experience (e.g. as reported in the financial press). Unlike many economics courses, 

the primary focus of this course will not be on the United States, but rather on Europe and a wide 

range emerging market economies.   

 

After the three introductory lectures, the course will consist of class presentations by the students 

(including power point slides, to be distributed a week in advance to the class), in which they first 

describe and then analyse a real world economic policy problem and present clear recommenda-

tions. 

 

The main themes the course will address this year are: 

 

I. Current issues in international economic policy and conflict. 

II. The COVID pandemic and economic policy. 

III. The Economic Impact of the Russian Invasion of Ukraine and Sanctions against Russia and 

by Russia 

IV. Monetary and financial policy.  

V. Fiscal and tax policy. 

VI. Social and labour market policy 

VII. Long term fiscal and economic sustainability.  

 

 

Learning Outcomes 

 

The students will learn how to apply the analytical tools they have been exposed to on other courses 

on the MA Economic Policy Program to real-world economic issues facing policy makers, over a 

wide range of policy blocks. 
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The lectures, class presentations and discussion, the readings for and preparation of a policy memo-

randum, should enable students to understand what is required to contribute to real world economic 

policy making and discussion. 

 

In a world of rapid internet searches, students will be expected to identify relevant factual and theo-

retical material for themselves and on their own.  This is one of the key skills they will need as eco-

nomic policy  professionals and will be expected to develop during the course.  

 

The course is intended to provide real insight into the practice of policymaking, thus helping to pre-

pare them for a career in public service at home or in international or European bureaucracies or 

NGOs, or for employment in the more regulated parts df the private sector, such as financial institu-

tions.  It also offers insights for identifying topics for master's or doctoral theses, or for the pursuit 

of further graduate studies or research in policy oriented areas and disciplines (not necessarily in 

economics). 

 

 

Assessment (The requirements are designed to ensure maximum active student participation during 

the course). 

 

1. Assessment type 1 (30% of final grade): Class presentation.  The student must choose a 

topic from the list below or agree a different topic with the Instructor (students are encour-

aged to propose their own topics).  The grade is determined by the clarity of the presenta-

tion, the ability to combine analysis and factual material, and the amount (and quality) of the 

discussion generated. 

2. Assessment type 2 (20% of final grade): Written policy memorandum.  The memorandum is 

on the same subject as one of the students’ class presentations. It should take into account 

the discussion during the presentation, and may require some additional reading and re-

search. The memorandum should be addressed to an appropriate high-level official (govern-

ment, agency, central bank, European Commission, etc.).  The grade is determined not only 

by the analysis of the issue and supporting evidence, but also by the choice of issue.  Judge-

ment needs to be exercised by the student, not to choose a topic where the choice of recom-

mendation is too straightforward or on the other hand practically impossible.  One way to 

deal with this problem, is to write the memorandum for an agency which will have a clear 

(if partial) mandate on the issue. 

3. 3. Assessment type 3 (10% of final grade): Formal class participation. Students will be re-

quired to be Discussants on at least 1 Class Presentation by other students. They should take 

the role of representatives of government ministries or agencies, other national governments 

(in an EU context) or private sector industry groups, which are likely to have a different 

view of the issue.  They will be expected to do some factual research to support their argu-

ments and to identify analytical weaknesses in the Presentation. 

4. Assessment type 4 (maximum 10% bonus on final grade): for active participation when not 

a Discussant. You can still have 100% without this part. 

5. Assessment type 5 (40% of final grade):  A 3 hour examination.  This will consist of writing 

two memoranda  on the topics that were presented in class by students and discussed.  Top-

ics will be arranged in at least two blocks, and students will be able to write on only one 

topic in each block. Students will also not be able to write on a topic they presented, and 

only on one topic for which they were Discussant. 
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Presentation and Memorandum Topics 

 

The presentation should take the form of a Report to your superior (Department Director, Deputy 

Minister or Cabinet Minister or even higher) at the Ministry of Finance, or other relevant agency 

(e.g. Central Bank, Municipal Administration), in a country of your choice (which can be, but need 

not be your home country) unless the addressee is stipulated in the topic title. Topics relating to the 

impact of COVID on economic policy are marked * and those relating to the Russian invasion of 

Ukraine are marked **. 

 

 

PART I:  

 

    International economic policy and conflict: 

                                                                                      
1.  In a report to President Macron provide advice on whether - in reforming the € zone - he should 

prioritise Fiscal Union (the creation of an EMF and of a eurozone Finance Minister) or rather the 

completion of the Banking Union and the Capital Markets Union. In this context, assess the sig-

nificance of the “Next Generation EU Recovery Fund” as well as any relevant aspects of the EU 

Green Deal. At the beginning of the report lay out clearly what you think the ultimate aims of 

French policy should be, referring particularly to the experience of the eurozone crisis of 2010-

13 and assess whether the fundamentals of the global economy (e.g. long-term interest rates) 

make successful policy easier in the eurozone today?                        

2. Either: Did President Trump’s trade policy towards China, NAFTA and the EU make sense 

even in terms of his own economic policy aims? Consider both the direct and the indirect effects 

(e.g. via the exchange rate and via Chinese and World economic activity).                                                                   

Or: Assess the current state and likely development of the “Technology War” between the 

United States and China. Is the “decoupling” of the US and Chinese technology sectors and in-

frastructures feasible, and what policies might allow it to be achieved? What other policies 

should the US and China pursue across a range of fields, from education and immigration to in-

ternational diplomacy to strengthen their positions? What are the relative advantages in this con-

frontation resulting from state control on the one hand and a free market approach on the other?                                      

3.  Write a report for the Ministry of Technology of a country of your choice comparing the “data 

ownership”, “data protection”, “data localisation” and “data control” approaches adopted or pro-

posed respectively by the United States, the EU, India and China regarding the so-called “data 

economy”. (You may also wish to refer to the relevant proposals in the Transatlantic Trade and 

Investment Partnership and the Trans Pacific Partnership). Then draw conclusions for the policy 

the Ministry should pursue, both domestically and internationally.                                                                              

 

The COVID pandemic and economic policy: 

 
4. Either: Write a report for a Parliamentary Commission of Inquiry in a country of your choice, in 

which you assess the economic costs and benefits of the following measures taken in the coun-

try concerned and in other countries, against the COVID epidemic: (1) compulsory mask wear-

ing; (2) compulsory social distancing; (3) “lockdown” of various activities (shopping, hospital-

ity, office work, schooling, domestic and international travel, etc); (4) investment in “test and 

trace”; (5) investment in the production and purchase of personal protective equipment; (6) in-

vestment in vaccine development and advance purchase; (7) other policies, e.g. regarding old 

people’s homes. Do not be afraid of taking advantage of the benefits of “hindsight”.*                                                                                                         

Or: What are the main reasons for the apparently very different experiences during the COVID 
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pandemic (so far) of at least three of the following (1) Europe and North America; (2) China and 

East Asia; (3) India and Sub-Saharan Africa; (4) Latin America? What relative weight would 

you put on the following factors: (1) policy; (2) culture and/or political system; (3) demogra-

phy?*  

                                                                                                                                                                         

The Impact of the Russian Invasion of Ukraine and Sanctions:  
 

5. In a report for US Secretary of the Treasury Janet Yellen analyse the short-term impacts (both 

micro- and macro-economic) of Western sanctions on Russia including the energy price cap, and 

how helpful they are likely to be in hindering Russian military operations against Ukraine.** 

6. In a report for Vladimir Putin analyse the long-term impact of Western sanctions on the Russian 

Federation. Assess Russia’s ability to reorient its trade (especially as regards energy) and to re-

structure its economy. In addition evaluate the likely economic impact on Russia of the “climate 

transition” and the effect of sanctions on the economic dependence of Russia on China.** 

7. In an assessment for Ursula Von dear Leyen analyse the short-term impacts (both micro- and 

macro-economic) of sanctions against Russia on the EU. Briefly comment on the differences be-

tween these effects and the impact on (1) the USA and Canada; (2) East Asian OECD countries; 

(3) the rest of the world (ROW). Pay special attention to the impact of the sanctions on energy 

prices and GDP, as well as on public finances, factoring in any lingering effects of the COVID 

pandemic and of the macroeconomic policies it engendered. Which if any of these effects are 

likely to persist in the long term?**                                                                                                            

8. In a report for the US Defence Department assess the military-industrial potential of Russia, 

Ukraine, Western Europe and the United States at the beginning of the Russian invasion of 

Ukraine. Consider which of these actors are likely to be best placed to reorient their economy to 

a war footing and how this may influence the final outcome of the war.** 

9. In a report to Kristalina Georgieva, the Managing Director of the IMF, describe the economic 

damage to Ukraine caused by the Russian invasion and how the Ukrainian state and economy 

have been able to continue functioning in spite of this. Assess the likely cost of the post-war re-

construction of Ukraine, as well as proposing what should be the priorities in the reconstruction 

plan and how it could/should be financed.**               

 

Monetary and financial policy: 
 

10. Describe the March 2020 liquidity crisis in the USA, what caused it, how it was resolved, and 

whether the underlying reasons for its occurrence have been adequately addressed. Also assess 

the prevalence of non-performing loans in the banking systems of EU member states and the US 

before the pandemic, and why this problem appears smaller today than after the 2009 Global Fi-

nancial Crisis (GFC), while taking into account the supposed decline in the quality of bank loans 

alleged by Janet Yellen in 2018.* 

11.  Assess whether the EU’s present banking resolution framework is adequate to prevent a na-

tional banking crisis from requiring a massive taxpayer bailout to prevent a depression, and 

whether it cuts a key link in the so-called “doom loop” between banking sector solvency and 

sovereign treasury solvency.  Also discuss the German initiative by Olaf Scholtz (then the Ger-

man Finance Minister) tying the introduction of common EU deposit insurance to differential 

risk-weighting of sovereign bonds as bank assets, as a way of breaking the “doom loop”.                                                                                  

12. In a memorandum to ECB President Christine Lagarde describe and assess the main explana-

tions for persistently low inflation between the Global Financial Crisis of 2007-9 and 2021 (a) at 

the global level; (b) within the Eurozone. Also analyse both the likely short and long term im-

pacts of the COVID pandemic and the Russian invasion of Ukraine on inflation. Outline the 

most important implications of these factors for the conduct of monetary policy. In this context 
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assess whether it is true that the Phillips curve has “disappeared” and whether this is likely to be 

a long-lasting phenomenon.* (and) **                                                                                                                                                                              

 

PART II:   

 

Fiscal and tax policy: 

 
13. Write a report for the OECD, in which you assess the losses incurred by national treasuries as a 

result of tax evasion and avoidance by high net worth individuals. What are the main steps the 

member states should take to reduce these costs.                                                                  

14. Either: In a report to the European Commission, assess the losses incurred by member states as 

a result of tax avoidance schemes by large multinational corporations. What are the main steps 

the EU and it’s member states should take to reduce these costs? In your report refer to EC pro-

posals for a European “Common Corporate Tax Base” (CCTB) or a “Common Consolidated 

Corporate Tax Base” (CCCTB) and why they are opposed by some member states. Refer also to 

the Global Minimum Corporation Tax as recently proposed by Secretary Yellen and agreed by 

advanced countries. What are the main technical, legal and political problems in implementing a 

binding GMCT? Are poorer countries (in Europe and globally) likely to benefit or loose from a 

GMCT?                                                                                                          Or: In a report from 

the Commercial Attaché to Washington of your home country, describe the main components of 

the 2017 Republican reform of corporate income tax in the USA. What problems were they 

meant to address? How successful have they been and how likely are they to be in the future? 

What unintended side-effects have they had or may they have for the USA and for your home 

country in future? How relevant are these issues to domestic fiscal policy in your home country?     

15.  Either: Analyse the number, effect and interaction of fiscal rules in not more than three coun-

tries, and recommend the abolition, adjustment or addition of one fiscal rule. Also assess 

whether an independent Fiscal Council or Office of Budgetary Responsibility would be a help or 

a hindrance in designing budgetary policy from the perspective of a Ministry of Finance, and its 

advantages and disadvantages compared to (or in combination with) fiscal rules. Your analysis 

should take the form of a report to the relevant Deputy Minister in one of the countries.                     

Or: Describe the differences in monetary policy and inflationary outcomes between Erdogan’s 

Turkey and Putin’s Russia both before and after Russia’s invasion of Ukraine. Account for these 

differences in observed economic policies and outcomes in spite of the close similarities in polit-

ical systems, ideologies and foreign policy approaches in the two countries.                                                              
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Social and labour market policy:   

 
16.  What are the main drivers of increasing inequality in the United States over the last three dec-

ades? Write a report for a relevant Ministry in a country of your choice, analysing what the US 

could do (if anything) about the phenomenon.  Also assess what is the relevance of the US expe-

rience for the country of your choice. 

17.  Assess impact of the explosion of “working from home” (WFH) as a result of the COVID pan-

demic on the effective length of the working week and the productivity of “remote office work-

ers”. Are these phenomena likely to be a greater or a smaller problem in countries with a high 

prevalence of "junk jobs" (such as “zero hour contracts” in the U.K. or “fake self-employment” 

in Poland and the Netherlands)? If so, is the best way to deal with the problem of “junk jobs” in 

particular to reduce high payroll taxes, minimum wages, severance pay and firing restrictions? If 

so, how would this affect “remote working” conditions? Finally, relate these questions to the 

proposal in Spain to reduce the working week to 32 hours. Is this likely to improve or worsen 

the negative effects of remote working? *                                                        
 

Long term fiscal and economic sustainability: 

 
18.   Assess the impact of the so-called demographic transition (extension of average life expectancy 

and declining fertility) on the public finances of a country of your choice over the long term (e.g. 

20-40 years). Describe what (if any) labour market, pension system and other policies have been 

implemented as a result of these forecasts. Compare these policies to those of (a) one of either 

Germany or Italy, (b) one Nordic country, (c) Japan and (d) Poland.  Assess the policies you 

have described and propose adjustments for the country of your choice, justifying them.  

19.   Write a report for Neils Thygessen, the Chairman of the European Fiscal Board to explain the 

persistence of historically low interest rates in the world economy and assess how likely they are 

to persist. In your explanation weigh the relative importance of Central Bank policy, global and 

regional demographic trends and the nature of technical change. In considering the future, assess 

the impact of the COVID pandemic, the Russian invasion of Ukraine, likely inflation, the impact 

of developed world fiscal stimulus and rearmament programmes, the shift to renewable energy, 

and future demography and technology. Draw conclusions for European fiscal policy and fiscal 

rules in the short and long term.* (and) **                                                                                            

20.  Analyse the evidence for the existence of a "middle income trap", and:     Either: (if you con-

clude that it does exist for countries in a certain range of GDP per capita/US GDP per capita) 

then, write a report for the relevant Ministry (Development, Higher Education and Science, etc.) 

of such a country, with proposals on how to avoid the MIT;                                                                                                        

Or: (if you conclude that it does exist) write a report on the future path of Chinese development 

that you expect. 

21.   In the context of the EU’s 2030 and 2050 carbon neutrality goals, discuss the relative ad-

vantages and disadvantages of a carbon tax on the one hand and of an EU-style (carbon) Emis-

sion Trading System (ETS) in reducing climate change. In particular assess the practice of “cer-

tificate sequestration” and the difficulties in implementing an effective “carbon border tax” or 

“carbon tariff”. You may also want to compare the EU ETS to the US clean energy tax credit 

system, and the problems it generated during the 2020-1winter’s Texas blackout. Finally de-

scribe briefly the main problems of taxing or pricing carbon emitted in non-industrial sectors 

(the so-called non-ETS sectors). In view of all of the above assess how realistic the EU’s carbon 

neutrality goals are.                                                                                                         Other: 
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22. Prepare a Presentation and Policy Memorandum on any other economic policy topic that you 

agree with the Instructor, and can find two other students who are willing to act as Discussants 

for. 


