
International Organizations:
Money and Banking
Fall 2015

Meeting room: A5, B244 & L13,17 5th
Meeting time: Thursday, 13:45–17:00
ECTS Points 7.0

Professor: Nicole Rae Baerg
Email: nicole.baerg@uni-mannheim.de
Office hours: Tuesday 15:30–17:00pm

Course Description and Objectives

This is an upper level undergraduate course on international organizations with a focus on
international money, central banking, finance, and regulation. The course assumes familiarity
with the contents of international relations and economics. The twin goals of the course are to
(a) introduce students to contemporary scholarly research on international financial organizations
and (b) stimulate students to form original ideas for promising research projects in the area of
political economy especially related to monetary policy and central banking.
The course will examine how domestic and international institutions drive financial and political
outcomes as well as how financial markets and politics shape international organizations. It
emphasizes the theoretical core but also aims to expose students to current events such as the
European Financial Crisis, financial regulation, and international cooperation in the domain of
international money and finance.

Recommended Texts

We will read a number of chapters from the following textbook. I recommend purchasing the
textbook because it is a good reference text on political economy and will be useful to you in
the future. I will also make sure that the relevant chapters are available to you online. For many
of you, it will be a tough read, but the material covered will serve you well in your research and
other course work.

Drazen, Allen (2001). Political Economy in Macroeconomics, Princeton University Press.

Grading and Evaluation

Grades in the course will be based on the following items:

1. Class Attendance and Participation

2. Two Response Papers
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3. Final Paper

Class Attendance and Participation. Students are expected to attend 7 3-hour lectures,
scheduled fortnightly.

Response Papers. Students will write two short papers over the semester. These papers should
be 4 to 5 pages, double-spaced, and should summarize and evaluate all of the readings assigned
for that week of lecture. I want you to work hard and figuring out what the articles have in
common and how they refute and/or support the other readings. The student must submit the
paper to me in class when we meet. Late papers will not be accepted nor will I accept papers
by email.

Final Paper. Students will write a final paper. You are responsible for a 13 to 15 page research
paper, double-spaced, with size 12 font. You must specify a research question, present a theory,
derive testable implications from your theory, operationalize your theory with measures, and write
down a statistical test of your theory. You DO NOT need to run the statistical analysis. Make
this read like a scholarly article we have read but with the results section chopped off. Final pa-
pers must be emailed to me and are due no later than Monday, December 21, 2015 at 23:59.

Late work. All work must be handed in to me personal in class the day it is due. I do not
accept late assignments. Final papers must be emailed to me no later than December 21, 2015
at 23.59. Each day a paper is late represents a 5 percent grade reduction in the paper grade. I
will not take papers that are more than one week (7 days) late.

Office Hours and Email Policy

If you have questions about the class that are of a procedural nature—for example, regarding
attendance, late assignments, due dates, or class schedules—you may email me and expect a
response within 24 hours. Unfortunately, however, I can not answer any questions over email
that are of a substantive nature concerning the class material, assignments, or the final paper. If
you have these questions, please email me to make an appointment and use the assigned office
hours (see above).

Laptops and Phones

While in seminar, your laptop and/or tablet should only be used for note taking and retrieving
and reviewing articles. Please do not access the internet during class. This includes facebook,
email, gchat, and other social media websites. Recent research suggests that multitasking is
associated with weaker self-control and poorer performance (Ophir, Nass, and Wagner, 2009).
Anyone “caught” chatting, facebooking, or emailing during class time will receive 0 on their
entire participation grade. I use StayFocus, which is a google chrome add-in to block websites
like facebook during the day to help me stay focused.

Please make sure that your mobile phones are switched off in class.

Response Papers:

You are expected to turn in 2 response papers throughout the semester. While you will submit
a response paper to me only twice, I highly recommend that you do a response paper each
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week even though you will only hand in two. Your response papers should answer the following
questions. What are the readings’ chief arguments? What is the logic behind the authors’
argument? Is this logic explained well and is the research question interesting and solves a
theoretical or empirical puzzle? Where does this research fit into the literature and where does
it make a contribution? What empirical results do the authors find and what is their research
design? What contributions does the empirical work provide and what are possible extensions
one could make in light of their findings? Finally, work hard at thinking about what remains
puzzling or unexplored by the authors. Use these notes to tie the readings together, within
and across the weekly topics, to synthesize for the purpose of discussion and, more important,
generate your own original ideas! If you do the response papers on a weekly basis, I am sure
that your participation (and thus your grade in the class) will be better for it.

Class Schedule

Week 1: Time Inconsistency and Commitment (September 26, 2014)

Drazen (2001). Chapters 4, 5 and 6

Mishkin, F. S. (2000). “What should central banks do?”

Bernhard, William and J. Lawrence Broz and William Roberts Clark (2002). “The Political
Economy of Monetary Institutions” International Organizations, Volume 56 (04), pp. 693-
723.

Week 2: Central Bank Independence

Debelle, G., and Fischer, S. (1994). “How independent should a central bank be?” (No.
94-05). Federal Reserve Bank of San Francisco.

Kydland, F., and E. Prescott (1977). “Rules Rather than Discretion: The Inconsistency
of Optimal Plans.” Journal of Political Economy 87, pp. 473-492.

Bodea, C., and Hicks, R. (2015). “Price Stability and Central Bank Independence: Disci-
pline, Credibility, and Democratic Institutions.” International Organization, 69(01), 35-61.

Anne Sibert (2009). ”Is Transparency about Central Bank Plans Desirable?” Journal of
the European Economic Association 7(4), pp. 831-857

Week 3: Agency

Drazen (2001). Chapters 2 and 3

Morris, Stephen, and Hyun Song Shin (2002). “Social value of public information.” The
American Economic Review 92, no. 5, pp. 1521-1534.

Copelovitch, Mark (2010). “Master or Servant? Common Agency and the Political
Economy of IMF Lending.” International Studies Quarterly, Volume 54, Issue 1, pages
4977.
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Week 4: Monetary Policy Making on Committees

Hong, L., and Page, S. E. (2004). “Groups of diverse problem solvers can outperform
groups of high-ability problem solvers.” Proceedings of the National Academy of Sciences
of the United States of America, 101(46), 16385-16389.

Riboni, A., and Ruge-Murcia, F. (2014). “Dissent in monetary policy decisions.” Journal
of Monetary Economics, 66, 137-154.

Bailey, A., and Schonhardt-Bailey, C. (2008). “Does deliberation matter in FOMC mone-
tary policymaking? The Volcker Revolution of 1979.” Political Analysis, 16(4), 404-427.

Week 5: Central Bank Preferences

Gandrud, C., and Grafström, C. (2015). “Inflated Expectations: How government parti-
sanship shapes monetary policy bureaucrats’ inflation forecasts.” Political Science Research
and Methods, 3(02), 353-380.

Hallerberg, M. and Wehner, J. (2013). “The Technical Competence of Economic Policy-
Makers in Developed Democracies”, Available at SSRN:http://ssrn.com/abstract=

2191490 or http://dx.doi.org/10.2139/ssrn.2191490

Baerg, N. and Lowe, W. (2015). “A Textual Taylor Rule: Estimating Central Bank Prefer-
ences Combining Topic and Scaling Methods” Available at http://www.nicolebaerg.
com/sites/default/files/research/Baerg_Lowe_2015_0.pdf

Week 6: The European Central Bank

Gary Gorton and Donald J. Mullineaux (1987). “The Joint Production of Confidence: En-
dogenous Regulation and Nineteenth Century Commercial-Bank Clearinghouses.” Journal
of Money, Credit and Banking Vol. 19, No. 4 (Nov.), pp. 457-468.

David-Jan Jansen and Jakob de Haan (2006). “Look who’s talking: ECB communication
during the first years of EMU.” International Journal of Finance & Economics, Volume 11
(3), pp. 219228.

Fatum, Rasmus (2006). “One monetary policy and 18 central bankers: The European
monetary policy as a game of strategic delegation.” Journal of Monetary Economics 53,
no. 4, pp. 659-669.

Week 7: International Banking Cooperation

Rosas, Guillermo (2006). “Bagehot or Bailout? An Analysis of Government Responses to
Banking Crises.” American Journal of Political Science, Volume 50 (1), pp. 175191.

Singer, D. A. (2004). “Capital rules: The domestic politics of international regulatory
harmonization.” International Organization, 58(03), 531-565.

Simmons, Beth (2006). “The Future of Central Bank Cooperation.” BIS Working Paper
No. 200

Final Paper: Due at 23.59 on Monday December 21, 2015
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