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The International Political Economy of Money

Spring 2018


Monday, Wednesday 3:30-4:45

Professor Benjamin J. Cohen



Teaching assistant: Chia-Chien Chang

3812 Ellison Hall (ext. 8763)



(chiachien@umail.ucsb.edu)
email: bjcohen@polsci.ucsb.edu

Office hours: Tuesday, 2:00-4:00 pm

Description

The focus of this course is on the politics of international monetary relations.  The main aim is to help students learn how to understand and evaluate the current functioning of money and finance in the global economy.  The first three weeks of the course are devoted to the historical development of the international monetary order up to the present day.  The remaining weeks will address a range of contemporary issues in monetary relations, with particular emphasis on politics at both the domestic and international levels of analysis.

Books, etc.

Two books are required for this course and are available for purchase at the UCSB bookstore:


Benjamin J. Cohen (2004), The Future of Money.


Barry Eichengreen (2008), Globalizing Capital: A History of the International Monetary System, second edition.


Additional readings are assigned from a variety of other sources.  All of these additional materials are provided by GauchoSpace, which you can access at your own pace.  Alternatively, hard copies are included in a course pack available from Associated Students Publications Service, UCSB University Center (phone: 893-4471).   The course pack is also available at the reserve desk at the UCSB library.


All readings are required.

Course requirements/grades

You are expected to attend all lectures (Monday and Wednesday, 3:30-4:45) as well as one discussion section each week.  You will also be required to write one short paper and to take two exams – a one-hour mid-term exam and comprehensive three-hour final exam.  The mid-term exam and paper will each be worth 20 percent of your final grade; the final examination will be worth 40 percent.  The remaining 20 percent will depend on your attendance and participation in discussion sections.


The mid-term exam is scheduled for April 23.  It will include several short identification questions and a brief essay question.  The exam will encompass all the material covered in the first six lecture sessions of the course.


The paper will be a maximum of five (5) double-spaced pages in length and will be due on May 16.  The topic will be as follows:  “An Urgent Problem Facing the International Monetary System Today, and Some Thoughts About its Origins and Possible Solution.”


In this paper, you will be expected to choose some contemporary problem in international economic relations and evaluate alternative policy solutions, taking account of both economic and political dimensions of the issue.  The choice of problem is up to you.  The focus of the paper should be on the comparative effectiveness and feasibility of alternative possible policies, and should address the following questions: (1) What is the problem, what are its origins, and why is it important?  (2) What solutions might be proposed, and what are their strengths and weaknesses?  (3) Is any one policy solution clearly superior as a way to solve the problem, or does the problem require a combination of solutions?  The aim of the paper is comparative analysis, not mere description.  That means that you must try to do three things: (a) identify the key issues involved in the problem you choose to discuss; (b) identify and evaluate alternative possible solutions; and (c) make a case for your own preferred policy choice.  In making a case, it is not enough simply to state your opinion; you must also say, to the extent possible, why what you believe is better than any other choice available.  In other words, you must compare and contrast relevant possibilities, weighing and evaluating the strengths and weaknesses of each as best you can.


The final exam will include a long essay question as well as short-answer and identification questions.  The exam will encompass all the material covered in this course (including the material preceding the mid-term).  The final examination is scheduled for Friday June 15, noon-3:00 pm.
Course Procedures

Although the bulk of class time on Mondays and Wednesdays will be taken up with formal lectures, questions will be encouraged.  Students should feel free to ask for clarification or elaboration of any aspect of any of the material covered in the general lectures.  Students should also feel free to offer their own opinions or comments regarding the views expressed by the instructor.


In addition, an effort will be made to integrate current world events into the content of the course by beginning each session with a brief discussion of any new or developing issues relevant to the international monetary system.  Students are encouraged to keep abreast of contemporary developments by reading some major newspaper or news magazine on a regular basis, by watching or listening to daily news broadcasts on television or radio, and/or by following global events online.  One question on the final exam will be based on these class discussions.


Discussion sections with your teaching assistant will be structured to explore in greater detail the material covered in the lectures and readings.  Students will be expected to participate actively in discussion and to do all the reading for each week.  As indicated, 20 percent of your final grade will depend on attendance and participation in these sections.
Schedule
April 2: International Money - Overview
April 4: NO CLASS
April 9: Classical Gold Standard
April 11: Interwar Period
April 16: Bretton Woods
April 18: After Bretton Woods
April 23: MID-TERM EXAM
April 25, 30: Exchange Rates
May 2, 7: Global Financial Markets
May 9, 14: International Monetary Power
May 16: PAPERS DUE

May 16, 21: International Monetary Governance

May 28: UNIVERSITY HOLIDAY
May 23, 30: Monetary Regionalism
June 4: Alternative Moneys
June 6: Future Scenarios

June 15: FINAL EXAM
Readings
April 2: International Money - Overview
Theodore H. Cohn, Global Political Economy, 7th ed. (2016), ch. 6.

Questions
What is money?

What is international money?

What is the balance of payments?  Why does it matter?

What choices does a government have when the balance of payments is in deficit?

What is the difference between fixed and floating exchange rates?

What is the “Unholy Trinity”?

What is the role of international liquidity?

What is meant by the problem of confidence?

What is an international monetary regime?

What international monetary regimes have existed in recent history?

What does the international monetary regime look like today?

What is the role of the US dollar in today’s international monetary regime?

April 9: Classical Gold Standard
Barry Eichengreen, Globalizing Capital, 2nd ed (2008), ch. 2.

Hugh Rockoff, “The ‘Wizard of Oz’ as a Monetary Allegory,” Journal of Political Economy 98:4 (August 1990), 739-760.

Also recommended: “Wizard of Oz (Populist Allegory”)  


[https://www.slideshare.net/kansaskitchen/wizard-of-oz-populism] 

Questions
What was the classical gold standard?

How did the gold standard come into existence?

How did the gold standard work?

Did the gold standard work well?

What were the “rules of the game”?

What is the difference between the gold standard and a bimetallic standard (bimetallism)?

What role did bimetallism play in late nineteenth-century American history?

What does “The Wizard of Oz” teach us (if anything) about monetary history?

April 11: Interwar Period
Barry Eichengreen, Globalizing Capital, 2nd ed (2008), ch. 3.

Charles P. Kindleberger, The World in Depression (1973/2013), chs. 1, 14.

Questions
Why did the classical gold standard come to an end? 

What was done to try to reconstruct the gold standard?

What was the significance of the Genoa Conference?

What is the difference between a gold standard and a gold-exchange standard?

Why did the reconstructed gold standard fail?

What is the theory of hegemonic stability?

What role did monetary blocs play after the collapse of the reconstructed gold standard?

What was the significance of the Tripartite Agreement?

April 16: Bretton Woods
Barry Eichengreen, Globalizing Capital, 2nd ed (2008), ch. 4.

Joanne Gowa, Closing the Gold Window (1983), chs. 1, 5, 6.

Questions
What was the Bretton Woods conference?

Why was the International Monetary Fund created?

What was the Bretton Woods system?

Why was it so difficult to sustain a system of “pegged but adjustable” exchange rates?

Why was the pound sterling so often in crisis?

What was the Triffin dilemma?

What was the Group of Ten?

Why were Special Drawing Rights (SDRs) created?

Why did the United States close the gold window in 1971?

April 18: After Bretton Woods
Barry Eichengreen, Globalizing Capital, 2nd ed (2008), chs. 5-6.

Benjamin J. Cohen, “The Coming Global Monetary (Dis)Order,” in Global Governance at Risk, ed. David Held and Charles Roger (2013), 31-50.

Questions
Did the Bretton Woods system die?

What are the problems of adjustment, liquidity, and confidence?

Why did so many currencies begin to float after 1971/73?

What was the significance of the Second Amendment to the Articles of Agreement of the IMF?

Why has IMF surveillance been so ineffective?

Where did the Group of 5 (now G-7) come from?

What were the Plaza and Louvre accords?

Why is the management of international liquidity so difficult today?

Who controls the growth of international liquidity?

What alternatives are there to today’s dollar? 

How did the euro come into existence?

What is the Maastricht Treaty?

Is the emergence of rivals to the dollar desirable or undesirable?

April 25, 30: Exchange Rates
Jeffry Frieden, “Globalization and Exchange Rate Policy,” in The Future of Globalization, ed. Ernesto Zedillo (2008), ch. 18.

The Economist, “The Mundell-Fleming Trilemma: Two Out of Three Ain’t Bad” (August 27, 2016).

Eswar S. Prasad, The Dollar Trap (2014), ch. 7.

Hongying Wang, “Global Imbalances and the Limits of the Exchange Rate Weapon,” in The Great Wall of Money, ed. Eric Helleiner and Jonathan Kirshner (2014), ch. 4.

Questions
What trade-offs do policy makers face in the choice of an exchange-rate regime?

What trade-offs do policy makers face in the choice of exchange-rate level?

Who benefits or loses from the choice of an exchange-rate regime?

Who benefits or loses from the choice of exchange-rate level?

What is the role of electoral considerations in exchange-rate policy making?

What is the effect of the Unholy Trinity in exchange-rate policy choice?

How serious is the risk of “currency war”?

Is the Federal Reserve fighting a currency war?

Is China fighting a currency war?

How effective is the exchange-rate “weapon”?

May 2, 7: Global Financial Markets
Benjamin J. Cohen, Global Monetary Governance (2008), chs. 5 and 8.

Louis W. Pauly, “The Political Economy of Global Financial Crises,” in Global Political Economy, 4th ed., ed. John Ravenhill (2014), ch. 8.

Martin Wolf, The Shifts and the Shocks (2014), chs. 1, 4.

Susan Strange, Mad Money (1998), chs. 1, 10.

Questions
What explains the globalization of financial markets?

What is the effect of financial globalization on economic policy making by governments?

What policy options do governments have to cope with globalized finance?

Are capital controls the solution?

Are financial crises inevitable?

Can financial crises be prevented?

Can financial crisis be effectively managed?

What caused the global financial crisis of 2008?

How effective were policy responses to the global financial crisis?

Have financial markets gone mad?

May 9, 14: International Monetary Power
Jonathan Kirshner, Currency and Coercion (1995), chs. 1-2.

Benjamin J. Cohen, Currency Power (2015), chs. 3-5.

John Williamson, “The Dollar and US Power,” in The Power of Currencies and Currencies of Power, ed. Alan Wheatley (2013), ch. 3.

Juan Carlos Martinez Oliva, “China’s Power and the International Use of the RMB,” in Enter the Dragon, ed. Domenico Lombardi and Hongying Wang (2015), ch. 1.

Questions
What is international monetary power?

How can international monetary power be exercised?

What are the limits of international monetary power?

Where does international monetary power come from?

What is the difference between monetary power and currency power?

What is the effect of currency power on general state power?

What is the effect of general state power on currency power?

What is the outlook for the dollar as an instrument of US policy?

What is the outlook for the Chinese RMB as an instrument of Chinese policy?

May 16, 21: International Monetary Governance
Richard W. Mansbach, “Financial Governance in a Globalizing World,” in Handbook of the International Political Economy of Monetary Relations, ed. Thomas Oatley and W. Kindred Winecoff (2014), ch. 20.

Jeffry Frieden, “The Governance of International Finance,” Annual Review of Political Science 19 (2016), 33-48.

Daniel W. Drezner, “The System Worked: Global Economic Governance during the Great Recession,” World Politics 66:1 (January 2014), 123-164.

Jonathan Kirshner, American Power after the Financial Crisis (2014), ch. 1.

Questions
What do we mean by governance?

Is governance of the international monetary system possible without a world government?

Can global financial markets govern themselves?

What is the role of the International Monetary Fund?

Who controls the IMF?

Can national governments collectively provide international governance? 

What is the role of the G-7?

What is the role of the G-20?

Is it true that “the system worked” during and after the crisis of 2008?

Did the global financial crisis transform the international monetary system?

Has the power of the United States in the monetary system been eclipsed by China?

Has the crisis introduced “a new heterogeneity of thinking” about international monetary governance?

May 23, 30: Monetary Regionalism
Benjamin J. Cohen, The Future of Money (2004), chs. 1-2, 5-6. [It wouldn’t hurt to also skim through chs. 3-4.]

Alberto Alesina and Robert J. Barro, “Dollarization,” American Economic Review 91:2 (May 2001), 381-385.

Joseph E. Stiglitz, The Euro: How a Common Currency Threatens the Future of Europe (2016), ch. 1.

Benjamin J. Cohen, “The Future of the Euro: Let’s Get Real,” Review of International Political Economy 19:4 (October 2012), 689-700.

Questions
What is monetary regionalism?

What is territorial money?

What is meant by the deterritorialization of money?

What policy choices are available to governments to cope with currency competition?

Is the number of territorial currencies fated to contract significantly?

What are the arguments for or against formal dollarization?

What are the arguments for or against a currency board?

What are the arguments for or against monetary union?

What do we learn from the experience of the euro?

Should the euro be regarded as a success or a failure?

What is the future of the euro?

June 4: Alternative Moneys
Benjamin J. Cohen, The Future of Money (2004), ch. 7.

Edward Castronova, Wildcat Currency (2014), chs. 2, 7, 8.

Questions
What are “local currencies” (aka “community currencies”) and how do they work?

What are electronic currencies and how do they work?

Can the number of alternative moneys be expected to increase or decrease?

What are the implications of alternative moneys for traditional monetary policy?

June 6: Future Scenarios
Benjamin J. Cohen, The Future of Money (2004), ch. 8.

Eric Helleiner, The Status Quo Crisis (2014), ch. 6.

Questions
What are the centrifugal forces that threaten to pull the international monetary system apart?

What are the centripetal forces that help to hold the system together?

Can liberal multilateralism be strengthened?

Can fragmentation and conflict be avoided?

How realistic is “cooperative decentralization?”

Is “more of the same” (status quo) the default option?

Who will run the show?


