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Reforming the Euro Area 

Blockseminar – December 13 and 14, 2018 

JProf. Dr. Jonas Dovern 

Topic of the Seminar 

The Financial Crisis of 2007/08 and the subsequent European debt crisis revealed important 

shortcomings of the institutional architecture of the euro area. In particular, it became evident i) that 

capital markets, especially the banking sector, were far from being perfectly integrated, ii) the fiscal 

policy architecture provided no instruments for substantial coordinated stabilization policy, and iii) 

how difficult and politicized the implementation of expansionary monetary policy at the zero lower 

bound is in a currency union whose members experienced widely diverging business cycles. 

It is uncontroversial that the institutions of the euro area need to be reformed. There is less 

consensus on how exactly these reforms should look like – although some steps towards a new 

institutional architecture have been made already. 

By looking at actual policy proposals that have been made by various actors, students will discuss 

different positions on how these reforms ought to look like. They will also debate which reforms 

would be reasonable from an economic point of view. 

The seminar is for students from the M.Sc. Economics program and fits the modules MScE 2C or 

MScE 3C. 

 

Organization 

There will be a mandatory meeting of all seminar participants on October 24, 2018, from 15:15h to 

16:45h (room 01.030) during which we will distribute topics and clarify open questions from 

students. All students have to pick one of the fields “financial regulation”, “fiscal policy”, and 

“monetary policy”. They will be the experts on this area for the panel discussions during the seminar 

and they will write their seminar thesis about one topic from that field. Note that topics do not relate 

to one particular paper but rather should be framed in form of a policy relevant question (e. g., 

“Which issues hinder the fast implementation of a complete banking union in the euro area?”). 

Please think about what topic you would like to write about before the meeting in October. 

All students have to read a number of chapters from a book (Brunnermeier et al., 2016) that 

discusses different ideas about how policies for the euro area should be designed and gives a good 

overview about the most important events during the crisis and about the most important actors. To 

enhance students’ understanding of the issues discussed by the book, every participant has to hand 

in a brief book review of approximately (but not more than) 1.200 Words (covering only the 

mandatory chapters) until November 30, 2018. The review can be written in either German or 

English. 

The seminar on December 13 and 14 (in room 02.036) will consist of two parts. First, students have 

to present posters (in English) summarizing the topic of their seminar thesis. (Depending on the 

number of participants this might be changed to regular presentations.) These posters will be 

presented in different sessions and other students (and I) will have the chance to ask questions about 

the posters. Second, for each field (financial regulation/fiscal policy/monetary policy) we will have a 

panel discussion (in English) during which students debate different policy proposals. 
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After the seminar, students have to finalize their seminar thesis which allows them to incorporate 

input they get during the seminar on December 13 and 14. Students should hand in their thesis until 

January 31. The thesis should contain a maximum of 15 pages and can be written in either English or 

German. Please consider the style guide available at Prof. Enders’ website. 

 

Registration 

To register for the seminar, you should have completed successfully the course “Macroeconomics” 

(MScE 1B). Please fill out the registration form (at the end of this document) and either put it into my 

mailbox at the AWI or send a scan to rosa.huhn@awi.uni-heidelberg.de before October 19, 2018. 

Please note that the number of participants is restricted to 20. We first accept students with the 

lowest number of seminars they have already taken. Should this criterion be not enough, we use a 

lottery to determine the remaining participants. Please note that you cannot retreat from your 

registration after October 19, 2018. Students who are registered and do not show up will receive a 

grade of 5. 

 

Grading 

The overall grade will be a weighted average of the grades received for 

• a brief written review of „Euro and the battle of ideas/EURO: Der Kampf der 

Wirtschaftskulturen“ (10 %), 

• a seminar thesis (60 %), 

• the (poster) presentation of the thesis (20 %), and 

• the performance in the panel discussion of euro area reforms (10 %). 

 

Literature 

Background reading for all participants 

Chapters 1-2, 5-6, 9, 11, and 15-16 of Brunnermeier et al. (2016). (Note that you can either read the 

English or the German version of the book.) 

• Brunnermeier, M. K., James, H., & Landau, J. P. (2016). The Euro and the battle of ideas. 

Princeton University Press. 

Additional literature – financial regulation: 

• Bénassy-Quéré A., Brunnermeier M., Enderlein H., et al. (2018), Reconciling Risk Sharing with 

Market Discipline: A Constructive Approach to Euro Area Reform. CEPR Policy Insight No. 91. 

London: Centre for Economic Policy Research, available at: 

https://cepr.org/active/publications/policy_insights/viewpi.php?pino=91. 

• Haucap, J., U. Heimeshoff, and A. Uhde (2010), Zur Neuregulierung des Bankensektors nach 

der Finanzkrise: Bewertung der Reformvorhaben der EU aus ordnungspolitischer Sicht, 

Ordnungspolitische Perspektiven, No. 2, Heinrich Heine Universität Düsseldorf, available at: 

http://www.dice.hhu.de/fileadmin/redaktion/Fakultaeten/Wirtschaftswissenschaftliche_Fak

ultaet/DICE/Ordnungspolitische_Perspektiven/002_OP__Haucap_Heimeshoff_Uhde.pdf. 

• Brunnermeier, M., et al. (2016), The Sovereign-Bank Diabolic Loop and ESBies, American 

Economic Review, 106(5), 508-512. 

• Brunnermeier, M., et al. (2017), ESBies: Safety in the Tranches, Economic Policy, 32(90), 175-

219. 

• Myerson, R. B. (2014), Rethinking the Principles of Bank Regulation: A Review of Admati and 

Hellwig's The Bankers' New Clothes, Journal of Economic Literature, 52(1), 197-210. 
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• Admati, A. and Hellwig, M. F. (2013), The Bankers’ New Clothes: What’s Wrong with Banking 

and What to Do About it, University Press Group Ltd. 

• Duffie, D. (forthcoming), Financial Regulatory Reform after the Crisis: An Assessment, 

Management Science. 

Additional literature – fiscal policy: 

• Bénassy-Quéré A., Brunnermeier M., Enderlein H., et al. (2018), Reconciling Risk Sharing with 

Market Discipline: A Constructive Approach to Euro Area Reform, CEPR Policy Insight No. 91. 

London: Centre for Economic Policy Research, available at: 

https://cepr.org/active/publications/policy_insights/viewpi.php?pino=91. 

• Asatrayan, Z., X. Debrun, A. Havlik, F. Heinemann, M. Kocher, and R. Tamborini (2018), Which 

role for a European minister of economy and finance in a European fiscal union?, EconPol 

Policy Report 6, ifo Institute, available at: https://ub-madoc.bib.uni-

mannheim.de/45165/1/EconPol_Policy_Report_06_2018_EuropeanMinister.pdf. 

• Delatte, A.-L., C. Fuest, D. Gros, F. Heinemann, M. Kocher, and R. Tamborini (2017), The 

Future of Eurozone Fiscal Governance, EconPol Policy Reports 1, ifo Institute, available at: 

http://www.cesifo-

group.de/DocDL/EconPol_Policy_Report_01_2017_Fiscal_Governance.pdf. 

• Claeys, G., Z. Darvas, and G. B. Wolff (2014), Benefits and drawbacks of European 

Unemployment Insurance, Policy Briefs 847, Bruegel, available at: http://bruegel.org/wp-

content/uploads/imported/publications/pb_2014_06_281114.pdf. 

• Berger, H. G. Dell’Ariccia, and M. Obstfeld (2018), Revisiting the Economic Case for Fiscal 

Union in the Euro Area, International Monetary Fund, Washington DC, available at 

https://www.imf.org/en/Publications/Departmental-Papers-Policy-

Papers/Issues/2018/02/20/Revisiting-the-Economic-Case-for-Fiscal-Union-in-the-Euro-Area-

45611. 

• Andritzky, J. R., D. Christofzik, L. P. Feld, and U. Scheuering (2016), A Mechanism to Regulate 

Sovereign Debt Restructuring in the Euro Area, CESifo Working Paper Series, No. 6038, 

available at: https://papers.ssrn.com/abstract=2845278. 

• Dolls, M., Fuest, C., Neumann, D., and Peichl, A. (2017), An unemployment insurance scheme 

for the euro area? A comparison of different alternatives using microdata, International Tax 

and Public Finance, 25(1), 273–309. 

• Vogel, L. (2017), Structural reforms at the zero bound, European Journal of Political 

Economy, 48, 74–90. 

• Galí, J., and Monacelli, T. (2008), Optimal monetary and fiscal policy in a currency union, 

Journal of International Economics, 76(1), 116–132. 

• Gomes, S. (2018), Euro area structural reforms in times of a global crisis, Journal of 

Macroeconomics, 55, 28–45. Bordo et al. (2013). 

Additional literature – monetary policy: 

• Galí, J., and Monacelli, T. (2008), Optimal monetary and fiscal policy in a currency union, 

Journal of International Economics, 76(1), 116–132. 

• Hellwig, M. F. (2014), Financial Stability, Monetary Policy, Banking Supervision, and Central 

Banking, MPI Collective Goods Preprint, 2014/9, available at 

http://dx.doi.org/10.2139/ssrn.2475780. 

• Sinn, H.-W. (2018), Fast 1 000 Milliarden Target-Forderungen der Bundesbank: Was steckt 

dahinter?, ifo Schnelldienst, 14/2018, 26-37, available at: http://www.cesifo-

group.de/DocDL/sd-2018-14-sinn-target-2018-07-26.pdf. 

• Auer, B. (2014), What drives TARGET2 balances? Evidence from a panel analysis, Economic 

Policy, 29(77), 139-197. 

• Eichengreen, B., A. Mehl, L. Chitu, and G. Richardson (2015), Mutual Assistance between 

Federal Reserve Banks: 1913–1960 as Prolegomena to the TARGET2 Debate, The Journal of 

Economic History, 75(3), 621-659. 
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