Course:           The Economics of European Integration

Lecturer:

      Prof. Jorgen Drud Hansen
                    SEQ CHAPTER \h \r 1

               

Date 


March 8-11, lectures 16-21 h, exam March 18
Vilnius University room 403
                                      Course description

The aim of the course is to give the students a thorough insight in the economic issues related to the cooperation in the European Union (EU). Although the establishment of the European Union was mainly driven by the political goal of ensuring the peace on the European continent, the major instrument for achieving this overall goal was integrate the economies of the member countries through trade, movements of factors of production and establishment of common policies on various areas. The main two pillars of the economic cooperation in the EU are the Internal Market which consists of the ‘four freedoms’: free movements of goods, services, capital and persons, and the Economic and Monetary Union (EMU) based on the common currency the euro. The course aims to give a comprehensive analysis of the various elements of the economic cooperation in the EU. Focus in the course will be on the economic analytical aspects of the integration process. 
Teaching plan
I. Introduction 

Wednesday March 8, 16-21
The aim and content of the course

The history of the European Union 
The EU institutions

The EU Budget

The concept ‘economic integration’

Stages and dimensions of integration


Stages of integration: From free trade area to an economic union


Dimensions of integration: Scope, geographical space and institutions


The course outline
II. The Internal Market  
a. The four freedoms 

The provisions in the Treaty 
b. Free mobility of goods


       
The traditional theory of a customs union 

            Trade creation and trade diversion on a partial welfare analysis  

More general approaches: General equilibrium analysis/the role of the external tariff.        
Removal of ‘invisible’ trade barriers
The ‘new trade theory’ and formation of a customs union

Empirical assessments of the impacts in Europe of the customs union and the internal market for commodities 

Thursday March 9, 16-21
c. Free mobility of factors of production 

           Theoretical analysis of the effects of free mobility of capital and labor

           Evidence on factor mobility
d. Dynamic effects of the Internal Market

Integration, capital accumulation and growth


Market size and productivity growth through learning-by-doing
e. Spatial effects of the Internal Market

 
Theories



Neoclassical optimism



The ‘new’ economic geography: a skeptic view on convergence

Evidence on development of regional disparities in the EU


III. Microeconomic Policies 
The Common Agricultural Policy (CAP)

Friday March 10, 16-21 
EU Competition Policy 

State Aid
Tax harmonization? 
Cohesion Policy – EU Structural Funds
IV. The Economic and Monetary Union in the EU 
Theoretical analysis

The theory of monetary integration: Costs and benefits of a common currency –     the theory of the optimum currency area

The endogeneity hypothesis of the optimum currency area theory

Macroeconomic policy in a monetary union

The specific EU set-up  

The institutional set-up of the EMU – the European Central Bank

The rationale of an independent and conservative central bank

The monetary policy strategy of the European Central Bank

V. Fiscal policy in the EMU
Saturday March 11, 9-14
Theoretical analysis: 


The role of fiscal policy: allocation, redistribution and stabilization


 Fiscal policy externalities in a monetary union 


The need for fiscal policy centralization or policy coordination
The institutional set up in the EMU       
The ‘Stability and Growth Pact’
VI. A summing up: Quo Vadis Europe
From static one-country analysis to dynamic multi-country analysis

Is regional integration a building bloc or a stumbling bloc for global

liberalisation?
The Eastward enlargement

Quo vadis Europe 
Consultation 

Thursday March 16 

Exams conditions:

Saturday March 18

The students’ performance in the course will based on a final written exam  

D. Literature:

Hansen J.,D. and  J., U.-M., Nielsen (1997), ‘An  Economic Analysis of the EU’,                                              

2. edition, McGrawHill.

Hand outs delivered during the lectures 
Seminaras siūlomas magistrams ir aukštesniųjų kursų magistrantams.
Bus galima užskaityti 3 kreditus, seminarą galima lankyti ir pagal laisvojo klausytojo sutartį.  
Registruotis Ekonominės politikos katedroje (tel. 2366 129) iki vasario 11 d. 
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