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Seminar Topic
The euro area crisis seems to be mostly over, but growth remains anemic and a number of euro
area countries have yet to climb back to the GDP levels of 2007. Employment is finally rising,
but unemployment levels remain very high in many countries. Why is this? Some argue that the
financial crisis is casting a long shadow, with still-high private and public sector debt weighing
on consumption, investment, and ultimately growth. This raises the question why this is a
problem in the euro area but not elsewhere. Others point to a continued lack of demand and argue
that institutional shortcomings at the euro area level are holding back policymakers and prevent a
closing of the output gap. Yet another school of thought argues that weak euro area growth is
merely a return to the disappointingly low historical trend owed to a lack of reforms—a trend that
the pre-crisis boom had temporarily overshadowed. The seminar will discuss these and related
hypotheses and the policy lessons they entail.
Requirements





Participants will come together for a 2-day Blockseminar on the weekend of October 31 and
November 1, 2015. Sessions will be held at [Kaminzimmer (room 202), Boltzmannstr. 20,
14195 Berlin] and last approximately from 9 am to 5 pm, including a lunch break.
Interested students will indicate their 3 most preferred paper topics by [September 15, 2015]
in an email to Dr. Hetschko (Clemens.Hetschko@fu-berlin.de), cc’ing Prof. Berger (under:
macropolicy.fuberlin@gmail.com). Prof. Berger will be happy to address any specific
questions on the seminar topics under the same email address.
Expectations for the seminar include:
o A brief summary of preliminary findings (2-3 pages maximum) and presentation slides
are to be submitted by Friday, October 23, 2015. They will be shared with all participants
to facilitate the discussion.
o Active engagement in the discussion of presentations.
o Preparation and submission of a seminar paper by March 31, 2016.
o Papers and seminar presentations will be in English, but seminar discussions can also be
conducted in German, as needed.

Paper Topics
The “long shadow” hypothesis
1. The cost of financial crises: what does the historical record say? There is no shortage of
empirical studies documenting that growth suffers after financial crises, both in the short and
long term. What are the main stylized facts? Does the post-crisis performance of the euro area
fit the historical pattern? Is this true for all euro area members?
2. Could the recovery be “creditless”? Once debt is too high and needs to come down, it can
hinder growth. Or could there be growth without credit? The answer should look at the
empirical evidence documented in the literature (has this been done before?) and reflect on
the macroeconomic mechanisms that link credit and growth.
3. How to reduce sovereign debt without slowing growth (too much)? Is it better to reduce debt
the “hard way” by saving more or is there a case for spreading the burden by going into
default? Is there a choice and what are its determinants? Given the different experiences of
Greece and Puerto Rico, does the economic cost of sovereign default depend on the type of
currency union?
4. How to deal with private sector debt overhangs? A recent policy discussion is looking at the
role of insolvency reform and markets for non-performing bank loans in reducing household
and firm debt. How large is the problem and what are solutions? Has the euro what it takes to
move ahead in this area?
The “lack of demand” argument
5. Is there a lack of demand in the euro area? It is easier to talk about the “output gap” (the
difference between actual GDP and “potential” output) than to measure it. What are the
conceptual issues and how does this impact the decision to provide more or less demand
support? How to deal with financial “boom and bust” cycles (as in Spain or Ireland) in this
regard? How do these questions feature in the debate about the best fiscal and monetary
policy for the euro area?
6. Obstacles for the common monetary policy. The argument has been made that the
transmission of monetary policy across different euro area countries does not work
flawlessly—more so than, for example, in the U.SA. What are the underlying issues? How
important are the ECB’s unconventional policies (such as QE and OMT) in this regard?
7. Does a common fiscal policy for the euro area require a Fiscal Union? What’s the case for
coordinating fiscal policy in the euro area? Has the Stability and Growth Pact delivered in
preventing undisciplined spending? Has there been a common fiscal policy response to large
macroeconomic shocks when needed? What are institutional options for introducing a
common fiscal policy and what are their pros and cons?
The “fundamentals have always been weak” view
8. Longer term growth in the euro area and its drivers. On most measures, the level of potential
growth in the euro area has been declining since the 1990s. Is the experience unique to the
euro area? What are the reasons and what can be done about it?
9. What kind of reforms can lift long-term growth in the euro area? There is no shortage of
analyses linking policies to potential growth, but is there a consensus about what works? Is
there an ideal recipe combining certain product, labor market, or other reforms? Would the
same approach work for all countries?
10. The crisis has triggered structural reforms—are they making a difference? Some countries
(e.g., Spain and Portugal) have implement far-reaching structural reforms since the crisis
broke. Are they working and what lessons can be learned?
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