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Course Description

This advanced course analyzes differences in the economic systems, preferences, and
outcomes between Europe and the US. Topics include the welfare state, taxation, labor
markets, demographics, preferences for redistribution, migration, monetary and fiscal
policy, the educational system, and firm productivity. We study the origins of potential
differences, as well as their consequences for the lives of people. We explore macro- as
well as microeconomic studies of both theoretical and empirical nature.

Certainly, there exists a lot of heterogeneity in economic systems and preferences within
Europe itself. We will however focus on the contrast between Europe and the US, and not
on these differences. Moreover, we concentrate mostly on Western Europe.

The major goal of this course is to give students the opportunity to apply the knowledge
and tools acquired in previous courses to a fascinating topic. Thus, the prerequisites are
intermediate microeconomic and macroeconomic theory, statistics, and econometrics.
When discussing the readings, we will focus not only on the content, but also on the
methodology.



Requirements
The course grade is based on the final exam.

Readings

The required readings for each week are listed below in the schedule and are marked with
an asterisk. The schedule also lists additional optional readings. Most of the readings
come out of journals. You are not required to buy a book.

Extra Lecture

Since we missed the first week of classes, there will be an extra lecture on Thursday, May
28, from 2.15 to 3.45 pm in room Boston, HoF 2.45. Moreover, there is an extra tutorial
on Tuesday, July 14, from 4.15 to 5.45 pm (room Shanghai, HoF 1.28).



Introduction: Europe and the US, an Overview

* Alesina, Alberto and Francesco Giavazzi (2006): The Future of Europe: Reform or
Decline?, MIT Press, Cambridge, Introduction.

* Krugman, Paul (2015): Much Too Responsible, New York Times, January 22, 2015.

Blanchard, Olivier (2004): The Economic Future of Europe, Journal of Economic
Perspectives, 18(4), 3-26.

Eichengreen, Barry (2007): The European Economy since 1945: Coordinated Capitalism
and Beyond, Princeton University Press, Princeton.

Geoghegan, Thomas (2011): Were you Born on the Wrong Continent?: How the
European Model Can Help You Get a Life, The New Press.

Gokhale, Jagadeesh and Erin Partin (2013): Europe and the United States: On the Fiscal
Brink?, Cato Journal, 33(2), 193-210.

Krugman, Paul (2011): Can Europe be Saved?, New York Times Magazine, January 12,
2011.

Rifkin, Jeremy (2004): The European Dream — How Europe’s Vision of the Future is
Quietly Eclipsing the American Dream, Penguin Group, New York.

Labor Supply

* Bell, Linda and Richard Freeman (2001): The Incentive for Working Hard: Explaining
Hours Worked Differences in the US and Germany, Labour Economics, 8(2), 181-202.

* Prescott, Edward C. (2004): Why Do Americans Work So Much More Than
Europeans?, Federal Reserve Bank of Minneapolis Quarterly Review, 28(1), 2-13.

Alesina, Alberto, Edward L. Glaeser and Bruce Sacerdote (2005): Work and Leisure in
the U.S. and Europe: Why So Different?, NBER Macroeconomic Annual, 20(1), 1-64.

Michelacci, Claudio and Josep Pijoan-Mas (2007): The Effects of Labor Market
Conditions on Working Time: the US-EU Experience, mimeo.

Nickell, Stephen (2003): Employment and Taxes, Cesifo Working Paper No. 1109.



http://books.google.de/books?hl=de&lr=&id=88PukrpL0uIC&oi=fnd&pg=PR9&dq=%22The+Future+of+Europe:+Reform+or+Decline%22&ots=CJqtOHyyiM&sig=WOi-z4FMuQv48w3TkWvfNKlCbFI#v=onepage&q&f=false
http://books.google.de/books?hl=de&lr=&id=88PukrpL0uIC&oi=fnd&pg=PR9&dq=%22The+Future+of+Europe:+Reform+or+Decline%22&ots=CJqtOHyyiM&sig=WOi-z4FMuQv48w3TkWvfNKlCbFI#v=onepage&q&f=false
http://www.nytimes.com/2015/01/23/opinion/paul-krugman-much-too-responsible.html?rref=collection%2Fundefined%2Fundefined&_r=0
http://www.nber.org/papers/w10310.pdf
http://books.google.de/books?hl=de&lr=&id=M5V7SLSyZpoC&oi=fnd&pg=PR10&dq=%22The+European+Economy+since+1945:+Coordinated+Capitalism+and+Beyond%22&ots=lTHfifBDUl&sig=S_0aUSMnXujYlZD7RuWp1MyaZ4U#v=onepage&q&f=false
http://books.google.de/books?hl=de&lr=&id=M5V7SLSyZpoC&oi=fnd&pg=PR10&dq=%22The+European+Economy+since+1945:+Coordinated+Capitalism+and+Beyond%22&ots=lTHfifBDUl&sig=S_0aUSMnXujYlZD7RuWp1MyaZ4U#v=onepage&q&f=false
http://books.google.de/books?id=TyiKr9fylx4C&printsec=frontcover#v=onepage&q&f=false
http://books.google.de/books?id=TyiKr9fylx4C&printsec=frontcover#v=onepage&q&f=false
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2274389
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2274389
http://wiwi.uni-frankfurt.de/professoren/fuchs/paper/krugmann_2011.pdf
http://books.google.de/books?id=btgwVOqe4xoC&printsec=frontcover&dq=the+european+dream&source=bl&ots=A9iTKso_3U&sig=tft_bIT1_WdanfmLm7hE9gUV4dw&hl=en&ei=lKmsTP27E4SclgfAgrX0CA&sa=X&oi=book_result&ct=result&redir_esc=y#v=onepage&q&f=false
http://books.google.de/books?id=btgwVOqe4xoC&printsec=frontcover&dq=the+european+dream&source=bl&ots=A9iTKso_3U&sig=tft_bIT1_WdanfmLm7hE9gUV4dw&hl=en&ei=lKmsTP27E4SclgfAgrX0CA&sa=X&oi=book_result&ct=result&redir_esc=y#v=onepage&q&f=false
http://www.sciencedirect.com/science?_ob=ArticleURL&_udi=B6VFD-42Y15VC-3&_user=3846826&_coverDate=05%2F31%2F2001&_rdoc=1&_fmt=high&_orig=search&_sort=d&_docanchor=&view=c&_searchStrId=1288119413&_rerunOrigin=scholar.google&_acct=C000061542&_version=1&_urlV
http://www.sciencedirect.com/science?_ob=ArticleURL&_udi=B6VFD-42Y15VC-3&_user=3846826&_coverDate=05%2F31%2F2001&_rdoc=1&_fmt=high&_orig=search&_sort=d&_docanchor=&view=c&_searchStrId=1288119413&_rerunOrigin=scholar.google&_acct=C000061542&_version=1&_urlV
http://www.nber.org/papers/w10316.pdf?new_window=1
http://www.nber.org/papers/w10316.pdf?new_window=1
http://www.nber.org/chapters/c0073.pdf
http://www.nber.org/chapters/c0073.pdf
http://iei.uv.es/docs/seminario/ClaudioPep-49.pdf
http://iei.uv.es/docs/seminario/ClaudioPep-49.pdf
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=489443

Regulations, Institutions, and their Role for Unemployment

* Bentolila, Samuel, Pierre Cahuc, Juan J. Dolado, and Thomas Le Barbanchon (2012):
Two-Tier Labour Markets in the Great Recession: France versus Spain, Economic
Journal, 122(562), F155-F187.

* Blanchard, Olivier and Justin Wolfers (2000): The Role of Shocks and Institutions in
the Rise of European Unemployment, Economic Journal, 110(462), C1-C34.

Bentolila, Samuel, Juan J. Dolado, and Juan F. Jimeno (2012): Reforming an Insider-
Outsider Labor Market: The Spanish Experience. 1ZA Journal of European Labor
Studies, 1(1), 1-29.

Blanchard, Olivier (2006): European Unemployment: The Evolution of Facts and Ideas,
Economic Policy, 21(45), 5-59.

Nickell, Stephen (1997): Unemployment and Labor Market Rigidities: Europe versus
North America, Journal of Economic Perspectives, 11(3), 55-74.

Regional Labor Markets and Internal Migration

* Beyer, Robert and Frank Smets (2015): Labour Market Adjustments in Europe and the
US: How Different?, ECB Working Paper No. 1767.

* Blanchard, Olivier and Lawrence Katz (1992): Regional Evolutions, Brookings Papers
on Economic Activity, 1992(1), 1-75.

* Hunt, Jennifer (2006): Staunching Emigration from East Germany: Age and the
Determinants of Migration, Journal of the European Economic Association, 4(5), 1014-
1037.

Decressin, Jorg W. and Antonio Fatas (1995): Regional Labor Market Dynamics in
Europe, European Economic Review, 39(9), 1627-1655.

De Grauwe, Paul and Wim Vanhaverbeke (1993): Is Europe an Optimum Currency
Area? Evidence from Regional Data, in: Masson, Paul and Mark Taylor (eds.): Policy
Issues in the Operation of Currency Unions, Cambridge University Press, Cambridge.

Eichengreen, Barry (1993): Labor Markets and European Monetary Unification, in:
Masson, Paul and Mark Taylor (eds.): Policy Issues in the Operation of Currency Unions,
Cambridge University Press, Cambridge.

Faini, Riccardo, Giampaolo Galli, Pietro Gennari and Fulvio Rossi (1997): An Empirical
Puzzle: Falling Migration and Growing Unemployment Differentials Among Italian
Regions, European Economic Review, 41(3-5), 571-579.



https://sites.google.com/site/samuelbentolilaweb/Samuel-Bentolila-Home/mycabinet/franceandspain30.03.12.pdf?attredirects=0
http://www.jstor.org/stable/2565720
http://www.jstor.org/stable/2565720
http://www.izajoels.com/content/pdf/2193-9012-1-4.pdf
http://www.izajoels.com/content/pdf/2193-9012-1-4.pdf
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=825885
http://www.jstor.org/stable/2138184
http://www.jstor.org/stable/2138184
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2583759
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2583759
http://www.jstor.org/stable/2534556?seq=1
http://www.jstor.org/stable/40004963?seq=1#page_scan_tab_contents
http://www.jstor.org/stable/40004963?seq=1#page_scan_tab_contents
https://flora.insead.edu/fichiersti_wp/inseadwp1994/94-61.pdf
https://flora.insead.edu/fichiersti_wp/inseadwp1994/94-61.pdf
http://books.google.de/books?hl=de&lr=&id=kiFSCYAfzPEC&oi=fnd&pg=PA111&dq=%22Is+Europe+an+Optimum+Currency+Area%3F+Evidence+from+Regional+Data%22&ots=y6WMwtOhiZ&sig=0zBGFD_bhYwc6_eQr7KJuEf7mzQ#v=onepage&q&f=false
http://books.google.de/books?hl=de&lr=&id=kiFSCYAfzPEC&oi=fnd&pg=PA111&dq=%22Is+Europe+an+Optimum+Currency+Area%3F+Evidence+from+Regional+Data%22&ots=y6WMwtOhiZ&sig=0zBGFD_bhYwc6_eQr7KJuEf7mzQ#v=onepage&q&f=false
http://books.google.de/books?hl=de&lr=&id=kiFSCYAfzPEC&oi=fnd&pg=PA130&dq=%22Labor+Markets+and+European+Monetary+Unification%22&ots=y6WMwtP8bT&sig=W-yLXNywQgh2mHh1Gyrwkf7hKk4#v=onepage&q=%22Labor%20Markets%20and%20European%20Monetary%20Unification%22&f=fal
http://www.dagliano.unimi.it/media/22.pdf
http://www.dagliano.unimi.it/media/22.pdf
http://www.dagliano.unimi.it/media/22.pdf

Preferences for Redistribution

* Alesina, Alberto and George-Marios Angeletos (2005): Fairness and Redistribution,
American Economic Review, 95(4), 960-980.

* Alesina, Alberto and Nicola Fuchs-Schiindeln (2007): Good Bye Lenin (or not?) — The
Effect of Communism on People’s Preferences, American Economic Review, 97(4),
1507-1528.

Alesina, Alberto and Eliana La Ferrara (2005): Preferences for Redistribution in the Land
of Opportunities, Journal of Public Economics, 89(5-6), 897-931.

Corneo, Giacomo and Hans Peter Griiner (2002): Individual Preferences for Political
Redistribution, Journal of Public Economics, 83(1), 83-107.

The Welfare State

* Alesina, Alberto, Edward Glaeser and Bruce Sacerdote (2001): Why Doesn’t the
United States Have a European Style Welfare State?, Brookings Papers on Economic
Activity, 2001(2), 187-278.

* Estevez-Abe, Margarita, Torben Iversen, and David Soskice (2001): Social Protection
and the Formation of Skills: A Reinterpretation of the Welfare State, in: Hall, Peter and
David Soskice (eds.): Varieties of Capitalism: The Institutional Foundations of
Comparative Advantage, Oxford University Press, Oxford, New York.

Alesina, Alberto and Edward L. Glaeser (2004): Fighting Poverty in the US and Europe:
A World of Difference, Oxford University Press, Oxford.

Blanchard, Olivier (2006): Is There a Viable European Social and Economic Model?,
MIT Department of Economics Working Paper No. 06-21.

Iversen, Torben and David Soskice (2001): An Asset Theory of Social Policy
Preferences, American Political Science Review, 95(4), 875-893.

Labor Markets in the Crisis

* Mian, Atif and Amir Sufi (2014): What Explains the 2007-2009 Drop in Employment?,
Econometrica, 82(6), 2197-2223.

* Hoffmann, Florian and Thomas Lemieux (2014): Unemployment in the Great
Recession: A Comparison of Germany, Canada and the United States, National Bureau of
Economic Research Working Paper, No. w20694.



http://www.jstor.org/stable/4132701
http://www.wiwi.uni-frankfurt.de/profs/fuchs/staff/fuchs/Good_Bye_Lenin.pdf
http://www.wiwi.uni-frankfurt.de/profs/fuchs/staff/fuchs/Good_Bye_Lenin.pdf
http://darp.lse.ac.uk/papersDB/Alesina-LaFerrara_%28JPubE05%29.pdf
http://darp.lse.ac.uk/papersDB/Alesina-LaFerrara_%28JPubE05%29.pdf
http://www.ecpol.econ.uni-muenchen.de/downloads/wipo1/ss09/corneo-gruener.pdf
http://www.ecpol.econ.uni-muenchen.de/downloads/wipo1/ss09/corneo-gruener.pdf
http://www.jstor.org/stable/1209137
http://www.jstor.org/stable/1209137
http://homepage3.nifty.com/ronten/article-SocialProtection.pdf
http://homepage3.nifty.com/ronten/article-SocialProtection.pdf
http://books.google.de/books?hl=de&lr=&id=-rsOgZq7msMC&oi=fnd&pg=PP11&dq=%22Fighting+Poverty+in+the+US+and+Europe:+A+World+of+Difference%22&ots=nOcsqqoYNB&sig=ZQvnqjA61onJ5MB17P2lk52PjOY#v=onepage&q&f=false
http://books.google.de/books?hl=de&lr=&id=-rsOgZq7msMC&oi=fnd&pg=PP11&dq=%22Fighting+Poverty+in+the+US+and+Europe:+A+World+of+Difference%22&ots=nOcsqqoYNB&sig=ZQvnqjA61onJ5MB17P2lk52PjOY#v=onepage&q&f=false
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=916606
http://journals.cambridge.org/action/displayFulltext?type=1&fid=103915&jid=&volumeId=&issueId=04&aid=103914&bodyId=&membershipNumber=&societyETOCSession=
http://journals.cambridge.org/action/displayFulltext?type=1&fid=103915&jid=&volumeId=&issueId=04&aid=103914&bodyId=&membershipNumber=&societyETOCSession=
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1961223
http://www.nber.org/papers/w20694
http://www.nber.org/papers/w20694

Burda, Michael C. and Jennifer Hunt (2011): What Explains the German Labor Market
Miracle in the Great Recession?, Brookings Papers on Economic Activity, 273-335.

Hijzen, A. and D. Venn (2011): The Role of Short-Time Work Schemes during the 2008-
09 Recession, OECD Social, Employment and Migration Working Papers, No. 115,
OECD Publishing.

Lazear, Edward P., and James R. Spletzer. (2012): The United States Labor Market:
Status Quo or a New Normal?, National Bureau of Economic Research Working Paper,
No. w18386.

Monetary and Fiscal Policy in the Crisis

* Chodorow-Reich, Gabriel, Laura Feiveson, Zachary Liscow, and William Gui
Woolston (2012): Does State Fiscal Relief during Recessions Increase Employment?
Evidence from the American Recovery and Reinvestment Act. American Economic
Journal: Economic Policy, 4(3), 118-145.

* Fawley, Brett W. and Christopher J. Neely (2013): Four Stories of Quantitative Easing.
Federal Reserve Bank of St. Louis Review, 95(1), 51-88.

* Wilson, Daniel J. (2012): Fiscal Spending Jobs Multipliers: Evidence from the 2009
American Recovery and Reinvestment Act. American Economic Journal: Economic
Policy, 4(3), 251-282.

Dolls, Mathias, Clemens Fuest, and Andreas Peichl (2012): Automatic Stabilizers and
Economic Crisis: US vs. Europe. Journal of Public Economics, 96(3), 279-294.

Gali, Jordi (2012): The Monetary Pillar and the Great Financial Crisis, The Great
Financial Crisis: Lessons for Financial Stability and Monetary Policy, European Central
Bank, 74-95.

Uhlig, Harald (2010): Monetary Policy in Europe vs the US: What Explains the
Difference? in Jordi Gali and Mark J. Gertler: International Dimensions of Monetary
Policy, NBER Books, NBER, pp. 489-533.

Female Labor Market Participation

* Bick, Alexander and Nicola Fuchs-Schiindeln (2014): Taxation and Labor Supply of
Married Women across Countries: A Macroeconomic Analysis, CEPR Discussion Paper
No. DP9115.

* Fernandez, Raquel (2007): Women, Work, and Culture, Journal of the European
Economic Association, 5(2-3), 305-332.



http://www.jstor.org/stable/pdf/41228527.pdf
http://www.jstor.org/stable/pdf/41228527.pdf
http://dx.doi.org/10.1787/5kgkd0bbwvxp-en
http://dx.doi.org/10.1787/5kgkd0bbwvxp-en
http://www.nber.org/papers/w18386
http://www.nber.org/papers/w18386
http://www.jstor.org/stable/pdf/23249923
http://www.jstor.org/stable/pdf/23249923
https://research.stlouisfed.org/publications/review/13/01/Fawley.pdf
http://www.jstor.org/stable/pdf/23249927?acceptTC=true
http://www.jstor.org/stable/pdf/23249927?acceptTC=true
http://www.sciencedirect.com/science/article/pii/S0047272711001642
http://www.sciencedirect.com/science/article/pii/S0047272711001642
http://crei.cat/people/gali/jg2012ecb.pdf
http://home.uchicago.edu/~huhlig/papers/uhlig.idmp.nber.2010.pdf
http://home.uchicago.edu/~huhlig/papers/uhlig.idmp.nber.2010.pdf
http://www.wiwi.uni-frankfurt.de/profs/fuchs/staff/fuchs/paper/bfs_taxes_laborsupply.pdf
http://www.wiwi.uni-frankfurt.de/profs/fuchs/staff/fuchs/paper/bfs_taxes_laborsupply.pdf
http://onlinelibrary.wiley.com/doi/10.1162/jeea.2007.5.2-3.305/abstract

Fernandez, Raquel, Alessandra Fogli and Claudia Olivett (2004): Mothers and Sons:
Preference Formation and Female Labor Force Dynamics, Quarterly Journal of
Economics, 119(4), 1249-1299.

Pissarides, Christopher, Pietro Garibaldi, Claudia Olivetti, Barbara Petrongolo and
Etienne Wasmer (2005): Women in the Labor Force: How Well is Europe Doing?, in:
Boeri, Tito, Daniela Del Boca, and Christopher Pissarides (eds.): Women at Work. An
Economic Perspective, Oxford University Press, Oxford, New York.

The Educational System and Intergenerational Mobility

* Bjorklund, Anders and Markus Jantti (1997): Intergenerational Income Mobility in
Sweden Compared to the United States. American Economic Review, 87(5), 1009-1018.

* Hanushek, Eric A. and Ludger W6Rmann (2006): Does Educational Tracking Affect
Performance and Inequality? Differences-in-Differences Evidence Across Countries,
Economic Journal, 116(510), C63-C76.

* Tabellini, Guido (1995): The Organization of Economic Research: Why Europe is Still
Behind, Kyklos, 48(2), 297-302.

Bjorklund, A. B. Bratsberg, T. Eriksson, M. Jantti, R. Naylor, O. Raaum, K. Roed and E.
Osterbacka (2006): American Exceptionalism in a New Light: A Comparison of
Intergenerational Earnings Mobility in the Nordic Countries, the United Kingdom and the
United States, 1ZA Discussion Paper No. 1938.

Blanden, Jo, Paul Gregg and Stephen Machin (2005): Intergenerational Mobility in
Europe and North America. A Report Supported by the Sutton Trust, Center for
Economic Performance.

Guell, Maia, José V. Rodriguez Mora, and Christopher I. Telmer (2015): The
Informational Content of Surnames, the Evolution of Intergenerational Mobility and
Assortative Mating. The Review of Economic Studies, 82, 693-735.

Perotti, Roberto (2002): The Italian University System: Rules vs. Incentives, mimeo.

Schiitz, Gabriela, Heinrich W. Ursprung, and Ludger W6Rmann (2008): Education Policy
and Equality of Opportunity, Kyklos, forthcoming.

Woessmann, Ludger (2008): How Equal Are Educational Opportunities? Family
Background and Student Achievement in Europe and the United States, Zeitschrift fur
Betriebswirtschaft, 78(1), in press.
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http://onlinelibrary.wiley.com/doi/10.1111/j.1467-6435.1995.tb02441.x/abstract
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=878675
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Firm Productivity

* Bloom, Nicholas, Raffaella Sadun, and John Van Reenen (2012): Americans Do IT
Better: US Multinationals and the Productivity Miracle, American Economic Review,
102(1), 167-201.

Inklaar, Robert, Marcel P. Timmer, and Bart van Ark (2008): Market Services
Productivity across Europe and the US, Economic Policy, 23(53), 139-194.



http://web.stanford.edu/~nbloom/ADIB.pdf
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