
 

The Theory of Economic Policy 
PhD Course in Economics 

Autumn 2024 
 

 
Time and Place: 
Monday, February 3:   13:00 – 18:00 
Tuesday, February 4:  9:00 – 12.00 and 13:30 – 18:00 
Wednesday, February 5:  9:00 – 12.00 and 13:30 – 18:00 
Thursday, February 6:  9:00 – 12.00 and 13:00 – 15:00 
 
The course will take place at University of Siegen, Campus Unteres Schloss, Room US-A 234. 
 
The course will comprise lectures and assignments to be discussed in class. Individual partici-
pants will lead class discussion of assignments. 
 
 

Preliminary Outline 
 
Part I: Classical Theory 
1.1.  Tinbergen: Controllability and Neutrality  
1.2.  Theil: Trade Offs and the Utility Function  
1.3. The Assignment Problem  
1.4. Targets and Instruments 
1.5. Additive and Multiplicative Uncertainty 
 
Accocella et al. (2012, Part I), Accocella and Di Bartolomeo (2006, 2008), Hughes Hallett (1989).  
 
 
Part II: Policy Neutrality and Strategic Interaction 
2.1. The Lucas-Critique and Strategic Interaction 
2.2. Strategic Games 
2.3. Policy Non-Neutrality Resurrected  
2.4.  The “New” Theory of Economic Policy 
 
Accocella et al. (2012, Part II), Accocella and Di Bartolomeo (2004), Docker and Neck (2008), 
Drazen (2000, Ch. 4), Hughes Hallett (1989). 
 
 
Part III: Credibility of Policymaker 
3.1. Policy Rules: Benefits and Costs 
3.2. Contingent Rules 
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3.3. Uncertainty about Policymaker’s Type 
3.4. Benefits and Costs of Delegation 
 
Drazen (2000, Ch. 5, 6), Hefeker and Neugart (2024), Persson and Tabellini (2000, Ch. 15). 
 
 
Part IV: Policy Spillovers and Cooperation 
4.1. Spillovers and Pareto-Inefficiency 
4.2. Uncertainty and the Incentive to Cooperate 
4.3. Cooperation and Insurance 
 
Ghosh and Masson (1994), Hefeker and Neugart (2018), Persson and Tabellini (2000, Ch. 18). 
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