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Course description 
 
Why do financial crises happen? How do they affect international relations and domestic policy 
choices? What political projects have organized the regulation of the international financial 
sector over the course of the past century? This interdisciplinary course uses political, historical 
and sociological analyses to address these questions while exploring both mainstream and 
alternative economic approaches to financial booms and busts.  
 
The first part of the course prepares the ground by introducing basic arguments and concepts on how 
financial markets work and the regulatory politics that affect them. The second part focuses on the 
history of finance and financial crises, beginning with the 18th century and ending with the East 
Asian Crisis of 1997. Part three focuses on the causes of and reactions to the Lehman crisis of 2008. 
The final part of the course focuses on the politics of ongoing attempts to stabilize the international 
financial sector, make it less crisis-prone and compel it to work more for the non-financial economy 
and society at large. 
 
Grade breakdown: 
 
Mid-term examination: 30% (in-class, closed book examination based on the first half of the course). 
 
Final examination: 40% (in-class, closed book examination based on the second half of the course). 
 
Book essay: 20 % (critical review of two prominent books on financial crises). 
 
Active class participation: 10% (attendance and informed participation in class discussions). 

The book essay is due at the beginning of the last lecture. It should compare the explanations 
given about the causes of financial crises by two of the following books. The list of books will be 
decided jointly by professors and students. Useful lists can be found at this link: 
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http://economix.blogs.nytimes.com/2013/07/15/financial-crisis-reading-list-2/?_r=0 

http://www.wsj.com/articles/five-books-on-the-financial-crisis-1418011535  

http://www.goodreads.com/list/show/9050.Understanding_the_Financial_Crisis_2008  

http://www.huffingtonpost.com/2009/10/21/a-guide-to-the-best-books_n_329210.html  

The book essay should be 2000 words long and should consist of five parts: description of the 
arguments, how the books differ in their analysis, their contributions to existing debates and a 
discussion of their respective strengths and weaknesses. Footnotes and bibliography are required 
and should be formatted according to the Chicago Manual of Style.  

Requirements: The class requires ECON 101 and 102. 

Office hours 

TBA 

Work and Ethics 
 
The course has two sessions per week.  
 
All students are expected to attend all sessions and maintain high standards of academic honesty 
and integrity. Make sure you provide citations for all quotations, paraphrases, and ideas taken 
from any source other than your own. Boston University has very strict standards for intellectual 
integrity, and punishment for plagiarism may be severe, and can include permanent expulsion 
from the university. 
 
You are responsible to know Boston University’s Academic Conduct Code. Link: 
http://www.bu.edu/academics/resources/academic-conduct-code/  
 
All cases of suspected misconduct will be referred to the Dean’s Office. Papers handed in late 
entail the loss of ten percent of the grade for each day. 

A single absence entails an automatic cut of 5 out of 10 points in your participation grade. If you 
have more than one absence you will lose all the ten points assigned for participation. No make-
up assignments are allowed.  

 
 
BOOKS 
 
Mark Blyth, Austerity: The History of a Dangerous Idea, Oxford University Press, 2013.  
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King, Mervyn. The End of Alchemy: Money, Banking, and the Future of the Global Economy. 
WW Norton & Company, 2016. 
 
Kindleberger, Charles P., and Robert Z. Aliber. Manias, panics and crashes: a history of 
financial crises. Palgrave Macmillan, 2011 
 
Helleiner, Eric. States and the reemergence of global finance: from Bretton Woods to the 1990s. 
Cornell University Press, 1996. 
 
 
WEEKLY READINGS 
 
 
1. Introduction: Financial crises and the market economy  
 
INET mini-documentary 
http://www.youtube.com/watch?v=9JD6uuiiZPY 
 
End of Alchemy, Introduction 
 
The Economist, http://www.economist.com/blogs/buttonwood/2014/11/great-financial-crisis 
 
Simon Wren Lewis, “The Austerity Con,” London Review of Books, 
http://www.lrb.co.uk/v37/n04/simon-wren-lewis/the-austerity-con  
 
Paul Mason, “The End of Capitalism Has Begun” 
https://www.theguardian.com/books/2015/jul/17/postcapitalism-end-of-capitalism-begun  
 
“What’s the alternative?” The Economist, http://www.economist.com/news/books-and-
arts/21660952-capitalism-not-perfect-buts-it-better-other-systems-whats-alternative 
 
 
2.Taking Stock 
 
Blyth, Austerity, introduction. 
 
Lo, Andrew W. "Forthcoming.“Reading About the Financial Crisis: A 21-Book Review.”." 
Journal of Economic Literature, at http://lfe.mit.edu/wp-
content/uploads/2015/08/ReadingAboutFinCrisis2012.pdf  
 
3. Basic concepts 
 
End of Alchemy, chapter 1 
 
4. Basic hypotheses: Efficient markets 
 
Blyth, Austerity, chapter 2 (until Taleb’s Swans). 
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5. Basic hypotheses: Financial instability 
 
Minsky, Hyman P. "The financial instability hypothesis: an interpretation of Keynes and an 
alternative to" standard" theory." Challenge 20.1 (1977): 20-27. 
 
Discuss The Big Short (movie) 
 
Part Two: Crises in Time 
 
6. Tulips, South Seas and Great Crashes 
 
Kindleberger, chapters 1, 3, 10. 
 
 
7. The Great Depression  
 
Kindleberger, chapter 4. 
 
Milton Friedman on the Great Depression http://www.youtube.com/watch?v=9JD6uuiiZPY 
 
 
8. Creating a new financial order: Keynesianism and the Bretton Woods 
 
Helleiner, part 1. 
 
 
9. Disrupting the new financial order: Finance Resurgent  
 
Helleiner, part 2. 
 
 
10. How money works 
 
End of Alchemy, chapter 2 
 
11. How banks work 
 
End of Alchemy, chapter 3 
 
12. Uncertainty and financial markets 
 
End of Alchemy, chapter 4 
 
Joe Nocera on value at risk analysis, http://www.nytimes.com/2009/01/04/magazine/04risk-t.html 
 
 



 5 

13. What central banks do 
 
End of Alchemy, chapter 5 
 
 
14. Credit and Inequality  
 
Rughuram Rajan, Fault Lines, chapters 1 and 4 (to be circulated by the professor) 
 
 
15. Midterm exam (in-class) 
 
 
16. The Lehman Moment (1) 
 
Eugene Fama on the financial crisis, 
http://www.newyorker.com/online/blogs/johncassidy/2010/01/interview-with-eugene-fama.html 
 
Blyth, Chapter 2 (from Taleb’s Black Swans to the end). 
 
 
16. The Lehman Moment (2)  
 
The Minsky Moment 
http://www.newyorker.com/talk/comment/2008/02/04/080204taco_talk_cassidy 

 
Margin Call, excerpts. 
 
Recovery after financial crises, policy brief from Brugel, http://bruegel.org/2011/12/a-tale-of-
three-countries-recovery-after-banking-crises/  
 
 
17. The Great Recession  
 
Joseph Stieglitz, “The Non-Existing Hand” London Review of Books, April 22, 2010 
http://www.lrb.co.uk/v32/n08/joseph-stiglitz/the-non-existent-hand  
 
The End of Alchemy, Chapter 7 
 
 
18. Eurocrisis (1) 
 
Matthijs, Matthias. "Powerful rules governing the euro: the perverse logic of German ideas." 
Journal of European Public Policy 23.3 (2016): 375-391. 
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Jones, Erik. "Getting the Story Right: How You Should Choose between Different 
Interpretations of the European Crisis (And Why You Should Care)." Journal of European 
Integration 37.7 (2015): 817-832. 
 
 
19. Eurocrisis (2) 
 
Austerity, Chapter 3. 
 
 
20. Austerity 
 
Austerity, Chapter 6. 
 
Josh Bivens, “Why is recovery taking so long?” Economic Policy Institute paper, July 2016,  
http://www.epi.org/files/pdf/110211.pdf  
 
Bruegel think-tank policy brief on recovery lessons for Europe, http://bruegel.org/2008/11/a-
european-recovery-programme/   
 
 
21. Reform (1) 
 
End of Alchemy, chapter 8 
 
Blyth, Austerity, conclusions. 
 
Laura Kodres and Aditya Narain, “Fixing the System,” Finance and Development, June 2012, (IMF 
report on how to fix finance) 
 
 
22. Reform (2)  
 
Moschella, Manuela, and Eleni Tsingou. "Regulating finance after the crisis: Unveiling the 
different dynamics of the regulatory process." Regulation & Governance 7.4 (2013): 407-416. 
 
Seabrooke, Leonard, and Duncan Wigan. "Powering ideas through expertise: professionals in 
global tax battles." Journal of European Public Policy 23.3 (2016): 357-374. 
 
Roger Alcaly, “The Right Way to Control the Banks,” NY Review of Books, June 5, 2014 
http://www.nybooks.com/articles/2014/06/05/the-right-way-to-control-banks/  
 
 
23. The coming crisis 
 
The End of Alchemy, Chapter 9 
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24. Wrap-up 
 
Martin Wolf, “Is Unlimited Growth a Thing of the Past,” Financial Times, available at 
 http://www.ft.com/intl/cms/s/0/78e883fa-0bef-11e2-8032-
00144feabdc0.html#axzz2LmW2cxgz 
 
Wolfgang Streeck, “The Crisis of Democratic Capitalism,” New Left Review, 
https://newleftreview.org/II/71/wolfgang-streeck-the-crises-of-democratic-capitalism 
 
Book essay due 
 
Final: TBA 
 
 
 
 
 
 
 
 
 
 
 
 


