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Comparative Economic Systems (Transition Economics) - Syllabus

Main instructors
Vilém Semerdk, Ph.D. and Kresimir Zigic, Ph.D.
vilem.semerak@cerge-ei.cz

Kresimir.Zigic@cerge-ei.cz

Date

Classes: November 1 — December 10, 2021
Exam week: December 13 —17, 2021
Make-up exam: December 20 — 24, 2021

Lectures

Tuesday, 11.00 - 12.30 a.m. CET (Prague Winter time)
Thursday, 11.00 - 11.45 a.m. CET

Exercise session
Thursday, 11.45-12.30 a.m. CET

Office hours
TBD

Course homepage
https://tf.cerge-ei.cz/moodle/course/view.php?id=15

Alternatively: http://transition.jingjixue.net/

Course information

A fascinating set of economic experiments was launched after 1989: a fairly large group of countries
which had been trying to rely on alternative economics models attempted a fast introduction of market
economy instead. Economists were suddenly facing an unexpected challenge: experts on markets were
asked to provide policy recommendations relevant for turning the countries’ original economic
systems into functioning market economies. This experiment was truly unique and generated data
useful for testing models from our textbooks. And as every important experiment it had a number of

consequences, many of which were unexpected:

e The outcome of transition was much more complex than previously expected: the resulting
models are often quite different from both pure textbook models as well as from traditional

role models (e.g. US economy).
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Some economic systems which had been seen by economists with suspicion proved to be
much more stable and successful than previously expected, and (again) developed differently
than many of us expected initially.

The experiment which used to be seen as a triumph of market forces and of economic
science actually revealed many interesting weaknesses of (mainstream) approaches.

We will use an interdisciplinary approach — i.e. to combine the introduction to selected institutional
facts with relevant formal economic models and occasionally with an insight into quantitative methods
which can be used on similar types of issues.

This course will try to explain

How and why was this experiment (transition) deemed necessary.

Logic of economic decisions adopted during this experiment, as well as the reasons which
caused their implications often differed from expectations.

Main features, strengths and weaknesses of current economic systems which combine a
strong role of state with privately-owned business sector. Can we use this insight to predict
e.g. the future of Chinese economy?

Course objectives

After taking this course, students should

1.
2.

Gain basic insight into comparative economics

Understand explanations (models) of the main problems of previous attempts at non-market
economic systems.

Be able to explain the logic (and expected/actual) effects of transition policies.

Understand the differences between original expectations and actual outcomes of transition-
related policies.

Get basic orientation into the reforms and changes of Chinese economy.

Course contents - main topics (blocks)

VI.

Brief introduction to comparative economics and to transition issues

Alternative systems in history: USSR, China, Yugoslavia, main problems of such attempts
and their analysis

Transformation from central planning to market economics. Introduction, discussion of
liberalization policies.

Privatization: logic, methods, and results.

Social and political implications of reforms

Optional: Chinese economy and state capitalism

Organization of the lectures and seminars

There will be two online sessions every week, the Tuesday session will have the form of a more
traditional lecture, the Thursday session will attempt to combine a lecture (45 minutes) with a seminar
session held by local lecturers (45 minutes); the seminar session will be mainly used for exercises and
discussion of assignments.

The main sessions will be organized via Zoom. The sessions will be recorded and they will be made
available on a cloud shared folder.



Grading

Evaluation will be based on several components:
Several (at least two) online quizzes will be organized during the semester. The total
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contribution of the quizzes to the final grade: 15%
Attendance and participation (especially at the seminar sessions) 10%
Two assignments: 15%
Final exam: 30%
Brief final team essay: 30%

Grading scale

(A) Excellent —91% and over
(B) Very Good — 81-90%

(C) Good —71-80%

(D) Satisfactory — 61-70%

(F) Fail — 60% and less

Course outline

Week | Topic Reading
. . Rosser & Rosser — chapter 1, “How do we
Introduction. Relevance of comparative o
cconomics compare economies?
Olofsgard, Wachtel, Becker (2018)
1 Acemoglu & Robinson (2006): Paths of
Nonmarket alternatives: theories. Political and Economic Development
How systems change/evolve?
Fernandez & Rodrik (2006)
Socialist calculation debate
Richman (1981)
Applied non-market systems: introduction.
5 Selected problems. Some softer texts which illustrate the
problems with centrally-planned systems
(Mnacko)
Economics of soft budget constraints Kornai, Maskin, Roland (2003)
Williamson (2002)
Reforms: strategy. IMF Report: 25 years
Liberalization and deregulation: price Aslund: chapter 2
3 liberalization Roland: chapter 6
Aslund: chapter 3
Transformation recessions Roland: chapter 7
Privatization: objectives & policies Aslund: chapter 6
4

Privatization and performance

Estrin et al. (2009)
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Economic, social and political implications of
reforms
Demonstration: synthetic control method and

Aslund (2018): “Ten lessons”

5 Additional (voluntary text): Abadie (2021)
effects of transition
State capture and oligarchization Treisman (2010)
Chinese reforms: specific features Hofman (2018), Roland (2018)
6 Chinese state capitalism: where it can go from
here?
Exam Final consultations
week

Note: the schedule should be understood as tentative.
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Course materials

Books and chapters from book:

Roland (2000): Transition and Economics: Politics, Markets, and Firms (Comparative Institutional Analysis). MIT
Press — several selected chapters will be used.

Aslund (2007): How Capitalism Was Built — several selected chapters will be used.

Hofman (2018): Reflections on 40 years of Chinese reforms. in Garnaut, Song, and Cai (2018): China's 40 years
of reform and development: 1978-2018

Rosser & Rosser (2003 or newer): Comparative Economics in a Transforming World Economy — chapter 1: How
do we compare economies?

Journal and working papers:

Abadie (2021): Using Synthetic Controls: Feasibility, Data Requirements, and Methodological Aspects. Journal
of Economic Literature, 2021, Vol. 59 (2)

Aslund (2018): Ten lessons from a quarter of a century of post-communist economic transformation.
Economics of Transition, Vol 26, Issue 4

Acemoglu & Robinson (2006): Paths of Political and Economic Development. In Wittman & Weingast (eds.): The
Oxford Handbook of Political Economy.

Becker & Olofsgard (2018): From abnormal to normal - Two tales of growth from 25 years of transition.
Economics of Transition, Vol 26, Issue 4

Ericson (1991): The Classical Soviet-Type Economy: Nature of the System and Implications for Reform. Journal
of Economic Perspectives, Vol 5, No. 4, Fall 1991

Estrin, Hanousek, Kocenda, Svejnar (2009): The Effects of Privatization and Ownership in Transition Economies.
Journal of Economic Literature 2009, 47:3, 699-728

Fernandez & Rodrik (1991): Resistance to Reform: Status Quo Bias in the Presence of Individual-Specific
Uncertainty. The American Economic Review, Vol. 81, No. 5 (Dec., 1991), pp. 1146-1155

Kornai (2000): Ten Years after 'the Road to a Free Economy': The Author's Self-Evaluation.

Levy & Peart: (2008): Socialist Calculation Debate. In the New Palgrave Dictionary of Economics

Li & Yang (2005): The Great Leap Forward: Anatomy of a Central Planning Disaster. Journal of Political
Economy, vol 113, No. 4

Milhaupt & Zhang (2015): Beyond Ownership: State Capitalism and the Chinese Firm

Olofsgard, Wachtel, Becker (2018): The Economics of Transition Literature. Economics of Transition, Vol 26,
Issue 4

Richman (1981): War Communism to NEP: The Road to Serfdom. The Journal of Libertarian Studies, Vol. V, No.
1 (Winter 1981)

Roland (2018): The Evolution of Post-Communist Systems. Economics of Transition, Vol 26, Issue 4

Stiglitz (1999): Whither Reform? Ten Years of the Transition

Treisman (2010): “Loans for Shares” Revisited. Post-Soviet Affairs, 26, 3, July-September 2010, 207-27.
Williamson (2002): Did the Washington Consensus Fail?

Additional Texts:

Books:

Pei (2016): China’s Crony Capitalism: The Dynamics of Regime Decay. Harvard University Press

Shih (2009): Factions and Finance in China: Elite Conflict and Inflation. Cambridge University Press

Ang (2020): China's Gilded Age: The Paradox of Economic Boom and Vast Corruption. Cambridge University
Press

Papers:
Yuen Yuen Ang (2018): The Real China Model - It's Not What You Think It Is
Pei (2020) - China: From Tiananmen to Neo-Stalinism

Statistical publications:
OECD: Economic Surveys of China
EBRD: Transition Reports



