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Lesson Summary

Which were those key historical events that have challenged
economic theories and practice in the 2oth century?

What was the key contribution to the economic theory of
J.M.Keynes and Milton Friedman?

What are key difference between the approaches of
Keynesian economics and monetarism towards the
economic policy?

Provide some examples of practical implementations of both
interventional and market-conformal concepts in the
20th/21st centuries.
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~“Why government picks losers — an

article

Provide 3 arguments why do governments support
declining industries.

Explain the term ,sunk costs”

\\%

\\%

hat does the acronym ,,CSWEF” represent?
hy is lobbying for declining industries stronger?

W

hat might the protectionist policy cause?
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Function of the state
According to A. Smith (1776):

Economic principle:

State should produce and control some public goods and
works and some public institutions.

Social principle:

State should protect its citizens against violence and external
attack (internal and external security).

State should protect its citizens against injustice and
repression from the others (judicial power)



Characteristics of
modern democratic state

Constitutional State
Rule of law
Democracy
Welfare State
Democracy is a discussion.

"Democracy has its faults, because people have their
faults. Like teacher, like pupil.,,

Tomas Garrigue Masaryk
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Role of the state in modern
democratic countries

External Internal

* Defense * Economic
* Foreign policy * Social

* Trade policy * Legislative

* Executive
* Security

* Living environment
protection etc.



Everyone wants to live at the expense of the state. They

forget that the state wants to live at the expense of
everyone.
Frederic Bastiat




,EP Players”

,1he economic policy players” can be both state and
non-state institutions, alternatively also non-
formalized group or an individual who plays an active

role in the creation, implementation and control of the
economic policy s measures.
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Division of the players of EP

Legislative institutions (parliament)

Government institutions (government, ministries ,
tarrif and tax institutions)

Emission bank (key actor of monetary policy)

Institutions guarding the market environment (anti-
trust institutions)

Judicial institutions

Non-fomalized groups of interest, special interest
groups, opposition, lobbyist group (Trade Unions,
employers organizations, political parties)



Division of the EP players

Players of the economic-political decission-making process
(decision sphere)

e Government
e Parliament
e Central bank

Players of the economic-political influence (influential
sphere)

e Corporations

e Political parties

e Trade unions

e Media etc.



Division of the EP players

Supranational (OECD, WTO, IMF, EU authorities)

National (government, parliament, central banks,
media, chambers of commerce etc.)



* Players of the economic policy are subjects that affect
the whole process of economic policy creation:

o Measures formulation

« Measures implementation
« Measures control

Change Policy / Implement Test/Audit Policy

Create Policy Policy




Government

A wise and frugal Government, which shall restrain men
from injuring one another, which shall leave them
otherwise free to requlate their own pursuits of

industry and improvement, and shall not take from the
mouth of labor the bread it has earned. This is the sum
of good government, and this is necessary to close the

- circle of our felicities.

Thomas Jefferson
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Government

A government is the system by which a state or
community is governed

Normally consists of legislators, administrators, and
arbitrators

Plays a leading role in policy s formation

A form of government, or form of state governance, refers
to the set of political systems and institutions that make up
the organisation of a specific government.
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Government ||

Identifying a form of government is also complicated
because a large number of political systems originate
as sOCi0-economic movements

Every country in the world is ruled by a system of
governance that combines at least 2 (or more) of the
attributes of different forms of government



Government is the great fiction, through which everybody
endeavors to live at the expense of everybody else.
Frederic Bastiat
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Corruption

Still, corruption and oppression are far too common threats to the democratic society.
Anna Lindh

Government, or 'political’, corruption occurs when an office-holder or the governmental
employee acts in an official capacity for personal gain. (Senior, 2005)

Public sector corruption includes corruption of the political process and of government
agencies such as the police. (Hamilton, 2013)

Political corruption is the abuse of public power, office, or resources by elected government
officials for personal gain, e.g. by extortion, solicitation or offering bribes-

Political corruption is a manipulation of %olicies, institutions and rules of procedure in the
allocation of resources and financing by political decision makers, who abuse their
position to sustain their power, status and wealth.

The abuse of entrusted power for private gain.



Corruption Perception Index

The Corruption Perceptions Index ranks countries and
territories based on how corrupt their public sector is
perceived to be.

A country or territory’s score indicates the perceived level of
public sector corruption on a scale of o - 100, where o
means that a country is perceived as highly corrupt and 100
means it is perceived as very clean.

A country's rank indicates its position relative to the other
countries and territories included in the index.



Corruption Perception Index 2016 — World map

Coareupy Chean
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Visit wwww transparency.org/cpi2016 for more information



S0 Europe and Central Asia
1 MHew Zealand S0 ki 91 el S0 Asia Pacific [
3 Finland 89 S0 29 a3 S0 Europe and Central Asia
4 Sweadam B8 22 87 B2 ik Europe and Central Asia
5 Switzerland g6 B& B& 85 B& Europe and Central Aszia
B Horway 85 87 & B& 85 Europe and Central Asia
7 Singapore 24 85 4 i1 a7 Asia Pacific
B Metherlands B3 87 83 B3 24 Europe and Central Asia
9 Canada 82 83 81 21 24 Americas
10 Garmany 81 81 - Fi:3 - Europe and Central Asia
10 Luxembourg 1 81 82 B0 B0 Europe and Central Azia
10 Uinited Kingdom 81 81 i3 i 74 Europe and Central Asia
13 Australia 79 e B0 21 85 Aszia Pacific
14 lceland 78 - Fi) 78 a2 Europe and Central Asia
15 Belgium i 77 Fi] 75 75 Europe and Central Azia
164 Eritrea 18 18 13 20 25 Subr Saharan Africa
. 166 Irag 17 16 16 16 18 Mi:.'dle East and Harth
CPI Index 2016 — country ranking Afrie
186 enezuela 17 17 13 m 13 Americas
168 Guinea-Bissau 16 17 19 19 L Subr Saharan Africa
163 Afghanistan 15 11 12 8 g Azia Pacific
170 Libya 14 16 18 15 1 ::;}E East and Harm
170 Sudan 14 12 11 11 13 :fll?cl::e Eastand Norm
170 Yermen 14 18 19 13 FL ::Iie East and Nartn
173 Syria 13 18 20 17 2 :f"t}e Eastand Marth
174 Korea (Morth) 12 3 3 3 3 Asia Pacific
175 Sowth Sudan 11 15 15 14 MA Subr Szharan Africa

http://www.transparency.org/cpi2016/results 176 Comslia 10 g g g g Sub Saharsn Africa



A TRANSPARENCY
!NTERNA]’IO_NAL

GORRUPTION
PERCEPTIC

INDEX 201

The p
pocruption
around It

|
RANK COUNTRY/TERAITORY SCORE SCORE
Danmark e U e

Finland 80 ] 18 2 NE NP NN OB VN NN %) L L

|l e P

o
Swadan 2]
Yucen 76 WAR COUNTRYITERRITORY SDORE OVNTRVITERATORY  SCORE COUNTRYTERRONY  SOORE COMNTINTERRITORY  9005¢
ey / . o
Naw Zealand 8s \ S Cuu 7t [ Cota e . b » Hall !
i | o n O e . i T
) oo S| m (R e 3 Zonti vtk
Nowa Ty I P y
‘ 70 FOE P & bt ' % b ¢
— -
8§ Naterande 3 ] ™ [E Jorkr 3 a o i
s Narm a m Wiatha 1 hont v LB L= 2t 2
J widorky d % Nads i L g O o EEE Koy a2h S L
& S a5 e . = o Lannk o ok 2
LV L) - .
v o o “ o : i .
10 ni i AON J bk
I - A v = o s
10 . " 1 . ik ) [ O )
(A o s
W P " BN = v ;
15 o) Shvibis Y y 7
1 kv ) pode ~ g ] o« 7
~ b o (=1 W0 y
! A o
15 0 B . '
W st ) w B | foen /
B boeasue 1o [l O Pt G0 B . o
Koa Bout " .
" o] 1y 1 "w CLH 14 R4 X
E Mt =] -
AN Vol b z B ! 8
~ s ow ) -
al] " > w v 14 0 1 Bl

www.transparency.org/cpi




2011 BRIBE PAYERS INDEX

Transparency International said not one of the 28 countries surveyed

was percelved as "wholly clean of bribery” and few had made

a major mprovement since the last bribery index in 2008

LIKELINESS TO BRIBE WHILE OPERATING ABROAD

2011 2008 2011 2008
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BPI Index according to sectors

Rank Sector Sector Score Number- of Star?da.rd ctxteonticencalintenal
observations Deviation
Lower Upper
bound bound
1 Agriculture 7,1 270 2,6 6,8 7,4
1 Light Manufacturing 7,1 652 2,4 7,0 7,3
3 Civilian Aerospace 7,0 89 2,7 6,6 7,5
3 Information Technology 7,0 677 2,5 6,8 7,1
5 Banking and Finance 6,9 1409 2,7 6,8 7,0
5 Forestry 6,9 91 2,4 6,5 7,3
7 Consumer Services 6,8 860 2,5 6,7 6,9
8 Telecommunications 6,7 529 2,6 6,5 6,9
8 Transportation and Storage 6,7 717 2,6 6,5 6,9
10 Arms, Defence and Military 6,6 102 2,9 6,1 7,1
10 Fisheries 6,6 82 3,0 6,0 7,1
12 Heavy Manufacturing 6,5 647 2,6 6,4 6,7
13 Pharmaceutical and Healthcare 6,4 391 2,7 6,2 6,6
13 Power Generation and Transmission 6,4 303 2,8 6,1 6,6
15 Mining 6,3 154 2,7 5,9 6,6
16 Oil and Gas 6,2 328 2,8 6,0 6,5
17 Real Estate, Property, Legal and Business Services 6,1 674 2,8 5,9 6,3
17 Utilities 6,1 400 2,9 5,9 6,3
19 Public Works Contracts and Construction 5,3 576 2,7 5,1 5,5
Average 6,6

Source: http://www.transparency.org/bpi2011



CPI Index and others...

Global Corruption Barometer (GCB)

Global Corruption Report (GCR)

National Integrity System Assessments (NIS)
Transparency In Corporate Reporting (TRAC)



Parliament

Refers to a democratic government's legislature

Has three functions: representation, legislation and
parliamentary control
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Central bank

A central bank, reserve bank, or monetary
authority is an institution that manages a state's
currency, money supply, and interest rates.
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Functions of a central bank may include:

implementing monetary policies.
determining interest rates
controlling the nation's entire money supply

the Government's banker and the bankers' bank ("lender of
last resort")

managing the country's foreign exchange and gold reserves
and the Government's stock register

regulating and supervising the banking industry

setting the official interest rate — used to manage both
inflation and the country's exchange rate — and ensuring
that this rate takes effect via a variety of policy mechanisms
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Czech National Bank (CNB)

The CNB is the central bank of the Czech Republic
and the supervisor of the Czech financial market.

As an independent institution, the Czech National
Bank maintains price stability, supervises the financial
system and supports its balanced development, and
ensures smooth circulation of money and smooth
payments.



Inflation target and forecast for 2018 in the Czech Republic

The forecast for inflation at the monetary policy
horizon
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2018, Q1 2.5%

Annual consumer price inflation

2018, Q2 2.3%
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- Special interest groups

and lobbyist groups

Any voluntary association that seeks to publicly promote and
create advantages for its cause

Often interrelated with government structure

Includes corporations, charitable organizations, civil rights
groups, neighborhood associations, professional and trade
associations

Professional lobbyists are people whose business is trying to
influence legislation on behalf of a group or individual who hire
them.

,power breeds more power"



Clientelism

Clientelism is the exchange of goods and services for
political support, often involving an implicit or explicit
quid-pro-quo. (Stokes et al., 2013)

It is a political system at the heart of which is an asymmetric
relationship between groups of political actors described as
patrons and clients and political parties.

A set of actions based on the principle take there, give here,
with the practice allowing both clients and patrons to gain
advantage from the other's support. (Roniger et al.,2004)
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