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No nation was ever ruined by trade.



--Benjamin Franklin (1774)
The same persons who cry down Logic will generally warn you against Political Economy.  It is unfeeling, they will tell you.  It recognizes unpleasant facts….The winds and waves too are very unfeeling.  Would you advise those who go to see to deny the winds and waves or to make use of them, and find the means of guarding against their dangers?  My advice to you is to study the great writers on Political Economy, and hold firmly by whatever in them you find true; and depend upon it that if you are not selfish or hard hearted already, Political Economy will not make you so.  






--John Stuart Mill (1867)

Course Description
Increasing globalization has brought international trade issues to the forefront of many policy debates worldwide. Economics 280 is a one term introduction to international trade and will provide the tools necessary to understand many of the policy debates.  The course is designed to meet the needs of both non-economics majors and those economics majors who want an overview of international trade.  The course will cover trade theory, commercial policy (tariffs etc.), as well as a number of institutional issues and current trade issues.  While recognizing the range of backgrounds of students in the class, the lectures will tend to offer the theoretical foundations of international trade.  We will discuss policy issues with the cases.

Cases
We will use of a number of cases to offer examples of the importance of trade theory in international economic affairs.  The cases (often used in business, law and public policy schools) will require your preparation before class and your active participation during the discussions.  Attendance will be mandatory during these sessions as the case discussions will not be successful without your active participation.  The use of cases is designed to give you the opportunity to use both your oral and aural skills while exploring the real world details of trade policy.

Course Requirements and Grading
There will be two exams, each worth 30% of the term grade, a paper worth 30% and a simulation worth 10%.  Paper and simulation details will be forthcoming.   While there is no explicit weighting for your contributions during the case discussions, your participation and the quality of your contributions will be used to determine final grades on the margin.  There will be two class meetings a week, T-TH 1:15-3:00.  You will be responsible for all material covered during class and for the course readings.
Text and Readings

The textbook for Economics 280 is International Trade, Fifth Edition by Dennis Appleyard, Alfred Field, and Steven Cobb.  This text offers an introduction to both international trade and international finance, but for obvious reasons, this course will only cover the first half of the text.  If you would like to read another treatment of trade theory, Paul Krugman and Maurice Obstfeld’s, International Economics: Theory and Policy, Third Edition, is on reserve in the library.  Non-text readings will be on Moodle or on closed reserve in the library.  Books on reserve include:
Robert Baldwin & J. David Richardson, International Trade & Finance: Readings, 3rd ed.  
(BR)

Jagdish Bhagwati, Free Trade Today.  (Also in an electronic version—go to Library site.)
Richard Caves and Ronald Jones, World Trade and Payments, 3rd ed.  (CJ)
Thomas Friedman, The Lexus and the Olive Tree.
Paul Krugman.  Pop Internationalism.

Ronald Jones and Peter Kenen, eds., Handbook of International Economics, Vols. 1-3.  The 


Handbook offers a more technical treatment of trade theory for those that are interested.
Office Hours

I will be available in my office in Willis 315 from 3:30 p.m.-5:00 p.m. on most Tuesdays (occasionally department meetings may intervene) and 9:30 a.m.-11:00 a.m. on Wednesdays.  If these times are inconvenient, I am also available by appointment or through e-mail at mhemesat@carleton.edu.

Important Dates
October 21 Tuesday


First Exam

November 19 Wednesday

Paper due in Willis 5:00 p.m.
November 23 Sunday


Final Exam 7:00-9:30 p.m. 

Please note: Exam dates are selected in advance to help you plan your term.


Tentative Schedule: Topics and Readings

Readings: From Appleyard, Field & Cobb unless otherwise noted.
Date


Topic                   
Optional readings marked with an *.
9/16

Introduction and data
Chapter 1



World Bank Policy Research Report.  2002.Globalization, Growth and Poverty:


Building an Inclusive World Economy.  Overview, 1-22.



Krugman, Paul.  "Growing World Trade: Causes and Consequences."  


Brookings Papers on Economic Activity.  1995. No.1: 327-343.


Bhagwati, Jagdish.  Free Trade Today, Lecture 1.



*Baldwin, Richard and Philippe Martin. “Two Waves of Globalization: Superficial Similarities, 

Fundamental Differences.” NBER Working Paper no. 6904. January 1999.
9/18

Ricardian model
Chapters 2-4


“An Elder Challenges Outsourcing’s Orthodoxy,” New York Times, 9 September 2004.



Samuelson, Paul A.  “Where Ricardo and Mill Rebut and Confirm Arguments of 
Mainstream Economists Supporting Globalization.”  Journal of Economic 
Perspectives.  
Summer 2004.  135-146.



Bhagwati, Jagdish, Arvind Panagariya and T. N. Srinivasan.  “The Muddles over 
Outsourcing.”  Journal of Economic Perspectives.  Fall 2004.  93-114.
9/23-9/25
Factor proportions and trade theory: Heckscher-Ohlin 
 Chapters 5-8


*Richard Caves and Ronald Jones, World Trade and Payments, 3rd ed., Chapter 2-4. 
(CJ)


Baicker, Katherine, and Marit M. Rehavi.  “Policy Watch: Trade Adjustment 
Assistance.”  
Journal of Economic Perspectives.  Spring 2004.  239-255.
9/30

Empirical evidence
Chapter 9
10/2-10/7
Extensions and new trade theories
Chapter 10
10/9

Trade: growth and monopoly
     Chapter 11


Richard Caves and Ronald Jones, World Trade and Payments, 3rd ed., Chapter 9.  (CJ)


Thomas Friedman, The Lexus and the Olive Tree, Chapters 5-6.



*Krugman, Paul.  "The Myth of Asia's Miracle."  Pop Internationalism.  Chapter 11.


*Rodrik, Dani.  “The Developing Countries’ Hazardous Obsession with Global 



Integration.”  January 2001.  (Also Foreign Policy (March/April 2001) as “Trading in 


Illusions.”)
10/14

Factor movements; Balance of Payments, MNC’s
Chapters 12 & 19


Friedberg, Rachel M. and Hunt, Jennifer.  "The Impact of Immigrants on 


Host Country Wages, Employment, and Growth."  


Journal of Economic Perspectives.  Spring 1995.  23-44.



Borjas, George.  "The Economic Benefits from Immigration."  


Journal of Economic Perspectives.  Spring 1995.  3-22.


*Borjas, George.  “The Economics of Immigration,”  Journal of Economic Literature,  


Vol. 32, No. 4 (Dec., 1994), 1667-1717.


*Huntington, Samuel.  “The Hispanic Challenge.”  Foreign Policy. March/April 2004.
10/16

Trade and wages 



Freeman, Richard.  "Are Your Wages Set In Beijing?"


 Journal of Economic Perspectives.  Summer 1995.  15-32.


*Wood, Adrian.  "How Trade Hurt Unskilled Workers."


Journal of Economic Perspectives.  Summer 1995.  57-80.


*Feenstra, Robert C.  “Integration of Trade and Disintegration of Production in 


the Global Economy.”  Journal of Economic Perspectives.  Fall 1998.  31-50.
10/21

FIRST EXAM
10/23-10/28
Tariffs, Non-tariff barriers and subsidies
Chapters 13-14


Feenstra, Robert C.  "How Costly is Protectionism?"



Journal of Economic Perspectives.  Summer 1992.  159-178.


Gresser, Edward, “Toughest on the Poor: Tariffs, Taxes, and the Single Mom,” 


Progressive Policy Institute, Policy Report, 10 September 2002.



Bhagwati, Jagdish.  Free Trade Today, Lecture 2.  (Link to electronic version on 
Moodle)

10/30 

Strategic trade policies
Chapters 15-16


Krugman, Paul.  "Is Free Trade Passe?"


Journal of Economic Perspectives.  Fall 1987. 131-44.


Krugman, Paul.  "Economic Shuttle Diplomacy."  Pop Internationalism.  Chapter 7.


*Robert Baldwin & J. David Richardson, International Trade & Finance, Ch. 8 (BR)
10/30

Regional trade: NAFTA, EU & Globalization: The future of trade policy
Chapter 17


Krueger, Anne.  “Are Preferential Trading Arrangements 
Trade-Liberalizing or Protectionist?”  


Journal of Economic Perspectives.  Fall 1999. 105-24.



Krugman, Paul.  "The Uncomfortable Truth about NAFTA."  Pop Internationalism. 


Chapter 10.


Bhagwati, Jagdish.  Free Trade Today.  
Lectures 3. (Link to electronic version on Moodle)

11/4

CASE DISCUSSION: Revving up for Relief: Harley-Davidson at the ITC
11/6

CASE DISCUSSION: Brazilian Informatics and the United States:


Defending Infant Industry Versus Opening Foreign Markets


Bruton, Henry J.  “A Reconsideration of Import Substitution.”  


Journal of Economic Literature.  June 1998.  903-936. 
11/11-11/13
SIMULATION: United States International Trade Commission (ITC) Case
11/18

CASE DISCUSSION: Sweatshops
Chapter 18


Letter to University Presidents regarding anti-sweatshop campaigns, July 2000.



(Additional resources available at Academic Consortium on 



International Trade (ACIT): http://www.fordschool.umich.edu/rsie/acit/)


John Miller, "Why Economists Are Wrong About Sweatshops and the



Antisweatshop Movement,"
 Challenge, January/February 2003.


*Brown, Drusilla.  “Labor Standards:  Where Do They Belong on the International



Trade Agenda?” Journal of Economic Perspectives.  Summer 2001.  89-112.


*Kapstein, Ethan.  “The Corporate Ethics Crusade.”  Foreign Affairs.  80(5).  
September/October 2001.  105-19.
11/19

PAPER DUE IN CLASS
11/23 

FINAL EXAM 7:00-9:30 p.m.  (Sunday)



