James Madison University
             
 Instructor: Dr. Bob Horn 

Summer 2008


    
  

ECONOMICS 270: An Introduction to International Economics 

      


The purpose of the class is to introduce students to economic, historic, social, and political factors as they relate to the global economy.  Of particular interest this term will be the European Union and the common currency, the Euro. 

  


We begin by developing an understanding of some basic economic theories and concepts concerning international trade and finance.  We review and discuss the laws of absolute and comparative advantage and show why and how specialization and trade is mutually advantageous to the countries involved.  We start with a relatively simple model and then progress to more sophisticated trade models. 

  


Once we have a basic knowledge of trade theory, we use the theory to look at the role of tariffs and quotas.  We analyze the economic impacts of tariffs and quotas, explain trade policies and discuss why most economists are in the free trade camp. 


  

With some trade theory under our belts, we proceed to discuss international economic policy issues. We begin with a review of the pros and cons of economic integration as well as historical, political and sociological implications.  We then take a look at some of the more important movements towards greater economic integration, beginning with North America.  We then turn our focus towards European integration and the widening euro-zone.  We next take a selective look at other regions including Latin America, Asia and the formerly socialist countries of East Europe. 

  

After Trade theory, we move on to discuss international finance and exchange rate determination.  We endure a bit of national income accounting before we move on to exchange rate determination. Why is the Euro currently above the dollar after being worth much less than a dollar a few years ago?  What factors determine exchange rates and how do they change over time?  What are some of the institutions, which play an active role in foreign exchange markets?  


We wind up discussing macroeconomic policy making in the context of an open economy.

Readings: 

  

Sawyer, Charles and Richard Sprinkle. International Economics, second edition. Prentice-Hall, 2006  (S&S)

  

Roberts Russell. The Choice: A Fable of Free Trade 

and Protectionism. Third Edition, Prentice Hall, 2007. 

  
Course Outline 

  

 I. An Introduction to International Economics: US perspectives (S&S 1; Roberts 1, 2) 

  

II. Why Nations Trade: Comparative Advantage and some trade models 

(S&S 2; Roberts 3,4,5) 

  

III. More Advanced Trade models (S&S 3, 4: Roberts 6) 

  

 IV. The Political Economy of Tariffs(S&S 6; Roberts 7) 

  

  V. Non-tariff Trade Barriers: Quotas, “Voluntary” Restraints, Dumping, etc. (S&S 7; Roberts 8) 

  

 VI. Issues in Trade: Institutions, Policies and Nations 

     (S&S 8, 9 selected parts; Roberts 9, 10) 

 

VII. What Goes Where: A Primer on International Finance 


(S&S 11, 12; Roberts 11) 

  
VIII. Exchange Rate Determination: Basic Model (S&S 13; Roberts 12) 

  

 IX. Exchange Rates: The Long and Short Run (S&S 14, 15)

  X. Open Economy Macroeconomics (S&S 16, 17; Roberts 13, 14) 

  

 XI. Fixed Exchange Rates and Currency Unions (S&S 18, 19, 

Roberts 15, 16)

  

Requirements: 

  

EXAMS: 

  

We will have three in class exams and a final this summer. 

  

CLASS PARTICIPATION: 
  

Some classes will have a short (15 minute) quiz at the beginning. Questions and topics may be based on the previous class discussion, assigned readings, and current international economic events. 

  

You are expected to be prepared when you come to class. A FULL LETTER GRADE is based upon your active intelligent participation in class (this includes quizzes). Students, who miss class, attend but are not pro-active in class or exhibit rude behavior in class, will be severely penalized. 

  
Missing a single class during the summer is like missing an entire week during the semester.  Missing even a part of class will cost you one half letter grade or more!

Grading: 
  


  
Topics 


Exam 1:
I, II, III


20% 


Mid-term:  Ex 1 + IV, V, VI

25% 


Exam 3:
VII, VIII, IX

20% 


Final
Ex:   3 + X, XI 


25% 

  


Quizzes, Intelligent Participation 10% 


Total





100% 

  

Bob’s office hours: by appointment before or after class.
Office: COB 441, x 83219 web: cob.jmu.edu/hornrn 

e-mail: hornrn@jmu.edu   
Office hours are your times! Don’t hesitate to come by if you have questions, need help or want to discuss things.  
