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Course Objectives

This course will provide students with the abil

1ty to conduct and evaluate economic

analyses of policy issues relating to international trade. The course begins with a

discussion of the reasons why countries trade.

[t proceeds to a discussion of the

arguments for and against protection and managed trade. We study the effects of
different trade policy instruments. Then we discuss the issues that arise in the

design

of policy for declining, import-competing industries, and for dynamic, export

industries.
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Course Outline

1 ~ Why do countries trade?
(1) Inter-industry trade: endowments, tastes, and technology
(2) Intra-industry trade: economies of scale and imperfect competition
2 ~ The positive and normative theory of protection
(1) Tariffs and resource allocation
(2) The first-best monopoly tariff
(3) Tariffs to extract monopoly rents
(4) Quantitative restrictions
(5) Voluntary export restraints
(6) Administered protection
(7) How costly is protection?
3 ~ Managing industry decline
(1) Trade policy and income distribution
(2) Trade policy and unemployment
(3) Trade policy and adjustment issues
(4) The political economy of trade policy
4 ~ Promoting profitable industries
(1) Trade policy and oligopoly profits
(2) Infant industries: dynamic externalities and economies of scale
(3) Infant industries: capital market imperfections
5 ~ Economic integration
(1) Theory of customs unions
(2) The north american free trade agreement
6 ~ Trade and the environment
7~ Trade and labor rights
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Resources Required (e.g. qualifications and expertise, instrument and equipment, etc.)

Course Requirements and Suggested Teaching Methods

The requirements for the course include: a number of problem sets and short
essays; preparation of background materials for, and participation in, an in-class
discussion on one of the current policy topics; and a final examination.
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