Syllabus for: 
IM520-International Economics, 4-5:30 M-W, MG100, Spring 2008
Instructor: Robert McCleery

Office: Rm. 217, McCone (NOT McGowan!) Building 
Contact Info: 
Phone--(831) 647-4624, e-mail (best)-- Robert.McCleery@MIIS.edu
Office Hours: MW 2-3, T/TH 4-5 and by appointment. Feel free to talk to me right after class as well to resolve questions immediately!
Prerequisite: Managerial Economics (IM 561) or basic knowledge of the principles of micro and macro economics, demonstrated by passing the IPS or IM economics placement exam, or equivalent class or classes at another school within the last three years, with a B- grade or better.
.  
Course objectives:  

1) Provide a comprehensive introduction to the concepts of international economics.

2) Enhance the understanding and application of economic principles and models in an international and general equilibrium context.

3) Indicate how standard economic principles and reasoning must be modified in the international context in maximizing profits and managing risk.

4) Develop theoretical tools to better understand current international issues and to better evaluate alternative policy options and their impacts on business.

5) Understand the basic mechanics of international commerce, including trade in goods and services, currency and bond trading, etc. 

6) Acquire basic “international economic literacy,” with which you can read and understand the Financial Times, the Economist, and other important information sources.  

Course Materials:

Required materials: 

1. Course reader, available approximately Feb 1 from office services (Casa Fuente).  

2. The Financial Times: Discount 15-week subscriptions to the Financial Times are available through the instructor.  Free copies are usually available on the third floor of McGowan, M-F or in the library.  Articles of special interest will be flagged for discussion by the instructor, but any student is welcome to post their comments on any article they feel is particularly interesting or important.  

Recommended reading: Several international economics texts and sites can be helpful.  The theory presented in the course most closely follows Krugman and Obstfeld’s International Economics: Theory and Policy 5th or later edition. Carbaugh’s International Economics text (9th or later edition) does the best job of connecting the various theories to real-world cases and policy debates.  Students are encouraged to read other articles in the Economist, Asian Wall Street Journal, or other top publication dealing with current international economic issues in their area of regional interest.

Course format:  This is a 15-week course, with three hours of class time and from four to eight hours of additional effort on-line, in groups, study and reading, or other form per week. The course material is organized into four multi-module sections, supplemented by group problem-solving and on-line discussions.  Powerpoint slides, interactive media elements, and other information and links are made available each week, covering that week’s module(s).  All modules, once posted, will remain up until the conclusion of the section.  Group problems will be assigned, with a rotating group rapporteur/spokesperson forwarding answers to the instructor for editing and posting to the course conference.  Each section concludes with a quiz, to determine if course objectives are being met.  

Evaluation:

Grading will be based on four closed-book quizzes (20% each) and class participation (20%).  Note that class participation is not possible without class attendance.  In class, you may be given in-class or homework assignments, given or notified about additional required reading assignments, notified of changes in the schedule below, etc. The class participation grade will reflect: 1) Participation, especially as rapporteur, in in-class group projects and homework, 2) Responses to questions directed to you in class, 3) Identifying and briefly summarizing an article relevant to current class topics, 4) Posting comments on and links to interesting articles and sites to our class conference, and 5) Voluntary contributions to class discussion, roughly in that order of importance.  Check the class conference regularly. Read and follow the protocols posted.
Other course policies:

Students are responsible for covering the material by the date indicated.  By enrolling in this class, all students signify that they have read and understand the MIIS honor code and agree to follow it.  Great care will be taken to ensure the privacy of grading information, etc.  Questions e-mailed directly to the instructor may be answered with a cc to the course conference if the instructor feels that the question and answer are of general interest to the class.  FAQs may be developed from course conference material and individual student questions.  If, for any reason, you do not want to be identified as the author of a particular question, please indicate so in your e-mail.  

Friday review sessions are not mandatory.  No new material will be covered; the intent is to give feedback to individuals and small groups in a hands-on, problem solving environment.
Course Schedule:
Topics, with planned lecture and quiz dates:

Intro to international economics and globalization

1/21
Section 1--Basic Trade Theory, Extensions, and Trade Policy

Ricardo, comparative advantage, trade and wages

1/23



Increasing costs, specific factors, and trade


1/28

Factor endowments and 2X2X2 Heckscher-Ohlin theory
1/30


Introduction to the standard trade model


2/4

Extensions of the standard trade model


2/6
Economies of scale and non-competitive markets

2/11, 2/13
Optional Friday Review session 1



2/15
Quiz 1—Trade theory




2/18
After completion of this section, you should be able to: 
1. Build a vocabulary of international economics terms to better understand news stories and professional papers and better express your own ideas to professional economists

2. Understand the motivation for and basic workings of trade models

3. Trace how different assumptions lead to different results
4. Appreciate the complexities of the impact of trade on economies, social groups, and individuals

5. Choose an appropriate model to analyze a particular policy question or problem

6. Recommend a policy option in response to that question/problem, based on the use of an appropriate model

7. Read everything from research papers to op-ed pieces on trade and determine what models/assumptions the writers has in mind and judge the validity of their conclusions

Standards: Minimum competency (grade of C) means you demonstrate general knowledge of most of the international economic terms introduced in this module and can understand and manipulate standard models, with occasional errors.  Competency (grade of B) means you understand and can use the vocabulary of international economics, can set up, manipulate, and interpret the results of the standard models, but may have trouble customizing models to new situations.  Mastery (grade of A) means that competency is displayed, as above, but you also show the ability to relate concepts and models to each other and to broader policy issues, and can customize the models to reflect situations not covered in lectures.  Failure to display minimum competency will result in a grade below a C.  

Section 2—Factor movements and trade policies

Factor movement and multinational companies

2/20 


Tariffs and other trade policy instruments


2/25, 2/27



Lobbying and protection




3/3
Preferential Trade Agreements



3/5 

 
SPING BREAK! March 10-14--enjoy

Industrial policy in developing and advanced countries
3/17 



Quiz 2—Trade policy 




3/19


After completion of this section, you will be able to: 

1. See why workers and firms cross national borders, and understand the impacts of these movements on sending and receiving countries and multination firms
2. Understand the motivation behind trade restrictions

3. Know the different tools used to restrict trade and their impact on an industry, as well as the distributional consequences for society
4. Understand the different types of preferential trade agreements and how they impact member countries, trade patterns, and trading opportunities
5. Understand the costs that subsidies impose on society and the world, see how likely they are to achieve their goal, and be able to analyze potential alternatives to both subsidies and trade restrictions that may achieve a particular goal at a lower social cost.  

Section 3--Topics in Open Economy Macroeconomics and International Finance

Macroeconomics, Balance of payments accounting 

3/24
Exchange rates and the foreign exchange market 

3/26



Money, interest rates and exchange rate determination
3/31, 4/2



Output and the exchange rate in the short-run

4/7, 4/9
Optional Friday review session 2



4/11


Quiz 3—BOP, exchange rates and OEM*


4/14
After completion of this section, you will be able to: 

1. Know the basics of national income and balance of payments accounting
2. Understand the motivation and mechanics of currency speculation
3. Be able to compare total returns in different markets and pick the “best” investments
4. Follow and to some extent anticipate exchange rate movements, policy changes and interventions, and market actions like the carry trade

Section 4—Alternative exchange rate systems and global financial markets

Money supply, price level and the long-run exchange rate 
4/21, 4/23
Fixed and pegged exchange rate systems


4/28



The international monetary system



4/30



Macroeconomic policy coordination under floating rates
5/5


Global financial markets, EMU and dollarization

5/7
Early option for Quiz 4




5/9

Quiz 4—Exchange rate systems



5/12



After completion of this section, you will be able to: 

1. Understand and anticipate the actions of macroeconomic policymakers

2. Understand the costs and benefits for business of alternative exchange rate policies and systems
3. Know how to incorporate default risk into the calculations of total returns

Important Dates: Check the MIIS academic calendar for drop/add information, etc.

