ECON 4415 International trade – 2004

Per Botolf Maurseth and Arne Melchior, NUPI (Norwegian Institute of International Affairs)

Tentative plan for the course and readings (see attached list of readings). 

Revised, 18 February 2004 

A major aim of the course is to combine teaching of theories of trade with discussions on the practical and empirical relevance of the models. Theoretically, the course covers neoclassical and new trade theory, recent theories of economic geography and agglomeration, some models of international investment, and aspects of new growth theory that are related to the international trade agenda. In addition to the readings indicated below, lecture notes will be provided on most issues, and web sources will be suggested to students with an interest for particular topics. Compared to earlier courses, an effort will be made to cover more extensively the institutions involved, particularly the WTO. 

Lecture 1, 20 January: Introduction + The World Trade Organisation (Melchior)

Reading: Hoekman and Kostecki 2001, Chapters 1.1, 1.4, 1.5, Chapter 2, Chapter 12.

Lectures 2-3, 27 January and 3 February: Factor-based trade and the HOS trade model (Melchior)

Reading: Jones 1965. 

Supplementary reading: Helpman and Krugman 1985, Introduction and Chapter 1.

Lectures 4-6, 10, 17 and 24 February: Trade with monopolistic competition (Melchior)
Reading: Helpman and Krugman 1985, Chapters 6, 7.1-7.3, 8.1-8.4, 10.4, Lancaster 1982.

Supplementary reading: Dixit and Norman 1980, Helpman and Krugman 1985, Chapters 2 and 5, Krugman 1980, Krugman and Venables 1990, Markusen and Venables 2000.

Lecture 7, 2 March: New economic geography: Agglomeration and industrial clusters (Maurseth)

Reading: Krugman 1991, Chapter 1 and Appendix A.

Supplementary reading: Krugman and Venables 1995.

Lecture 8, 9 March: International trade with oligopoly (Maurseth)

Readings: Helpman og Krugman (1988) Chapter 5, Brander and Krugman (1983).

Lecture 9, 16 March: Factor movements (Maurseth)

Readings: Mundell (1957). Supplementary reading: Norman and Venables 1995.
Lecture 10, 22 March: Multinationals (Maurseth) Note: Change of day, Monday instead of Tuesday!!

Reading: Markusen og Venables (1998)

Lecture 11, 30 March: Trade and growth (Maurseth)

Readings: Dornbusch et al. (1977), Lucas (1988).

Supplementary reading: Grossman and Helpman 1995.

Lecture 12, 20 April: Growth and trade policy (Maurseth)

Readings: Hoekman and Kostecki (2001), Chapter 5, Rodriguez and Rodrik (1999)

Lecture 13, 27 April: The TRIPS agreement (Maurseth)

Readings: Hoekman and Kostecki (2001), Chapter 7, Krugman (1979).

Supplementary reading: Helpman (1993)

Lecture 14, 4 May: Regional trading blocs (Melchior)

Readings: Puga and Venables 1998, Hoekman and Kostecki Chapter 10. 

Supplementary reading: Venables 2003.

Seminar series I (Mondays 15.15-17.00)

Six seminars will be held (on Mondays 15.15-17.00, Room 150 Harriet Holter Building). The plan is to hold such seminars on

9 February: The HOS model (Melchior)

1 March: Trade with monopolistic competition (Melchior)

8 March: Agglomeration/ oligopoly (Maurseth)

29 March: Factor movements/ multinationals (Maurseth) Note: Change of date compared to original plan!!

19 April: Trade and growth (Maurseth)

3 May: Regional trade agreements (Melchior)

Exercises will be given in advance. More details will be provided later.

Seminar series II (Tuesdays 15.15-17)

At the request of students, we will arrange another series of six seminars, on Tuesdays 15.15-17, seminar room 201 Harriet Holter Building. At these seminars, we will supplement the lectures by spending more time on calculus and how results are derived. Some students have signalled that they find some aspects technically difficult, and these seminars have as one particular purpose to address such difficulties.  


The time plan for these seminars is as follows:

9 March: The HOS model (Melchior)

16 March: Agglomeration, oligopoly (Maurseth)

23 March: New trade theory (Melchior)

30 March:  Factor movements/ multinationals (Maurseth)

20 April: Trade and growth (Maurseth)

27 April: (open topic) (Maurseth)

Note: Students may follow both seminar series, if they wish.

Readings

Maurseth, P.B and Melchior, A., 2003, Lecture notes for the course: These will be made available throughout the course, at the department’s website. Since the lecture notes covers some material not covered in other required readings, it is essential that the lecture notes are read. 

Books:

These should be available at Akademika.

Helpman, E. and P. Krugman , 1985, Market Structure and Foreign Trade. Increasing Returns, Imperfect Competition, and the International Economy. Cambridge MA/ London: MIT Press. Required reading: Chapter 2, 6, 7.1-7.4, 8.1-8.4, 10.4.

Hoekman, B.M. and M.M. Kostecki, 2001, The Political Economy of the World Trading System. The WTO and Beyond. Second Edition. Oxford University Press.
Krugman, P. , 1991, Geography and Trade, Leuven/Cambridge MA/London: Leuven University Press/ MIT Press.

Articles (required readings): 

Six out of the following 10 articles are downloadable from the internet for students. The relevant web addresses will be posted at the course website. The remaining four (marked with an asterisk) can be obtained from the economic department office. 

Brander, J. and P. Krugman* (1983) 'A 'Reciprocal Dumping' Model of International Trade' Journal of International Economics, 15, 313-321.

Dornbusch, R, S. Fischer and P. A. Samuelson (1977) 'Comparative Advantage, Trade, and Payments in a Ricardian Model with a Continuum of Goods' American Economic Review, 67, 823-839

Jones, R., 1965, The Structure of Simple General Equilibrium Models, Journal of Political Economy 73: 557-72. Reprinted in Bhagwati, J. (ed.), International Trade, Selected Readings, 2nd edition, London 1987, pp. 30-49.

Krugman. P., 1979, A Model of Innovation, Technology Transfer, and the World Distribution of Income, Journal of Political Economy 87(2): 253-66. Also reprinted in Krugman, 1990, Rethinking International Trade, Cambridge MA/London: MIT Press.

Lancaster, K.*, 1982, Comment, pp. 208-216 in Bhagwati, J. (ed.), Import Competition and Response, Chicago/London: University of Chicago Press.

Lucas, R.*(1988) ‘On the Mechanics of Economic Development’, Journal of Monetary Economics, 22, 1, 3-42. 

Markusen, J. and A.J. Venables, 1998, Multinational Firms and the New Trade Theory, Journal of International Economics 46: 183-203.

Mundell, R.A., 1957, International Trade and Factor Mobility, American Economic Review 47: 321-335. Reprinted in Bhagwati, J. (ed.), International Trade, Selected Readings, 2nd edition, London 1987.

Puga, D. and A.J. Venables*, 1998, Trading Arrangements and Industrial Development, World Bank Economic Review 12(2): 221-49.

Rodriguez, F. and D.Rodrik (1999) Trade Policy and Economic Growth: A Skeptic's Guide to Cross-National Evidence, NBER Working Paper No 7081.

Articles: Supplementary readings

A collection of these will be made available in the Department’s reception so that students may make photocopies.

Dixit, A. and V.D. Norman, 1980, Product Differentiation and International Trade, Chapter 9.3, pp. 281-95 in Dixit, A. and V.D. Norman, Theory of International Trade, Cambridge University Press. Reprinted in Grossman, G.M. (ed.), Imperfect Competition and International Trade, Cambridge MA/London: MIT Press. 

Grossman, G. M. and E. Helpman, (1995), Technology and Trade, in Grossman, G. M. and K. Rogoff (eds.), Handbook of International Economics, vol. 3, Amsterdam: North Holland, 1279-1337.

Helpman, E. (1993), Innovation, Imitation and Intellectual Property Rights, Econometrica, 6, 61, pp. 1247-80.You may download it directly from JSTORE: http://www.jstor.org/cgi-bin/jstor/gensearch
Krugman, P. , 1980, Scale Economies, Product Differentiation, and the Pattern of Trade, American Economic Review 70: 950-959.

Krugman, P. and A.J. Venables, 1990, Integration and the competitiveness of the peripheral industry, pp. 55-77 in Bliss, C. and J. Braga de Macedo (eds.), Unity with Diversity in the European Economy, Cambridge/ London: Cambridge University Press/CEPR.

Krugman, P. and A.J. Venables, 1995, Globalization and the Inequality of Nations, Quarterly Journal of Economics CX: 857-80.

Markusen, J. and A.J. Venables, 2000, The theory of endowment, intra-industry and multi-national trade, Journal of International Economics 52: 209-234. Also available on http://econ.lse.ac.uk/staff/ajv/mvfinal.pdf

Melchior, A., 2002, Sunk Costs in the Exporting Activity: Implications for International Trade and Specialisation. Norwegian Institute of International Affairs, Working Paper No. 634 (available on http://www.nupi.no/IPS/filestore/NUPIwp634.pdf) .

Norman, V.D. and A.J. Venables, 1995, International Trade, Factor Mobility, and Trade Costs, The Economic Journal 105: 1488-1504.

Venables, A.J., 2003,Winners and Losers from Regional Integration Agreements, The Economic Journal 113: 747-761. Also available on http://econ.lse.ac.uk/staff/ajv/research_material.html#abjpap5

