
B.E. International Program
Faculty of Economics, Thammasat University


Course Outline
EE 451: International Trade Theory and Policy
Semester 1/2012 (August 14 – December 1, 2012)

Number of credits:    	 	3 credits

Lecture Time:	 	Monday, 9:00 AM – 12:00 PM 

Lecture Venue:           	Room 203, Faculty of Economics

Instructor:			Dr. Nessara Sukpanich 
    				Office: Room 463, Economics building
				Office hour: Monday 1.30 – 2.30 PM or by appointment

Course Description:   

[bookmark: top]International trade theories; Basic factors for international trade; Outcomes from trade, such as production outcome, commodities price, resource allocation, and factors of production price; The analysis of the policies and regulations in international trade; The economic integration; Foreign investments.
Prerequisite:	EE311

Main textbook:
Appleyard, D.R.; A.J. Field, Jr.; and S.L. Cobb (2010) International Economics, 7th ed., McGraw-Hill: Singapore. (AFC)

Topics

1. Introduction                                                                                          (1.5 hr.)
1.1 Scope of International Economics
1.2 Merchandise Trade and Trade in Services
Read: AFC ch.1

2. Early Trade Theories and the Classical Trade Theory                        	(6 hr.)
2.1 Mercantilism
2.2 Classical Trade Theory
2.3 Principle of Absolute Advantage --- Adam Smith 
2.4 Principle of Comparative --- David Ricardo
2.5 Extensions and Tests of  the Classical Trade Model
2.6 Explanation of Classical Trade model by Neoclassic Tools
Read: AFC ch.2-4

3. Neoclassical Trade Theory                                                                           (4.5 hr.)
3.1 Basic Tools
3.1.1 The Theory of Consumer Behavior
3.1.2 The Production Theory
3.1.3 The Edgeworth Box Diagram and The Production Possibility Frontier
3.2 Gains from Trade in Neoclassical Theory
3.2.1 Autarky Equilibrium
3.2.2 Production and Consumption Gains from Trade
3.2.3 Offer Curves and Terms of Trade
Read: AFC ch.5-7

4. Factor Endowments and the Heckscher-Olin Model	                             	(9 hr.)
4.1 Assumptions
4.2 Factor Abundance Concept
4.3 Factor Intensity Concept
4.4 Relationship between Relative Factor Price and Factor Proportion
4.5 Relationship between Relative Product Price and Relative Factor Price
4.6 Relationship between Relative Product Price, Relative Factor Price and Factor Proportion
4.7 The Heckscher-Olin Theorem
4.8 The Factor Price Equalization Theorem
4.9 Heckscher-Olin Theorem under Factor Intensity Reversal Case
4.10 The Stolper-Samuelson Theorem
4.11 Empirical Tests of the Heckscher-Olin Theorem
4.11.1 The Leontief Paradox
4.11.2 Suggested Explanations for The Leontief Paradox
Read: AFC ch.8-9

5. Alternative Theories and Intra-Industry Trade                                                (6 hr.)
5.1 Specific-Factors Model
5.2 Economies of Scale
5.3 Dumping
5.4 The Imitation Lag Hypothesis and The Product Cycle Theory
5.5 The Linder Theory
5.6 Gravity Model
5.7 Intra-Industry Trade
Read: AFC ch.10

6. Trade Policy                                                                                             (9 hr.)
6.1 Trade Policy Introduction and Types of Policy Instruments
6.2 Protection
6.3 Analysis of the Impact of Trade Policies
6.3.1 Import Tariffs
6.3.2 Import Quotas
6.3.3 Voluntary Export Restraints (VER)
6.3.4 Subsidy to Import Competing Industry
6.3.5 Export Tax
6.3.6 Export Subsidy
6.4 Other Effects of Protection
6.5 Import Tariffs and Import Quotas 
Read: AFC ch.13-16

7. International Trade Institution and Economic Integration                   (4.5 hr.)
7.1 Types of Economic Integration
7.2 The Static Effects
7.2.1 Trade Creation and Trade Diversion
7.2.2 The Second Best Theory
7.3 The Dynamic Effects
Read: AFC ch.17

8. International Factor Movement                                                              (3 hr.)
8.1 Capital Movement
8.2 Labor Movement
Read: AFC ch.12

9. Economic Growth and International Trade	                                        (3 hr.)
9.1 Classifying the Trade Effects of Economic Growth
9.2 Sources of Growth and the Production-Possibilities Frontier
9.3 Factor Growth, Trade and Welfare
9.3.1 The Small-Country Case and the Rybczynski Theorem
                  9.3.2 The Large-Country Case
Read: AFC ch.11
Evaluation:	
	Assignment		10%
	Midterm Exam	35%
	Final Exam		55%

       
Important Dates:
Classes Begins 			August 14, 2012
Adding and Dropping Courses 	August 14 – 28, 2012
Midterm Exam Period 		October 1 – 6, 2012 (No Lectures)
Midterm exam			Monday October 1, 2012, 9:00-10:30 am
Course Withdrawal with “W” 	October 17 – 22, 2012
Class Ends 				December 1, 2012
Final exam				Wednesday December 6, 2012, 9:00AM-12:00PM
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