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Preface

I his is the first edition of a text for a one-semester course in interna-

tional economics for undergraduate economics and business pro-
grams whose students have only one or two courses in principles of
economics. The aim of this text is to provide the student with an introduc-
tion to the field of international economics using many real-world case
studies. This is to point out to the student the relevance and importance of
studying international economics. The text seeks to explain how the world
economy works, the major benefits that it provides to people and nations,
and the most serious problems that it faces, all in a clear and realistic way
that students with a limited background in economics can understand.

CHALLENGES FACING THE WORLD
ECONOMY TODAY

The text sets out to present a simple but comprehensive, up-to-date, and
clear exposition of the principles of international economics. These princi-
ples are essential for the understanding, evaluating, and solving the impor-
tant issues facing the United States and the world today.

These issues include:

1. The restrictions on the flow of international trade that remain high and
the breaking up of the world into several major trading blocks.

2. The globalization of capital markets which has led to volatile exchange
rates, unstable financial conditions, and erosion of governments’ control
over domestic monetary matters.
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3. The frequent financial and economic crises in developing, emerging, and
transitional economies that threaten the stability of the entire interna-
tional monetary system.

4. The high structural unemployment and slow growth in Europe, as well as
a decade long economic crisis in Japan, that dampen the growth of world
trade and the word economy, leading to many trade disputes.

5. The rapid technological changes, globalization, and increased interna-
tional competition that are causing widespread downsizing and job inse-
curity in the United States, even under low unemployment rates.

6. The restructuring of the transition economies of Central/Eastern
Europe and the former Soviet Republics that is not proceeding as evenly
and as rapidly as expected. This presents a challenge for the entire
world.

7. The deep poverty in many developing countries and the widening inter-
national inequalities that pose serious moral, political, and developmen-
tal problems in the world today.

ORGANIZATION OF THE BOOK

The book is organized into six parts. Part One (Chapters 2-4) deals with
trade theory (i.e., the basis and the gains from trade). Part Two (Chapters 5
and 6) deals with trade policy (i.e., obstructions to the flow of trade and
their effects). Part Three (Chapters 7-9) examines economic integration,
economic development, and international resource flows. Part Four (Chap-
ter 10-12) deals with the measurement of a nation’s balance of payments,
foreign exchange markets, and exchange rate determination. Part Five
(Chapters 13-14) examines open-economy macroeconomics or the relation-
ships between the domestic economy and the rest of the world. Part Six
(Chapter 15-16) examines the operation of the present international mone-
tary system. In a typical course in international economics, instructors may
drop the chapters in Part Three, leaving 12 chapters plus the introductory
material. This will allow them to cover one chapter per week during the
course.

For the Student

o An example is utilized in all chapters that deal with the same basic concepts dis-
cussed in the text. This feature is unique to this text. For example, the same
graphical and numerical model is used in all chapters from Chapters 2
through 6 (the chapters that deal with trade theory and policy). This
greatly reduces the real burden on the student, who will not have to start
with a new example every time.
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Actual numbers are used in the examples and the graphs are presented on scale.
This makes the various concepts and theories more concrete, accessible,
and pertinent to the student. It also makes the graphs easier to read and to
understand.

There are 81 case studies (from three to six per chapter) that show the rele-
vance and importance of international economics.

The sections in each chapter are numbered for easier referencing. All of the
graphs and diagrams are carefully explained in the text and then summa-
rized in the captions.

The judicious use of color and shading enhances the readability of the text
and aids the student in understanding the principles involved.

Each chapter includes:
Learning Objectives

Key Terms that are introduced in bold-face type with their definition
appearing in the margin. A glossary of all these terms is provided at the
end of the book.

Concept Checks that summarize the most important concepts introduced
in the text. Being able to use these questions in studying helps the student
in the learning process.

A Summary paragraph that reviews each section of the text.

Review Questions and Problems that ask the student to calculate a spe-
cific measure or explain a particular event.

Appendices that develop more difficult material than what is presented in
the chapter.

Selected Bibliographies that are included along with specific mention of
the topics they deal with. An authors index is included at the end of the
book for reference.

An INTERNet section at the end of each chapter that provides Internet
site addresses or links to data sources, information, and analyses of the
topics presented in each chapter. This shows the student how to access
and use the wealth of information available on the Internet.

Also included are:

A Website for the book that presents additional examples, cases, and the-
oretical points and includes questions, as well as problems, that can be
answered or solved using the Internet. The Website will be continuously
updated to reflect important new developments in the international econ-
omy as they unfold.

A Study Guide that is prepared by Professor Arthur Raymond of Muh-
lenberg College is available for students. This provides the student an
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extensive review of key concepts, numerous additional illustrative exam-
ples, and practice problems and exercise sets.

¢ A Schaum Outline on the Theory and Problems of International Economics (4th
edition, 1996), prepared by the author, that can be purchased in most book-
stores. This provides a problem-solving approach to the topics presented in
the traditional way in this and other international economics texts.

For the Instructor

¢ An Instructor’s Manual, prepared by the author, is available which
includes chapter objectives and lecture suggestions, answers to the end-
of-chapter problems, a set of 15 multiple-choice questions with answers,
and additional problems and essays for each part of the text.

* Transparency masters for all the figures and tables in the text are available
in the Instructor’s Manual.

e PowerPoints for each chapter, prepared by Professor Dale DeBoer of the
University of Colorado.
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