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A Message for Chinese Instructors

in International Economics

In my lectures at the Shanghai University of Finance and
Economics, and in the written record of those lectures, my ob-
jectives were necessarily limited. T had just four weeks at my dis-
posal. In the time available, I could not pretend to provide a
broad introduction to the subject matter of international econo-
mics. Instead I focussed on three broad and overlapping
themes: '

(a) Theinterdependent nature of the world economy and the
need to think about it in terms of formal general-cquilibrium
models.

(b) The relevance of formal cost—benefit analysis to debates
about Chinese economic policy. ,

(c) The potentially high rate of return to the use of elcmen-
tary mathematics (including the calculus and lincar algebra) in in-
ternational economics. I believe that Chinese instructors will
serve their students and their country best if they harp on the

same themes.

The fact remains that, for a comprehensive exposition of in-
ternational economics, instructors must look elsewhere. For the
time being they will perforce rely on translations of one or the
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other of the many excellent western te)éts curreﬁtly available. (I
list several texts at the end of this message. ) However all such
texts are deficient in their lack of attention to Chinese history,
institutions and problems. It is highly desirable that a genuinely
Chinese textbook be written and I hope that some of the young
Chinese graduates of western universities, now returning to
China in considerable numbers, will find that to be an agreceable
task.

Elcmentary Textbooks

Caves, R.E. and Jones, R.W. (1988), World Trade and Pay-
ments, 4th ed. Boston: Little Brown.

Ethicr, W. (1988), Modern International Economics, 2nd ed.
New York: W.W. Norton. '

Advanced Textbooks

Dixit, AK. and Norman, V.D. (1980), Theory of Interna -
tional Trade, Cambridge: Cambridge University Press.

Jones, R.W. and Kenen, P.B. (1984), Handbook of Interna-
tional Economics, Vol.l, Amsterdam: North—~Holland.

Kemp, M.C. (1969), The Pure Theory of International Trade
and Investment, Englewood Cliffs, N.J.: Prentice-
Hall.

Takayama, A.(1972), International Trade: An Approach to the
Theory, New York: Holt, Rinehart and Winston.

Woodland, A. (1982), International Trade and Resource Alloca-
tion, Amsterdam: North—Holland.
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PREFACE

The following pages are a distillation of lectures given at the
Shanghai University of Finance and Economics during five weeks
of July and August 1987, undecr the auspices of the Chinese Uni-
versity Development Project II. Most of those in the audience
were young Chinesc graduate students and instructors drawn
from tertiary institutions across the country. The purpose of the
lectures was to convey some notion of the scope and methods
(and limitations) of the “western” theory of international trade
and investment. It is hoped that in their published incarnation
the lectures will serve a further purposc in easing the transition to
the revised university curriculum in economics.

What is offered is an introduction to intcrnational economics
for Chinese students who have mastercd markct cconomics at the
“principles” lcvel, have studied the multi—variate calculus and
lincar algebra and, most important, have lcarncd to apply their
mathematics in their economics. Itis an introduction, not an
elementary survey. As in the orginal lecturcs, the emphasis is on
scope and mcthod. Thus it is hoped that,by means of simple exer-
ciscs in modcl—building and —manipulation, rcaders will learn to
appreciate the interdependent or “feedback” nature of the world
cconomy. And it is hoped that they will obtain a feel for the com-
plicated cost—benefit calculations which must inform public deci-
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sion—making in an open cconomy. On the other hand, the tradi-
" tional thecorems of descriptive tradc thcory (the Heckscher—
Ohlin, Stolper—Samuclson, Rybczynski and Factor Price
Equalization Thcorems) are omitted altogether not because they
arc incapablc of providing a Chincse student with insights into
the working of thec world cconomy but becausc they belong to the
supcrstructure of intcrnational economics, not to its founda
tions; and the traditional but fruitless debate concerning the ul-
timate determinants of tradc patterns has been relegated to a brief
appendix (Appendix 1).

Chapters are divided into numbered scctions. If refcrence is
made from onc chapter to a scction of another chapter, both
chapter number and scction number arc cited; for example, Scc.
4.2 is the sccond scction of the fourth chapter. Similarly, cq.
(5.10) is the tenth numbered equation of the {ifth chapter.
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