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PREFACE

Although Americans have gained a better understanding of their domestic econ-
omy since World War II, knowledge of international economics has remained
limited. In recent years, however, international economic matters frequently oc-
cupied the financial headlines, if for no other reason than the profound effect
they have on the domestic economy. As the domestic and global economies have
become closely intertwined, attention is often focused on the world markets.

This book provides a simplified yet comprebensive analysis of international economic
relations, with the fundamental objective of extracting maximum policy insight from a
minimum number of theoretical constructs. Written for students with only one or
two previous courses in the principles of economics, it is designed primarily as a
basic text for a one- or two-term undergraduate sequence in international eco-
nomics. Although the volume contains analytical tools, the material is arranged
so that the theoretical sections may be omitted and the main text also used in
policy-oriented non-economics courses. Finally, the book is useful as supple-
mentary reading for students of international relations and business administra-
tion, as well as for economics students in money and banking courses.

Throughout the book, each subject is expounded verbally before any use is made of
analytical tools beyond simple supply and demand curves. Whenever technical terms
and tools are needed, they are carefully explained. Although the focus is on pol-
icy, the necessary theoretical underpinnings are fully presented.

Part One of the book addresses international trade and commercial policy,
while Part Two is devoted to international financial relations. But the two parts
are interchangeable and may be studied in either order. Each chapter concludes with
a chapter Summary, a list of Important Concepts, and Review Questions. The ap-
pendices, which contain more complex formulas and theoretical material, are set at
the end of each chapter.

*  All topics have been thoroughly updated, and many examples come from the
years 1995 to 2013. Statistical data were bought up to 2010 and 2013.

*  Certain technical sections can be skipped without loss of continuity. These
sections are featured as Additional Insights boxes and are clearly set apart
from the text, allowing instructors to cover important concepts in more de-
tail. Still more complex theoretical analyses appear in the appendices.

*  Relevant bibliographical material is contained in footnotes rather than end-
of-chapter notes. This arrangement relates additional readings to specific
subsections and makes them useful for instructors who wish to assign term
papers. Most of the references are selected at a level accessible to undergrad-
uate students. Instructors wishing to assign book reviews will find sources of
books dealing with policy matters in the footnotes, as well as in the bibliog-
raphy at the end of this book.
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*  Sources of widely used statistical information and reviews of current devel-
opments are also offered at the end of the book, along with a list of readers
for supplementary readings. Also included is a list of twenty-three useful websites.

* A feature included here is a running glossary, presented in the margin of
the text page. It contains definitions of the concepts outlined in the text, as
well as occasional short summaries and points of emphasis where these seem
necessary. The glossary should help the student to review and digest the
material in the text.

The entire foreign exchange explanation is couched in terms of the euro-
dollar exchange rate. That includes not only Chapters 11 and 12, but also the
analysis of depreciation in Chapter 14, the examples of comparative advantage in
Chapter 2, as well as other sections. But end-of-chapter questions enable the in-
structor to use pound-dollar or yen-dollar relation in the explanation or home-
work. Needless to say, the euro and the European Central Bank are introduced
in a meaningful manner along with their advantages and limitations.

Special features of the euro, its history, and fluctuations during 1999-2009
are outlined in Chapter 16, while recent currency crises are covered at the end of
Chapter 17, where the review of global developments is brought up to 2013.

Many of the issues discussed are drawn from the years 1995-2012, including
but not limited to, the following new topics:

*  The 2008-2009 global recession that began in the United States

* The emergence of China and India as major actors in the global economy

* Global economic imbalances, including the U.S. current account deficits
and China’s surpluses

*  Globalization and its various ramifications, including the issue of job out-
sourcing

* The trend toward regional trading arrangements

* The controversy over China’s currency regime

* In conjunction with Japan’s recent past, Chapter 17 explains why deflation is
dangerous

* The U.S. tariff on steel in 2002 and its effects

*  Abolition of the long-term textile agreement and its implication for the up-
surge of China’s textile exports in subsequent months

* Trade disputes, including the U.S.—EU disputes over state subsidies to Air-
bus and Boeing; and over the “Byrd Amendment”

* The decline in the exchange value of the dollar in 2003-2009

The decline and subsequent rise in the exchange value of the euro since its

introduction in 1999

Euro area sovereign debt crisis

Recent trends in direct foreign investment

Transatlantic Trade and Investient Partnership

Korea-U.S. Free Trade Agreement

Recent trends in outsourcing

Value-added trade

Time costs and supply chain uncertainty as trade barriers
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