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PREFACE

The international economy has undergone dramatic changes during the past
decade, deeply affecting the lifestyles of people in the United States and
around the world. Flexible exchange rates replaced fixed exchange rates;
petroleum prices rose sharply, contributing to world-wide inflation and
recession; free trade has come increasingly under attack by powerful protec-
tionist forces as nations attempt to protect domestic jobs against imports;
and developing nations are calling for a new international economic order.
In this rapidly changing world, the United States has often been caught up
in events that significantly affected its well-being but which were to a large
extent beyond its control.

The main objective of this text is to present a comprehensive, up-to-
date and clear exposition of the theory and principles of international eco-
nomics that are essential for understanding and evaluating the international
economic problems and issues of the 1980s.

International economics textbooks can generally be grouped into two
broad categories. One category is supposedly directed at both undergradu-
ates and graduate students, but utilize many tools of analysis that few un-
dergraduates are familiar with. The second category of textbooks came into
existence as a reaction to the often excessive difficulty of the first group.
However, in their attempt to simplify the material, these texts have thrown
out many essential concepts and theories.

This text attempts to overcome both shortcomings. It presents all of the
principles and theories essential for a thorough understanding of interna-
tional economics. It does so on an intuitive level in the text itself, while
presenting more rigorous analysis in the appendices at the end of most
chapters. Thus, the book is designed for flexibility.

Audience and Level

In the typical one-semester undergraduate course in international econ-
omics, instructors would probably want to cover the ten core chapters (2-3,
3, 8, 13-17, 20) and exclude the appendices. The many examples and real
world cases discussed also makes the text very suitable for international
economics courses in business programs. In first-year graduate courses in
international economics and business, instructors may want to cover the
appendices also and assign readings from the selected bibliography at the
end of each chapter.
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Organization of the Book

The book is organized into four parts. Part I (Chapters 2-7) deals with the
pure theory of international trade. Part II (Chapters 8—12) deals with com-
mercial policies. Part IIT (Chapters 13 and 14) deals with foreign exchange
markets and the measurement of a nation’s balance of pavments. Part TV
(Chapters 15-20) deals with the various mechanisms to adjust balance of

payments disequilibria. As pointed out earlier, there are ten core chapters:
2-3, 5, 8, 13-17, 20.

Teaching Aids

A unique feature of this book is that the same example is followed through
in all chapters dealing with the same basic concept. For example, the same
graphical and numerical example is followed through in Chapters 2 to 10
dealing with the pure theory of trade and commercial policies. This greatly
reduces the real burden on the student. who does not have to start afresh
with a new example each time. Furthermore, actual numbers are used in
the examples and the graphs are presented on scales. Theories and concepts
are always related to the real world with important and up-to-date exam-
ples. All of these features should make the various concepts and theories
more concrete, accessible, and pertinent to the student.

Each chapter contains a number of teaching aids to make the text easier
to use in the classroom. The sections of each chapter are numbered for casy
reference. Longer sections are broken into two or more numbered subsec-
tions. All of the graphs and diagrams are carefully explained in the text and
then recapped briefly in the captions.

Each chapter ends with the following teaching aids:

Summary—A paragraph reviews each section of the text.

A Look Ahead—Describes what follows in the subsequent chapter.

Chapter Glossarv—Gives the definition of important terms introduced
in bold-face in the chapter. A separate index of glossary terms in
alphabetical order is provided at the end of the book for easy cross-
reference.

Questions for Review—At least one question for each section in the
chapter.

Problems—These ask the student to calculate a specific measure or ex-
plain a particular theory of issue graphically,

Appendices (except for Chapters 1. 11, and 199—As discussed earlier,
these develop in a more rigorous fashion material that is presented
on an intuitive level in the chapter.

Selected Bibliography—The most important references are included.
along with specific notes indicating the topic they deal with. A sep-
arate author’s index is included at the end of the hook.
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An Instructor's Manual is available which includes chapter objectives
and lecture suggestions; answers to the end-of-chapter problems; and a set
of 12 multiple-choice questions, with answers, for each chapter.
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