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Preface

My belief is that the best way to motivate stu-
dents to learn a subject is to demonstrate how
it is used in practice. The first six editions of In-
ternational Economics reflected this belief and
were written to provide a serious presentation
of international economic theory with an em-
phasis on current applications. Adopters of
these editions strongly supported the integra-
tion of economic theory with current events.

The present edition has been revised with
an eye toward improving this presentation and
updating the applications as well as toward in-
cluding the latest theoretical developments.
Like its predecessors, this edition is intended
for use in a one-quarter or one-semester course
for students who have no more background
than principles of economics. This book’s
strengths are its clarity and organization and its
applications, which demonstrate the usefulness
of theory to students. The revised and updated
material in this edition emphasizes current ap-
plications of economic theory and incorporates
recent theoretical and policy developments in
international trade and finance. New or sub-
stantially revised topics in the seventh edition
include:

m What the United States stood to lose from
Asia’s economic crisis—Ch. 1

m Globalization and the business cycle—
Ch. 1

m Competition in the world steel industry—
Ch. 1

m Where does U.S. comparative advantage
lie?— Ch. 2

The Heckscher—Ohlin theory and U.S.—
China trade—Ch. 4

Falling transportation costs foster trade
boom—Ch. 4

Contribution of international trade to
wage inequality—Ch. 4

U.S. steelmakers win even when they lose
an unfair trade case—Ch. 7

Fast track, workers’ rights, and the envi-
ronment—Ch. 7

Are international labor standards needed
to prevent social dumping?>—Ch. 8
Economic flu spreads throughout Asia—
Ch.8

Do low wages attract foreign investment?—
Ch. 10

[s immigration good for California?>—Ch 10
Has NAFTA been a success?>—Ch. 9

Do developed countries gain from trade
liberalization with developing countries?—
Ch. 9

Differing sides of the EMU: Portugal and
Sweden—Ch. 9

Will the EMU be good for the United
States?>—Ch. 9

Fears and facts about foreign direct invest-
ment—Ch. 10

Should foreign-exchange transactions be
taxed?—Ch. 12

Adjusting to dollar fluctuations—Ch. 12
Should speculators be regulated?>—Ch. 12
Time path of U.S. trade balance in re-
sponse to dollar depreciation and appreci-
ation—Ch. 15
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m Growing imports help to hold prices
down in the United States—Ch.15

m Inflation works against the gains of deval-
uation—Ch. 15

m The pass-through effect and profit
margins—Ch. 15

m Stabilizing currencies: currency boards
versus central banks—Ch. 16

m Speculative attacks on the Swedish
krona—Ch. 16

m Are fixed exchange rates good for devel-
oping countries? Lessons from Asia—
Ch. 16

m A new world of currency contenders: the
dollar and the euro—Ch. 16

m The United States attacks Japanese crisis
by stabilizing yen—Ch. 17

m Should the IMF be abolished?—Ch. 18

Although instructors generally agree on the
basic content of the international economics
course, opinions vary widely about what ar-
rangement of material is appropriate. This book
is structured to provide considerable organiza-
tional flexibility. The topic of international trade
relations is presented before international mone-
tary relations, but the order can be reversed by
instructors who choose to start with monetary
theory. Instructors can begin with Chapters
11-18 and conclude with Chapters 2-10. Those
who do not wish to cover all the material in the
book can omit Chapters 7-10 and Chapters
16-18 without loss of continuity.

In this age of computing, no text package
would be complete without web-based re-
sources. For the first time, an international
economics website is offered with the seventh
edition. This site, http://carbaugh.swcollege.
com, will contain many useful pedagogical en-
richment features, including Netlink Exercises,
which draw upon the expanded Netlinks feature
at the end of each chapter. While the Netlinks di-
rect the student to an appropriate international-
economics website to gather data and other rele-
vant information, the Netlink Exercises allow
students to access these websites to answer perti-

nent and practical questions that relate to inter-
national economics. As an added enrichment
feature, a Virtual Scavenger Hunt engages and
encourages students to search for international-
economics answers at various Internet websites.

New to this edition are comprehensive
Power Point slides created by Steve Norton and
Lynda Maillet of Okno Consulting Group, Ann
Arbor, Michigan. These slides can be easily
downloaded from the Carbaugh website. The
slides offer professors flexibility in enhancing
classroom lectures. Slides may be edited to
meet individual needs. They also serve as a
study tool for students.

In addition, students and instructors alike
can address questions and provide commentary
directly to the author with the Talk to the Au-
thor feature. Return often to http://carbaugh.
swcollege.com to access pertinent updates by
the author, reflecting developments in the
global economy as situations emerge.

The most current economic-policy debates,
written by John Kane from SUNY Oswego, can
also be accessed through this website, as well as
Economic News Online, a news summary ser-
vice of important news-breaking reports. For
other high-tech study tools, Visit the South-
Western Economics Resource Center at http://
economics.swcollege.com.

To assist instructors in the teaching of inter-
national economics, I have written an Instruc-
tor’s Manual to accompany the seventh edition.
It contains: (1) brief answers to end-of-chapter
study questions, (2) multiple-choice questions
and true—false questions for each chapter, and
(3) suggestions for further readings.

To accompany the seventh edition of the
International Economics text, Professor Jim
Hanson of Willamette University has prepared
a Study Guide for students. This guide rein-
forces key concepts by providing a review of
the text’s main topics and offering practice
problems, true—false and multiple-choice ques-
tions, and short-answer questions.

Besides serving the educational needs of
resident college students, the seventh edition of



International Economics addresses the needs of
distant-learning students; it is the recommended
text for the telecourse Inside the Global
Economy, provided by the Annenberg/CPB
Project. Inside the Global Economy includes 13
one-hour television programs that present an
in-depth examination of the basic principles of
international economics. Each program fea-
tures two documentary case studies that illus-
trate the connection between economic theory
and global trade, business, and finance in con-
crete, highly visual terms. The 26 case studies
were produced in more than 20 countries. Be-
sides the case studies, each program provides
an introduction and analysis of the economic
principles by the project’s director of content,
Dr. Nariman Behravesh, senior vice-president
and research director at DRI/McGraw-Hill. A
distinguished group of international econo-
mists from Australia, Sweden, Venezuela, and
the United States wraps up each program with
an illuminating roundtable discussion of a ma-
jor economic issue. To request a VHS preview
cassette, phone 1-800-LEARNER or write An-
nenberg/CPB Collection, P.O. Box 2345, South
Burlington, VT 05407-2345.

To accompany Inside the Global Economy,
I have also prepared a reader, Inside the Global
Economy: A Case Study Reader and Review
Guide. A discount package is available for
those courses using my textbook and reader.

[ am pleased to acknowledge those who
aided me in preparing the seventh edition.
Helpful suggestions and often detailed reviews
were provided by:

m Burton Abrams, University of Delaware

m Richard Adkisson, New Mexico State
University

m Richard Anderson, Texas A&M—
College Station

m John Charalambakis, Asbury College

m Daniel Falkowski, Canisius College

® Jim Hanson, Willamette University

m Mike Marks, Georgia College School of
Business
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m John Olienyk, Colorado State University

m Chuck Rambeck, St. John’s University

m Ben Slay, Middlebury College (now at
PlanEcon)

m Darwin Wassink, University of Wisconsin—
Eau Claire

m Peter Wilamoski, Seattle University

I would like to thank Margaret Landman,
of Bridgewater State University, for creating the
NetLinks for this edition, as well as the Netlink
Exercises and Virtual Scavenger Hunt. I would
also like to thank my colleagues at Central
Washington University—Don Cocheba, Ron
Elkins, Wolfgang Franz, Koushik Ghosh, Jane
Johnson, Richard Mack, Peter Saunders—for
their advice and help while I was preparing
the manuscript. I am also indebted to Barbara
Hodges, who assisted in the manuscript’s
preparation.

It has been a pleasure to work with my ed-
itors, Thomas Sigel and Keri Witman. In partic-
ular, Tom provided many valuable suggestions
and assistance in seeing this edition to its com-
pletion. Special thanks is given to Peggy Buskey
who orchestrated the production of this book
in conjunction with Jenna Schulman, project
manager at Pre-Press Company, Inc. Also, Lisa
Lysne did a wonderful job in advertising and
marketing the seventh edition. Finally, I am
grateful to my students, who commented on
the revisions included in this new edition.

I would appreciate any comments, correc-
tions, or suggestions that faculty or students
wish to make, so that I can continue to im-
prove this text in the years ahead. Please con-
tact me! Thank you for permitting this text to
evolve to the seventh edition.

Bob Carbaugh

Department of Economics
Central Washington University
Ellensburg, Washington 98926
Phone: (509) 963-3443

Fax: (509) 963-1992

E-mail: Carbaugh@CWU.Edu
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