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Economics began with a debate over issues of free international
commerce, and the debate continues. Domestic industries lobby
with politicians for protection against foreign competition. Government
policy is designed to influence trade and investment in cooperation
with favored industries. Governments negotiate free trade and
investment agreements. Government fiscal and monetary policies
ultimately depend on international financial markets. Wages and
income rise and fall with international trade and investment, even
in rich developed economies like the US.

This textbook describes and predicts production, trade, and investment
across countries. It carefully describes the foundations of international
trade and investment, including constant cost, neoclassical, and
modern theories of production, industrial organization, and trade.
The theory is presented using graphs and numerical examples. Many
problems are offered, leading to a thorough understanding. Over
200 boxed examples illustrate the theory. The text integrates issues
of microeconomic trade with macroeconomic policy and finance.
The emphasis is on the powerful forces of international markets and
the limitations of government policy.

Readership: Undergraduates taking courses in international economics

Visit the interactive web site for the text at http://www.auburn.edu/~thomphl for discussion of news, analysis
of recent data, and links to other sites in international economics.

Textbook

Contents:
Preface for Students
Preface for Instructors
INTRODUCTION
1. International Markets

A. International markets
B. Excess supply and excess demand
C. The balance of trade
D. Comparative advantage and specialization

2. Trade with Constant Costs
A. Constant opportunity costs of production
B. Specialization and gains from trade
C. Extensions of constant cost trade theory
D. Applications of constant cost trade theory

NEOCLASSICAL TRADE THEORY
3. Gains from Trade
 A. Production possibilities and real income

B. Specialization and the gains from trade
C. Economic development and international trade
D. Industrial trade policy

4. Protection
A.  Tariffs: Taxes on imports
B.   Quotas and other nontariff barriers
C.   Protection and production
D.   Political economy of protection

5. Terms of Trade
A. Offer curves
B. Tariffs and the terms of trade
C. Tariff games
D. Depletable resource trade

FACTOR PROPORTIONS TRADE THEORY
6. Production and Trade

A. Specific factors and trade
B.  Production with two factors and two goods
C. Fundamental trade theorems
D.  Factor proportions trade

7. Industrial Organization and Trade
A.   Price searching firms and trade
B. Intraindustry trade
C.  Oligopolies
D.  Other causes of trade

FACTOR MOVEMENTS AND ECONOMIC INTEGRATION
8. International Migration and Investment
 A. International labor migration

B. International capital movements
C. Income redistribution
D. International factor movements and trade

9. Economic Integration
A. Multinational firms
B. International externalities
C. International political economy
D.  Steps of economic integration

INTERNATIONAL FINANCIAL ECONOMICS
10. Balance of Payments

A.   Elasticities and the trade balance
B. Current and capital accounts
C.   Deficits and surpluses

   D.   International fiscal and monetary policy
11. Foreign Exchange

A.  Foreign exchange rates
B.  Managed exchange rates
C.   Foreign exchange trading
D.   Foreign exchange risk

12. International Financial Markets
A.  The international credit market

 B. Foreign exchange and finance
 C. International money
   D.  Money and international finance
Hints and Partial Answers to Even-Numbered Problems

Global Markets and International Competition
by Henry Thompson (Auburn University, Alabama, USA)
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