Economics 474, Spring 2008
Hours: T,W,Th 2:00 – 3:00 PRIVATE 



D. H. Feldman, 101-C Morton




   email: dhfeld@wm.edu
Seminar in International Economic Integration

Books:

O’Rourke, K., and Williamson, J., Globalization and History, Cambridge: MIT




Press, 1999.  At the bookstore


Krugman, Paul, Geography and Trade, Cambridge: MIT Press, 1991.  At the 




bookstore.



De Grauwe, Paul.  The Economics of Monetary Integration.  Oxford:  Oxford 



University Press, 2003.  At the bookstore.

Other useful volumes:



Abegaz, Dillon, Feldman, and Whiteley, eds. The Challenge of European 




Integration, Boulder: Westview Press, 1994.  On reserve at Swem. 



Eichengreen, Barry, European Monetary Unification, Cambridge: MIT Press, 



1997.  (On reserve)


Eichengreen, Barry, Globalizing Capital, Princeton: Princeton University Press,



1998. (On reserve), and at my office.  


Jackson, John, The World Trading System: Law and Policy of International 




Economic Relations, Cambridge:  The MIT Press, 1997.  Library holdings, 




and at my office.



Lawrence, Robert Z., Regionalism, Multilateralism, and Deeper Integration, 



Washington, DC: The Brookings Institution, 1996. (On reserve) and as




eBook. 


Neal, Larry, and Barbezat, Daniel, The Economics of the European Union and 



the Economies of Europe, Oxford: Oxford University Press, 1998. 



Chapters available as PDF files under Course Documents. And (On reserve).


Salvatore, Dean, and Willett, eds., The Dollarization Debate, Oxford:  Oxford




University Press, 2003.  On Reserve.
Chapters available as PDF files under




course documents.

Readings:
Linked through Blackboard website where possible, available on reserve at Swem, or on sale at the bookstore.
Course Outline
I. The Historical and Contemporary Landscape

A.  What is Economic Integration, and how would you recognize it?  

· Policies, preferential trading zones, and monetary unions.

· Transport costs and population shifts: The role of technological and economic shocks, and their endogenous effects.

· Convergence

B. Post World War II integration.
· The GATT and the WTO: rules-based trade

· Trading blocs:  The EU and NAFTA

· Monetary Integration past and present

· The world monetary system: Bretton Woods to today

· Basic issues and terminology of trading blocs and monetary integration

· European Economic Integration: basic overview


Reading:



Lawrence, Robert Z. Chapters 1-2.  pp. 1-20.  On reserve



Trebilcock, M.J., and Howse, R., Ch. 1 of The Regulation of International Trade.  




PDF available under  Course Documents.



Eichengreen, Barry, "From Floating to Monetary Unification," Ch. 5 of Globalizing




Capital, Princeton:  Princeton University Press, 1998.  PDF available under




Course Documents


Understanding the WTO.   Online under external links.



Rodrik, Dani, "How Far Will International Economic Integration Go?" Journal of 




Economic Perspectives, 14 (Winter 2000), 177-86.  PDF under course




documents.


Further Reading: 



Eichengreen, Barry, "The International Economy: Historical Perspectives and 




Future Prospects," chapter 2 of The Challenge of European 





Integration.  On reserve


Irwin, Douglas A., "Multilateral and Bilateral Trade Policies in the World 




Trading system: An Historical Perspective, Ch. 4 of New Dimensions in 



Regional Integration, De Melo and Panagariya, eds., Cambridge: 




Cambridge University Press, 1993.  Comments by Eichengreen and Olson.



Neal and Barbezat, Ch. 1, “The European Union Today.”

C. Globalization in historical perspective

1. Convergence, Transport Costs and commodity Markets in the First Globalization.


Chapters 1-4 of Globalization and History



Krugman, Paul, "The Localization of the World Economy," ch. 13 of Pop





Internationalism, Cambridge: MIT Press, 1996. PDF under course





documents.

2. Politics, Policies and Institutions in the First Globalization (backlash part I)


Chapters 5-6, and 13 of Globalization and History
3. Migration and Inequality (backlash part II)


Chapters 7-10 of Globalization and History
4. Capital Markets 


Chapters 11-12, and 14 of Globalization and History

Further Reading:



Bordo, Michael D., Eichengreen, Barry, and Irwin, Douglas A., "Is Globalization




Today Really Different than Globalization a Hundred Years Ago?"  NBER




Working Paper Series, #7195.  June 1999.  PDF under course documents.


Krugman, Paul, "Growing World Trade: Causes and Consequences," Brookings 




Papers on Economic Activity, 1:1995. (especially 327- 343) PDF under




course documents.
II. Market Integration
A. Free Trade Areas, Customs Unions, Common Markets, and Economic Union 



-    Trade Creation, Trade Diversion, Trade Destruction, and Trade Deflection



-    Scale economies



-    Rules of Origin and other Complexities



-    Deeper Integration: Factor Markets, Policy Harmonization etc.


Reading:



Lawrence, Robert Z., Chapter 3.  pp. 21-33.  PDF under course documents.


Neal and Barbezat, Chapters 3-4.  PDF under course documents.


Molle, Willem,The Economics of European Integration, ch. 8, Common Market




Theory.   PDF under course documents. 


Panagariya, A., (2000). “Preferential Trade Liberalization: The Traditional Theory



and New Developments”. JEL; V.38-#2, pp. 287-331.  PDF under course




documents.

Further Reading:



De Melo, Jaime, Arvind Panagariya, and Dani Rodrik, "The New Regionalism: 



A Country Perspective, Ch. 6 of New Dimensions in Regional Integration, 



De Melo and Panagariya, eds., Cambridge: Cambridge University Press, 



1993. pp. 159-192.  Available in the stacks at Swem.



Three articles from American Economic Review, May 1996.  Session titled 




"Improving the Design of Regional Trade Agreements," pp. 52-66.  




Available in the stacks at Swem.



Niels, G., “Trade Diversion and Destruction Effects of Anti-Dumping Policy:




Empirical Evidence from Mexico, 2003 working paper.  PDF under Course 




Documents.


B. The European Union

· The Single European Act to Maastricht

· Harmonization and Mutual Recognition

· The EU Budget

· Expansion

· Federalism within Europe


Reading:



Neal and Barbezat, Chapters 5-6. "The Budget of the EU," and "The C.A.P."



Eichengreen, Barry, “The European Economy Since 1945,” working paper.  PDF




available under Course Documents.


Lawrence, R.  Chapter 5, "European Regional Arrangements."  PDF under course




documents.


Flam, Harry, "Product Markets and 1992: Full Integration, Large Gains?" Journal 



of Economic Perspectives, 6 (Fall 1992), 7-30.  PDF under course 




documents.



Frey, Bruno, “Beyond Traditional Borders: A New Proposal for Federalism,” The 




Economists’ Voice, 2 (#2 2005), article 9.   PDF under course documents.


Hahn, R. and Sunstein, C., “The Precautionary Principle as a Basis for Decision



Making, The Economists’ Voice, 2 (2005 #2), article 8.  PDF under course




documents.  



Lyons, et al. “An Environmentalist's Vision of Operationalizing the Precautionary



Principle,” International Journal of Occupational and Environmental



Health, Oct/Dec00 v.6, n.4.   Available under external links. 

Further Reading:



Davis, C., “A Conflict of Institutions: The WTO and EU Agricultural Institutions,”




Princeton working paper, department of politics. Available under external




links.



Winters, L. Alan, "the European Community: A Case of Successful Integration?" 



Ch. 6 of New Dimensions in Regional Integration, De Melo and 




Panagariya, eds., Cambridge: Cambridge University Press, 1993.  202-27




On reserve.



Neal and Barbezat, Chapters 9-16.  Individual country portraits. On reserve.

FIRST CLASS DISCUSSION AND PRESENTATION


European Union Policy


Suggested Topics:  
· Hormones, GMOs, harmonization, and the WTO

· Agricultural subsidies, export subsidies, and the Doha round of trade talks

· The budget, European federalism, and expansion

· U.S. – E.U. trade conflict


C. NAFTA and CAFTA
· Shallow integration?  

· Policy harmonization between more developed and less develop nations

· Dislocation and immigration


Reading:



Lawrence, R.  Chapter 6, "North America and Beyond." pp. 43-78.  On reserve.



Krugman, Paul.  "The Uncomfortable Truth about NAFTA," chapter 10 of Pop 



Internationalism, Cambridge: The MIT Press, 1996.  pp. 155-67.




On reserve.

United States-Mexico Chamber of Commerce.  "United States-Mexican 

Transportation: Full NAFTA Implementation Essential."  Online.



Hufbauer, G., and Schott, J., “NAFTA Dispute Settlement Systems,” Institute for

International Economics, 2003.



Hufbauer, G., et al.  NAFTA and the Environment: Seven Years Later.  Institute 




for International Economics, October 2000.



Summary of World Bank Report on CAFTA.  PDF under course documents.


Further Reading:



The Mexico-US Free Trade Agreement, ed. by Peter Garber.  Cambridge: The 



MIT Press, 1993.  In my office.



Hufbauer, Gary C., and Jeffrey J. Schott, NAFTA: An Assessment, Chapters 




1,2,4.  Washington DC: Institute for International Economics, 1993. (58p)

SECOND CLASS DISCUSSION AND PRESENTATION


NAFTA and CAFTA 


Suggested Topics:




- Cross-Border Trucking Dispute




- Settling Disputes




- Investment Issues




- Administered Protection (Anti-Dumping and CVD)




- Environmental impact




- Implications of free trade areas for internal economic reform

III. The World Trading System

A. Geography and Trade
· core-periphery

· Localization

· measuring the regional concentration of trade


Reading:



Krugman, Paul, Geography and Trade, Cambridge: MIT Press, 1991.  At 




Bookstore.


B. Regionalism, multilateralism, and the WTO



- Customs unions vs. free trade areas



- New vs. Old Regionalism



- Market power in trade



- Building Blocks or Stumbling Blocks?



- Institutional design of the WTO


Reading:



Lawrence, R., Chapters 4, 8-9.  On reserve.



Federalist Papers, No. 10-11. (#10: James Madison, #11: Alexander Hamilton).




On reserve.



Schott, Jeffrey, “Free Trade Agreements, Boon or Bane to the World?” ch. 1 of Free



Trade Agreements: US Strategies and Priorities, Washington: IIE, 2004. 




Available online.


WTO: Trading into the Future, available online.

Further Reading:



Bhagwati, J., and Panagariya, A., "Preferential Trading Areas and Multilateralism 



-- Strangers, Friends, or Foes?" Chapter 1 in Bhagwati and Panagariya, 



eds. The Economics of Preferential Trade Agreements, Washington: The 



AEI Press, 1996.  pp. 1-55.



Eichengreen, B., and J. Frankel, "Economic Regionalism: Evidence from Two 



20th Century Episodes," North American Review of Economics and 



Finance, 6(2), 1995, pp. 89-106.  In my office.



Grossman, G., and Helpman, E., "The Politics of Free Trade Agreements," 




American Economic Review, 85 (September 1995), 667-90.

THIRD CLASS DISCUSSION AND PRESENTATION

The U.S. Push for Free Trade Deals

Suggested Topics:

· Cases:  Chile, FTAA, Jordan, Singapore etc.

· General Issues: regionalism vs. multilateralism (costs and benefits)

IV. Monetary Integration
A. The Theory of Optimum Currency Areas, with extensions 

· Country differences: labor markets, seignorage, growth

· The role of the real exchange rate

· Policy credibility, policy preferences


Reading: 



De Grauwe, Chapters 1-4



Eichengreen, B., "Ever Closer to Heaven? An Optimum Currency Area Index for 



European Countries," Ch. 5 of European Monetary Unification,




Cambridge:  MIT Press, 1997.  On reserve.


Further Reading:



Eichengreen, B., Chapters 2-4, 6, from European Monetary Unification.


B.  Sustainable currency arrangements 

· Fixed exchange rates and stability: are the extremes the only stable systems?

· Does monetary union require political union?


Reading:



De Grauwe, Chapter 6, then 5

C.  Dollarization in the Americas, and elsewhere.

· Financial crises in Latin America (with or without Asian roots)

· Currency boards and credibility

· Costs and consequences


Reading: In The Dollarization Debate (Salvatore, Dean, and Willett, eds.)



Ch. 4, “Is it Time for a Common Currency for the Americas?” by Corbo.



Ch. 6, “What Problems can Dollarization Solve,” by Eichengreen.



Ch. 7, “What Use is Monetary Sovereignty,” by Schuler



Ch. 11, “Which Countries in the Americas should Dollarize?” by Salvatore.


Ch. 14, “Latin American Official Dollarization: Political Economy Aspects,” by




Schuldt



Schuler, Kurt, “Ignorance and Influence: U.S. Economists on Argentina’s




Depression of 1998-2002, Econ Journal Watch, 2 (August 2005), 234-278. 




PDF under course documents.


Further Reading:


CONGRESSIONAL TESTIMONY OR OP-ED PIECES



Calvo, Guillermo, "On Dollarization," available online


Calvo, Guillermo, "Testimony on Dollarization," available online



Edwards, Sebastian, "Remarks on Dollarization,"  available online


Eichengreen, "When to Dollarize," available online.



Feldman, "Dollarizing Afghanistan," available online.



From Dollarization Debate:  More technical papers



Ch. 3, “The Pros and Cons of Full Dollarization,” by Berg and Borensztein.



Ch. 4, “Dollarization: Myths and Realities,” by Edwards

FOURTH CLASS DISCUSSION AND PRESENTATION

Dollarization

Suggested Topic:

· Case studies in Latin America and elsewhere in the developing world

· Oh, Canada!

· General arguments from theory and evidence

D.  Getting from here to there within Europe: steps toward monetary union 

· Coordination: The EMS and its success/failure

· Transition to Monetary Union: The Maastricht treaty


Reading: 



De Grauwe, Chapter 7

E.  Institutions and Policies: 

· The European Central Bank, and monetary policy

· Fiscal Policy within the European Union


Reading: 



De Grauwe, Chapter 8-11 



Eichengreen, B., "Epilogue: Inconsistent Quartets." Ch. 12 of European Monetary




Unification.


Further Reading:



Goldstein, M. and Jacob A. Frenkel, "The Macroeconomics of Currency Zones," 




chapter 7 of The Challenge of European Integration.  With Comments by 



Richard N. Cooper.  pp. 169-204.  On reserve.


Evaluation

You will be evaluated on the basis of periodic short "response papers," two short quizzes, an opinion article (Op-Ed), a research paper due at the end of the semester, and on the quality of your in-class participation.

Response Papers: I will offer many response paper topics over the course of the semester.    You must complete two.  These responses will be short (2 page) papers that use the readings in each part of the course.  My questions will vary in type and content.  Some will require synthesis while others may be problems to solve.  Together the response papers will comprise 20% of your grade.

Presentation: You will post a 750 word Op-Ed on the class web page (in an assigned forum slot) and lead a discussion in class. The opinion piece will be based on a set of readings plus other material you discover, and it will be organized around a specific question or issue.  A set of your classmates will respond to your work in the form of a question/challenge/proposition etc., and you must respond to each discussant.  This paper/presentation is worth 20% of your grade.   Your initial presentation will be filmed, and I will send you the film with my critique.

Quizzes:  We will have two quizzes during the semester.  I will let you know that we will have a quiz one class period ahead of the quiz date.  The quizzes will contain some economic theory that can’t be evaluated as precisely in the form of a response paper or Op-Ed.  Each quiz will be worth 15% of your grade.

Major Paper: An eight to ten page research paper due at the end of the course.  I will give you a separate set of instructions on how to prepare good economic research. The paper must develop your research question, explain the existing literature, and offer a behavioral model and/or empirical discussion.  This paper is worth the remaining 30% of your grade.  I expect an outline of your paper by Tuesday, April 1st.  The outline must include a topic statement, a description of your approach and a thorough bibliography.

Class participation: In-class participation is vital to the success of any seminar.  The response papers and discussion papers are designed to encourage the critical thinking needed to spark good class discussions.  Although participation is not a formal part of the grading process, good participation will help anyone who is near a grade borderline.

