
Economics 433 
Advanced International Trade 

Spring, 2015 
 
Professor:    James Tybout 
E-mail:           jtybout@psu.edu   
Office:        517 Kern Building  
Phone:       865-4259  
Office hours:    Mondays 4-5 PM, Wednesdays 1:30-2:30 PM, and by appointment 
 
Teaching Assistants:  Ryo Makioka   
E-mail:                       rxm425@psu.edu     
Office hours:  4-6 Wednesdays     
Office hours held in: 409 Kern Building    
 
 
Scope of the Course 
 
This course develops basic theories of international trade and multinational behavior, and uses them 
to address policy issues. Applied topics include the effects of international trade and outsourcing on 
wages, the causes and consequences of multinational investments abroad, and the political forces 
that shape trade policies. Students are presumed to have taken Economics 302 (Intermediate Micro 
Theory) and/or Economics 333 (International Economics) prior to enrollment. 
 
Grades 
 
Grades will be based on attendance and class participation (5 percent), 6 problem sets (combined 
worth 20 percent, low score dropped), 2 midterm exams (each worth 25 percent) and a 
comprehensive final exam (worth 25 percent). The exam schedule is: 
 

1st Exam:  Thursday, February 19                
2nd Exam:  Tuesday, March 31            
Final exam:  Date to be determined  

Readings  
 
The textbooks for this course is: 
 

Feenstra, Robert C., and Alan M. Taylor, International Trade, 3rd Edition. New York, 
NY: Worth-MacMillan Publishers, 2014. 
 

You may alternatively use International Economics, by the same authors through the same 
publishing house. This text includes all of the chapters in International Trade, plus chapters 
devoted to international macroeconomics. The paperback version of International Trade is 
available at the Penn State bookstore; both International Trade and International Economics are 
available new or used through Amazon.com and other on-line sites. Finally, you can also rent a 
copy through Amazon.com. 
 
Additional readings will be taken from various sources and will be available through the course 
web site on ANGEL.  
 

mailto:jtybout@psu.edu


Course Outline (Required readings are marked with asterisks) 
 
I.          THE BIG PICTURE 
 
A.        Global Trade and Investment: Facts and Issues   
 
            *FT, Chapter 1  
 
B.  Scope of the course 

 
 
II:        TRADE IN GENERAL EQUILIBRIUM:  COMPETITIVE MODELS 
 
A.        Technology and trade: the Ricardian model  
 

*FT, Chapter 2  
 

Review of opportunity costs 
 
B.        Factor endowments and trade, Part 1: The Specific Factors model  
 
            *FT, Chapters 3 

 
“When and where work disappears,” MIT news (February 24, 2012) 

 
C.        Factor endowments and trade, Part 2: The Heckscher-Ohlin model 
 
            *FT, Chapters 4 
 
 Deardorff, Alan. “Lerner diagrams” 
 
 International Economic Glossary: Lerner Diagrams 
 
            The Heckscher-Ohlin Game 
 
 
III:        INTERNATIONAL FACTOR MOVEMENTS 
 
A.        International migration  
 
 *FT, Sections 5.1 and 5.3 
 

Borges, Jorge (2005) “Globalization and Immigration,” in M. Weinstein., ed., 
Globalization: What’s New? New York, NY: Columbia U. Press. 

 
Hall, Matthew, Audrey Singer, Gordon De Jong, and Deborah Graefe (2011),  The 
Geography of Immigrant Skills: Educational Profiles of Metropolitan Areas, The 
Brookings Institution.  

 

http://www.youtube.com/watch?v=pWE7WDZC-lQ
http://web.mit.edu/newsoffice/2012/manufacturing-overseas-competition-0224.html
http://www-personal.umich.edu/~alandear/glossary/figs/Lerner/ld.html
http://nobelprize.org/educational_games/economics/trade/index.html
http://www.brookings.edu/research/papers/2011/06/immigrants-singer
http://www.brookings.edu/research/papers/2011/06/immigrants-singer


B. International capital flows 
 

*FT, Sections 5.2 and 5.4 
 
IV.       NEW EXPLANATIONS FOR TRADE 

A.        Increasing returns to scale and imperfect competition    

*FT, Chapter 6 
 
B.        Offshoring and multinationals 
 

*FT, Chapter 7 
 
*Markusen, James. “The Boundaries of the International Enterprise and the Theory of 
International Trade,” Journal of Economic Perspectives, Spring 1995.  (note: only pp. 
169-175 are required reading)  

 
Barba Navaretti, Giorgio and Anthony Venables, Multinational Firms in the World 
Economy, Princeton, NJ: Princeton U. Press, 2005, pp. 79-88.  

Economic Policy Institute, "Offshoring," EPI Issue Guide, June 2004.  

*Deardorff, Alan, Drucilla Brown and Robert Stern. 2004 "The Effects of Multinational 
Production on Wages and Working Conditions in Developing Countries," in Robert 
Baldwin and Alan Winters, eds., Challenges to Globalization Chicago: U. Chicago Press. 
(note: only pp. 41-51 are required reading)   
 
 

V.        INTERNATIONAL TRADE POLICIES 
 
A.        Tariffs and quotas with competitive markets   
 
             *FT, Chapter 8  

*Verrill, Charles Owen, Jr., "An Introduction To Trade Remedies Available Under U.S. 
Law," unpublished "Memorandum to Clients and Friends," April 1, 1999.  

*Lukas, Aaron. "Anti-Dumping Law Doesn't Compute", Cato Center for Trade Policy 
Studies article, May 13, 1999; originally appeared in Investor's Business Daily.  

 
B.        Tariffs and quotas with imperfectly competitive markets  
 
            *FT, Chapter 9  

 
C.        Export subsidies  

 
             *FT, Chapter 10  



 
*Pavcnik, Nina.  "Trade Disputes in the Commercial Aircraft Industry," The World 
Economy, May 2002, pp. 733-751  

 
D.        International agreements  
 
             *FT, Chapter 11  

Deardorff, Alan V., "An Economist's Overview of the World Trade Organization," in 
Korea Economic Institute, The Emerging WTO System and Perspectives from East Asia, 
Joint U.S.-Korea Academic Studies Vol 7, 1997.  

*Deardorff, Alan V. and Robert M. Stern, "What You Should Know about Globalization 
and the World Trade Organization," Review of International Economics 10, August 2002.  

 

Web sites of interest 

WTO web site  
U.S. International Trade Commission  
Academic Consortium on International Trade   

 
 
Missed Exams (Economics Department Policy) 
 
During the course many possible situations may arise that would result in your inability to attend 
class, attend exams, or perform at a minimally acceptable level during an examination. Illness or 
injury, family emergencies, certain University-approved curricular and extra-curricular activities, 
and religious holidays can be legitimate reasons to miss class or to be excused from a scheduled 
examination.   

In the case of your own illness or injury, confirmation from a physician, physician's assistant, a 
nurse-practitioner, or a nurse is required. Be advised that University Health Services cannot 
provide such verification unless they have provided treatment and the student authorizes release 
of information to the instructor. Further, barring extraordinary circumstances, the confirmation 
must be available to the instructor prior to the missed course event.   

With regard to family emergencies, you must provide verifiable documentation of the emergency. 
Given the vast array of family emergencies the instructor will provide precise guidance as to what 
constitutes adequate documentation. Unless the emergency is critical you should notify the 
instructor in advance of your absence from the scheduled course event. In cases of critical 
emergencies, you must notify the instructor within one week of your absence.  

For University-approved curricular and extra-curricular activities, verifiable documentation is 
also required. The student should obtain from the unit or department sponsoring the activity a 
letter (or class absence form) indicating the anticipated absence(s). The letter must be presented 
to the instructor at least one week prior to the first absence.   

http://www.wto.org/
http://www.usitc.gov/
http://www.fordschool.umich.edu/rsie/acit/


In the case of religious holidays, the student should notify the instructor by the third week of the 
course of any potential conflicts.   

If a student misses a class during which an evaluative event (e.g., a quiz or an exam) takes place, 
and the student has a valid excuse, it is the policy of the Economics Department that the missed 
event may be made up in one of two ways that are to be decided by the instructor:  

1. The student will take a make-up version for the missed evaluative event; or  
2. The student will be excused from the missed event, and the weight of that event in the 

overall course grade will be reassigned to either the course final exam or to a subset of 
the subsequent evaluative events in the course.  

Academic Integrity (Economics Department Policy)1  

The ability of the University to achieve its purposes depends upon the quality and integrity of the 
academic work that its faculty, staff and students perform. Academic freedom can flourish only in 
a community of scholars which recognizes that intellectual integrity, with its accompanying rights 
and responsibilities, lies at the heart of its mission. Observing basic honesty in one's work, words, 
ideas, and actions is a principle to which all members of the community are required to subscribe.  

All course work by students is to be done on an individual basis unless the instructor clearly 
states that an alternative is acceptable. Any reference materials used in the preparation of any 
assignment must be explicitly cited. In an examination setting, unless the instructor gives explicit 
prior instructions to the contrary, whether the examination is in-class or take-home, violations of 
academic integrity shall consist of any attempt to receive assistance from written or printed aids, 
or from any person or papers or electronic devices, or of any attempt to give assistance, whether 
the one so doing has completed his or her own work or not. Other violations include, but are not 
limited to, any attempt to gain an unfair advantage in regard to an examination, such as tampering 
with a graded exam or claiming another's work to be one's own.  

Violations shall also consist of obtaining or attempting to obtain, previous to any examinations, 
copies of the examination papers or the questions to appear thereon, or to obtain any illegal 
knowledge of these questions.  

Lying to the instructor or purposely misleading any Penn State administrator shall also constitute 
a violation of academic integrity.  

In cases of a violation of academic integrity it is the policy of the Department of Economics to 
impose the most severe penalties that are consistent with University guidelines.  

For further details on Penn State policies concerning academic integrity, please refer to: 
University policies on academic integrity. 
 

1 Part of the text above has been directly obtained from sections of an earlier document concerning 
academic integrity on Princeton University's website (particularly Rights, Rules, Responsibilities, page 1 
and pages 52-65).   The most current version of this document can be found here .  
 
 
 
 

http://www.la.psu.edu/CLA-LAUS/policies/AcademicIntegrity.shtml
http://www.princeton.edu/pr/pub/rrr/03/01.htm


 
Disabilities  
 
The Pennsylvania State University encourages qualified people with disabilities to participate in 
its programs and activities and is committed to the policy that all people shall have equal access 
to programs, facility, and admissions without regards to personal characteristics not related to 
ability, performance, or qualifications as determined by University policy or by state or federal 
authorities. If you anticipate needing any kind of accommodation in this course or have questions 
about physical access, please tell the instructor as soon as possible. 
 
Concerns about the course 
 
Please see me if you have concerns or comments about the course.  If you would like to provide 
feedback about this course you may also contact the Director of Undergraduate Studies in 
Economics or leave a comment in the box that the Department maintains in 303 Kern. 
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