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1. Objectives

The objective of the course is to present the basic concepts of the classical and neo-classical theories of
international trade, along with the basics of the so called new theories of the international trade. The
course will explore the predictive power of the theories and their implications for policy making, and will
bring them into the context of the latest trade policies in Colombia and beyond in recent years.
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3. Contents

a. Introduction

January 23: Course syllabus.
January 25: Introduction to International Trade.

January 30: The first theories of International Trade (A&F chaps. 1 and 2) and (K&O&M chap. 1 & 2)
(Irwin 1996).

b. International Trade: Theory and Evidence
February 1: The Ricardian model and the comparative advantage (K&O&M chap. 3*).
February 6: The Ricardian model with n goods and transportation costs.

February 8: Empirical evidence on the Ricardian model and Specific Factors Model: Autarky
equilibrium and Comparative Statics. (K&O&M chap. 3 and 4).

Workshop 1:  Introduction, first theories and the Ricardian model.

February 13:  The Specific Factors Model: free trade and income distribution (K&O&M cap. 4).

February 15: The Heckscher-Ohlin model: Graphical version (K&O&M chap. 5*®) (Appleyard and
Field chap. 8 and analytic framework 5-1).

Workshop 2:  Specific Factors.

February 20:  The Heckscher-Ohlin model: Graphical version.

February 22:  The Heckscher-Ohlin model: Formal version (K&O&M p. 661-664*) (Jones (1965) p.
557-565).

Workshop 3:  Heckscher — Ohlin.

February 27:  Empirical evidence and factor content of trade (Appleyard y Field cap. 9).
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March 1: First Partial Evaluation

Workshop: Correction of First Partial Evaluation.

March 6: The measurement of the patterns of trade (Greenaway y Milner (1983)* e).

March 8: Monopoly and free trade (K&O&M cap. 7*).

March 13: Oligopoly and free trade (Brander y Spencer (2008)).

March 15: Monopolistic competition and free trade (Krugman (1979)* e).

March 20: Holiday

March 22: Monopolistic competition and free trade (Vallejo (2006)).

Workshop 4:  Monopoly and Oligopoly

March 27: International labour movements

March 29: International capital movement and empirical evidence on the Inter- and Intra-Industry
Trade (K&O&M cap. 8*).

Workshop 5:  Monopolistic competition.

C. Trade Policy: Theory and applications

April 3: Theory of optimal trade policy: imports.

April 5: Theory of optimal trade policy: exports.

Workshop 6:  International factor movements.

April 10 to 14: Academic Recess.

April 17: Theory of trade policy in small countries (K&O&M cap. 9*e).

April 19: Trade liberalization and economic integration (Winters cap.13*).

Workshop 7:  Theory of trade policy.

April 24: Controversies on trade policies (K&O&M cap. 12)
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April 26: Trade policy in developing countries (K&O&M cap. 11*e).

Workshop 8:  Trade liberalization and economic integration.

May 1: Holiday

May 3: Debates on trade theory and policy.
May 8: Debates on trade theory and policy.
May 10: Second Partial Evaluation.

Workshop: Correction of Second Partial Evaluation.

4, Methodology

There will be two one hour and a half classes of theory with the lecturer each week, and eight one hour
and a half workshop sessions throughout the semester. Concepts, models and basic instruments will be
introduced in the classes, while problems and exercises on the material covered will be solved in the
workshop sessions. The schedule of workshop sessions will be discussed in class.

5. Competencies

In this course several competencies are applied and developed, among which, the following can be
highlighted:

a. The simplifying role of formalization: the course makes intensive use of formal modelling in
different economic contexts, including perfect and imperfect competition, partial and general
equilibrium, and economic theory and economic policy.

b. Recognizing the role of Government: More than a third of the course will be dedicated to the study
of trade policy and its applications, and to the analysis of the areas in which Government
intervention can be beneficial or not, from the welfare point of view.

C. Develop a critical mind: This course deals with hotly debated topics and tries to stimulate the
development of critical thinking, making emphasis on the strengths and weaknesses of the
economic models, the news and the public opinions on international trade. One session will be
devoted to discuss topics that generate heated debates on international trade, presenting the
arguments for and against on each subject.

6. Evaluation system

The grades of this course will be obtained from 2 partial evaluations, a final exam, quizzes and debates.
For the debates, the class will be divided in groups that should defend or refute a claim about trade
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theory and policy. There will also be ten quizzes at the beginning of the corresponding lectures signaled
with an (*), from which five will be chosen by a draw in the dates signaled with a dot (e). Between the six
grades of quizzes and debates the worse will be removed at the end of the semester. The percentages
that will be used to obtain the final grade in the course are:

First Partial Evaluation 25%
Second Partial Evaluation 25%
Final Exam: 25%
Quizzes and debates: 25%

Work on workshops will also be graded with four random quizzes in the problem set sessions during the
semester. However, such work is optional and will only determine the magnitude of a bonus of up to 0.2
over the total grade of the course (that would correspond to a grade of 5.0 in the workshop sessions).

This course will have minimum grade guarantee as follows: if the average of the final grade of the
course (including the workshop bonus) is less than 3.75, all final grades will increase in the same
amount so that the average grade of the course is 3.75. If the average grade of the course is more than
3.75, there will be no curve. When the 30% (or more) of the grades is published, if the average of the
grades of the course is less than 3.75, all grades will increase in the same amount so that the average
grade of the course is 3.75. If the average grade of the course is more than 3.75, there will be no curve.

If there is a mistake in the grades, it will be fixed. But only written complaints will be accepted during
eight (8) working days following the date in which graded material is made available to the students and
announced in class and/or through e-mail. In the case of partial evaluations, only complaints from
students who attend the correction of the partial evaluation questioned will be accepted. In order to avoid
unjustified complaints, if a given grade is above the appropriate grade, the grade may be adjusted
downwards with regard to the initial grade given.

If a student cannot present a partial evaluation or the final exam, only medical excuses verifiable by the
Department of Economics will be accepted. If an excuse is accepted by the Department, the grade in the
missed evaluation will be obtained according to the relative performance of the student in the rest of the
evaluations of the course.

7. Approximation system for final grade.

The final grades of the course will have no approximations at the end of the semester.

8. Miscellaneous

The use of computers, tablets, cellphones, smartphones and other electronic devices that allow
multitasking is not permitted in this class. All electronic devices that fit into this category must be turned

off before entering the classroom, and remain off until the class is finished and the student leaves the
classroom.




