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Fall 2008     BUSH 608-602:  Fundamentals of the Global Economy
Kishore Gawande

1045 Bush Academic West

458-8034

Office Hours:  Tuesday 11-12 and by appointment.
Classroom and Timings:  Room 1063.  Friday: 9:35-12:15
COURSE OBJECTIVE:  

The primary objective of the course is to gain a solid conceptual and analytical understanding of the forces behind globalization and its consequences for trade, finance, and business in today’s world economy. The course will revolve around finding answers to these big questions that have dominated debate in this area:

1. Comparative advantage: What is it? Is it a static thing? Can it be “created”? How?

2. Does openness to trade increase a country’s well being in terms of increasing growth and reducing inequality?

3. Does openness to trade cause developing countries to grow and reduce their poverty?

4. Foreign direct investment and outsourcing: What are the causes and what does the future look like?
5. What do exchange rates do (make my trips to India expensive!) and why? Why is the “current account” important to any country in the world?

6. What causes financial meltdowns like the Asia crisis of 1998 and Argentina in 2002?

7. Globalization: A Prospective [Rodrik, Stiglitz books]

COURSE MATERIAL:

We will study from papers and reports that contain data and data analysis. The idea is to get a firm footing in the data, and then figure out the concepts. At times, I will introduce formal and informal models.  The work load is moderate-to-busy, and the class fairly packed with material.  I expect each of you to read the material once before you come into the class. I expect a good level of participation in class and enthusiastic discussions. 

1.  Required Site Subscription:  A subscription to The Economist site (https://www.economistacademic.com) is required.  Click on "Student" on lhs.  Last year’s rate was $39.90 for 25 issues (6 months).  Subscriptions include web access.
2.  Required Notes:  Lecture notes on International Macroeconomics by Professor Nouriel Roubini at NYU’s Stern School of Business.  They are available to us for free, and I will provide them at the appropriate time. I will teach international finance tools out of the material here.

3.  Required Text: I will occasionally use material from:

The World Economy: Trade and Finance, by Beth V. Yarbrough and Robert M. Yarbrough [International Thomson Publishing; 6th edition (2003)]. 

4.  The following reports and papers (to be downloaded from websites, e.g. UNCTAD or provided by me: check the S-drive every Friday) will be important:

· UNCTAD report: Globalization and Development: 2008
· UNCTAD report: Trade and Development, Part II 2002

· Paper on trade and poverty by Dollar and Kraay (and rebuttal by Rodrik)

· UNCTAD report: Least Developed Countries Report 2004: Linking International Trade with Poverty Reduction
· Book and Papers on outsourcing 
1. Thomas L. Friedman. 2005. The World is Flat New York: Farrar, Straus and Giroux
2. Leamer, Edward E., (2006), “A Flat World, A Level Playing Field, a Small World After All, or None of the Above?” Journal of Economic Literature, March 2007.

3. Blinder, Alan S., “Offshoring: The Next Industrial Revolution?,” Foreign Affairs, 85:2, 2006, 113-128.
4. Levy, Frank and Ari Goelman, “Offshoring and Radiology,” Brookings Trade Forum 2005, 2005, 411-423.
5. Bhagwati, Jagdish, Arvind Panagariya and T. N. Srinivasan, “The Muddles over Outsourcing,” Journal of Economic Perspectives, 18:4, 2004, 93-114.

6. Greg Mankiw and Philip Swagel, “The Politics and Economics of Offshore Outsourcing,” NBER WP 12398, July 2006.
· Book on FDI (Moran et al. 2005)
· Book by Rodrik on reserve at PSEL:
Dani Rodrik:  The New Global Economy and Developing Countries:  Making Openness Work [Overseas Devt. Council, and distributed by Johns Hopkins Press.  1999].

6.  Videos (Argentine crisis and others if time permits).  I will provide the links a week ahead.

7.  Economist Special Reports for case presentations.

8.  Economist Surveys for paper presentations.

COURSE WORK:
The course will consist of three homeworks (24%), a case presentation (10%), a term paper/presentation (36%), and a final exam (30%).  The homeworks, case presentation and paper/presentation may be done individually or in groups (of no more than 3 persons per group). Assignments and papers must have the names of the group members on them.  

Important Deadlines:

Friday September 26: Case Presentations

Friday October 10: Paper Ideas due.

Tuesday November 25: Paper due. Paper presentations.

Friday December 5: Final Exam  [In class. No exceptions please]

Tentative Schedule

Materials for the next lecture will be available (exclusively for use by students in this class) on the Bush School internal network drive S:\Academics\Classes\BUSH-608-602.  They are for your personal use only. Please do not share or pass them around.  Large files should not be printed. 
Week 1 (8/29):
Introduction; What are the issues; A look at some international data;

· UNCTAD report

Comparative Advantage: Theory and Practice

· Material from Yarbrough and Yarbrough: Chs 2,3,4

[By next week have your groups formed for the Case presentations]
Week 2 (9/5):

Comparative Advantage: Theory and Practice

· Material from Yarbrough and Yarbrough: Chs 2,3,4
· Paper on comparative advantage: D. H. Rosen “How China Is Eating Mexico’s Lunch [ http://yaleglobal.yale.edu/about/pdfs/china_mexico_lunch.pdf]
[Homework 1: Due in 2 WEEKS]
[Choose your case for the case study]

Week 3 (9/12):
Material from the Economist:

Case 1:
Globalization and the World Economy




Case 2:
Doha Round




Case 3:
World Manufacturing

Week 4 (9/19):
Trade, Development, and Poverty

· UNCTAD Report
· Dollar/Kraay paper and Rodrik comments
No class on Thursday 9/20
Week 5 (9/26):       CASE Presentations [15-20 minutes, including Q&A]

Week 6 (10/3):
Foreign Direct Investment 

· Book chapters from Moran et al. 
Week 7 (10/10):
Outsourcing/Offshoring
· Book and 5 papers listed above



[Homework 2: Due in 2 WEEKS]



[2-pager describing your Paper idea is due today]
Week 8 (10/17): 
What is good policy? Book by Rodrik
Week 9 (10/24):
Introduction to International Finance

· Material from Yarbrough and Yarbrough

Week 10 (10/31):
Roubini Notes:  Fixed & Flexible Rates, Asian Crisis 

Week 11 (11/7): 
Roubini Notes (conclude)




[Homework 3: Due in 2 WEEKS]
Week 11 (11/8: SATURDAY 9-12)



Argentine Crisis (2- hour Video)

Week 12 (11/14): 
NO CLASS 
Week 13 (11/19: WEDNESDAY 5PM – 8PM)
Four Economist Surveys on the Global Economy (annually since 2004)
Week 13 (11/21):
NO CLASS 
Week 14 (11/25: TUESDAY 5PM – 8PM)
Presentation of papers [15 minutes per paper+5 minutes discussion]

Week 14 (11/28):
THANKSGIVING HOLIDAY
Week 16 (12/5):
FINAL EXAM
[No change in date permitted]
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Globalization Sites

INTERNATIONAL/GLOBAL FINANCE:  http://pages.stern.nyu.edu/~nroubini/MACRO5.HTM is the Macroeconomics course material of Prof. Nouriel Roubini at NYU’s Stern School of Business.  It is an especially good introduction, with examples, to the economics of Global Finance.  I will use parts of Prof. Roubini’s notes in this class. I have his permission to use them.   

As a rule, if you want to use someone’s material on the net you should (i) ask permission to use the material, and (ii) cite prominently the author(s) of the material to whom the copyright belongs. For example, if I use Prof. Roubini’s lecture notes I will indicate:  Copyright: Nouriel Roubini and David Backus, Stern School of Business, NYU, 2001.
http://pages.stern.nyu.edu/~nroubini/asia/ is the best Global Finance site, and is maintained by Prof. Nouriel Roubini at NYU’s Stern School of Business.  Check into it often. It has the latest links and news. Choose carefully, there’s a lot here.

INTERNATIONAL TRADE and DEVELOPMENT:  On the International Trade and Economic Development side, the expert on globalization is Professor Dani Rodrik at the Kennedy School of Government at Harvard U.  His website http://ksghome.harvard.edu/~.drodrik.academic.ksg/ has a blog worth frequenting.
Finally, please be aware of the following:

Americans with Disability Act 

ADA is a federal anti-discrimination statute that provides comprehensive civil rights protection for persons with disabilities.  Among its provisions, this legislation requires that all students be guaranteed a learning environment that provides for reasonable accommodation of their disabilities.  If you believe you have a disability as defined by ADA that requires accommodation, please advise me.

Academic Integrity

The Bush School is committed to the development of principled leaders for public service.  Entering a Bush School course as a student means accepting this commitment personally.  The commitment to "principled leadership" is a further expansion of the Texas A&M student honor code that states: "An Aggie will not lie, cheat or steal nor tolerate those who do." Every student in this course must comply with this code in all work submitted for a grade and will be held accountable accordingly for both individual and team assignments. Anyone who is not prepared to be held accountable to this standard should immediately withdraw from this course.  

The attention is directed to the requirement to avoid plagiarism or the appearance of plagiarism through sloppy citation.  As commonly defined, plagiarism consists of passing off as one's own ideas, words, writings, etc, that which belong to another.  In accordance with this definition, you are committing plagiarism if you copy the work of another person and turn it in as your own, even if you have the permission of that person.  It does not matter from where the material is borrowed--a book, an article, material off the web, another student's paper--all constitute plagiarism unless the source of the work is fully identified and credited.  It is important when using a phrase, a distinct idea, concept, a sentence, or sentences from another source to credit explicitly that source either in the text, a footnote or endnote.  Plagiarism is a violation of academic and personal integrity and carries extremely serious consequences.  Scholastic dishonesty (including cheating, multiple submission of your work for grades in different courses and plagiarism) will not be tolerated and will be punished.  Further information can be found at http://www.tamu.edu/aggiehonor/acadmisconduct.htm
