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Course Description 

Aimed at MIS students, this course covers the basics of history, 
institutions and facts as well as the key insights from trade 
theory and trade policy analysis. It is the second part of the MIS 
trade sequence, but can be taken out of order. 

 

 

 

 

 

PROFESSOR 

Richard Baldwin 

richard.baldwin@graduateinstitute.ch
Office hours 

 

ASSISTANT 

Giulia Sabbadini 
giulia.sabbadini@graduateinstitute.ch 

Office hours 

 

Syllabus  

 

Date Time Lec MIS B lecture topic 
Review Section 

Context  

Tue 15 Sep 10-12h 1 History  

Tue 22 Sep 10-12h 2 Institutions and facts  

Insights from theory  

Tue 29 Sep 10-12h 3 Insights from comparative advantage and Ricardo  

Tue 06 Oct 10-12h 4 Insights from Specific Factors models   

Tue 13 Oct 10-12h 5 Insights form Heckscher-Ohlin models  

Tue 20 Oct 10-12h 6 Insights from 'new' (40 yr old) trade theory  

Tue 27 Oct 10-12h 7 Insights from the theory of firms and trade  

Tue 03 Nov 10-12h 8 Insights from New Economic Geography PS #1 

Tue 10 Nov 10-12h 9 Insights from political economy of trade policy  

   Trade policy analysis  

Tue 17 Nov 10-12h 10 Partial equilibrium policy analysis   

Tue 24 Nov 10-12h 11 Partial equilibrium policy analysis   

Tue 01 Dec 10-12h 12 Catch up and review  

Tue 08 Dec 10-12h 13 In class final  

Tue 15 Dec 10-12h 14 Case study: GVCs and development  

 

Grading 

Grades will be based on the mid-term (20%), one written problem set (20%), final exam (50%), and classroom 
participation (10%). The students should be well aware of the institute’s regulation on exams and grading 
(available from the administration). A make-up exam for those who have legitimate reasons (mainly illness with 
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doctor’s certificate) of being absent for the exam can be arranged. There is no make-up exam in case you fail 
the final exam, but you can re-register for the course in the next academic year.  

Interactive classroom 

From lecture 2 onwards, we will switch to a more active classroom style of teaching – called “flipped teaching” 
(the professor is a “guide by the side rather than a sage on the stage”). One important goal of this new 
approach is to allow remote and in-person students to participate and engage at the same level.  

This is an experiment – we can always return to the old “sage on the stage” style, or evolve some blend of 
flipped and traditional. 

The infographic here (from the University of Michigan) explains the difference.  

 
Three bits are critical: 

1) You must have done the readings and studied the slides BEFORE the lecture. I will not present the 
slides in class. Rather, I can answer clarifying questions on the slides and reading. 

2) You must “engage with the material” before lecture. That means trying to work out the logic, maybe 
writing a summary, or at least highlighting key points and phrase, redrawing the diagrams yourself, 
etc.  

a. In particular, each group must provide one or two written questions on either the reading or 
the slides BEFORE each lecture. You must submit this to the TA no later than the night before 
the lecture. I’ll address some or all of these in class at the start of the session. 

3) Most of class time will be spent working in groups on exercises of various types that are assigned 
during the class (some maybe be assigned before class). 

a. Each group (probably 3 groups) will include both in-person and remote students. 

b. Each group will answer the exercises in a cloud-based document or presentation with in-
person and remote students participating simultaneously. The teaching assistant and I will be 
available to assist the groups during class. 

General readings 

There is no textbook for this course; mainly we rely on “teaching handouts” that I have written (listed under 
each lecture).  

Background textbooks (advanced undergraduate level) 

MMKM. A good, undergraduate-level introduction to trade theory can be found in Markusen, Melvin, 
Kaempfer and Maskus “International Trade: Theory and Evidence”; an online free version of the book is here.  

PTIE. Policy and Theory of International Economics (v. 1.0), a free textbook online. It explains basic concepts at 
length at an advanced undergraduate level. Although there is some maths, it is well explained and integrated 
into the verbal intuition and analysis. For details on it, click here.  

HK85. Helpman and Krugman (1985). “Market Structure and Foreign Trade,” MIT Press. Very old, but very 
clear. 

  

https://mpra.ub.uni-muenchen.de/21989/1/MPRA_paper_21989.pdf
https://2012books.lardbucket.org/books/policy-and-theory-of-international-economics/index.html
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History, Institutions, and Facts 

Tue 
15 
Sep 

10-
12h 

1 History of globalisation 

• The 3CC perspective on globalisation 

• Summary of the 4 phases of globalisation since 200,000 BCE 

• Phase 1: Humanising the globe; (185 of 200 millennia); migration-centric 
globalisation 

• Phase 2: Localising the world economy (12,000BCE - 1820) 

• Phase 3: Delocalising production, rise of trade, Great Divergence (1820 - 1990); 
goods-centric globalisation 

• Phase 4: Delocalising manufacturing knowhow, rise of North-South offshoring), 
Great Convergence (1990 – 2008 or 2016; knowhow-centric globalisation 

 

Required readings: 

 “The Long History of Globalization in Short,” Richard Baldwin [pdf on Moodle (17 pages)].Available also 
online here.  

 Section 2 of Douglas A. Irwin (2019). “US trade policy in historical perspective,” NBER Working Paper 
26256 http://www.nber.org/papers/w26256 

Optional readings:  

- You can find more in the first three chapters of my 2016 book, The Great Convergence: Information 
technology and the New Globalisation, Harvard University Press.  

- Even more detail can be found in the classic 2007 book, Power and Plenty: Trade, War, and the World 
Economy in the Second Millennium, by Ronald Findlay and Kevin H. O’Rourke, Princeton University 
Press. 

 

Tue 
22 
Sep 

10-
12h 

2 Institutions and facts 

• Trade-related international organisations 

• GATT/WTO fundamentals and main functions 

• GATT/WTO principles 

• Aggregate trade pattern facts; major trading nations, evolution of trade of 
regions, regionalisation of world trade, AE vs EM dependence on trade 

• Trade composition; evolution of production & trade, regional export patterns, IIT 
patterns by area, commodity, and its evolution.  

• Trade in services 

• GVCs 

• Facts about firms and trade 

Required readings: 

Before lecture, you must read the slides and: 

 Start with this web page: “What is the World Trade Organization?” and the first 5 subpages, 
https://www.wto.org/english/thewto_e/whatis_e/tif_e/fact1_e.htm   

 “Overview: a navigational guide”, 
https://www.wto.org/english/thewto_e/whatis_e/tif_e/agrm1_e.htm (just the top page required; 
read more if it interests you). 

 A more synthetic very well written briefing you need to read is, “Overview of the WTO Agreements”, 

https://voxeu.org/content/long-view-globalisation-short-part-1-5
https://www.wto.org/english/thewto_e/whatis_e/tif_e/fact1_e.htm
https://www.wto.org/english/thewto_e/whatis_e/tif_e/agrm1_e.htm
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https://www.meti.go.jp/english/report/downloadfiles/2011WTO/2-0Overview.pdf, pp 283-293.  

 

On the facts: 

 World Trade Statistical Review, 2019. WTO.org, Chapter III 
https://www.wto.org/english/res_e/statis_e/wts2019_e/wts2019chapter03_e.pdf 

 Bernard, A.B, Jensen, J.B., Redding, S.J. and Schott, P.K. (2007), Firms in International Trade, Journal of 
Economic Perspectives 21(3), 
http://www.princeton.edu/~reddings/pubpapers/FirmsTradeJEP2007.pdf  

Insights from theory 

Tue 29 Sep 10-12h 3 Insights from comparative advantage and Ricardian Model 

• Goal of traditional trade theory: Ricardo’s 3 questions 

• Insights from the “comparative advantage” perspective 

• Roadmap for traditional trade models 

• Insights from the Ricardian model in words, maths, and diagrams 

Required readings: 

Before lecture, you must read the slides and this (read the slides before the handout as the slides help you fix 
ideas before turning to the simple maths): 

  “Insights from the Ricardian Trade Model: Handout for Masters Students”, Baldwin teaching handout 
(pp 1 – 14).   

Optional and background readings: 

- PTIE Chap 2 

- “Edgeworth Box explained” (extract from Saylor free textbook) 

- There are many sets of slides on the internet based on Krugman, Obstfeld and Melitz textbook; these 
are often an excellent introduction to the Ricardian model. One of my favorites sets is by Thibault 
Fally, https://are.berkeley.edu/~fally/teaching.html 

 

Tue 06 Oct 10-12h 4 Insights from SFM 

• SFM basics 

• Autarky equilibrium 

• Insights from comparing autarky equilibriums 

• The RS-RD diagram 

• Free trade equilibrium 

• GFT (gains from trade) 

• Winners and losers from trade 

• Beaker diagram analysis 

• Analysis with Jonesian ‘hat algebra’ 

Required readings: 

Before lecture, you must read the slides (read through the slides first), and: 

 “Insights from the Specific-Factors Model for Masters Students,” Baldwin teaching handout, pp 1-20.  

Optional and background 

- PTIE, chap 5 has a part on the SFM 

- MMKM, chap 9. 

https://www.meti.go.jp/english/report/downloadfiles/2011WTO/2-0Overview.pdf
https://www.wto.org/english/res_e/statis_e/wts2019_e/wts2019chapter03_e.pdf
http://www.princeton.edu/~reddings/pubpapers/FirmsTradeJEP2007.pdf
https://are.berkeley.edu/~fally/teaching.html
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- Helpman, E. & Krugman P., 1985: Market Structure and Foreign Trade, MIT Press, Chapter 1. 

- There are many sets of slides on the internet based on Krugman, Obstfeld and Melitz textbook; these 
are often an excellent introduction to the SFM model. One of my favorites is by Thibault Fally, 
https://are.berkeley.edu/~fally/teaching.html  

 

Tue 13 
Oct 

10-
12h 

5 Insights HO models 
• Why study HO model? 
• Understanding the simplest HO model (2x2x2, sometimes called HOS 

model) 
Basic setup and assumptions 
GE feedback loops 

• Autarky equilibrium 
• FT equilibrium 
• HO and HOV thms: Factor abundance as a source of comparative 

advantage  
• Two classic partial equilibrium exercises (SS and Ryb Thms) 

Required readings: 

Before lecture, you must read the slides (read through the slides first), and: 

  “Insights from the HO model: Handout for MIS Students,” Baldwin teaching handout, all .  

Optional and background: 

- PTIE, chap 5 has a part on the HO model  

- MMKM, chap 8 

- There are many sets of slides on the internet based on Krugman, Obstfeld and Melitz textbook; these 
are often an excellent introduction to the HO model. One of my favorites is by Thibault Fally, 
https://are.berkeley.edu/~fally/teaching.html  

 

Tue 20 
Oct 

10-
12h 

6 Insights from 'new' (40 yr old) trade theory 

• Background 

Monopoly case and Cournot oligopoly 

Dixit-Stiglitz monopolistic competition 

• Krugman model 

• Helpman-Krugman model 

• Home Market Effect 

• Imperfect competition, market structure and trade (procompetitive effect 
and scale effects) 

 

Required readings: 

Before lecture, you must read the slides (read through the slides first), and: 

  “All you wanted to know about Dixit-Stiglitz but were afraid to ask”, Baldwin teaching handout 

 Pages 1-6 of “Cournot’s model of oligopoly”, http://cramton.umd.edu/econ414/ch03.pdf, and 
“Examples and exercises on Nash equilibrium of Cournot's model”,  
https://www.economics.utoronto.ca/osborne/2x3/tutorial/COURNX.HTM#Ex1  

 “Dixit-Stiglitz mechanics and insights from the Krugman model: Handout for MIS students”, Baldwin 
teaching handout 

Optional and background: 

https://are.berkeley.edu/~fally/teaching.html
https://are.berkeley.edu/~fally/teaching.html
http://cramton.umd.edu/econ414/ch03.pdf
https://www.economics.utoronto.ca/osborne/2x3/tutorial/COURNX.HTM#Ex1
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 MMKM, chap 11, 12 

 Clear presentation of oligopoly logic and maths: “Oligopoly and Trade,” Peter Neary, Dermot Leahy 
(2010). https://www.economics.ox.ac.uk/department-of-economics-discussion-paper-
series/oligopoly-and-trade  

 History of oligopoly model and empirical validity (an easy read), “Oligopoly in international trade: rise, 
fall and resurgence,” Keith Head, Barbara J Spencer, NBER Working Paper 23720, 
http://www.nber.org/papers/w23720 . 

 There are many sets of slides on the internet based on Krugman, Obstfeld and Melitz textbook; these 
are often an excellent introduction to the HO model. One of my favorites is by Thibault Fally, 
https://are.berkeley.edu/~fally/teaching.html  

o This lecture is especially clear on oligopoly and the imperfect competition background 
https://are.berkeley.edu/~fally/Courses/Econ181Lecture7a.pdf  

o This lecture shows an alternative (non-DS) approach to monopolistic competition where the 
markup variety with the number of firms; the CC-PP curve diagram can be helpful for thinking 
about both branches of imperfect competition and trade together (monopolistic competition 
and oligopoly) https://are.berkeley.edu/~fally/Courses/Econ181Lecture7b.pdf 

 

Tue 27 Oct 10-12h 7 
Insights from firms and trade models 

- Theories of MNCs 
- Heterogeneous trade models (Melitz model) 

Required readings: 

Before lecture, you must read the slides (read through the slides first), and: 

  “Multinational enterprises in the global economy: Heavily discussed, hardly measured,” De Backer, 
Miroudot, Rigo, 25 September 2019, https://voxeu.org/article/multinational-enterprises-global-
economy. 

 “From Krugman to Melitz: Insights from the new new trade theory,” Baldwin teaching handout, pp 1-
10. 

Optional and background: 

 “Heterogeneous firms and trade: testable and untestable properties of the Melitz model”, Richard 
Baldwin (2005), NBER Working Paper 11471, http://www.nber.org/papers/w11471  

 MMKM, chap 22 

 Redding (2011) Theories of Heterogeneous Firms and Trade, Annual Review of Economics, Vol. 3: 77-
105 (Volume publication date September 2011) 

 (The original presentation of the model) Melitz (2003), “The impact of trade on intra-industry 
reallocations and aggregate industry productivity”, Econometrica, vol. 71 (6), pages 1695-1725, 
November. 

 

Tue 03 Nov 10-12h 8 Insights from New Economic Geography 

Required readings: 

Before lecture, you must read the slides (read through the slides first), and: 

 Baldwin, Forslid, Martin, Ottaviano and Robert-Nicoud (2003), Economic Geography and Public Policy, 
PUP, chap 9, pp 227-242 

Optional and background: 

From: Baldwin, Forslid, Martin, Ottaviano and Robert-Nicoud (2003), Economic Geography and Public Policy, 
PUP, Chapter 2 - Core-Periphery Model, Chapter 3 - Footloose Capital Model 

https://www.economics.ox.ac.uk/department-of-economics-discussion-paper-series/oligopoly-and-trade
https://www.economics.ox.ac.uk/department-of-economics-discussion-paper-series/oligopoly-and-trade
http://www.nber.org/papers/w23720
https://are.berkeley.edu/~fally/teaching.html
https://are.berkeley.edu/~fally/Courses/Econ181Lecture7a.pdf
https://are.berkeley.edu/~fally/Courses/Econ181Lecture7b.pdf
https://voxeu.org/article/multinational-enterprises-global-economy
https://voxeu.org/article/multinational-enterprises-global-economy
http://www.nber.org/papers/w11471
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Tue 10 Nov 10-12h 9 Insights from political economy of trade policy 

Required readings: 

Before lecture, you must read the slides (read through the slides first), and: 

 Baldwin and Robert-Nicoud (2006), “Protection for Sale Made Easy”, CEPR DP No. 5452. 

  “A simple model of the juggernaut effect of trade liberalization”, Baldwin and Robert-Nicoud, 
https://doi.org/10.1016/j.inteco.2015.04.008 

Optional and background: 

(original article) Grossman and Helpman (1994), “Protection for Sale”, The American Economic Review, vol. 
84(4), pages 833-850. 

Trade policy analysis 

Tue 17 Nov 10-12h 10 Partial equilibrium policy analysis (part 1) 

Tue 24 Nov 10-12h 11 Partial equilibrium policy analysis (part 2) 

Required readings: 

Before lecture, you must read the slides (read through the slides first), and: 

  The Effects of Trade Policy, Pinelopi Goldberg & Nina Pavcnik, NBER WP 21957, pp 1-41. 

Optional and background: 

 Helpman and Krugman (1989), Trade Policy and Market Structure. MIT press 

 

Tue 01 Dec 10-12h 12 Catch up and review 

 

Tue 08 Dec 10-12h 13 In-class final 

 

Tue 15 Dec 10-12h 14 Case study: GVCs and development 

Before lecture, you please read: 

 Taglioni, Daria; Winkler, Deborah. 2016. “Making Global Value Chains Work for Development.” World 
Bank report. https://openknowledge.worldbank.org/handle/10986/24426 License: CC BY 3.0 IGO. 

 

 

https://doi.org/10.1016/j.inteco.2015.04.008

