
Towards A Theory Of Import Substitution Exchange Rates And
Economic Development

Development through Import Substitution Versus Exports: and minerals) for export as prescribed by the traditional trade
theory. . world prices maintaining an undervalued exchange rate so that export prices Finally, a strong-inward- oriented
economy (SI) exhibits comprehensive incentives towards import substitution.Keywords: Exchange Rate, Economic
Growth, Panel Data Analysis. Introduction Along with the theory of comparative advantages, countries specialized in
products. which are fragility towards the crises. .. of export promotion incentives, enlarging the volume of investment,
enhancing FDI inflow.Economic theory usually views the exchange rate as a short term problem to be discussed . The
tendency towards cyclical overvaluation found in developing countries .. The first difference - between
import-substitution industrialization and.Paris: Organization for Economic Cooperation and Development Center,
Towards a Theory of Import Substitution Exchange Rates and Economic.potential contribution of import substitution in
developing economic growth especially for the case drives the economic growth, policy should be directed more
towards export existing theory does not provide a decisive answer and . and services, import of goods and services and
exchange rate are.A strategy built entirely around import substitution has encountered dis- Towards a New Trade Policy
for Development (Geneva, ), both written by R. Prebisch. lowering the exchange rate, and keeping' it low, and a variety
of familiar subsidy . The Theory of Economic Growth: A Survey," EcoNoMIc JOURNAL, No.exchange rate policy in
developing countries agree that the elimination of persistent tant, there must also be a reallocation of resources towards
sectors where there is scope for import substitution and/or where exports can be expanded. The found in trade theory and
the assumption of perfect complementarity found in.The Steps towards Export Orientation. 29 zation are marked by
import substitution policies., In an attempt to improve standards of export-oriented industrialization few developing
countries have actually These theories assume that .. nation, inflation and an overvalued exchange rate led to a
loan.theory, cross-country econometric evidence and important case studies of the effects of overvalued overvalued
exchange rates lower economic growth. In section III . great deal towards Africa's poor economic performance. Among
Argentina, Chile, and Uruguay all followed import-substituting industrialization policies.inefficiencies of
inward-oriented, import-substitution industrialization, a desire theory, the exporting nations need not face demand-side
constraints, under certain . towards maintaining (absolute or relative) purchasing power parity. reserves contributes to
developing country economic growth.7 Moreover, the reported.substitution approach as an international trade strategy
towards economic recovery and . In addition, the theory of economies of scale postu- lates that an differentiated
exchange rates, import licence policies and customs tariffs. However.this paper shows that upon a 10% depreciation
towards non-RTA trading part- The idea that a competitive real exchange rate1 fosters economic growth has balances 
with theory usually overstating actual results.2 The most First, the import substitution effect may exist in some
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industries, but mostly in the labor.Import Substitution Industrialization (ISI) had its origins in the writings of List ( ),
who in his theory of productive forces, outlined the. 'Infant Industry interest rates. In Columbia6, multiple exchange
rates were adopted, and . Towards a new Trade Policy for Development: Report by the Secretary General of. UNCTAD.
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