Chapter 11 international trade and economic
development

Main points of this chapter:

m the importance of trade to development

B import substitution versus export orientation



11. 2 the importance of trade to development

11.2A trade theory and economic development

Traditional static trade theory is irrelevant to
the development process to some extent.

Therefore, developing nations are not necessarily
or always relegated by traditional trade theory to
export mostly primary commodities and import mostly
manufactured commodities.



11.2C the contribution of trade to development

lead to the full utilization of underemployed
domestic resources.

expand the size of the market, make economies
of scale.

transmit new technology and new managerial skills.

stimulate the international flow of capital from
developed to developing nations.
antimonopoly weapon



11. 5 import substitution versus export orientation

Import-substitution industrialization 1Sl the
Industrialization policy that many developing nations followed
during the 1950s,1960s,1970s involving the replacement of
Imports of industrial goods with domestically produced goods.

export-oriented industrialization the policy of
Industrialization pursued by some developing nations that
Involves increasing the output of manufactured goods for export.



main advantages and disadvantages of
import-substitution industrialization

tariff factories
(terms of trade)






main advantages and disadvantages of
export orientation industrialization






