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Abstr act

The costs of inport substitution (1S) as a strategy for
i ndustrialization, which was deenmed synonynmous w th econon c
devel opnent by many devel opnment econom sts of the fifties and sixti es,
wer e shown to be substantial intheinfluential and nuanced st udi es of
t he seventi es and ei ghti es under t he auspi ces of OECD, NBER and Wor | d
Bank. These studies playedacritical roleinshiftingpoliciesin
several devel oping countries away fromthe |IS strategy.

Recently there has been a proliferation of cross country
regressi ons as a net hodol ogy of anal ysis of i ssues relatingto grow h,
trade and ot her i ssues. Both proponents (e.g. Sachs and Warner (1995))
and opponent s (Rodri guez and Rodri k (1999)) of the vi ewt hat openness
totradeis linkedto higher growth have relied on such regressions.
The paper systematically reviews the theoretical and enpirical studies
on such | inkage. It rejects the cross-country regressi on net hodol ogy
for reasons of their weak t heoretical foundation, poor quality of their
dat a base and their inappropriate econonetric nmethodol ogies. It
argues that t he nost conpel ling evidence onthisissue can conme only
fromcareful case studies of policy regines of individual entries such
as those of OECD, NBER and Worl d Bank. It concludes that the virtues
of openness established in these nuanced i n-depth studies remain
unr ef ut ed.
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