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Is Trade an engine or handmaiden of Growth? 

• Evidence of correlation or indirect effects, see 
Sachs and Warner, Frankel and Romer, 1999, 
Dollar and Kraay, Edwards 

• Rodriguez and Rodrik, 2000, challenge the 
existing evidence and replicate all regressions, 
especially those of Sachs & Warner…. 

• Warner, 2003 and others reply, a consensus of 
sorts emerges, Rodrik outlines this in a series of 
papers: EPZs plus weak RER best of both worlds

http://www.cgdev.org/files/2757_file_cgd_wp034.pdf


Gravity model of Trade: Frankel and 
Romer

https://books.google.com/books?id=vQSwRPuMoZMC&printsec=frontcover&source=gbs_ge_summary_r&cad=0#v=onepage&q&f=false
https://books.google.com/books?id=vQSwRPuMoZMC&printsec=frontcover&source=gbs_ge_summary_r&cad=0#v=onepage&q&f=false


Gravity model of Trade: Frankel and 
Romer, 1999

http://www.physicsclassroom.com/class/circles/Lesson-3/Newton-s-Law-of-Universal-Gravitation
http://www.physicsclassroom.com/class/circles/Lesson-3/Newton-s-Law-of-Universal-Gravitation
http://www.physicsclassroom.com/class/circles/Lesson-3/Newton-s-Law-of-Universal-Gravitation
http://www.physicsclassroom.com/class/circles/Lesson-3/Newton-s-Law-of-Universal-Gravitation


Trade & Growth Readings:

• Levine and Renelt (1992)

• and Sala-i-Martin (1997, I just ran 2 million…)

• Rodriguez and Rodrik (2000). Warner (2003) 

• Wacziarg and welch (2008) 

• Dollar and Kraay (2004)

• Estevadeordal and  Taylor, 2008.  

• Rodriguez and Rodrik (2000)

• McLeod and Meliva 2012

http://legacy.fordham.edu/economics/mcleod/LevineandRenelt1992.pdf
http://www.gdsnet.org/Sali-i-Martin-TwoMillionAER1997.pdf
http://www.gdsnet.org/Rodriguez&RodrikSkepticsView.pdf
http://www.cgdev.org/content/publications/detail/2757/
http://www.anderson.ucla.edu/faculty_pages/romain.wacziarg/downloads/integration.pdf
http://www.gdsnet.org/DollarKraayTradeGrowthPovertyEJ2004.pdf
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=1802678
http://www.gdsnet.org/Rodriguez&RodrikSkepticsView.pdf
http://class.povertylectures.com/McLeod_Mileva_RER_TFP_20111128_RDF.pdf


The Sachs Warner Index very robust take on by 
Skeptics R&R 2000

http://www.gdsnet.org/Rodriguez&RodrikSkepticsView.pdf


Convergence 
rare unless   
conditional 

on 
something….  

http://www.gdsnet.org/SachsWarner1995BPEA.pdf
http://www.gdsnet.org/SachsWarner1995BPEA.pdf


Convergence 
across 

countries rare 
conditional on 
something…

Sachs-Warner
“openess”  

http://www.gdsnet.org/SachsWarner1995BPEA.pdf
http://www.gdsnet.org/SachsWarner1995BPEA.pdf


Consensus growth strategies: post East 
Asian miracle with or w/o best institutions

Early Washington Consensus 

• Trade liberalization

• Open capital account??

• Macroeconomic stability

• Privatization

Sachs-Warner Index:

• Tariffs < 10%, quotas <40%

• BMP < 20%

• Non-socialist government

• No export monopoly 

Post EA miracle consensus

• Weak RER 

• Macro stability

• Exports and FDI

• EPZ + SOEs best (China)

Africa w/poverty traps:

• Levers for growth

• Macro stability, weak RER

• Aid OK, resource rents?

• Aid can break poverty trap

• Debt relief?



Rodrik and Subramanian (2003)



Rodrik and Subramanian (2003) F&D



Competitive RER



Slide from Rodrik, Growth 
Strategies(Uganda too)

13



East/west African Miracles 

Country ISO 1990 2000 2006 2011
2006-

2011

2000-

2011

1990-

2000

Ghana GHA 907 1067 1255 1652 5.7% 4.1% 1.5%

Mozambique MOZ 396 501 694 861 4.4% 5.1% 2.2%

Rwanda RWA 718 654 889 1132 5.0% 5.1% -0.8%

Uganda UGA 563 774 977 1188 4.0% 4.0% 2.9%

Zambia ZMB 1249 1028 1200 1431 3.6% 3.1% -1.8%

Ethiopia ETH 545 527 689 979 7.3% 5.8% -0.3%

Malawi MWI 572 670 640 789 4.3% 1.5% 1.5%

Angola AGO 3093 2476 3926 5227 5.9% 7.0% -2.0%

Mauritius MUS 6104 9154 10479 12733 4.0% 3.0% 3.8%

Mean log Dev* 0.378 0.297 0.274 0.266 *(not including AGO or MUS)

Table SSA-2 Per capita Income & growth rates, 2000 to 2011



East/west African Miracles 



East Asian miracle dotted line (from 

Justin Lin’s 2012 Quest for Prosperity p.275 )



McLeod and Meliva, 2012



McLeod and Meliva, 2012 follow 

http://class.povertylectures.com/McLeod_Mileva_RER_TFP_20111128_RDF.pdf


McLeod and Meliva, 2012

http://class.povertylectures.com/McLeod_Mileva_RER_TFP_20111128_RDF.pdf


McLeod and Meliva, 2012

http://class.povertylectures.com/McLeod_Mileva_RER_TFP_20111128_RDF.pdf


McLeod and Meliva, 2012



McLeod and Meliva, 2012



McLeod and Meliva, 2012



Growth surges & miracles 
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