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ABSTRACT

This paper corresponds to the Appendix to Chapter 6 of the forthcoming

in Developing Countrxies. This work investigates several aspects related to
exchange rates in developing nations. Theoretical models of equilibrium and
disequilibrium exchange rates are developed; the behavior of real exchange
rates is investigated for a large cross section of countries; and the
éffectiveness of devaluation is assessed for a group of 39 developing

nations.
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APPENDIX 6.C

Exchange Controls and Trade Restrictions in Devaluation Episodes

This Appendix contains information on the evolution of exchange
controls and trade restrictions before and after each of the 39 devaluation
episodes analyzed in this study. The information reported here has been
obtained from various issues of the IMF's u t on Exchange
Arrangements and Exchange Restrictions, and Pick's Currency Yearbook.

Broadly following the IMF's methodology, this Appendix considers three
types of exchange controls and trade impediments: a) payments restrictions
on current transactions; b) tariffs, duties and cost-related measures; and
c) restrictions on capital transactions. The first type of impediments com-
prise: 1) all the measures related with the availability of foreign exchange
for import payments, such as licenses, prior approvals, priority lists,
multiple exchange rates and prohibitions; 1i) all quotas and quantitative
restrictions placed on payments for invisibles not related with capital
movements, such as tourism allowances and ceilings on private transfers; and
iii) the existing regulations concerning the handling of export proceeds.

All the measures that, directly or indirectly, after the effective cost
of foreign goods for domestic importers are included in the second category
of impediments. Thus, this category comprises all the available 1ﬂformation
regarding changes in the tariff structure, the imposition of import
surcharges and of taxes on current transactions on foreign exchange, and the
evolution of advance deposit requirements. Finally, the third category
describes the special arrangements or limitations attached to international
capital movements and domestic capital transactions in foreign exchange.

Regulations on foreign investment and on profits and dividends remittances,
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special procedures for the acquisition and service of foreign debt, and
restrictions on the holding of foreign currency by domestic residents and
institutions are included under this type of impediments.

As said before, the information reported in these tables is of a
qualitative nature. Thus, special attention should be paid to the
institutional arrangements pre-existing in each country before extracting
any conclusion regarding the relative restrictiveness of the exchange
controls and impediments in the period surrounding each devaluation episode.

The exact dates of the 39 devaluation episodes are the following:

Episode Year Date

Stepwis evaluations

Argentina 1970 June 18, 1970
Bolivia 1972 October 27, 1972
Bolivia 1979 November 30, 1979
Colombia 1962 November 20, 1962
Colombia 1965 September 2, 1965
Costa Rica 1974 April 25, 1974
Cyprus 1967 November 20, 1967
Ecuador 1961 July 14, 1961
Ecuador 1970 August 17, 1970
Egypt 1962 May 7, 1962

Egypt 1979 January 1, 1979
Guyana 1967 November 20, 1967
India 1966 June 6, 1966
Indonesia 1978 November 16, 1978
Israel 1962 February 9, 1962
Israel 1967 November 19, 1967
Israel 1971 August 21, 1971
Jamaica 1967 November 21, 1967
Jamaica 1978 May 9, 1978
Malta 1967 November 20, 1967
Nicaragua 1979 April 6, 1979
Pakistan 1972 May 11, 1972

Peru 1967 October 9, 1967

Philippines 1962 January 22, 1962
Philippines 1970 May 1, 1970

Sri Lanka 1967 November 22, 1967
Trinidad- 1967 November 23, 1967
Tobago

Venezuela 1964 January 18, 1964
Yugoslavia 1965 July 26, 1965



V.

Bolivia
Chile
Colombia
Ecuador
Kenya
Korea
Mexico
Mexico
Pakistan
Peru

1982
1982
1967
1982
1981
1980
1976
1982
1982
1975
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February 5, 1982
June 15, 1982
March 22, 1967
March 3, 1982
September 21, 1981
January 12, 1980
September 1, 1976
August 5, 1982
January 8, 1982
September 26, 1975
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