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** “Broadly speaking, developed countries are in a better position

than developing ones to correct any imhbalance in their external
accounts, In a classic article Hla Myint distinguished between

two kinds of external vulnerability. The first stems from what he
called "the productivity theoly of trade" where a country "has
adopted and reshaped its productive structure to meet the require-
ments of the export through a genuine process of specialization."
The second is related to his theoly of “the vent for surplus"where
a country "happens to prosses a sizeable surplus productive capacity
which it cannot use for domestic production” and which -implies "an
inelastic domestic demand for the exportable commodity and/or a
considerable degree of international immobility and specificness

of resources.” In general develped countries exhibit the first kind
of vulnerability, while the developing countries suffer from the
second. The increased productivity in the first case and the high
rigidity in the second explain, to a great extent, the ability of
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