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Abstract:

Differences in the income elasticities of demand for imports and exports between countries result in an
external constraint on growth to different degrees. This argument has been pointed out by Prebisch and
other authors who deal with export-led growth models. However, a consensus has not yet emerged as to the
extent to which the income elasticities can be considered as exogenously determined. In this seminar, we use
the evolutionary concept of the National Innovation System to address this question and to show why there
are differences in income elasticities of demand between countries. The aim is to show theoretically that
there is a causal relationship between an economy’s National Innovation System, its income elasticities of
demand for imports and exports, and its performance on the current account. Empirical evidence and a
Granger causality test are presented and these do not reject the core argument of the paper.
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