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            Abstract
          
        

        
          The effect of devaluations on economies is one of the most controversial macroeconomic policies in Sub-Saharan Africa (SSA), both theoretically and empirically. This study uses panel data from 1995-2013 for 17 SSA countries and 17 non-Euro OECD economies. The main conclusion is that exchange rates devaluations and revaluations are an effective policy instrument in improving trade balances and boosting real output in both regions. There are some similarities in the results between the two groups of nations but also many differences, which are indicated in detail in the text. For example, regarding the estimation of trade balances directly, the income effects (own GDP and foreign GDP) and the exchange rates effect seem to be more important in the case of SSA group than in the case of the OECD group. There are also some policy implications. Thus, governments in SSA nations are encouraged to further pursue both exchange rates and monetary or fiscal policies; and as they develop their industries, they may rely more and more on floating exchange rates.

        

      

      
        Keywords: 
Exchange Rates, GDP, Trade balance, Exports, Imports, Panel data, Sub Saharan and OECD countries

      

    

    

  
    
      Acknowledgments
      This research is financed by Brain Korea 21, Department of Economics, Seoul National University.

    

    

  
    
      References
      
        
          	
          	
        

        
          	
            
              1. 
            
          
          	Abbas Ali, D., Johari, F., and Haji Alias, M. “The Effect of Exchange Rate Movements on Trade Balance: A Chronological Theoretical Review.” Economics Research International (2014).
			[https://doi.org/10.1155/2014/893170]
		
        

        
          	
            
              2. 
            
          
          	Agbeyegbe, T. D., Stotsky, J. G., and Wolde Mariam, A. “Trade Liberalization, Exchange Rate Changes, and Tax Revenue in Sub-Saharan Africa.” Journal of Asian Economics 17 (No. 2 2006): 261-84.
			[https://doi.org/10.1016/j.asieco.2005.09.003]
		
        

        
          	
            
              3. 
            
          
          	Agbola, F. “Does Devaluation Improve Trade Balance of Ghana.” Paper to be presented at the International Conference on Ghana’s Economy at the Half Century, M-Plaza Hotel, Accra, Ghana, pp. 18-20, 2004.
        

        
          	
            
              4. 
            
          
          	Alejandro, C. F. D. “A Note on the Impact of Devaluation and the Redistributive Effect.” The Journal of Political Economy 71 (No. 6 1963): 577-80.
			[https://doi.org/10.1086/258816]
		
        

        
          	
            
              5. 
            
          
          	Arabi, K., and Abdalla, S. “Is There Evidence of A J-curve for the Sudanese Trade Data.” International Journal of Social Sciences and Entrepreneurship 1 (No. 10 2014): 154-67.
        

        
          	
            
              6. 
            
          
          	Arellano, M., and Bover, O. “Another Look at the Instrumental Variable Estimation of Error-Components Models.” Journal of econometrics 68 (No. 1 1995): 29-51.
			[https://doi.org/10.1016/0304-4076(94)01642-D]
		
        

        
          	
            
              7. 
            
          
          	Baharumshah, A. Z. “The Effect of Exchange Rate on Bilateral Trade Balance: New Evidence from Malaysia and Thailand.” Asian Economic Journal 15 (No. 3 2001): 291-312.
			[https://doi.org/10.1111/1467-8381.00135]
		
        

        
          	
            
              8. 
            
          
          	Bahmani-Oskooee, M., and Alse, J. “Short-Run versus Long-Run Effects of Devaluation: Error-Correction Modeling and Cointegration.” Eastern Economic Journal 20 (No. 4 1994): 453-64.
        

        
          	
            
              9. 
            
          
          	Bahmani-Oskooee, M. “Is There A Long-run Relation between the Trade Balance and the Real Effective Exchange Rate of LDCs?” Economics letters 36 (No. 4 1991): 403-7.
			[https://doi.org/10.1016/0165-1765(91)90206-Z]
		
        

        
          	
            
              10. 
            
          
          	Bahmani-Oskooee, M., Chomsisengphet, S., and Kandil, M. “Are Devaluations Contractionary in Asia?” Journal of Post-Keynesian Economics 25 (No. 1 2002): 69-82.
			[https://doi.org/10.1080/01603477.2002.11051349]
		
        

        
          	
            
              11. 
            
          
          	Bahmani-Oskooee, M., and Gelan, A. “Is There J-Curve Effect in Africa?” International Review of Applied Economics 26 (No. 1 2012): 73-81.
			[https://doi.org/10.1080/02692171.2011.619972]
		
        

        
          	
            
              12. 
            
          
          	Bahmani-Oskooee, M., and Kandil, M. “Are Devaluations Contractionary in MENA Countries?” Applied Economics 41 (No. 2 2009): 139-50.
			[https://doi.org/10.1080/00036840600994195]
		
        

        
          	
            
              13. 
            
          
          	Bahmani-Oskooee, M., and Kutan, A. M. “Are Devaluations Contractionary in Emerging Economies of Eastern Europe?” Economic Change and Restructuring 41 (No. 1 2008): 61-74.
			[https://doi.org/10.1007/s10644-008-9041-9]
		
        

        
          	
            
              14. 
            
          
          	Bahmani-Oskooee, M., and Niroomand, F. “Long-Run Price Elasticities and the Marshall–Lerner Condition Revisited.” Economics Letters 61 (No. 1 1998): 101- 9.
			[https://doi.org/10.1016/S0165-1765(98)00147-5]
		
        

        
          	
            
              15. 
            
          
          	Baltagi, B. Econometric analysis of panel data. New Jersey: John Wiley and Sons, 2008
        

        
          	
            
              16. 
            
          
          	Blundell, R., and Bond, S. “Initial Conditions and Moment Restrictions in Dynamic Panel Data Models.” Journal of econometrics 87 (No. 1 1998): 115-43.
			[https://doi.org/10.1016/S0304-4076(98)00009-8]
		
        

        
          	
            
              17. 
            
          
          	Bond, S. R., Hoeffler, A., and Temple, J. R. “GMM Estimation of Empirical Growth Models.” Economics Papers (2001).
        

        
          	
            
              18. 
            
          
          	Caselli, F., Esquivel, G., and Lefort, F. “Reopening the Convergence Debate: A New Look at Cross-Country Growth Empirics.” Journal of economic growth 1 (No. 3 1996): 363-89.
			[https://doi.org/10.1007/BF00141044]
		
        

        
          	
            
              19. 
            
          
          	Christopoulos, D. K. “Currency Devaluation and Output Growth: New Evidence from Panel Data Analysis.” Applied Economics Letters 11 (No. 13 2004): 809-13.
			[https://doi.org/10.1080/1350485042000254647]
		
        

        
          	
            
              20. 
            
          
          	Domac, I. “Are devaluations contractionary? Evidence from Turkey.” Journal of Economic Development 22 (No. 2 1997): 145-63.
        

        
          	
            
              21. 
            
          
          	Dornbusch, R. Open economy macroeconomics. New York: Basic Books, 1980.
        

        
          	
            
              22. 
            
          
          	Edwards, S. “Are Devaluations Contractionary?” The Review of Economics and Statistics 68 (No. 3 1986): 501-8.
			[https://doi.org/10.2307/1926028]
		
        

        
          	
            
              23. 
            
          
          	Edwards, S. “Exchange Rate Misalignment in Developing Countries.” The World Bank Research Observer 4 (No. 1 1989a): 3-21.
			[https://doi.org/10.1093/wbro/4.1.3]
		
        

        
          	
            
              24. 
            
          
          	Edwards, S. Real Exchange Rates in the Developing Countries: Concepts and Measurement. No. w2950. National Bureau of Economic Research, 1989b.
			[https://doi.org/10.3386/w2950]
		
        

        
          	
            
              25. 
            
          
          	Eita, J. H. “Estimation Of The Marshall-Lerner Condition For Namibia.” The International Business and Economics Research Journal (Online) 12 (No. 5 2013): 511.
			[https://doi.org/10.19030/iber.v12i5.7826]
		
        

        
          	
            
              26. 
            
          
          	El-Ramly, H., and Abdel-Haleim, S. M. “The Effect of Devaluation on Output in the Egyptian Economy: A Vector Autoregression Analysis.” International Research Journal of Finance and Economics 14 (2008): 82-99.
        

        
          	
            
              27. 
            
          
          	Freund, C., and Rocha, N. “What constrains Africa’s exports?” The World Bank Economic Review 25 (No. 3 2011): 361-86.
			[https://doi.org/10.1093/wber/lhr016]
		
        

        
          	
            
              28. 
            
          
          	Galebotswe, O., and Andrias, T. “Are Devaluations Contractionary in Small Import-dependent Economies? Evidence from Botswana.” Botswana Journal of Economics 8 (No. 12 2011): 86-98.
        

        
          	
            
              29. 
            
          
          	Gebeyehu, A. B. “Exchange Rate and Trade Balance; J Curve Effect in Ethiopia.” Journal of Economics and Sustainable Development 5 (No. 24 2014): 185-91.
        

        
          	
            
              30. 
            
          
          	Genye, T. “Currency devaluation and economic growth the case of Ethiopia.” Stockholm University, Unpublished Master Thesis, 2011.
        

        
          	
            
              31. 
            
          
          	Himarios, D. “The Effects of Devaluation on the Trade Balance: A Critical View and Re-Examination of Mile’s ‘New Results’.” Journal of International Money and Finance 4 (No. 4 1985): 553-63.
			[https://doi.org/10.1016/0261-5606(85)90029-4]
		
        

        
          	
            
              32. 
            
          
          	Hirschman, A. O. “Devaluation and the Trade Balance: A Note.” The Review of Economics and Statistics (1949): 50-3.
			[https://doi.org/10.2307/1927193]
		
        

        
          	
            
              33. 
            
          
          	Hooper, P. and Marquez, J. R. Exchange rates, prices and external adjustment in the United States and Japan. (No. 456). Board of Governors of the Federal Reserve System, 1993.
			[https://doi.org/10.17016/IFDP.1993.456]
		
        

        
          	
            
              34. 
            
          
          	Judson, R. A., and Owen, A. L. “Estimating Dynamic Panel Data Models: A Practical Guide for Macroeconomists.” Economics letters 65 (No. 1 1999): 9-15.
			[https://doi.org/10.1016/S0165-1765(99)00130-5]
		
        

        
          	
            
              35. 
            
          
          	Kalyoncu, H., Artan, S., Tezekici, S., and Ozturk, I. “Currency Devaluation and Output Growth: An Empirical Evidence from OECD Countries.” International Research Journal of Finance and Economics 14 (No. 3 2008): 232-8.
        

        
          	
            
              36. 
            
          
          	Kamin, S. B., and Rogers, J. H. “Output and the Real Exchange Rate in Developing Countries: An Application to Mexico.” Journal of development economics 61 (No. 1 2000): 85-109.
			[https://doi.org/10.1016/S0304-3878(99)00062-0]
		
        

        
          	
            
              37. 
            
          
          	Kim, S. “Country Characteristics and the Effects of Government Consumption Shocks on the Current Account and Real Exchange Rate.” Journal of International Economics 97 (No. 2 2015): 436-47.
			[https://doi.org/10.1016/j.jinteco.2015.07.007]
		
        

        
          	
            
              38. 
            
          
          	Kim, Y.-Y. “Dynamic Analysis of Trade Balance and Real Exchange Rate: A Stationary VAR Form of Error Correction Model Approach.” Seoul Journal of Economics 25 (No. 3 2012): 317-37.
        

        
          	
            
              39. 
            
          
          	Kim, Y., and Ying, Y.-H. “An Empirical Assessment of Currency Devaluation in East Asian Countries.” Journal of International Money and Finance 26 (No. 2 2007): 265-83.
			[https://doi.org/10.1016/j.jimonfin.2006.11.004]
		
        

        
          	
            
              40. 
            
          
          	Krugman, P., and Taylor, L. “Contractionary Effects of Devaluation.” Journal of International Economics 8 (No. 3 1978): 445-56.
			[https://doi.org/10.1016/0022-1996(78)90007-7]
		
        

        
          	
            
              41. 
            
          
          	Kwalingana, S., Simwaka, K., Munthali, T., and Chiumia, A. “The Short-Run and Long-Run Trade Balance Response to Exchange Rate Changes in Malawi.” Journal of Development and Agricultural Economics 4 (No. 8 2012): 221-32.
			[https://doi.org/10.5897/JDAE12.023]
		
        

        
          	
            
              42. 
            
          
          	Lal, A. K., and Lowinger, T. C. “Nominal Effective Exchange Rate and Trade Balance Adjustment in South Asia countries.” Journal of Asian Economics 13 (No. 3 2002): 371-83.
			[https://doi.org/10.1016/S1049-0078(02)00120-3]
		
        

        
          	
            
              43. 
            
          
          	Loto, M. “Does Devaluation Improve the Trade Balance of Nigeria? (A test of the Marshall-Lerner condition).” Journal of Economics and International Finance 3 (No. 11 2011): 624.
        

        
          	
            
              44. 
            
          
          	Meese, R. A., and Rose, A. K. “Nonlinear, Nonparametric, Nonessential Exchange Rate Estimation.” The American Economic Review 80 (No. 2 1990): 192-6.
        

        
          	
            
              45. 
            
          
          	Miles, M. A. “The Effects of Devaluation on the Trade Balance and the Balance of Payments: Some New Results.” The Journal of Political Economy 87 (No. 3 1979): 600-20.
			[https://doi.org/10.1086/260780]
		
        

        
          	
            
              46. 
            
          
          	Morley, S. A. “On the Effect of Devaluation during Stabilization Programs in LDCs.” The Review of Economics and Statistics (1992): 21-27.
			[https://doi.org/10.2307/2109538]
		
        

        
          	
            
              47. 
            
          
          	Nusair, S. A. “Are Devaluations Expansionary or Contractionary in Transition Economies?.” Applied Economics Quarterly 60 (No. 3 2014): 215-51.
			[https://doi.org/10.3790/aeq.60.3.215]
		
        

        
          	
            
              48. 
            
          
          	Ogbonna, B. C. “The Impact of Exchange Rate Variations on Trade Balance: Evidence from Nigeria, 1970-2005.” Journal of Research in National Development 9 (No. 2 2011): 393-402.
        

        
          	
            
              49. 
            
          
          	Ojo, A. T., and Alege, P. O. “Exchange Rate Fluctuations and Macroeconomic Performance in Sub-Saharan Africa: A Dynamic Panel Cointegration Analysis.” Asian Economic and Financial Review 4 (No.11 2014): 1573.
        

        
          	
            
              50. 
            
          
          	Onafowora, O. “Exchange Rate and Trade Balance in East Asia: Is There A J-Curve.” Economics bulletin 5 (No.18 2003): 1-13.
        

        
          	
            
              51. 
            
          
          	Ratha, A. “Does Devaluation Work for India.” Economics Bulletin 30 (No. 1 2010): 247-64.
        

        
          	
            
              52. 
            
          
          	Rawlins, G., and Praveen, J. Devaluation and the Trade Balance: The Recent Experience of Selected African Countries. Center for Economic Research on Africa, Department of Economics and Finance, School of Business Administration, Montclair State, 1993.
        

        
          	
            
              53. 
            
          
          	Reinhart, C. M. “The Mirage of Floating Exchange Rates.” The American Economic Review 90 (No. 2 2000): 65-70.
			[https://doi.org/10.1257/aer.90.2.65]
		
        

        
          	
            
              54. 
            
          
          	Rose, A. K. “Exchange Rates and the Trade Balance: Some Evidence from Developing Countries.” Economics Letters 34 (No. 3 1990): 271-5.
			[https://doi.org/10.1016/0165-1765(90)90130-S]
		
        

        
          	
            
              55. 
            
          
          	Sahn, D. Economic Reform and the Poor in Africa. Oxford: Oxford University Press, 1996.
        

        
          	
            
              56. 
            
          
          	Siregar, R., and Rajan, R.S. “Impact of Exchange Rate Volatility on Indonesia’s Trade Performance in the 1990s.” Journal of the Japanese and International Economies 18 (No. 2 2004): 218-40.
			[https://doi.org/10.1016/S0889-1583(03)00050-9]
		
        

        
          	
            
              57. 
            
          
          	Thapa, N. B. “An Econometric Analysis of the Impact of Real Effective Exchange Rate on Economic Activities in Nepal.” Economic Review: Occasional Paper 14 (2002): 17-36.
        

        
          	
            
              58. 
            
          
          	Taye, H. K. “The Impact of Devaluation on Macroeconomic Performance: The Case of Ethiopia.” Journal of Policy Modeling 21 (No. 4 1999): 481-96.
			[https://doi.org/10.1016/S0161-8938(97)00110-5]
		
        

        
          	
            
              59. 
            
          
          	Upadhyaya, K. P., Rainish, R., and Phelan, J. “Currency Devaluation and Aggregate Output in East africa.” Indian Journal of Economics and Business 8 (No. 2 2009).
        

        
          	
            
              60. 
            
          
          	Upadhyaya, K. P., Dhakal, D., and Mixon, F. G. “Exchange Rate Adjustment and Output in Selected Latin American Countries.” Economia Internazionale/International Economics 53 (No. 1 2000): 107-17.
        

        
          	
            
              61. 
            
          
          	Upadhyaya, K. P. “Currency Devaluation, Aggregate Output, and the Long Run: An Empirical Study.” Economics letters 64 (No. 2 1999): 197-202.
			[https://doi.org/10.1016/S0165-1765(99)00088-9]
		
        

        
          	
            
              62. 
            
          
          	Wilson, P. “Exchange Rates and the Trade Balance: Korea Experience 1970 to 1996.” Seoul Journal of Economics 13 (No. 2 2000): 135-64.
        

        
          	
            
              63. 
            
          
          	Yiheyis, Z. “The Effects of Devaluation on Aggregate Output: Empirical Evidence from Africa.” International Review of Applied Economics 20 (No. 1 2006): 21-45.
			[https://doi.org/10.1080/02692170500362264]
		
        

        
          	
            
              64. 
            
          
          	Yol, M. A., and Baharumshah, A. Z. “Estimating Exchange Rate and Bilateral Trade Balance Relationships: The Experience of Sub‐Saharan African Countries.” South African Journal of Economics 75 (No. 1 2007): 35-51.
			[https://doi.org/10.1111/j.1813-6982.2007.00104.x]
		
        

        
          	
            
              65. 
            
          
          	Zellner, A. “An Efficient Method of Estimating Seemingly Unrelated Regressions and Tests for Aggregation Bias.” Journal of the American statistical Association 57 (No. 298 1962): 348-68.
			[https://doi.org/10.1080/01621459.1962.10480664]
		
        

      

    

    

  OEBPS/images/big_30_2.jpg
Summer 2017 ISSN 1225-0279

SEOUL JOURNAL

OF EcoNOMICS

Volume 30 Number 2

Interaction among New Firm Formation, Privatization,
S B Wl 2 L G
ungho Kang, Byung-Yeon Kim and Jong-Kyu Lee

Experience Goods Monopolist: Freeware as an
Advertisement
e Duc Niem

Specifc Featuees of the Velocity of Maney fox Euro
Non-Euro Countries across the Euro Entry.
Koo Woong Park

‘The Role of Foreign Exchange Rates in Sub-Saharan
Countries: Empirical Comparison with Non-
OECD Countries Using Panel Data

jtas Sanidas and Fetene Bogale Hunegnaw






OEBPS/images/_common/images/crossref.gif





