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poor management or a genuine change ini a country's comparative advantage is,
however, questionable.

A more sophisticated version of the infant industry theory was the basis of many
developing countries' industrialization policies from the 1940s through the 1970s. It was
argued that to break out of their dependence on low-growth, Iow-value industries such
as agriculture and resource extraction, countries needed to industrialize. As developed
countries already had the lead in manufactured goods, it would flot be possib~le for
competing industries to become established in the home market of developing countries
without protection. This strategy becamne known forrnally as import-substitution
industrialization (ISI)-substituting domestically produced manufactured products for
imports-and was particularly popular in Latin America, indluding Mexico. Many
inefficient industries were established as a resuit. These industries were unable to,
compete internationally and, once the growth potential of the domestic market was


