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	The conjecture that the competitive pressure of imports works to promote productivity and efficiency in import-competing firms has for long been part of the conventional wisdom of trade policy, and has been used as a paramount argument for trade liberalization. This study substantiates this notion by advancing a theoretical mechanism, which we address as the hypothesis of imports as dynamic discipline. Essentially, this mechanism is grounded on the pro-competitive effect of international trade on domestic mark-ups, which, by reducing prices and (consequently) expanding output, increases the incentives to invest in R&D. Throughout this study we explore different facets of this mechanism. Among our main conclusions: a vindication of the role of the competitive pressure of imports in promoting productivity growth in domestic firms, a new set of arguments against the use of QR's, and, finally, the existence of a limited scope for temporary protection in the early life of a domestic industry which should lead to free trade in the long run. 
  


