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Export-oriented and  im port-substitution essay 
 
D iscuss the case for using an export-oriented rather than im port-sub stituting 
approach to prom ote ind ustrialisation. [15 m arks] 
 

• Introduction 
o Export-orientation is a policy w here the governm ent aim s to develop 

exports by increasing export m arket through the exploitation of 
com parative advantage and use of free trade. 

o Im port-substitution is a policy w here the governm ent aim s to replace 
im ported goods w ith those produced in the dom estic econom y allow ing 
the industry to grow  gaining econom ies of scale until the firm  can 
com pete globally. 

o ‘M ission statem ent’ – to discuss the advantages of export-orientation, 
assess the lim itations of the policy and consider how  im port-substitution 
deals w ith these problem s before considering the lim itations of an im port-
substituting approach and reaching a balanced conclusion. 

• A dvantages of im port-substitution 
o A im  to allow  industries to grow  to becom e large and internationally 

com petitive. 
o Extensive use of protectionist policies, preferential rates of interest on 

loans, high exchange rates to allow  cheaper necessary im ports and ‘urban 
bias’ typical in planned econom ies by the governm ent, aim ing to allow  the 
industry to first saturate the dom estic m arket then rem ove barriers and 
com pete internationally. 

o The industry then m oves to an export-oriented approach and higher 
technology industries are focused on for an im port-substitution approach. 

• Lim itations of this policy and how  the export-oriented approach deals w ith these 
problem s 

o Due to subsidies and protected infant industry there is no m otivation to 
im prove efficiency. 

o Industry therefore m ay rem ain inefficient and not becom e internationally 
com petitive. 

o U rban bias and not allow ing m arkets to function freely m eans scarce 
resources are not allocated efficiently. 

• … and how  the export-oriented approach deals w ith these problem s 
o A llow  the free m arket to allocate scarce resources effectively. 
o U se of subsidies but not protectionist policies to allow  firm s to com pete 

globally. 
o U se of ‘open’ econom y to attract FDI to diversify and im prove the areas 

w hich the econom y holds a com parative advantage in. 

• Problem s w ith the export-oriented approach 
o The threat of protectionism  not allow ing these econom ies to export. 

• Balanced conclusion 
o H ow  im port substitution w as ineffective in large econom ies like Brazil and 

India due to the lack of pressure to becom e efficient. 
o H ow  im port substitution is not appropriate in sm all econom ies w ith very 

sm all dom estic m arkets such as the A sian ‘tiger’ econom ies. 
o These econom ies chose to practise an export-oriented approach and have 

a track record of successful developm ent. 
 
Marking 
1-2 m arks for know ledge; 3-5 m arks for application; 6-8 m arks for analysis; 9-15 m arks for 
evaluation. 


