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ABSTRACT

Korean industrial policy and policy implications for

Cote d’Ivoire

Joseph Hermann Peguitha GOUZOU
International Area Studies

Graduate School of International Studies
Seoul National University

Cote d’Ivoire has started its process of structural change since the early 1960s. It
turns out that the policies used for this process are still not effective. In the meantime,
Korea, which is sharing certain similar historical and economic characteristics with Cote
d’Ivoire, implemented within three decades a successful industrial policy that shifted

successfully its economy.

Whereas most of literature argued that the Korean Industrial Policy is following
solely either the statist theory through developmental state either the product cycle the-
ory through regulatory state, we are conducting this analysis by claiming that the dy-
namic of Korean Industrial policy is following a coalitional approach. Thus, this research
is assuming that coalition theory is the pattern used to achieve the structural transfor-

mation by industrialization in the case of the Korean success story.

First, we analyze the main theoretical approaches of industrial policies that led
those advanced countries. Secondly, we applied the coalition theory to examine the pat-

tern of the policy formulated in Korean industrial policy. Ultimately, this paper draws



appropriate strategy lessons to promote industrial policy for the development of the fu-

ture national plan in Cote d'Ivoire.

The research found that a strong coalition theory with LEs, SMEs and HCls, from
1960 to 1980, has led the industrial policy of Korea. The shifting within different types
of enterprises is implying for Cote d’Ivoire the promotion of state-led companies and a

strong government will to shift the policy towards more p productive sectors.

KEYWORDS: Industrial Policy, Structural Transformation, Developmental state; Co-

alition Theory.

Student number: 2018-26390
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CHAPTER ONE: GENERAL INTRODUCTION

1.0.  Background of the study

Korea's economic growth before the 1997 crisis has been described as the miracle
of East Asia. Indeed, the country has experienced three decades of extraordinary growth
that has led Korea's economy from the agricultural economy to a more export-oriented
manufacturing economy. On 12 December 1966, the country even joined the Organiza-

tion for Economic Co-operation and Development (OECD).

The catalysts for this growth are, in principle, very high savings and investment
rates and a strong focus on education. Korea has the highest levels in the world in terms
of young people enrolled in universities. Moreover, today, South Korea ranks among the
best countries on several scales regarding to its population economic and social situation
with a strong democracy. Recently a study published that inome per cita in korea has
reached and passed 25,000 $US. The country is ranked at the second place on the highest

level of HDI ranking in Asia, following Japan (Benjamin Pham, 2015).

Compared to the situation of this country fifty years ago, the present results can
easily be appraised as an economic miracle. In 1960, its economy its per capita was less
than 200 US$ dollars. South Korea succeeded to shift its economy from an exclusively

foreign aid receiver into a member of the DAC country in 50 years.

Given that, almost all indicators of South Korea's economic performance in 1960

were red i.e. by the world's worst performers, our study offers a small answer to the



major puzzle that Korea's success represents. Of the 29 countries of the OECD Commit-
tee, he was by far the poorest in 1960. How did South Korea succeed in its development

where many have always failed?
1.1. Statement of the problem

Despite numerous declarations of intent and the desire expressed in recent years
to overcome the important problems that hinder the implementation of an effective in-
dustrial policy on structural change, Africa has stalled. This study aims to analyze South

Korea's industrial policy and to highlight the theoretical framework that is similar to it.

The analytical results will help make recommendations for developing countries
in this case; Cote d’Ivoire. In fact, development seems to be the process in which changes
in economic, social, political and cultural structures and institutions occur. To this end,
governments have a duty to implement policies, through the stimulation and the promo-
tion of legal and organizational framework, for structural transformations which is es-

sential to the fulfillment of their objectives.

Most advanced economies have operated their structural transformation by imple-
menting industrial policies. It is well known that the first industrialization model has
processed in Britain. This model had unique characteristics that have never been repli-
cated elsewhere. However, this process exerted an unmistakable power of attraction on
his contemporaries because of his novelty and his impressive way of developing the

forces of production to achieving a steady economic growth rate. It was, indeed, a model



the characteristics of which can be defined and from which other countries have traced

the path they should follow (Wyn Grant and Stephen Wilks, 2008).

Some countries still have a not-strong enough economic growth trajectory.
Whereas some sectors are in excessive decline, others sectors play too much of a role in
overall economic growth. As knowledge and capacity are irretrievably lost, manufactur-
ing output is even declining for other countries. Indeed, in this situation, economic pol-
icies in favor of industrial policies must be carried out with the aim of strengthening
specific sectors. These sectors could require either more capital; more labor or more

skilled labor either fostering new sources of economic growth such as green economy.

The countries that are successful in the world, which have achieved structural
transformation, are based on highly productive industrial and service sectors. They trans-
ferred resources from low-productivity to high-productivity sectors through industrial
development. A fundamental element of structural transformation is the shift from the
main rural activity to urban activities. Structural transformation has significantly in-

creased income levels in poor countries (Haeran Lim, 1998).

The issue of structural transformation through the implementation of a dynamic
and prudent industrial policy has become the leading leader everywhere. However, with
the exception of Asian countries that have successfully maintained sustained economic
growth rates since the 1980s. It should note that the widely defined increased interest in
industrial policies comes at a time when global value chains have become more complex

and important. Until recently, competition from emerging economies has increased, even



in activities and markets claimed to be the main strengths of OECD countries (Arnold

Toynbee, 2013).

Since 2008, governments have been facing budgetary constraints. Countries are
looking for effective, selective and low-cost interventions to stimulate their economies.
Priorities in areas where government action can make a difference is therefore of increas-
ing political interest and it is clear. However, where action remains the historical expe-

rience with targeted interventions and industrial policies are at best mixed.

In Africa, Agenda 2063, member countries agreed on seven key and most relevant
aspirations. Its priority is to liberate a whealthy African continent based on a growth and
development that are respectively inclusive and sustainable (AUC, 2015). Perhaps it is
from learning from global development experiences or from prosperous countries.
Adapting significant experiences by countries to catalyze economic and social transfor-
mation can help to improve the trajectory of industrial policies in African economies.
Then, of course, an endogenous industrial policy adapted to the specifics of African

economies will be able to achieve structural transformation and thus overcome poverty.

In 2015, a study showed that the financial flows provided to African countries are
not effective in promoting industrialization furthermore achieving structural transfor-
mation. This study concludes that the role of financial flows from abroad in promoting
the economic transformation should be carefully analyzed in order to maximize the im-
pact of these capital inflows (Steve Loris Gui-Diby and Mary-Frangoise Renard, 2015).

In fact, this study focuses on FDI, but it clearly shows that industrialization may not



depend solely on foreign implications. This statement aligns with the idea that industrial
transformation means an internal process that works by increasing or decreasing in in-

dustrial sectors.

To transform suscessfully an economy it requires timely transfer of resources to
more competitive sectors. That said, the private sector or foreign donors should not stand
this process alone because it requires a general policy and primary control. The govern-
ment must manage the control of the implementation of industrial policy. As proof, a
theoretical study that emerged in the 1980s has pointed out that a growth is the endoge-

nous result of an economic system.

1.2. Research objectives

The present study is conducted to attain the following three objectives. First, this
analysis will permit to highlights the core determinants of the success story of Korean
industrial policy through literature according to theoretical approaches of industrial pol-
icy. The author will examine the pattern of the policy formulated for the structural trans-

formation of the economy of Korea, accordantly to the coalition theory.

The second objective of this work is to examine the theoretical framework that

matches with Korean experience.

Ultimately, this paper will draw lessons to promote industrial policy for drafting

a future national plan in developing countries.



1.3. Research questions and hypothesis

This study aims to answer these questions:

1. How has Korea implemented the coalition theory in the industrial
policy of Korean?

2. What is the path of Cote d’Ivoire according to the coalition theory
of industrialization?

3. According to Korean experience, what kind of improvements could

be proposed to Cote d'Ivoire?

To respond to these questions, we assert that industrial transformation was due to
a coalition of both core theories of industrial transformation. In fact, we assume that,
instead of solely following the product cycle theory or Statist theory, Korean industrial

policy has worked dynamically by a coalition theory.
1.4.  Scope of study and limitations

The International Monetary Fund database showed that both Cote d’Ivoire and
Korea have faced structural adjustment since 1978. Meanwhile, Korea has achieved a
steady growth rate and shifted its agricultural-based economy to be an industrialized
economy today. The target country has gotten its independence in 1960 whereas South
Korea got its indepencdence from japanese hegemony in 1948. Both countries start their
sovereign economic develpmemnt policy early after their independence. Moreover, in

the 1980s, Cote d'Ivoire encountered economical problems after successful growth in the



1970s, but its ability to adjust has been limited by the membership of the West African

Monetary Union (WAMU).

For the period of study, we shall undertake that the most important recent period
of the both countries economic development is covering the period from 1960 up to 1990.
However, the period starting from 1990 up to today will be provide through the study to
enlighten both countries current economic development. Then, this investigation plan to

cover the period starting from 1960 to nowadays.

What could be limitaions of our study?. Indeed, as we aim to highlight the pattern
of industrialization of Korea, a priori we could not expect any limitations concerning
writings or data for the Korean economy. That said, it would remain to analyze the model
of Cote d'Ivoire. The limitation of this work could be the availability of researches or

accurate data of Cote d’Ivoire from 1960 to 1970.
1.5. Research methodology

Korea has shifted successfully its economy from a traditional economy to an in-
dustrialized one within a period of fewer than 30 years. This achievement is based on a
strong government leadership. This study is not to expose the government implication in
the successful experience of South Korea rather to show the determinant of Korean in-
dustrial policy but to describe the theoretical approach that matches better with the struc-

tural transformation process of Korea.

Indeed, there are several theories which govern the theoretical framework of in-

dustrial policy. This study has devoted the coalition theory in government policy to



achieve industrial transformation. This paper will be led by a qualitative analysis. First,
a brief introduction to the most important existing rationales framework followed by a

discussion on the historical evolution on the topic of industrialization.

The core part of our research is beginning with an analysis of the steps, the struc-
ture of the policy and the organizational model. We aim to enlight the coalition theory
that Korea used to fulfill his structural transformation through industrialization. This
policy analysis will be used to propose policy implications for Cote d’Ivoire regarding
the Korean case. The whole research will be based on the assemblage of illustrations
considered in the existing works of literature. In short, the methodology to the answer of
the research questions will be conducted with qualitative analysis based on the existing
literature related to the topic and seek to draw applicable recommendations for Cote
d'Ivoire. We will cover the period running from 1960 to recently. This Research will

contain five chapters.

The first chapter comprises of Introduction, Research questions, Research ob-
jectives, Significance of the study, Thesis structure, and Statement of the problem, Re-

search methodology and lastly, the Scope and limitations of the study.

The second chapter titled Literature Review is divided into six parts. It will com-
prise the Definition of key terms, Product cycle theory, Statist theory, Coalition theory,

and a discussion.

Chapter three is composed of six parts. The first part is about to introduce Ko-

rea’s industrial Structure, the Evolution of Korean industrial policy and Evidence of



basic theories in the industrial pattern of Korea composed of three parts product cycle,

statist theory, and coalition theory.

Chapter four is divided into seven parts; the first part discusses Introduction of
Cote d’Ivoire, introduction, Industrial policy evolution, Industrial policy structure, rap-
port of implementation of recent national policy, Theoretical analysis of Cote d’Ivoire

Industrial policy in three theoretical approaches in three parts.

Chapter Five, which last this thesis, is divided into three parts, the first one is the

summary of the thesis, followed by the recommendations and lastly a conclusion.
1.6.  Significance of the study

There are numerous studies on Industrial policy since the rise of this topic in both
developed countries and developing countries. Our research attempt to introduce a new
matching, by a policy analysis of the experience of Korea and cross reading, with the
current policy implemented in Cote d’Ivoire. This study will hold as a useful paper to

understand more the specificities of both countries at glance.

Secondly, the qualitative analysis of Korea’s successful experiences provides new
insight into policy and strategy formulation for developing countries that are struggling
on the path of development. It’s known that South Korea, in the 1970s and 1980s, is an
example of a country in which sustained growth has been achieved. This economic

growth led to higher wage rates and a reduction in inequality (Bai Gao, 1998).

Third, this thesis will help policymakers to adopt effective policies and strategies

formulation to foster not only industrial policy, but also the linkage with other policies.



Not only the government but also the private sector or other national economic leaders
will better appreciate their rank and level of intervention in seeking a better policy. Def-
initely, the outcomes of this study will provide a useful contribution to the formulation

of future development plans and policies.
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CHAPTER TWO: LITERATURE REVIEW

2.0 Introduction

This chapter as for the objective to explain some concepts especially those repeat-
edly used in this research. It will also explore previous literature on industrial policy to
introduce the past and present frameworks of industrial policy and discuss the new re-

quirements.

Firstly, the most important theoretical approaches related to theme of this research,
starting from the industrial revolution that took place in England on to recently, will be
introduced. The different patterns of governance to achieve steady growth and structural
transformation are presented in the second section. Lastly, the evolution of requirements

in industrial policy worldwide will be discussed.
2.1. Definition of main concepts

2.1.1. Industrial Policy

At the arousing of the idea of government intervention to relieve the market failure,
there was no standard definition of industrial policy. In the japan post-war, this policy
was related to policymaking activities implemented by the Ministry of International

Trade and Industry (MITT).

11



A country industrial policy is its strategy to encourage the development of eco-
nomic sectors that for reasons of national sovereignty or insufficient private initiative

require a public intervention.

In the literature, the industrial policy is regularly and interdependently named in-
dustrialization policy (S Lall, 1992). Industrial policy works horizontally and aims to
provide suitable frameworks for the competition of manufacturing companies. Its exec-
utives, which build the policy elements of the companies concerned, should thus enable
the best exploitation and the best profit of the alternatives. However, executives should
be adapted to the carateristuics of the sectors in which they operate. Indeed, the industrial

policy applies specifically to the sector concerned.

Today, we can define industrial policy as any type of intervention or government
action toward the manufacturing sector. Those interventions are tasks, reforms or activ-
ities that aim either to improve or to alter economic growth or societal welfare. Either it
is for the improvement, it is concerned with tasks that are expected to offer better pro-
spects for economic growth or societal welfare. Whether it is for the alteration, it is re-
lated to reforms and actions expected to balance the structure of the economic environ-

ment or activity, toward sectors and technologies (Ken Warwick, 2013).

Recently, between 2008-2009, the economic situation at that time provided evi-
dence of market inefficiency and, in fact, there was a broad consensus around strong
government intervention. On the other hand, government intervention should lead to the

creation of a solid framework for the functioning of businesses. This is what has been

12



lacking to the market economies of the United States and Europe and led to their bank-
ruptcy. Now, government-led industrial policy is the most accepted ideological formula.
This ideological approach even finds the support of traditional economists and leaders.
That said, market failure could be seen as a deficit of selective intervention aimed at
shifting the sectoral allocation of production towards sectors that are expected to give a
higher growth trajectory than would have occurred in a market balance (Stephen Hag-

gard, 2014).

Indeed, by industrial policy, agreement is made on state intervention with the aim
of impacting the current economic model. Before this ideological approach, the market
was considered effective in endogenously rescinding the balance; whether it is the allo-
cation of resources between sectors or the choice of procedures. Anything that prohibited
government interference or any public policy. This idea even considered that if the mar-
kets did not balance themselves, governments would also not be able to recreate or help

restore balances.

Finally, the industrial policy definition is combining with a target of the interven-
tions. Those interventions are targeted and have to reach a goal settled by either central
or local government. This goal has to come through the shifting of the sectoral allocation
of factors towards the sectors that are believed to yield growth path than would have

occurred under a market-led policy.

13



2.1.2. Structural Transformation

Many theories have been offered to explain the industrial transformation. In the
literature, it is also called industrial transition. Industrial transformation appears as a
process. The process when an economic structure is shifted to another new and better
one that aims the improvement. Several studies also assumed that the previous agricul-
tural economy does not able to achieve growth and devloppement, they assumed indus-
trial transmation achievable by a strong and reformful, well organized, development led

manufacturing industry.

A world bank report in July 1992, was emphasizing the mechanism of transmis-
sion of policy towards the standards of living, the structure of the economy or the results
that occurred after implementing a policy. By comparison, the structural transformation
is the way a structure could change trough in improvement due to the results of action
or a policy.

The economic literature often assume that implementation of industrial policy is
responsible for structural transformation. Industrial transformation in that extent refer to
structural transformation. The latter is consider as an essential determinant of the eco-
nomic development process (Kuznets 1966, Kaldor 1967, Chenery and Taylor 1968).
Thus, it is recognized that different sectors and products can have different effects on
the economy and that the economy can take an upward trajectory if it manages to position

itself in certain sectors/products offering increasing returns of scale or with high income

14



elasticity (Rodrik 2011). Given these factors, avoiding the middle-income trap and en-
suring sustained growth in GDP per capita would necessarily require an acceleration of
the structural transformation process from low-productivity to high-productivity. This
means developing comparative advantages in sophisticated and well-connected products
in the sense that the productive capacities they require allow them to diversify into even
more sophisticated products (Hidalgo et al. 2007, Hidalgo and Hausmann 2009, Felipe

et al. 2012).

The structural transformation then become the situation that ocuurs in a more com-
plex economy during which the value added is increase from up the intermediary income
to upper income. The economy at that time is more sophisticated, the goods are more
capital and skilled abundant than labor. This process of structural tranfomration has been
famous since the growth of Asian Countries. However recently, some studies are miti-
gating the power of manufacturing sector and innovation through R&D to trigger growth

and install a complex economy.

2.1.3. Import substitution policy

In macroeconomic studies, Import is one of the most importatnt variables for the
national income acoounting. It simply refer to he amount of purchase of foreign goods
and services by citizens, businesses and government of a home country. Import Substi-
tution Industrialization (ISI), which the result of import substitution policy, is a trade and
economic policy. It proposes to replace foreign imports with domestic production. Ac-

cording to the literature, the ISI is based on the principle that an economy through local
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production will have to reduce its dependence on the outside world. It would be a matter
of producing locally the goods that the economy needs instead of importing it from

abroad.

2.1.4. Export-led policy

Fundamentally, export-oriented policy is a political process by which a country
aims to accelerate its economic growth rate by building on an expansion of its exports.
The main concern is to take more advantage of the value-added revenues that are incor-
porated into export products. Indeed, the expansion of exports contributes to creating
jobs, a higher rate of capital accumulation, a gradation of technology through larger im-
ports and rather a marked improvement in the quality of life. The theoretical framework
that supports this idea indicates that a country's economic development can be stimulated
by several factors. However, it is believed that the contribution of two major factors is
the key to its success: increasing the quantity and quality of its productive resources and

using them more productively.

This export centered growth strategy aims to strengthen both of these factors. In
this strategy, a country tries to specialize in products in which its factor endowment gives
it a comparative advantage. This means that the country is trying to increase the employ-
ment of its unemployed or underemployed. It is a strategy to allocate their more produc-
tive resources and thus accelerate their economic growth. It is also in the nature of things
that international standards are a cost-effective channel for the transfer of technology

between countries. The benefits of research and development in a country tend to be
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shared among its trading partners. International trade stimulates the growth of trading

countries through the supply and demand mechanism.

This means that international trade continually interacts with demand and supply
forces and helps them accelerate their growth rates. For example, trade increases the
added value of using their resources. This increases the demand for products marketed
and consumed domesticly. The resulting increase in production allows producers to take
advantage of economies of scale, reduce costs and prices, and further stimulate demand.
However, there is still no final debate as to whether a country can rely on an export-
based growth strategy. International financial institutions such as the IMF, the World
Bank and the Asian Development Bank, such as economists such as Sachs and Werner,

have been strongly committed to export-oriented growth.

Their arguments are supported by cases in East Asian countries that have success-
fully followed this approach. On the other hand, there is also no back-to-back opinion
that there is no guarantee that the export-based growth strategy will always be successful;
it can only be useful if the framework conditions are favourable to this approach. Hla
Myint, for example, believes that continuing to promote a country's export stow risks
creating a "double economy"; that is, an economy characterized by certain economic
growth enclaves surrounded by underdeveloped areas. Similarly, some economists be-
lieve that in an open and trade-friendly economy, consumers are at greater risk of a

demonstration effect that can delay savings and capital accumulation rates.
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According to some economists, the biggest failures of export promotion policy are
evident in the models of developing countries. Indeed, exports from developing coun-
tries tend to suffer from the deterioration in terms of trade. This leads to a situation in
which importing countries have a greater advantage than developing countries known as

exporters.
2.2. Theoretical frameworks of industrial policy

In 2009, debating on conforming or defying the comparative advantage in indus-
trial policy for developing countries, one has been arguing that “Once one starts to think
about the questions of economic growth, it is hard to think about anything else than
industrial policy (Justin Lin and Ha-joon Chang, 2009). We know that there are two main
theories to explain industrial transformation: product cycle theory and statist theory.
These theories were cited as the most important means of pursuing industrial policy.
Since the 17th century, industrial policy has been at the heart of the analysis. Several
researchers would find out how best to implement industrial policy. The core theoretical
rationales that lead the thoughts of the industrial framework are regulatory state theory,

developmental state theory, and revisionist or coalition theory.

2.2.1. Developmental state

A developmental state is a state in which the government is closely involved in
macro and microeconomic planning to develop the economy, with the addition, trying
to develop its resources in the development of a better life for the population. The state

of development is a concept coined by Chalmers Johnson and used to describe states that
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follow a particular model of economic planning and administration. It was first used to
describe Japan after 1945 and its rapid modernization and growth. A simple definition
would be that "a developemental state is a state in which the government is closely in-
volved in macro-economic planning to grow the economy", adding "while it seeks to use

its resources for the development of a people's lives”.

According to Haggard Stephen, the concept of developmental state was created to
explain the rapid growth of a number of Post-War East Asian countries. With regard to
the specifics of developing countries, their supporters stressed the role of state interven-
tion and industrial policy, as well as the importance of strong states and some social
coalitions. But cutting-edge literature also offered a theoretical approach to growth that
was ethereal in terms of dominant approaches to economics and political science. (Ste-
phen. Haggard, 2018). In fact, the concept was used by experts in international political
economics to refer to the phenomenon of state-level macroeconomic planning in East
Asia at the end of the 20th century. He introduced a definition of the new type of capi-
talism used in Asian countries. The entire policy of the Asian government to achieve
structural changes differed from the capitalism proposed by European and American
countries. The state has more independent or autonomous political power and greater
control over the economy. Industrial policy involves the use of its powers and resources
by the government to manage policies that increase the needs of certain sectors and in-
dustries and, if necessary, those companies for factor productivity (Daniel

Okimoto, 1989).
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Bringing together most of the analyses of historical and economic literature, it has
returned to the developing countries: China, Singapore, India, Thailand, Taiwan, Vi-
etnam, Malaysia, South Korea, Philippines and Indonesia are all like a classified devel-
opment. Most countries have made structural changes more rapidly than the United
States of America or the United Kingdom. It took about 50 years for the US to double
the size of its economy during its economic start-up in the late 19th century, and it is
estimated that the UK took about 60 years to do the same. Several countries in East and
South-East Asia now double their economies every ten years. The level of development
is an integral part of the government's poverty reduction measures. China has driven 600
million people out of poverty over the past 30 years, almost entirely through this form
of state-level economic planning. Progress towards the Millennium Development Goals

is largely due to this form of governance.

However, the model goes beyond mere development and involves the creation of
a competitive environment. While many countries simply privatize key activities, devel-
oping countries are actively creating competitive enterprises to increase efficiency,
prices, services and employment. In a state of development system, the government has
a duty to create a competitive Crown company with serious or minor interventions. In-
tensive interference would be classified as physically restrictive competition with a re-
strictive law. Easy interventions can result in effective corporate governance by attract-
ing good management and implementing effective practices. There is no reason why a
nationalised enterprise should be ineffective and why a private enterprise should be suc-

cessful. The continuous increase in efficiency is driven by a real choice for the consumer.
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While this does not provide a perfect form of governance, there are certainly many
developing countries that could learn from developing countries' attitudes to long-term
planning. Short-term planning usually hinders progress and limits growth. In a develop-
mental state, the problem of money is set aside and the most efficient system is imple-
mented. Often this is only possible through a one-party government and leads to a "gross
agreement” of some people. Instead of multiple consultations and repairs, the goal is

pursued because of its general benefit to society, even if it is at the expense of a minority.

Another way for countries to learn from developing countries is to put more em-
phasis on sovereign wealth funds. These funds are large sums of money that exist only
for the benefit of future generations. A quick look at Asia shows that sovereign wealth
funds are widespread. China has created two funds, as has Singapore. Hong Kong, Bru-
nei, South Korea, Vietnam, Malaysia and Indonesia have one. Developing countries
could learn to implement strategies to advance a long-term vision to support full-fledged

development.

If you look at the traditional development model in detail, it seems that many basic
ideas embedded in this need need to be highlighted. In fact, current thinking about the
state of development has been strongly influenced by research into the experiences of
East Asian tigers. Although there are some differences of opinion in the literature on the
basic political issues that have enabled native Asian tigers to achieve a high level of
development and economic growth, there is a general consensus on how to achieve Char-

acteristics that have characterized these successful development states. At the same time,
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the traditional developing state has established its autonomy by creating a lean bureau-
cracy characterised by meritocracy and long-term career prospects. These traits make
officials more professional and detached from powerful groups in search of pensions that
seek to influence them. At the same time, the state cannot be too isolated from society,
because it would risk becoming selfish, instead of meeting the needs and demands of
Peter Evans' 1995 further development. It must therefore also be anchored in society,
that is, linked to a concrete set of social links that bind the state to society and to institu-
tionalised channels for the continuous negotiation and renegotiation of objectives and
policies offer" (ibid.)

Two factors are believed to have enabled autonomy and direction of development
in Asian cases: political leadership dedicated to the development and eradication of tra-
ditional elites. Both factors are considered relieved. The weakening of the land elites
protected the state from conquest by powerful traditional interest groups at the beginning
of the development process. While the uprooting of traditional elites played a role in the
capitalist and Asian communist success stories, the coalitions that replaced them were
postponed: state and economic elites in the case of South Korea and Taiwan; an elite
state and disadvantaged peasants in the cases of China and Vietnam (Khan, 2005). In
addition, most of the traditional developing states were authoritarian. The political econ-
omy was driven by what Herring (1999) described as an arm behind his back. In addition,
in different contexts, the model allowed the exclusion of different groups in different

ways for a longer period of time (Evans, 1995).
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Table 1 shows an essay summarising the main characteristics of the traditional

state of development. Of course, the various relatively successful case experiments sug-

gest that there is no single model for a level of development. The binding characteristics,

however, were relatively effective states and, at the political level, a firm commitment

to transform the country, whether through nationalism, regional competition, communist

ideology or a combination of all the issues economic benefits of a few individuals or

small groups.

Table 1: The traditional developmental state model agendas from Evans and others

Traditional developmental state main characteristics

Core aspect

Emphasis on state capacity and embedded autonomy

Political regime

No normative commitment to any particular type of po-
litical regime, though many examples of ‘successful’
developmental state are authoritarian.

State legitimacy

Derived from state achievements and performance.

Political will

Concern for national goals; commitment of core leader-
ship is essential.

Role of state

State should actively foster economic development but
avoid capture by particular groups.

Model of social representation

Exclusionary, based primarily on close relations be-
tween the state and selected business groups. Labor is
controlled.

What to do on the Monday

Create meritocratic civil service in key areas, imbued
by a strong esprit de corps and concern for national
goals.

Source: (re)Building Developmental States: From Theory to Practice, V. Fritz and A.

Rocha Menocal

Recent writings on developing countries have highlighted the importance of in-

frastructure forces and political engagement. According to Ghani et al. (2005), a "devel-

opmental-state" state project must have at least two essential characteristics. First, the
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state must be able to control most of its territory and have a number of basic capabilities
that enable it to design and implement strategies. Second, the project must include a
degree of scope and inclusion and have a long-term institutional perspective that goes
beyond a particular personality or political leader. Leftwich emphasizes commitment; In
his view, an ideal developmental state is a state that demonstrates a determination and
ability to stimulate, direct, shape and cooperate with the domestic private sector and

conduct mutually acceptable business with foreign interests. (Leftwich, 2000: 167-8).

Thus, a developmental state is widely understood as a state that demonstrates a
clear commitment to a national development agenda that has a strong capacity and scope,

with the aim of promoting growth, poverty reduction and provision of public services.

2.2.2. Regulatory State

The studies on regulatory concepts are diverse. Giandomenico Majonethe (2007)
noted that the paradoxical result of the international debate on privatization and regula-
tion is to draw the attention of European law-makers to regulatory science. To them,
regulatory status is a clear form of political intervention in the economy and society.
According to a legal scholar, regulation has become the new boundary between the state
and the economy and the battlefield for ideas to operate the economy. A political scien-
tist indicates that installation is a phenomenon everywhere and is accepted in all the
advanced countries. According to one economist, the issue of regulation is in the heart

of the compromise between the European Community and the Member States which has
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made the only market plan possible. The question that arises is always what, how and at

what level the government needs to be regulated.

This concept requires a change in the way state power or the economy and society
are disrupted. The study of the concept shows that the American invented a modern form
of regulation. The United States is an important pioneer of administrative government
technology, which is legally subsidized by specialized companies, not by public goods

technology.

In this sense, Michael Moran clarified in 2002 what is the term "regulatory state":
in Europe. Three main functions are assigned to the modern state: redistribution; stabi-
lization, for example in Keynesian form or stimulating market failure. The rise of the
regulatory state at the expense of the other two is the rise of this third function. Within
nations, this is due to the exhaustion of Keynesianism and certain driving modes associ-
ated with those associated with those, including state properties. At EU level, the in-
crease in regulation is due to weak control stocks. The EU is unable to increase the
budget and the bureaucratic capacity to impose a policy on national members or private
interests. The concerns decided for the beneficiaries of the legislation remain, with the
aim of responding the following question : Does the regulation have a verifiable objec-
tive?

Within the Academy, this concern is linked to the essential political literature on
non-implementation in the 1970s. Beyond scientific scrutiny, which is associated with

disillusionment among the most important parts of the American elite, it is the kind of
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state in between that has evolved into a New Deal. The pessimistic literature on the im-
plementation of the regulations identifies the regulatory crisis in the United States, sees
deregulation as a symptom of the crisis, but traces of the roots of the crisis in the histor-
ical turning point through the system of the 1960s in In particular, the extension of the
regulatory sector beyond sectors and industries, which is particularly clearly reflected in
the wider regulation of activities affecting the economy, such as health and safety at
work. comes; Protecting the environment. Another way to describe this change is to
switch from "economic" to "social" regulation. many discussions about the state of reg-
ulation of the United States assume that it is too hierarchical and commanding. On the
other hand, it was common in Britain and elsewhere in Europe to identify a regulatory
state by dissolving the government into independent and self-governing decoupled sys-

tems.

In addition, the most important approach to this approach through literature argues
that the government only needs to ensure a reliable legal framework, a stable macroeco-
nomic environment, investment in human education, health.... (Arnold Toynbee, after
his lectures in 1880, published the "Industrial Revolution" in 1884. Acemoglu and his
fellow authors (2001) and others have argued that institutions are the main explanatory
variable that explains why some countries become richer than others and more important
than geography or trade. Opening. While Rodrik and others agree that geography can be
of indirect importance in influencing economic production patterns and institutions
based on them, in their view the quality of institutions is more important: "Reliable in-

stitutions for guarantee property rights, manage conflicts, maintain law and order, and
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align economic incentives with costs and benefits to support long-term growth." That's

the clearest message that... Botswana, Mauritius and Australia " (Rodrik, 2002:11).

Recognition of the importance of institutions also promotes a reassessment of the
economic role of the state. Acemoglu (2005) argues that poor and weak countries can
also stifle investment, and oecd countries have developed a combination of politically
weak but economically strong states, namely high taxes. This reminds Michael Mann
(1993), who distinguishes between the tyrannical and infrastructure powers of the state.
Despotic powers indicate that state-defined forces and infrastructure powers, such as
"the state's ability to effectively implement civil society and implement political deci-

1

sions," are able to provide logistics throughout the kingdom. " The extraction of the

company's human or material resources is a key element of this infrastructure.

2.2.3. Revisionist or Coalition Theory

The coalitional approach emphasizes the idea that the issue of legitimation sur-
rounds the state. The idea has raised from the failure of the market that implies the in-
tervention of state in implementation of policy to better realized the objective of eco-
nomic development. Earlier, before the coalition theory, government interventions on
industrial policy were merely a revaluation of the foreign currency, limiting entry
through licensing producers and imposing tariffs or quantitative tariffs. Restrictions on
imports.

"The companies created are limited by a political dilemma between short-term

political survival and the long-term goal of economic stability. Thus, the market is an
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arena and a mechanism for creating state-owned enterprises to build their political foun-
dations, and industrial policy is a tool for state intervention in the market." (Haesran Lim,

1998).

The neo utilitarian argued that only the minimal role of the state in the market is

necessary to avoid the capture of parts of the state apparatus by interests groups.

Table 2: Company type and criterias

Company type Criterias

SMEs Intensive in labor
Small scale of entry
Sophisticated production
Intermediate products (part an components suppliers)
Products in early phase cycle
Flexibility

LEs Capital intensive
Large scale of entry
Standardized, mass production
Final product (assemblers
Product in mature phase of cycle
Inflexibility

Source: (from) Korea’s growth an structural transformation, Hearan Lim 1998

The returns of this approach were non-productive activities in search of profits,
lack of economic efficiency and declining dynamics. The neo-utilitarian vision is only
about the acquisition of parts. In their view, current state organizations can distribute
resources directly to their supporters or use their regulatory power to create rents for

privileged groups and limit the ability to the market forces operate.
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To some extent, state intervention is called economic nationalism, which repre-
sents a high control over the state in industrial policy. Come, which talks about Japanese
industrial policy, stresses that the equitable distribution of economic wealth among so-

cial classes through industrial policy is essential to enable public support. (Bao, 1998)

The coalition is created when cooperation is a means of strengthening all the pow-
erful actors involved or benefiting from the achievement of their objectives. Whether the
government participates in the coalition with the LEs or the SMEs, depending on the
useful way of the LEs or the SMEs to achieve the ultimate goal of political survival. The

government considers a number of factors included in the following table.

It is easy to see that when you create a coalition, the government will agree more
with a small number of larger companies than with a large number of small businesses.
Properties are expected to prove that the constraints imposed by the property must be
difficult to obtain. Dealing with a small number of large companies is much more eco-
nomical and increases the chances of success due to a narrower range of administrative
controls and escalating savings in the administration of loans or taxes. However, taking
into account the probability and the part of the size-based coalition, the coalition with
the LEs or the SMEs can be considered. Given the government's social and judicial ob-

jective, the selection method can be used to emphasize the form of the coalition.
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Table 3 : Coalition formation

Government priority

Growth Equity
Mass production base | Sophisticated production
LEs o X o
SMEs X o o

Note : ‘O’ (‘X”) implies a coalition is (Not) formed between the government and the corresponding private
group

Source: (from) Korea’s growth an structural transformation, Hearan Lim 1998

Take into account a government that needs to provide better industrial goods to
meet overseas demand and locally at low costs and increase yields. The government is
more prepared to create a coalition with the LEs that preserves such features. In a differ-
ent state from a country that is ready to be competitive in demanding markets for indus-
trial products. The production level can assume that the government can create a coali-
tion with SMEs with these capabilities for rehearsals. Political priority also affects the

election of the coalition partner.

The coalition explains the process of choosing an industrial policy, including fo-
cusing focus and overtime changes in the leading sector. When the government estab-
lishes the policy, it examines, first, if its interest in politics is the same as the partners in
the industrial coalition, and secondly, whether the policy is implemented through the

partners.

The interest rate adjustment can be affected by pressure from the private sector.

Depending on the availability of resources and the calculation of interests, social groups
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such as industrial companies can engage in various strategies that include anti-compli-

ance and even extortion for policy.

Therefore, if a coalition is created between the government and the SMEs, it will
be more than preferred, and the sectors in which they are involved will be considered a
target sector and supported by industrial policy. On the other hand, if the government
adopts SMEs as a partner, it will present industrial policy for SMEs. A program to sup-
port Les will fail if the establishment of a large factory was to act against the interests of
strong national groups in the industrial sector: SMEs. When politicians discover that the
expansion of educational policy, the coalition is expanded into disadvantaged sectors in

the past,

However, in East Asian countries, where the government had strong powers, the
choice of industrial policy may be more dependent on how private players can complete
the previous policy. In this case, the process of formulating and implementing industrial
policy has to be handled separately. The implementation process is linked to the dynam-
ics of the political interests involved in this process. Some policies have been applied
efficiently, while others have not achieved the original destination. Because there are
many formulations that have not been successfully applied, we must involve the process
of implementing policy based on processes to explain the preferences of politicians and
bureaucratic, whether the results are successful or unsuccessful. Two examples are taken
as an explanation for what makes the failure to establish a policy to promote the auto-

mobile industry in Taiwan, or a high number of tests to implement a policy of SMEs in
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Korea. This is because certain types of policies are lip services that are paid by politicians

on specific topics. They have never been implemented in a serious way.

Which means that there was no force required to implement this policy. Secondly,
even if the government wants to implement the policy formulated, in some circumstances

they have.

In other words, the certain institutional settings must be setup before the imple-
mentation on any industrial policy. A Simple analyzing the success of certain policies
shows the persistence of a special relation among industrial sectors, political leaders and
bureaucrats. the agreement between interest of ministries and private sector made pos-
sible the implementation of the policies by the settlement of an organization. The case
whereas that does not work need to be questioned if the government purpose were gen-
uine. Thus, considering the interest of government, coalition partners and implementat-
bilty, it is possible to categorize the choice of industrial policy as in the table. The table
is proposing the probable results of the chosen policy according the kind of policy and

the involvement of shareholders.

Table 4: Choice of industrial policy in a coalition environment

Industrial policy Government | Partners | Capacity to Outcome
interest interest | implement
Lip service policy No No Yes or no Likely to fail
Non-interest policy No Yes Yes or no Likely to fail
Follow me policy Yes No No Likely to fail
Push back policy Yes No Yes Limited success
We can do policy Yes Yes No Dynamic success
Break-through policy Yes Yes Yes success

Source: Author
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2.2.4. Product Cycle Theory

This theory implies that the market itself is in charge of the balance. It allows for
low public sector participation in the balance of the market. The therioe of the product
cycle is used to explain the structural transformation of economies through technology
and industrialization. It gives pride of place to technological discovery and research and
development. Evidence of this theory has been noted in most industrial policies carried
by European countries and countries with capitalist economys. Proposed by Robert
Vernon in the early 1960s, it postulates that the evolution of a product's sales can be

broken down into four successive phases:

1. A launch phase in a local market;

2. A take-off phase, with increasing demand and the start of exporttoe to other
developed markets;

3. A phase of maturity, with increased competition and standardized or even
relocated production in developing countries

4. A phase of decline in the local market, which can be offset by the launch of

the product, this time in developing countries, in order to find new markets.

The strength of this theory to carry growth reside exclusively in the fact that, the
private sector is the master of the game through mechanism of the practical advantage
introduced rather by classistic and neoclassical economists. According to Hiirsch 1967,
this approach distinguishes three types of economies for which the structure of the econ-

omy and the dipsonibiltés of the factors of production are specific variables.
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The most developed countries have a compartaive advantage to devote themselves
to the production of the property in its launch phase, it exclusively owns the technology .
Small economies, on the other hand, would have been interested in devoting the property
in its second phase, the decollage phase. The weaker economies have, finally, a com-
partive advantage to develop this same well when production technology has become
standard and stable. A cet etape, les colits de production sont abordables pour les
economies en development qui pourraient desormais en detenir la quasi totalité des

revenus d’exportation vers les premiers pays.

This stratification directly means that countries that start the production of a good
in its launch or decollage phase would lose interest in producing it when the production

process becomes standard in the decline on the local market of these strong economies.

This theory is analogous to the recurrent situation, with the rise of the economies
of East Asia, which the Japanese Akamastsu Kaname, in 1930, called the flying geese.
The flying geese presents the product cycle model by distributing product market reve-
nues according to the capabilities of countries to be either a prescriber, second exporter
or last developed-maker that is in operation in the Asian group of countries. The flying
geese is carried by the major companies of the economies of Japan, China, South Korea

and Taiwan.

The theory of the product cycle provided is only an explanation for the industrial

market model but also to the commodity exchange market. In addition, the relationship
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between foreign investment and technology transfer also finds an explanation. This the-
ory presents the economic mechanisms and effects of FDI. It is clear from then on that
leaving a good to the production of other low economies becomes more beneficial for
the countries that are forerunners. The allocation of resources and factors of production
to the forward sectors thus becomes more attractive for the latter. With this theory, it is
at any time allowed the late economies to enter the market and dominate it by export
revenues from the marketing of a product whose technology has been totally transferred
by the leading economies.. Therefore, there is a positive impact on developing countries
from dthe ocational shift of the production facilities because FDI generatses a package
transfer of such scarce resources as capital, technology and anagement that could be
regarded as an institutional device by which late developing countries can overcome

obstacles for industrialization.

The weakness of this theory was highlighted by Gersschenkron in 1962, which
shows that today's economies are linked to the time when they enter the industrialization.
This weather can be cheap or cheap. For him, the timing of the industrialization process
is influenced by the economic and political situation of each country. However, this sit-
uation solves the problem of reproduction and homogenisation of production processes
and thus the structural transformation of the economies resulting from the transfer of
technology. There are two problems with this, firstly, the spread of technology may vary
from country to country; In cases, technological reproduction may be limited, while in
others, the technology of developed countries may exceed. Secondly, the process of in-

dustrial transformation, namely the rise and fall of industrial sectors, must be done not
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only with economic mechanisms, but with internal policy, such as the coalition agree-

ments between the existing States and the Industrial structures.
2.3. Discussion on industrial policy

The theoretic framework of industrial policy has known varied fortunes since the
industrial revolution which occurred in Britain. This has been an infancy of construction
of an industrial policy and the structure did not exist formally. More recently, in favour
of the rise of the countries of East Asia, the industrial policy has been shaped. This has
been favoured by the rise of the countries of East Asia that the industrial policy has been
defined as a regime, an organisational model and the involvement of a web of action

supported by the government.

The following section is the economy of the most important discusions existing in

the literature on industrial policy.
2.3.1. More requirements of industrial policy

The economic or politic requirements for countries, which industrialized earlier,
are different from those in late. This is because for the first they have few competitors
and simple, low capital technology. for the last, competition is already settled and indus-
try has become complex massive and expensive (Peter Gourevich, 1978). This statement
is emphasizing that it is more difficult to achieve structural transformation by industrial
policy nowadays. Issues of development is no more resembling at what it was five dec-

ades earlier. At this time, Britain textile industry was with as small-scale innovation,

36



relatively individualistic, and dependent on artisans. Market forces were mobilizing low
and easily the capital and organizational requirements. It had an abundant labor supply
to be pulled off the land into factories. A commercially oriented aristocracy and middle
class which could corral world markets using navy. In the twentieth century. Over a
century later, those liabilities became advantages for moving toward the industrial revo-
lution. From Textiles to iron and steel to chemicals, from putting-out small spinning
Jennys and handlooms to gigantic factories, blast furnaces, mines and so on, capital re-
quirements skyrocketed. For Germany and Japan, and to a lesser extent Italy, to catch up

to Britain so rapidly were the legacies from a preindustrial, anti-constitutionalist era.

2.3.2. Failure of european industrial policy

Structural weaknesses in the British industrial economy are being discussed and
argue that the political response is not in line with the scale of the crisis. Whether an
industrial policy should be politically questionable. The aid is targeted at declining parts
of the manufacturing sector. The policy adjustment was ad hoc, and decision-making in
industrial policy and programme management was fragmented. The reform is difficult
because there is a real political disagreement between the political parties. His inherent
tendency to return to a cautious, medium-sized policy characterized by bureaucracy and
a insistence on free transport can lead to institutional isolation of business and govern-
ment. The inadequacy of UK industrial policy concerns factors deeply embedded in the
political system that give a pessimistic view of the potential for profound change (Arnold

Toynbee, 2013). The industrial policy of Britain has been revealed from now more than
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a century. But it is more recently that a renewed interest in this subject has been felt. No
doubt caused by the extension of industrialization and in particular of the knowledge of
its necessity for economic growth and the rise in living standards (Solow, 1988). His
statement said that it would be successful to grow faster than it would have been and that
it would grow faster for a while. However, it will not achieve a higher rate of growth of
output. More precisely, the rate of growth of the economy and the rate of change in the

cconomy.

2.3.3. The non efficience of industrial policy for growth

The success stories of the East Asian Tigers were achieved through industrializa-
tion. Most countries in Africa and other low-income countries that have implemented
industrial policy remain marginalized. The marginalization of Africa at a time when the
East Asian Tigers were developing rapidly has led to the question of whether low-income
African countries are doomed. These countries have said they are trapped in poverty
(Paul Collier, 2007). They have to wait their turn, while giant industrialists like China
do not become rich and competitive in production. While these problems are bitter, ugly
and well-positioned, the growth of low-income countries shows that production is not
the only growing game in the city. Services can also be dynamic and contribute to growth
and employment. Today, services contribute more than output growth and employment
in low- and high-income countries. Technological changes have changed the production
of greater capital and skills in abundance. This creates fewer jobs. Some form of pre-

adult deindustrialization appears to have taken place (Rodrik, 2013, Subramanski 2014).
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This could be due to the fact that, in developed countries, consumers and house-
holds now spend much less on manufactured goods than on services. This can limit the
speed with which development delays can develop through industrialization. However,
there is no such limit in these services. Indeed, the globalization service is the tip of the
Iceberg (Blinder 2006). While jobs in the industrial sector are reducible globally, the
supply of services continues to grow. There is still plenty of space for the benefit of a
large service sector. This does not mean that industrialization must be liberated in devel-

opment. We were able to observe both.
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CHAPTER THREE: ASSESSING ABOUT SOUTH
KOREAN INDUSTRIAL POLICY FROM
1960 TO 1980

3.0. Introduction

The right model of industrial policy is not that of an autonomous government that
applies taxes or subsidies. This should be a strategic partnership between the private
sector and the government to uncover the major obstacles to restructuring. It remains to
be decided what kind of interventions are more likely to suppress them. Many theories
have been proposed to explain the case of South Korea. These include product cycle
theory, development theory, dependency or global theory of the system and Theory of
the theory of the politags. Among them, the theory of the product cycle and the theory
of the situation provided a useful way to understand the industrial transformation model
in Korea. On the one hand, some researchers argue that the theory of the product cycle
and the theory of the statings are more useful, even if they are incomplete to explain the
industrial transformation of Korea. In addition, the coalition theory has been proposed
to fill the area not covered by the two theories (Haeran Lim, 1998). So this is a great
puzzle in which this chapter offers a little answer. This chapter provides, in its first sec-
tion, for an overview of the key results achieved in two decades. The second section
discusses the dynamic organizational structure How did South Korea grow so amazingly
in the last half century? How did it succeed, and succeeded so dramatically, where other
countries failed? Thus, the chapter responds to the question about the structure of the

Korean industrial policy. The policy implementation by the Government took years,
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from 1960 to 1980. This chapter consists of three parts. The first section will outline the
current state of economic development in Korea with figures from 1950 to the last years.
The second section will include the analysis of the coalition theory in large enterprises
before 1960 and 1970. The second part is the conduct of the analysis with the coalition
theory that was transferred to the promotion of SMES and LEs from 1980. Thus, the
third part before the results will be the introduction of the coalition theory into the elec-
tronics industry. This chapter has the conclusion to report the final conclusions on the

analysis of the Korean industrial policy.
3.1. Overview of Korean economic development

Korea was in economic turmoil after getting its independence from Japanese rule
in 1945 left. The complementary economic structure between the north and south of the
peninsula has been broken. Most Japanese businessmen, managers and technicians have
returned to Japan, leaving many companies without management or technical skills. Ties
with the Japanese economy for a large market for broken Korean products. A wonderful
increase in the supply of money during the liberation period led to hyperinflation.
Among these difficulties, the new independent Korean government, established in 1948,
immediately came out to rehabilitate the nation. The efforts were delayed by the Korean
War between 1950 and 1953. However, the U.S. Army government, which was in charge
of South Korea between 1945 and 1948, attempted to bring the modern economic system
to market. However, Syngman Rhee, the first president of the young Republic, sought to

rebuild the economy in a series of reconstruction programs. These programs are designed
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to expand economic infrastructure, build key industries such as cement, steel, etc. indus-
tries, and increase production capacity production (Sang-hu Choi, 2005). Syngman
Rhee’s desire to build an independent Korean economy with these programs was in di-
rect contrast to the U.S. government's intention to rebuild the East Asian Economic Bloc
with industrialized Japan at its center. America has called on Korea to make its market,
stabilize the value of the Korean currency and expand cooperation with Japan. For Rhee,
however, he was no longer involved in the rebirth of east Asian collaboration dance and
the redesign of the Korean economy. Rhee made full use of Korea's geo-political value
to counter America's efforts, while promoting import exchange industries through recov-

ery programs.

According to a study carried out in 1994, incorporation is the process during which
the employment of agricultural agriculture has been held by more than 50% to dilute 20%
(Jungho, 1994). The period of industrialization Korea took less than two decades away
from France which took more than 100 years or the United States spent 54 years. Only
after three decades of politics leading to power does South Korea now rank a series of
indices of economic and social well-being, and is one of the strongest democracies in

Asia.
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Figure 1: Comparison of the periods of industrialization of 6 countries
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3.1.1. Per capita income rate from 1950 to 2015

Korea's per capita income has continued to grow since 1960. Indeed, the major
historical economic facts that Korea has experienced have been either singular or due to
global crises. The peaks recorded on the evolution of the per capita income curve are

proof of this.

In 1979, the assasination of president Park Chung hee has led to a big slowdown
of the economic. It has been the worse and unprecendeted situation in the current eco-

nomic situation in Korea.
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Table 5: Comparative evolution of GNP per capita of Korea, Taiwan, Japan, and US
from 1971 to 1980 (US current 1996)

Country 1971 1980
Korea 289 1597
Taiwan 441 2310
Japan 2181 8907
US 5189 11560
Source : IMF

Between 1997-1998, the financial crisis that blow the global economy , touched
also the stability odf Korean economy. Theis happened again in 2008 I n a second time.
Nevertheless, the overall Korean economic situation satys increasing. The country is

ranked amo,g the best economy in the world.

Figure 2: Per capita income rate from 1950 to 2015
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Korea achieved compressed industrialization from agriculture to heavy chemical
based and secured an place in the top ten trading nations of the world. The tables below
are showing the evolution of the ranking of Korea in manufacturing good between the

top manufacturing countries in the world.

Table 6: Comparison TVs production by main producers (Millions of units )

Korea Japan Taiwan China Britain Iran
1975 | 1068 (3) | 3152 (1) 2599 (2) | 0.205(6) | 0.535(4) | 0.356(5)
1979 | 5953 (1) | 4239(3) 4935 (2) 1230 (4) | 0.787 (5) | 0.570 (6)

Source: Samsung Electronics

From 1960 to 1990, the manufacturing was going increasingly leading the Korean
economy. In threes decades the manufacturing sector become leader in fornt of secvices
or agriculture. The table bellow is showing the main fugures by sector from 1960 to

1990.

Table 7: Evolution of manufacturing structure (Percentage of total actual price)

Sector 1960 1970 1980 1990
Agriculture 39.9 31.1 14.6 9.0
Manufacturing 18.6 28.4 41.4 44.7
Including
* Mining 2.3 1.3 1.4 0.5
*  Manufacturing industry 12.1 19.1 29.6 28.9
=  Construction 3.5 6.4 8.2 13.2
=  Public services 0.7 1.6 2.1 2.1
Private service 41.5 40.5 44.0 46.3

Source: National statistics

3.1.2. Evolution of employement structure

The Korean structure of employment has also shifted from agricunlture previously

to services. In deed korea was deficient in natural resources; hence it could not depend
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on exporting items that were based on indogenous natural resources. Korea strategy con-
sisted of importing raw mterials and semi finished goods and adding vaue efficiently
trough well educated labor forces and exporting the final manufacturing products at a

competitive exchange rate.

The process implies for korea to implement policy to increase the skills of work-
force so that in short it mays be shitfted from the agricultural sector which is not sus-

taianable for korea to service related to importing and exportings activities.

Figure 3 : Evolution of Employment structure from 1963 to 2017
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Source : National Statistic Office

3.1.3. Investment, domestic savings and foreign savings

To achieve its so called economic miracle Korea relied heavily to foreign savings

in early of development . For instance, US aid was the single most important source of
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capital in the 1950s . That situation contrast to the comptetitor and neighbor countries of

Korea.

Table 8 : Capital Inflows to Korea 1945-1992 ($ million in current prices as a %)

1945-61 1962-65 1966-72 1973-78 1962-78 1979-85 1986-92 1979-92
Public 1,502
Grants 3117 739 763 - 9.2) - - -

. 4,623 14,79
Public loans 5 62 1130 3431 (28.3) 10 105 4 688 (22.6)
Commercial 7,866 13,143

loans 71 1950 5 858 48.1) 7937 5206 20.1)
Financial in-
stitutions 205 1226 1431 14 881 10 296 25,177
. (8.7) (38.6)
borrowing
Private sec- 5,349
tor bonds 834 4515 1 g0
Fforeign Di-
rect Invest- 13 227 704 937 1157 5684 6,841
(5.7 (10.5)
ment
16,359 65,303
Total 3122 886 4275 11219 (100) 34914 30 389 (100)
Source : IMF

From 1945, the country had been utilizing public loans, public granbts, commer-
cial loans, financial inatitutions borrowing, private sector bonds and foreign redirect in-
vestment although to achieve the vision of the sate. The table is presenting an overview
from the data on the share of the determinants of the capital used by korea is proposed

in the above table.
3.2. Evolution of Korean industrial policy

Over the past 60 years, South Korea has experienced unprecedented economic
growth. We have just become a global economic player with a solid industrial base. Over

the past 60 years, the enormous growth of the Korean economy has been accompanied
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by major changes in its industrial structure. Initially, the Korean economy was domi-
nated by agriculture and other primary industries. Industrialization gained momentum in
the 1960s, when labour-intensive manufacturing companies led to output growth by tak-
ing advantage of South Korea's comparative advantage. It was a relatively well-trained
and rich supply with a diligent workforce. However, as wages increased in the 1970s
and competition between low-wage economies intensified, capital-intensive manufac-
turing played a productive role in production-intensive labour force and low productivity

(Koh Yongsun & Sakong I1, 2010).

Until the 1980s, private companies increased their investments in research and
research and research center and other productivity. These efforts have gradually de-
clined and productivity has continued to lag behind in developed countries, which de-
clined significantly in the 1990s. In some industries, such as information and communi-
cation technologies (ICTs), South Korea has become a world leader. This trend contin-
ued in the 2000s, when many Korean companies in major industries such as electronics,
steel, automotive and shipbuilding became global players. Progress towards higher
value-added activities has been made possible not only by rapid capital formation based
on increased domestic savings, but also by strong investments in investments technology

at every level of development. Flexible transfer of resources to less productive sectors.

In this regard, foreign trade has played an important role in promoting innovation
and accelerating the transfer of resources. In addition, Korea has learned from developed

countries and has been able to take advantage of the rapid expansion of the global market.
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Entrepreneurs have responded to developments, worked in new markets and pioneered
the use of new products. The government has provided an institutional and physical in-

frastructure essential to its activities.

3.2.1. Large Entreprises (LEs) from 1960 to 1970

Although the Korean industrial transformation model during this period seems to
follow the product cycle theory, Korean companies and the government have opted for
HCI not only because they have been transported by countries developed, but because it
corresponded in their interests. In the late 1960s, the depletion of labour reserves led to
wage increases, which weakened Korea's competitiveness in the production of light
structures. In addition, protectionism in OECD markets threatened Korean development
based on light production. The Korean government and businesses have had to prepare
to overcome the problem. The rationale for selecting and promoting CSIs reflected both
economic security and national security. According to Kim, Chung-Yum (1994, pp. 52),
there was an induced effect of exports that led to the development of HCI as economic
logic. The majority of Korean exports were nothing but products, a processing industry.
In general, when more than 8§ final Oods are exported and more production products are
imported, even the country reaches the actual minimum production scale, Wilch gives
birth to the heavy and chemical industries that produce super-mediators and Equipment.

The foreign currency thus saved will be invested in other production products.

49



3.2.2. Coalition with LEs from 60s to 70s

For the sake of legitimacy, Park Chung Hee's administration after getting in power
targetted rural areas in by development of infrastructures and improvement of living
standards. But this did not continue in the long run, as the importance of rural areas in
the economy was increasingly low. The industrial policy then began to privilegile a
group of actors who could influence and change the situation of chaos in which the coun-
try was plunged. The desire to increase export returns led to the choice of an export
promotion strategy that put LEs first. The choice of this category of companies to par-
ticipate on the front line of the country's industrialization policy was in the capacity of

these latter to manufacture with low cost export goods

These firms were totally exempted off the indirect taxes such as personal or cor-
porate taxes retrieved from income earned from export. This has been a result of the
increase in the size of income and the amount of goods exported. In addition, low interest
rates were introduced to support industries in the export-targeted sector. In summary, an
unprecedentring double policy of incitement and support for exprort is being put in place.
This is Credits has export and revenue exoneration for LEs. At the same time, the gov-
ernment protected the monopoly and ologopolis situation of the national industry in the
market in favour of those sectors. Between 1960 and 1970, the government was contin-

uously strengthen the coalition with a slmall group of LEs
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Indeed, the colonial legaies of japan have been the seed of the industrial structure
ans the government’s coalition with LEs. Many japanese LEs inhertited after independ-
ence were representing about 80 % nation’s total wealth. These asset were sold to private
entrepreuneur, which were the seeds for later chaebol. U like new similar economy,
korea lzacked the xperience of negative effect of capital concentration ( Wade, 1990). In
Korea technocrats were not steeped in anti big capitalist philosophy. And they faced no
ethnic tension between themselves as outsiders and native business people. The con-

glomerates were not seen as a threat to the regime.

This economic policies was pushed with more emphasizes on growth than equity.
Aisni the government has managed to set up a coaliition with the big companies. How-
ever, when the state requires the support of the latter to develop another sector or accom-

pany a new policy, these companies are aligned.

3.2.3. HCI from 70s

In 1970, when external sources of financing, which accounted for more than two-
thirds of total financing of investment in Korea, were counted, political loans served as
an effective tool for government intervention. Between 1977 and 1980, most investment
in the construction sector was in the form of political loans. Low interest rates were given

as an incentive for private companies to invest in strategic industries.

Since this was different, the 1965 Treaty between Japan and Korea made it im-
portant to expand Japanese investment in technology transfer. Compared to American

companies, a large part of Japan's online investment in Korea was made in the form of
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joint ventures. The Foreign Investment Act was introduced in 1966 to attract foreign
investment. The free Masan export area of 1970 also attracted many Japanese online
companies. Japanese investments were important for the initial development of the Ko-
rean electronics industry. Technology transfer can be related to reverse process, further

development and similar techniques for product development

Although Korean-era industrial policy includes the theory of the product cycle,
Korean companies and government companies chose it not only because they were trans-
ferred from developed countries, but because they were in keeping with the matter. At
the end of 1960, the depletion of labour reserves led to an increase in wages and a weak-
ening of Korean competitiveness in the light processing sector. In addition, protection in
OECD markets threatened Korean development based on light production. The Korean

government and companies were forced to prepare to overcome the problem.

The rationale for this option, which supported the further development of the
strikes, was expressed in economic and national security. According to several studies,
a result was included in the exports that led to the development of the whip as a financial

justification.

Most Korean exports were nothing more than products from the manufacturing
industry. When finished products are exported and additional production products are
imported, they usually reach the actual minimum production scale by benefiting heavy

industry and producing capital and intermediate assets. The foreign currency stored in
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this way can be invested in other production products and finally promote the heavy and

chemical industries (Kim Chung-yum, 1994).

3.2.4. SMEs and LEs since 1980

There are questions about whether the characteristics of the coalition have
changed radically since the years 1980. While some argued that there was a coalition of
the Clandestar Drstic Allied, others ayrgue there was a continuous alliance of the coali-

tion in other sectors, it would be SMEs and work.

By the end of 1970, the government could impose heavy adjustment costs for ES
because it was economically Ital. According to statistics, during this period, textiles were
still the largest exports from Korea with 29.1% of the total, and the shoes and clothing
followed. As a result, the government has moved priroty to promote the production of

small and medium-sized light.

In fact, the textile industry has begun to become obsolete and export products have
shifted from light production to intensive qualifying sectors in the years 1980. The data
showed that in 1986, 33.7% of total concentrated light production, 37.0 in high-skilled
production and 29% in the production of HCI. The country industry showed that in 1988,

the Elk industry was the largest export in the country.
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3.2.5. Electronics Industry since 1990

The shift of industrial policy in the 1980s seems to signal the light of the state

transformative role. Despite this shift from high risk sectoral targeting to braoder diffu-

sion oriented policies , However states incumbents and bureautcarats are not really to-

tally agree. The long period spent on promoting the SME might have bound them to

refuse to change. In particular the high tech nature of the industrial sectors does not

preclude effective stae involvement . This situation is remaining the same even in ad-

vanced countries in which government is wanting to develop information technology

industry.

Table 9 : Korean industrial progress via 5 key export items

Rank | 1960 1970 1980 1990 2000 2010 2017
Iron . . Eletctroni | Semi con- Rl Rl
1 Textiles Textiles conduc- | conduc-
ore ¢ goods ductors
tors tors
Tung- Eletctroni . . Automo-
2 sten Plywood " Textiles | Computers Ships biles
Petro-
3 Silk Wigs Steel Shoes Aufomo- || Automo- | G
biles biles
products
An- Petro-
4 thra- Iron ore Shoes Steel . Displays Ships
. chemicals
cite
. Petro-
5 equid (| Eectontiis o e Ships Ships Tewm
¢ goods
products

Source : Author

In Korea, the state intervention focused on restructuring distressed industries such

as electronis, telcomunications and information technology. The government were tre-
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mendously engaged to promote khigh technology industries by selecting them for a pref-
erential treatment . the government ntrduced the semi conductor plan . In addition, a
wide basket of incentives were provided to fulfil loans policy towards the activities re-

lated to the developmment of domestics semi conductors products.

R&D in this field was aslo comprised in the total amount of budget that the gov-
ernment allocated to the initiative to support technology development. The government
was leading a policy of establishment and promotion of reseach and development cen-
ters in the sectors such as energy and resources,machinery, electronics , telecommunica-
tion and information and chemical. The national project for reseachr and development
established in 1982 is the factual proof of the cgovernement turn over towards technol-
ogy industry . The colational approach through a joint R&D promotion in the high tech-
nology fields has permit to raise the budget from public and private fundings. Further
major GSRIs (government supported researches in,stitutes ) is still in sue to fulsfil the
government policy . Morevoer the GSRIs that was operated under differents dmibnistries

has been subordonned to the MoST (Ministry of Science and Technology).

Indeed, there are lot of projects that the coalitional approach designed by state in
favor of technology industry. For instance, the government involvment in the promotion
of technology industry has led to the implementation of projescts such as NAIS project,
which stands for National Administration Infromation System and 4MDDRAM standing

for the electronic switch system development project. The latter was led by the ETRI
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(Electronics and Telecommuniactions Research Institutes) that is at the top of the re-
search organisations under the rule of Moc (ministry of Commerce). Moreover , the gov-
ernment lhelped to reduce both technical risk as well as commercial risk. for the first risk
government subsuidiwzze the firm participation and for the second, government assured
the inuitial market. In this period, the government provided generous interest rated loans
to the private sector involve in technology to contribute effectively to achieve their goal

and government vision for development.
3.3. Preliminar findings

The case of South Korea is more descriptive for the formation of a coalition. There
were few capitalists in South Korea, and the government of Park Chung-Hee, founded
by a military coup, was desperate to achieve rapid economic development in a short

period of time in order to obtain legitimacy and political support .

A mass production system to produce standardized finished products through LEs
using a lot of low-skilled work and little work was a viable way to achieve such rapid
production growth, while at the same time Solve the huge amount of poverty. The table

presents a summary of Korean industrial policy characterized by coalition theory.
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Table 10: Evolution Coalition theory characteristics in Korean industrial policy

1960 1970s 1980

Alternative LEs LEs LEs, more risky yet

Costs Economies of scale -- Remain the same | Too much government systemiza-
uncertainty decrease due | as previous dec- tion of administration that donott
to concentration of capi- | ade much with private interest
tal

Regime of Authoritative govern- Authoritative Because of democratization admin-

alliance ment and a weak pri- government and istration is not sure to win with orga-
vate group of enter- big and strong nized SME’S and Social Environ-
prises enterprises ment against LEs

State priority | Reduce poverty Escaping poverty | Equity and growth: Higher senses or
/Mass simple labour, lit- | - low technology, | SMEs are better
tle capital, low technol- big business, Demand for improvement of the
ogy fit standardized pro- | simple economic | quality of life in a demanding social
duction structure adapts structure Economic bottlenecks re-

to standardized quire sophisticated production
production

Results Coalition with LEs: Coalition with Expansion of Coalition to SME’s
-targeting light manu- LEs:-targeting and LEs
facturing heavy industries -specific industrial policy to general

(functional)

Source : Author

Indeed, the Korean industrial policy orientation is based on the premise that the

incidence of market failures has been reduced in the process of development, and that

direct intervenetion is no longer feasible or desirable in light of the economy’s increasing

sophistication. Korea industrial policy using the developmental state combined import

substitution with export oriented. The analysis is draw in the following table.
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Table 11: Comparison of Developmental sate theory and Regulatory state

Scale of Implementation | Microlevel Macro level
Theory Developemental state Regulatory state
Model Statist model Product cycle theory model

Country sample

China, Japan, Korea

Us, Britain

Medium of intervention

subsidies and support or

policies to infant sector to

1. LE/SME 1. Governement
Main stakehol . .
ain stakeholders 2. Governement 2. Civil society
Market equilibrium Exogenous Endogenous
The gouvernment provides | Government Sets rules to

regulate the market and

provide support to human

State power

release economic growth capital
Regime Authoritarian Democratic
Middle Power Great Power

Source : Author analysis
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CHAPTER FOUR : COTE D’IVOIRE INDUSTRIAL
POLICY

4.0. Introduction

Cote d’ivoire has shown from early after its independence in 1960, the desire to
industrialize its economy. To this end, it has adopted various industrial policies with the
main objective of processing agricultural and mining raw materials. The Ivorian industry
grew rapidly from 1960 to 1980, a slowdown in activities from 1980 to 1994, followed
by a recovery after the devaluation of the CFA franc in January 1994. From 1999 to 2002,
a political crisis has plunged the industrial sector into a serious recession. This situation,
which has degraded the business climate, accentuated by multiple constraints such as the
high costs of certain factors of production such as 5% tax on imported inputs and a mac-
roeconomic and institutional environment that is not conducive to investment. The pe-
riod from 2002 to 2010 was also marked by a climate of instability led by the division
of the country into two parts north and south that did not favor the implementation of
effective policies for socio-economic development. The country is in the grip of armed
insurrections and social demands that seriously damage the economic and social situa-
tion. The presidential elections of late 2010, which was supposed to bring stability to
develop socio-economic programs, end with a two-way government and a post-election
crisis that breaks down in mid-2011. The post-crisis period imposes the determination
of economic policies that can make it possible to make up for the lost time and encourage
a real takeoff of Cote d’ivoire towards industrialization, like the dragons of Southeast

Asia and countries like India and Brazil.
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Immediately after these crises, the Ivorian government has returned to the tradi-
tion of planning by placing its action under the seal of national development plans: 2012-
2015 and 2016-2020. With a vision resolutely turned towards emergence through struc-
tural transformation, the actions of these plans envisaged respectively providing the nec-

essary basic infrastructures and achieving structural change through industrialization.

Today, Cote d’ivoire is undoubtedly at a turning point in its history. It is preparing
for new presidential elections next year in 2020. It has to turn the page of a very painful
series of socio-political crises that have greatly disrupted the life of the Nation in recent
decades. Economic growth and national accounts data are improving significantly. How-
ever, the figures of the industrial sector or the manufacturing in the economy of the Cote
d’Ivoire are still weak. The industrialization model of the Cote d’Ivoire must prove itself.
This chapter aims to analyze Cote d’Ivoire's industrial development policies and strate-
gies since independence. The following section will be devoted to analyzing the indus-
trial policies adopted in Cote d’Ivoire from independence to present day. The second
section looks at the characteristics of the industry, particularly the structure of the indus-
try. The third section deals with industrial performance. The fourth presents the frame-
work for analyzing the constraints on industrial development, while the fifth deals with

current perspectives and makes some recommendations emerging from the first analyzes.
4.1. Evolution of ivorian Industrial policy

This section highlights the different policies that have been applied through dec-

ades in Cote d’ivoire. We briefly highlight the strengths as well as the reasons that justify
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the strategic changes or the failure of these policies to make Cote d’ivoire, an industrial
country in the world. like the new industrialized countries. These Ivorian industrial pol-

icies can be divided into four essential phases.

4.1.1 The phase of steady growth : 1960-1980

Since independence in 1960, Cote d’ivoire opted for liberalism, private initiative
and the openness for its economy. From 1960 to 1980, it benefited from a stable eco-
nomic and political context, an evolving and favorable fiscal and institutional environ-
ment. The country experienced rapid growth averaging 7% per annum, mainly driven by

export agriculture that has supported infrastructure and industry investments.

The industrial policy, at that time, advocated the imports substitution, with the
development of the production of basic goods from 1960 up to 1970 and the export led
industries, to compete on foreign markets from 1970 up to 1980. This pattern led con-
cretely on the intensification of the valorization of local resources, the creation of export-
oriented industrial units, the beginning of an industry turned towards the sub-region, the
development of sub regional cooperation and the promotion of nationalized control of
capital in industrial sector, jobs and management. The investment code drawn up on the
eve of independence from the law N059-134 of 3rd September 1959 had as objectives
to favor the attraction of private capital, the reinforcement of the policy for nationalizing

executives and the rising of manufacturing industry for more value added.

To achieve the objectives set, the government sets up a set of institutional struc-

tures. The purpose of these structures is to mobilize investment, finance industry and
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provide technical support to industrial enterprises. a strategy of mobilistation and a
framework of consultation of the actors of the sector is set up. The Industrial policy
during the first two decades of independence will yield satisfactory results. Thus, the
number of companies created rose from 110 in 1960 to 705 in 1980, an increase of 9%
per year. Industrial investment, which accounted for 34.2% of GDP in 1960, rose to 35%
of GDP in 1980. There is strong state participation in the creation of industrial units.
Total exports amounted to CFAF 752.5 billion in 1980, compared to CFAF 46.2 billion

in 1960.

Table 12 : Main results of industrial policy from 1960-1980

Indicators 1960 1980

Exports of goods and services (% of GDP) 34,24 35,0

Number of Companies 110 705
Number of full time Jobs 13000 71400

Source : World bank data

Overall, the objectives pursued by the state from 1960 to 1980 in terms of growth
of industrial activities were achieved. However, it should be noted that there is little
diversification of the industrial system this time with the predominance of the agribusi-
ness and textile sectors and a high concentration of activities (more than 75%) in Abidjan.
National economic data indicate that the nationalized executives policy implemented
during this period had the effect of encouraging Ivoirians to seek wage jobs at the ex-

pense of entrepreneurship.
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This period is characterized by price controls (products, employment) and selec-
tive pricing policies, which, as noted by some researchers, may dilute the incentive to
invest in capacity development, competitive knowledge and innovation. Conducted re-
searches also questioned the role of industrial policies in the industrial success of this
period by emphasizing the pre-eminence of international stability and rising commodity

prices.

Table 13 : Evolution of manufacturing and exports in economy from 1960 to 1980

Percentage 1960 1965 1970 1980
Share of manufacturing output in GDP 11 15 21.3 19.7
Share of manufacturing total export 21.8 16.6 25.5 25.5
Growth of total p.a 9.6 12.4 11.8
Share of total export in GDP 32.4 31.3 36.6 35

Manufacturing export 12.3 15.6 35.6 43.3

Source :The National office of Statistics of Cote d’ivoire

4.1.2. The cyclical growth phase: 1980-1999

The industrial success of the 1960-1980s will be followed by a period of eco-

nomic slowdown between 1980 and 1994, and a period of recovery from 1994 to 1999.

The first period is characterized by an external deficit linked to over-indebtedness
and the global crisis, which has led in declining import demands and commodity prices,
the rising dollar and the energy crisis. There is a collapse of the industrial system. This
period of economic crisis will give way to the economic recovery following the devalu-

ation of the CFAF in January 1994. From 1994 to 1999, the economic recovery will be
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accompanied by resorption of the deep economic and financial imbalances that appeared

during the period 1980-1994, and improvement of the country's competitiveness.

At the level of the first phase or phase of slowdown, it should be noted that the
financial crisis will favor the intervention of the international financial institutions
through three structural adjustment programs proposed by the IMF in 1982, 1990, 1993.
At the same time, the government initiates a 5-year plan for 1980-1985 focused on seek-
ing maximum growth in value-added, improving competitiveness and the productivity
and the nationalization of labor, employment, and capital. From 1990, the State will also
initiate a policy of progressive disengagement of the productive system by the privatiza-

tion of some thirty public enterprises.

The implementation of this plan has not yielded the expected results. The govern-
ment then undertakes a second plan of industrialization from 1985 to 1993 to raise the
industrial capacities of the country. For this plan, a Roadmap Plan for Industrial Devel-
opment (SDI) was drawn up in 1984 thanks to technical assistance from UNIDO and
UNDP. However, this program has unfortunately not been implemented due to lack of
funding. Some accompanying measures have been taken, in this case the adoption of a
new Investment Code in 1984 to provide incentives for the creation and nationalization
of jobs, and to set up a restructuring loan for industrial development. This code thus
introduced an export premium and a regional cooperation tax. The application of the
revised Investment Code and various measures has allowed a slight increase in the level
of investments from 1523.5 billion FCFA in 1985 to 1643.1 billion FCFA in 1993, the

creation of 148 additional companies and the restructuring and modernization of 113
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firms almost in bankrutpcy. But the level of employment in industry has deteriorated
from 91,873 in 1985 to 64,801 in 1993. This result emphasizes, in particular, the insuf-
ficiency of the Structural Adjustment Programs and industrial policies of that time to
respond effectively to the constraints imposed by the international environment. The
long period of economic slowdown from 1980 to 1993 will require more vigorous poli-

cies for a revival and greater competitiveness of Ivorian industry.

The second phase called the phase of economic recovery (1994-1999) is marked
by the monetary adjustment of January 1994. The 50% devaluation of the local currency
positively and substantially affected the competitiveness of industrial activity, and of-
fered new opportunities to exploit. An update of SDI to the new macroeconomic context
led to the development of an Integrated Industrial Development Program of Cote d’ivoire
in November 1996, with the technical support of UNIDO and UNDP. This program
aimed to make Cote d'Ivoire a major industrialized country, producer and exporter of
manufactured and semi-manufactured products, thanks to the increase of agricultural
product transformation, mining and oil resources. The Industrial policy has relied mainly
on the following strategies: the natural resources value addition, the strengthening of the
competitiveness of enterprises, the promotion of exports, the restructuring and modern-
ization of existing enterprises, the funding of national industry, the support of SMEs /
SMIs, the promotion of entrepreneurship skills for the development of the private sector

and private initiative, and the active promotion of investments.

A new Investment Code was drawn up in 1995, providing for two separate incen-

tive schemes: a subsidy for SEs/SIs and the subsidy for MEs/MlIs. This mechanism for
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supporting the productive sector has resulted in the privatization of all state-owned com-
panies. During this phase, the economy recorded strong growth around 7% on average a
year, giving the Ivorian industry renewed dynamism and competitiveness, particularly
for export-oriented companies. The overall results were significantly improved as a re-

sult of the reforms initiated since 1994.

In 1997, the Ivorian industrial sector counted 400 modern industrial enterprises,
with the largest share involved in agroindustry and the textile sub-sectors. The returns
of the industry increased from CFAF 1,016.4 billion in 1993 to CFAF 1,950.2 billion in
1995 and reached CFAF 2,144.6 billion in 1997. The average value added increased
from CFAF 354 million in 1993 to CFAF 652 million in 1995 and to CFAF 798.6 million
in 1997. But this growth of industrial activities did not providing positive spillover on
jobs creation because the number of workers in the sector reduced from 60,739 in 1993

to about 55,000 in 1998, a decrease of 9.44%.

The industrial recovery is slowed by the coup of 24 December 1999 and the mili-
tary-political crisis that Cote d’ivoire has experienced since 19 September 2002. The
crisis will not, however, stop the desire for industrialization of Cote d’ivoire, which stay

still tremendously engaged in the sub-regional industrial dynamic.

4.1.3. The phase of socio-political crisis: 2000 to 2011

The socio-political crisis that Cote d’Ivoire experienced since the end of 1999,
particularly the armed conflict that began in September 2002, has worsened the business

climate in Cote d'Ivoire and further weakened the industrial performance. This crisis has
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intensified the structural problems of Ivorian industry, including the inadequacy of the
institutional and regulatory framework, low competitiveness, weak innovation and inad-
equate infrastructure. The industry faced ups and downs marked by the decline in pro-
duction due to the relocation of various companies and the socio-political and economic
environment. The positive growth of Industrial production from 27.6% between 1996
and 1999, decreased to 19.8% between 1999 and 2003 and to 19.6% between 2003 and

2007.

The sub-sectors most vulnerable by the the crisis are those of Textile and Footwear
(-66.5% between 1999 and 2003 and -33.9% between 2003 and 2007), of Agri-food (-
37.6% between 1999 and 2003 and -7.4 % between 2003 and 2007), the Wood industry
(+ 3.6% between 1999 and 2003 but -89.3% between 2003 and 2007) then in the Auto-
motive, Mechanical and Industrial Industries. Electricity (+ 1.7% between 1999 and

2003 but -44.4% between 2003 and 2007.

Figure 4 : Evolution of the growth rate of Industrial production from 1996 to 2007
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To support the industrial sector, the Ivorian government took a number of
measures aimed at tax breaks, reform of customs clearance procedures, improved road
traffic flow and the repayment of domestic debt. The tax annexes to the 2003 and 2004
Finance Act have made it possible to offer an exemption from the flat-rate minimum tax
for loss-making enterprises located in the war zone for the years 2002 to 2005, and ex-
ceptional tax measures for companies and sectors in difficulty such as the textile sub

sector.

In addition to internal measures, the governement is engaged in the vision of re-
gional industrial development to boost its industrial sector which despite the crisis re-
mains the most advanced and most diverse WEAMU country. These countries have
agreed to become a significant player in globalization through the achievement of Inclu-
sive and Sustainable Industrial Development (ISID)1. To do this, a Common Industrial
Policy (CIP) was adopted. The principles of this policy are the strengthening of compe-
tition through the respect and enforcement of competition rules and the development of

solidarity and cooperation within the union. The CIP is based on six programs:

1. The development of quality promotion structures and programs to promote

products in line with international standards and the acquisition of labels.

! The United Nations Industrial Development Organization (UNIDO) is fully committed to contributing to
the achievement of the SDGs, while delivering on its mandate to support Member States in achieving inclu-
sive and sustainable industrial development (ISID). It has designed a web of actions related to each specific
SDGs.
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2. Upgrading companies and their environment to prepare them for the advent of
the customs union and their integration into the global economy.

3. The promotion of information networks for the collection, processing, and dis-
semination of reliable information.

4. The promotion of investments and exports in order to give WEAMU the
image of an emerging zone, attractive for international investments and
to accelerate the transfer within it of technological know-how.

5. The development of SMEs-SMIs, in order to exploit the opportunities
and densify the industrial fabric of WAEMU.

6. Strengthening of consultation at the sub-regional level, in order to pro-
mote the gradual establishment of an environment conducive to the de-
velopment of the private sector and to accelerate the reform process in
key sectors such as transport, energy, telecommunications, etc.

The Policies for industrial recovery combined to climate of stability prior of the
crisis resolution in Cote d’ivoire, promoted the growth of industrial production from
2004. The Sub-sectors of Oil and Mining Extraction, Miscellaneous Industries, Materials,
Construction and Chemicals experienced significant growth in production between 2003

and 2007. The industrial production index increased over the period by + 130.7%,

244.2%, 60.6% and 14.5% respectively in the industries mentioned.

The decline in production during the first years of crisis, will be followed by a

general recovery from 2004 with growth in industrial production of + 3.2%, + 7.3%, and
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+ 11.4% respectively in 2004, 2005 and 2006. However, this growth process was slowed
down in 2007 with a 3.1% drop in industrial production compared to 2006. This slow-
down is due, among other things, to a decline in previously dynamic sub-sectors such as
Oil Extraction and Mining (-16.3% in 2007) and a stronger drop in production in the
Wood Industry (-33.9% in 2007). It should be noted, however, that industrial production
increased by 1.4% between May 2007 and May 2008, indicating a recovery of activities
in 2008, which is supported by significant increases in the Wood Industry (+71.4%). %),
in Auto, Mechanics, and Electricity (+ 6.4%) and a weak recovery in Extractive Indus-
tries (+ 0.9%). Unfortunately, this strong growth is stopped due to the upcoming presi-
dential election. The year 2010 which is the peak of this process has recorded a decrease

in all other ecnomy. The overall Economic activity picked down from 2010 to 2011.

Despite this results the industrial sector is again beaten by a new crisis. Prior to
2010, Economic activity bounced back in regard to the post-prsidential elections and
worsened in 2010 during the post electoral crisis. Most of the industries were closed.
Afterwards, the economy retstart with steady growth again during the last 5 years with

a consistent vision onwards industrial policy.

4.1.4. The phase of steady growth : 2012 to today

Cote d'Ivoire has made enormous progress since it has emerged from the crisis in
2012. This economic success with sustained growth of about 9% of GDP was driven by
high cocoa prices and major investment projects such as infrastructure, energy, transport,

etc. that were supposed to prepare a policy of industrialization. The Ivorian government's
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commitments are precise and the results are in the right direction. In the medium term,
the outlook remains positive despite many challenges in terms of political stability, so-
cial inclusion, basic infrastructure and concrete structural reforms. The fall in the price
of cocoa by one third of its value compared to 2015, expected to increase over time
according to analyses carried out by the International Cocoa Organization, has nega-
tively affected a large part of the country's economy as well as the finances of the country

Public.

Indeed, the second-term challenge of the government in power was to lay the
foundations of infrastructure and human resources and sustained and sustainable growth
to carry an industrial policy with a view to structural change. According to the IMF, Cote
d'Ivoire's performance was good in 2016. Economic growth has reached about 8% of
GDP, despite the climate effects on agricultural production. The external current account
deficit remained at a low level of about 1% of GDP. Inflation was contained around 1%,
benefiting from price stability in the WAEMU region. The budget deficit of 4% of GDP
is slightly above the government's targets. It should be noted that the shortfalls in tax

revenues were largely offset by a reduction in public investment deemed non-priority.

That said, recent events related to social demands and military unrest and external
shocks that have affected Cote d'Ivoire have led to a decline in results in 2017. The fall
of more than 35% in world cocoa prices has reduced export revenues and government
budgetary revenues. The rebound in oil prices has reduced the taxable base on fuels.

Social demands have resulted in significant additional budgetary expenditure. However,
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economic growth remains strong in line with the IMF's projections for 2017 of 7.8% of

GDP.

The authorities have announced their willingness to respond to recent negative
shocks so that the economy remains on a strong and sustainable growth trajectory, that
macroeconomic stability is maintained and that the current social environment is taken
into account. The government's Programme aligned with international donor’s motives
has forecast a moderate increase in the budget deficit in 2017. Cote d'Ivoire's partners

support efforts to raise national revenues to broaden the tax base, combat the informal.

Figure 5 : Evolution of GDP growth rates in Cote d’ivoire and Sub-Saharan Africa

12.0

8.0 ' N T ———g

6.0

49 R 574
4.0
34,
20 226
™4
0.0
2012 2013 2014 2015 2016 2017
Cote d'ivoire Sub saharian Africa

Source : World Bank data
For the second time in a row, the government is implementing a five-year plan to
help the country maintain a sustained and sustainable growth trajectory. However, the

second plan faces more difficulties of implementation given the socio-economic and po-

72



litical issues that have been exacerbated recently. While the business climate is improv-
ing, the rate of processing of raw materials, which is the gauge of the strength of the
industrial sector, remains low. The private sector is still insufficient to meet the demand
for goods and services. Cote d’Ivoire the figures show a dependence of the economy on
the consumption of the product of import of competition sector. This situation is braking

the start and the soar of a domestic manufactured sector.

Imported manufactured products dominate the Ivorian market. Raw materials and
finished products do not produce enough returns to cover budget deficits. The import of
substitution policy that had played a major role in the beginning of the start-up of the
Ivorian economy is constantly in contraction. In the economy, technological innovations

and R&D are not at the heart of public policy.

These results, which point to a better health of the Ivorian industry over the last
five years, cannot hide the structural weaknesses on which this industry is based, which

are observed through the characteristics of this sector.
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Figure 6: Compared Evolution of Current account balances in Africa, Sub-Saharan Af-
rica and Cote d’Ivoire
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Moreover, Cote d’Ivoire is at a very delicate junctive on the issue of social and

political stability. Indeed, in the year 2020, it is planned to organize presidential elections.

Economic Literature and numerous studies have succeeded in proving that elections in
Africa are a cause of economic constraints and conflicts. The first certainly occurs, be-
cause politicians undertake less during the pre-election period of productive investment.
The second is due to the management of electoral disputes that are involved in civil

violence
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4.2. Comparison Cote d’Ivoire and South Korea

The two countries Korea and Cote d'ivoire welcome the export strategy to develop
their economic growth and implement the same strategies. Korea and Cote d’Ivoire im-
plemented their policies through a five-year economic plan to advance economic growth
goals. The current implementation plan in Cote d’Ivoire promotes industry. In almost
both countries, the strategies seem to be similar, as all countries want to promote the

development of their economies through industrial policy.

For the Korean side, in order to promote exports, the great focus has been on the
construction sector. The government has invested a lot of incentives in both export and
import companies, and the government has set up several banks to lend to companies
operating in these sectors and all companies. assigned to a specific sector. In addition,
companies were given goals to approach and support the government's vision. From this
work and targeting mood has led to the cultivation of some companies in large compa-

nies such as SamSung, Hyundai and many others.

During the merger in Cote d’Ivoire, the development of traditional products was
introduced into development from the initial phase of export. The import sector was
weak due to low commodity productivity. Later, the government privatized public en-
terprises in private companies. The mining sector, which is made available to investors,
is supported by exporters in solving certain challenges they face, such as the removal of
barriers to trade in the countries of the intermediate countries and certain Transport du-

ties, for loans and subsidies. Cote d’Ivoire is recently drawing 5-year planning policy
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projects to promote the industrial sector. The second plan is still in progress. The gov-

ernment is determined to increase the added value of traditional cocoa products, and

coffee. The idea, here, is to improve the value chains of traditional goods.

Table 14 : Comaprison between Korea and Cote d’Ivoire Economic Policy

Onward Strategy applied

South Korea

Cote d’ Ivoire

Institution contribution to
developed industrial policy

State intervention

State intervention

Adoption of strategy

Import and export strat-
cgy

Import substitution and ex-
port promotion

Strategies and policies to
eradicate poverty

Semaul undong

Fourniture systématique
d’électricité et de I’eau
potable aux village de plus
500 habitants

Industrial policy startup

1950s on wards

1960s on wards

Major commodities

New items were
manufactured like cloth-
ing, foot wear, umbrella,
artificial flowers

Objectives

Self sufficient

Emerging country

Industrial incentives

Korea invested huge
amount to support com-
panies (subsidies and
taxes exemptions)

Investment code with incen-
tives to entrepreneurship and
private sector

State leadership

Head of state

Head of state

Institutions established to
implement the policy

Ministry of Commerce
Industry -EPB

Kotra —Kta
Chonghapsongsa (Trad-
ing Companies Created
By Government)

Promotional Center for in-
dustry in Cote d’Ivoire
(CEPICI)

Ministry of mining and In-
dustry

Ministry of agriculture,
Ministry of forestry and Wa-
ter resources

Prime minister

Chamber of Commerce and
industries

Selection of priority and
target sector

Korea private sector has
contribute considerably

Private sector consultation is
drawing the National devel-
opment plan

Source : Author
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The difference is that Korea was in much focused in promoting exports but with
less attention in import. Whereas in Cote d’ivoire, because of the linkage with the colo-
nial power, the focus is in import-export promotion. The import is more an import com-
petition for direct consumption than an import substitution for production of finished

goods to increase.
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Table 15: Comparative analysis of National Development plan with the UN criteria’s

Conditions of effective EDP

Cote d’Ivoire situation

1. Strengthening institutions and governance
systems

Strengthening the quality of institutions and good governance

1.1. Establishing national vision and strategy, and legal
status of plans

Vision and Priorities for Development Vision and Priorities for Development

1.2. Enhancing coherence and coordination across min-
istries, civil society, and private sector (partnership and
communication)

Involving of civil society, Private sector in the drafting process of the NDP
2016-2020.

1.3. Securing political leadership and determination

1.4. Establishing a planning institution with a legal
mandate

Promulgation of the organization, operation and operationalization decree of
the PND co-ordination structure

2. Evidence-based, empirically backed policy
options

2.1. Creating reliable and comprehensive data

Results channeling is comprised with 13 Impacts, 42 Effects, 189 Outputs,
1310 Actions
Indicators : 49 for impacts and 185 effects indicators

2.2. Better information sharing with agencies, sectors,
and civil society

A complete information Sharing System that involves all the stakeholders from
down to top

2.3. Promoting participatory approaches for evidence-
based policy making

Consultations started in 2013 brought together decentralized communities, de-
centralized communities, the private sector and the civil society. A permanent
framework of concertation has been instituted since PND 2012-2015
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Conditions of effective EDP

Cote d’Ivoire situation

2.4, Building capacity across government and special-
ized agencies in the broad range of tools (including sta-
tistics department)

Agreement and implementation of a program for capacity empowerment in
Planning an evaluation with UN System led UNICEF

2.5. Using forecasting models and statistical tools to
formulate specific targets.

A General Census of Population and Housing 2014 has been conducted in
2014. The preliminary findings has been the basis the formulation of specific
target.

3. Development of budgeting and financial
systems

Financing strategy is attached to the NDP 2016-2020 that includes the tradi-
tional partner, OECD donors countries and International partners

3.1. Connecting the development plan with budget

A Budget and macroeconomic framing for planning and Tri annual program-
ming is aligned to the implementation of the plan. Budget Conferences are
held each year with NDP as reference framework of budgeting. 2017 evalua-
tion shows a 85% of alignment of the budget with the NDP

3.2. Effective financing mechanism to meet the costs

A Consultative Group held in Paris on May 16 and 17, 2016, recorded pledges
of § 15.4 billion, including $ 12.7 billion in new funding.

3.3. Creating incentives for the private sector

Total Investment of CFAF 30 000 billion, of which CFAF 11 284 billion for
public sector and Private investments expected of CFAF 18,716 billion, or
62.4% of total investments.

4. Support for monitoring and evaluation

An updated, participative, iterative and balanced pattern of monitoring
and evaluation

4.1. Establishing a tailored evaluation system

The institutional frame of implementation, monitoring and evaluation
is comprised with a strict scheduled model of reporting and evaluation
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Conditions of effective EDP

Cote d’Ivoire situation

4.2. Capacity building in statistics and data collection

Program of Workshops for Capacity building for the ministries technical de-
partment in charge of Planning, monitoring and evaluation in partnership with
UNICEF

4.3. Coordinating with line ministries (especially statis-
tics department)

The Ministry of planning and development through The general Directorate of
Planning is coordinating

4.4. Establishing an iterative feedback process

The pattern and process of monitoring and evaluation is participative
and iterative.

5. Capacity development

5.1. Better understanding of the necessity of planning,
coordination, and appraisal

Low level of mastering planning and evaluation process

5.2. Greater support to subnational government agen-
cies and increased coordination with them

A weak support from subnational government.

5.3. Greater awareness of the benefits and opportunities
for the private sector

The private sector and the civil society is more involved in whole drafting and
implementation of the NDP

5.4. Greater awareness of the right to participate and

build capacity in civil society

N/A

Source: Author analysis based on UN criterias for effective Economic Development Plan
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4.3. Conclusion and recommendations

Cote d’ivoire has started its process of structural change since the early 1960s,
decades after getting its independence from French hegemony. It turns out that the poli-
cies used for this process are not effective (Dani Rodrik, 2015). Two decades early after
independence, the traditional European approach for structural transformation that has

been implemented had not worked either even bettered the situation.

Since the independence, the export-led driven industrial policy of Cote d'Ivoire is
based on natural resources produticity. Three decades later, the take-off is not yet
achieved. It is noticeable that the productivity of the agricultural sector through cocoa

and coffee has not been able to maintain steady growth.

Figure 7: Evolution of the value added ratio in Cote d’Ivoire
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According to a study conducted in 1998, generating and sustaining economic
growth can be a prerequisite for "better and better" distribution and hence inclusive
growth. If you maintain growth not only for a decade but also for more than two decades,
this growth will surely lead to greater equity as it will push wage rates to higher levels

(Bai Gao, 1998).

Due to the boom in the cocoa and coffee sectors that began in the 1950s, Cote
d’ivoire has become the second largest economy in West Africa. The country has been
facing difficulties on the 70s due the low term of trade of its most important trade com-
modities. In deed, since the independence, the Cote d’ivoire economy is largely agrarian
economy. More than a quarter of GDP till today corresponds to food and export agricul-
ture. This profile, combined with the importance of exports in national income, makes
Cote d'Ivoire highly dependent on external factors such as climate, demand and world
prices. Over the period 1994-2000, the production and marketing of cocoa, of which
Cote d'Ivoire accounts for about 40 per cent of total world production, fluctuates consid-
erably, with a deterioration of the terms of trade in 1998. Its economy is still stagnant
with most of population in rural area. A poverty rate still up to 47%. Recently for the
seventh consecutive year, economic growth in Cote d’Ivoire was projected to exceed 7%
and reached 7.4% in 2018, despite the country’s vulnerability to external shocks and
political uncertainty in the run up to the presidential elections in 2020 (World Bank,

2019)

After five decades, the Ivorian economy, regularly subject to political instability,

has not taken off. Moreover, the current national development plan aimed at a structural
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transformation by the end of 2020, but about the situation one year before the deadline,

this goal is utopian.

The analysis of the pattern used in Cote d’ivoire shows some of weaknesses. The
vulnerability to the external shocks of Ivoirian economy due to its dependence to natural
ressources exports. The situation of the current account balance does not allow the econ-
omy to afford important investments without an increase of indebtment rate. The em-
ployment of national has never follow in the manufactured sector due to the low skilled
labor. Innovation and new technologies could not been promote in regard of the huge
investment required. The elites, bureaucrats, and the public sector is not controlling the
economy. The foreign multinational companies own most of the large enterprises. The
sector is not developed to back up the industrialized due to lack of investment to purchase

patents by public sector.
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CHAPTER FIVE: CONCLUSION AND RECOMMEN-
DATIONS

5.0. Introduction

This part is aiming to present the results of the analysis. Form the Korean pattern,
the author assesses the fulfillment of the preliminary results and the hypothesis. Some
policy implications are drawn for Cote d'Ivoire industrial policy. Finally, this study pro-

poses some recommendations for further studies..
5.1. Findings from South Korean Industrial policy analysis

As we seen through the analysis above, product cycle theory could not solely ex-
plain the industrial transformation of Korean economy. Our opinion is based on the fact
that the theory of the product cycle would have led the model of industrial policy from
South Korea, through a process of homogeneization, to that of Japan. If, however, we
agree that the textile industry that has underpinned the industrial model we anlyce, the
process and tsructure that has been given to this industry to be a success has profited
substantially from domestic policy instilled by the Government. the choices made to
invest financial support rejected since the 1950s in certain specific sectors and the pro-
motion of a certain type of large companies is a major fact that has seen the Korean
model. The political factors thus explains the part of the development that the industrial
basis inherited from independence is not able to explain on its own. Moreover, the pro-

cess of industrialization of South Korea is not totally similar to that of Japan contrary to
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what this model predicts. Finally, our conclusion is that the dynamics of alliances intro-
duced by the government, over the years, through alliances between the private sector,
bureaucracy and industrial capitalists played a role that could explain that big difference.
Industrial policy government led and interventions in financial markets are not easily
reconciled within the neoclassical framework which is assumed to be responsible of
structural transformation of Korean economy. The policy mixes used by the Korean gov-

ernment were diverse and flexible.
5.2. Policy implications for Cote d’ivoire industrial policy

Our study permit to draw some lessons. Those lessons lead incontestably to the
following policy implications :

o Shifting the factors from the unproductive sectors to the more productive
sectors. This shifting is possible by an empowered R&D or innovation.

e A more government led industrial policy is the key of the success of Asian
countries. Korean government led policy has permit to shift the agrarian
economy to an industrialized economy within a period of two decades.

e The government must promote the large national enterprises in the center
of the policy to enforce the industrial system by a settlement of a new pri-
vate sector led by government.

e Coalition theory dynamism must lead the state intervention mostly on the
pathway to fully involve the stakeholders in the state develomemt policy to

implement
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e Combining an export led policy pattern to an import substitution model is
wasting of resources. The industrial policy based on an export led promo-
tion model need the factor or the low cost factors to maintain its export at a
high level.

e The Ivoirian industrial policy invest more in promoting must promote on

LEs than supporting the rural areas.

5.3. Recomendations for further studies

Our study might provide three ways of recommendations for future studies. The
first is to advocate a a greater consideration of non-market sector analyses in developing
economies. Indeed, recent data from some developing countries show strong growth in
the non-market services anda raising of an import competition sector. In some economies

those latter are ranking as leading sectors.

The second recommendation is required an attention at the characteristics of the
country of reference in the analysis. Certainly, South Korea's industrial policy perfor-
mance is exemplary. However, the political regime in Korea and the economic develop-
ment context are differing with the West African countries in this case the Cote d’Ivoire.
In addition, our studies attempt to highlight an economic model based on the perfor-
mance of industrial policy to achieve growth for development. Nevertheless, recent data
show that economic growth can be carried by other aggregates that are not derived from

the direct domestic manufacture of the country concerned.
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The third one is related to funding. In the case of Korea industrial, huge amount
of FDI and ODA have invest for the creation and the promotion of some new industrial
sector. Further studies in the same filed might also introduce the part of foreign funding
in the explanation of the Korean success story to render more accurate implication. Ul-
timately, for future research, taking in to account the facts above and any else economic
and political concern will help to deepen the explanatory skill and the accuracy of the
results of our study. This study was cndct only with the main objectives to confirm the
huge importance of domestic caloition to fulfil a better industrial policy. model for de-

veloping countries.

5.4. General conclusion

This study has permit to convey to the all the objectives. The Industrial policy of
Korea has been conducted with a dynamism that required a tremendous participation of
government. Cote d'Ivoire has real capabilities to achieve good industrial performance.
The Government of Cote d’ivoire, from 1960 to the present, has shown its willingness
to achieve the local transformation of agricultural and mining raw materials into finished
and semi-finished products. The evolution of the Ivorian industry is a reflection of the
country's economic performance and the industrial policies implemented. The country
has experienced a significant industrial boom, which has allowed it to have the largest
and most diversified industrial fabric in the sub-region. From 1960 to 1980, the objec-
tives set by the various industrial policies put in place were achieved. However, the com-

petitiveness of industries has deteriorated during the various recessions (1980-1993,
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1999-2004) due to the deterioration of the macroeconomic and institutional environment,
and on the other hand, the deficiencies organisation and management of Ivorian compa-

nies.

Similarly, the constraints related to taxation, the effects of domestic and external
debt, growing poverty, competitiveness and weak sub-regional trade have been a hin-
drance to the evolution of the industrialization of Cote d’Ivoire and even the sub-region.
The repeated military-political crises experienced in Cote d’Ivoire, especially that of 19

September 2002, have weakened the entire secondary sector.

The textile and agri-food sectors have suffered enormous damage as a result of
this war. It emerges from the descriptive and econometric analyses (dynamic panel) that
the sectors that are now booming, in terms of performance over the period 2003-2006,
in terms of growth in value added, employment and turnover are Extractive Industries

and Refinery, Chemistry and Construction Materials.

In addition to the sub-sectors cited, we noted that the Textile and Shoes, Auto
Parts Manufacturing, Electrical Machinery and Materials, Water and Electricity and

Miscellaneous Industries, branches expanded in 2006-2007.

These different industries need support. Although the wood sector is experiencing
a decline in activity, it is noted that for the same level of capital, the companies in this

sector offer the most employment opportunities.

Finally, the productivity of promising agricultural sectors does not really follow

the expectations of the Ivorian economy. Contrary to South Korea which strategically,
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over time, turns all the factors of production and public levers towards sectors with high
productivity, the industrial sector of Cote d’Ivoire has not ever benefited from policy to
shift towards more productive sectors. Indeed, since independence, the economy is un-
changed under the dependence on raw materials such as coffee and cacoa. The low
productivity of the Ivorian economy has not been able to survive international shocks,

local deficits and recurrent instability due to the crises.

However, this growth in demand for work in this sector seems to be geared to-
wards low-skilled jobs. It thus appears necessary for the Ivorian government to support
the expanding industrial sectors without neglecting the ailing sub-sectors. Any policy
aimed at energizing the industrial sector will therefore have to take sufficient care of the
revitalization of the Wood and Agri-Food industries. Today, given the irreversibility of
globalization, Cote d'Ivoire inclusion in this process risks being undermined by the long-
term effects of the 19 September 2002 crisis, in the sense that it could permanently affect

the competitiveness of Ivorian companies.

It would, therefore, be desirable to consider, in collaboration with development
partners and the member countries of the OECD countries, a comprehensive program of
restructuring and upgrading of companies, in order to face the challenges of opening up
to the global market. With the return of peace, the Ivorian state must take concrete steps
to support the productive sector, in order to clean up and restore vitality to the industrial

sector, so that it can fully play its role as the engine of growth and economic development.
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