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1 This idea was asserted by Oh Won-cheol (2006), who served as a senior secretary in charge of the heavy-chemical 

industry at the time. Kim Hyeong-a (2005) made the same argument. However, the then chief secretary, Kim Jeong-
ryeom, and the then secretary of the heavy-chemical industry, Kim Gwang-mo (2015), insisted that, although the October 

Yusin (declared on 17 October 1972, with the Yusin Constitution passed on 27 December the same year) might have 

contributed to the heavy-chemical industrialisation of Korea, it is not true that the October Yusin had been planned for 

this purpose in the light of related facts. Furthermore, President Park Chung-hee made no mention of the heavy-chemical 

industrialisation in the Declaration of Yusin. 
2 Some example documents include: The announcement of the Subcommittee of Commerce and Industry of the Special 
Committee for National Security Measures on 19 August 1980; and the Korea Development Institute’s Economic and 
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Social Policy Council documents for the establishment of the 5th Five-Year Economic Development Plan (‘The Measures 

to Reestablish the Basic Tasks of the Industrial Policy and Support Measures’, 1982). The World Bank was also critical 

of the policy from its launch. The organisation encouraged the reconsideration of the policy in 1974, and maintained the 

same stance after the establishment of the Fifth Republic of Korea. For a detailed overview of this subject, see Park 

Yeong-gu (2008, Chapter 12). 
3 Regarding this, refer to the Korea Development Institute (1995), the Compilation Committee for the 60-Year History of 
Korean Economy (2010, Volume 1), and Sakong and Koh (2010). 
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Problems with the Trade Theory Based on Comparative 
Advantage and the Necessity for Economic Development 
of Import Substitution Promoting Infant Industry 
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4 There is an interesting example of this phenomenon. Professor Chang Ha-Joon at the University of Cambridge has long 

advocated industrial policies and pointed out that the current developed countries had enforced policies to protect infant 

industries during their industrial revolution periods, echoing List (Chang, 2002). Chang, however, fails to offer any 
theories or policies to address the challenges to the enforcement of such industrial policies outlined above. 
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The General Theory of Economic Development 

                                                           
5 Jwa (2017b) presents a new interpretation of the history of Korean economic development by applying this theory. The 
market-friendly industrial policy examined in this study is also based on the book.  
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6 The proverb appears to have originated from the Parable of the Three Servants (Talents) in Matthew 25, of the Holy 

Bible. 
7 This idea was advanced by Guanzi, Han Feizi and other scholars in the School of Law during the Warring States period 

of China. They placed greater importance on the rule of the law than on the rule of virtue, and believed that strictly 

rewarding those who performed good deeds and punishing those who committed wrongful deeds was the basic principle 

by which to rule the state. 
8 The theory of evolution proposes that a given environment selects the fittest. The fittest refers to an entity that exhibits 

the characteristics or performance that the environment prefers. Accordingly, the environment is analogous to God who 
helps those who help themselves and practises the law of award and penalty.  
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9 The term ‘free riding’ used here is another expression of an ‘external economy’ and, from the aspect of evolution, it is 

another expression of reproduction. In this study we prefer the term ‘free riding’ as it expresses how economic 
development is regarded in the General Theory, which proposes that it is the ‘intentional behaviours’ of humans intending 

self-development, and not unintentional behaviours such as simple spreading of the external effect discussed in 

mainstream economics, or the evolutionary reproduction process. The General Theory sees economic development as a 

result of humans’ intentional efforts at self-development for their own success by actively responding to or changing the 

incentive system of the given surroundings. The theories of economic development must address the issue of how the 

institutional environment that regulates human behaviours should be changed into one that is development-friendly, for 
economic development is fundamentally a matter of human consciousness. 
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10 Today, in the name of social democracy and economic democratisation, a movement has sought to ‘democratize’ 

management. This movement takes for granted the participation of labour unions in management or requires the decision-

making power of unions to be strengthened. This has led to rising demand for a horizontal decision-making system for 

the distribution of resources within the organization of corporations, as well as for transactions in the market. If such 

demand becomes excessive, it will have a negative impact on economic development by weakening the corporation’s 
function of discrimination. 
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11 Simon (1991) insists that it is more appropriate to define the capitalist economy as an ‘organisation economy’ than as 
a ‘market economy’. This study, however, specifically considers the structure as a ‘corporate economy’. 
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Figure 1: Economic discrimination and the trinity of economic 

development 
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‘New Theory of Pro-market Industrial Policy’ for Rapid 
Economic Development 

                                                           
12 For details, see Jwa (2006, 2008 and 2017a, 2017b).  
13Recently, pro-market intervention by governments in the market through ‘nudges’ has drawn attention. For details, see 

Thaler and Sunstein (2009). Governments could use the same approach for industrial policies. Regarding this, see Jwa 
(2008).  
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14 Interestingly, Devarajan (2016) has recently argued that one of the reasons for the failure of industrial policies to date 
is that they have targeted industries rather than ‘firms’. 
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15 The government’s policies to foster private sector capacity are, in principle, classified as industrial policies. Therefore, 

in all cases the principle of economic discrimination must be applied for the success of these policies. 
16 See Jwa (2010) for details. 
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17 See Jwa and Lee (2006) for details of the successful progress of the Korean film industry. 
18 For the detailed success principle and history of the Saemaeul Undong, refer to Jwa (2014 and 2018). 
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19 For further examination, see Jwa and Lee (2006). 
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20The ten major ‘growth engine industries’ included intelligent robots, future automobiles, next-generation 

semiconductors, digital TV and broadcasting, next-generation mobile communication, display, intelligent home networks, 
digital content/software, next-generation battery, and bio-drugs and bio-organs (organ cloning and transplantation).  
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21 Anti-discriminatory corporate policies counteract the motivation of companies to achieve growth.  
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22 For detailed consideration of this, see Jwa (2006). 
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Concluding Remarks 

                                                           
23 See the Compilation Committee for the 60-Year History of Korean Economy (2010, Volume 1), Sakong and Koh 
(2010), and Yoo (2004). 

91



World Economics • Vol. 20 • No. 4 • October–December 2019 92



World Economics • Vol. 20 • No. 4 • October–December 2019 93



World Economics • Vol. 20 • No. 4 • October–December 2019 94



World Economics • Vol. 20 • No. 4 • October–December 2019 95



World Economics • Vol. 20 • No. 4 • October–December 2019 

 

96

http://j.mp/1RO8XcY


World Economics • Vol. 20 • No. 4 • October–December 2019 

 

97




