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Abstract 

This study examines the role of economic development strategies in promoting industrial transformation, with a particular 

focus on South Korea as a successful model of economic and industrial development. It aims to analyze how strategic 

economic policies contributed to the transformation of South Korea from a low-income, war-torn, and aid-dependent 

economy into a globally competitive industrial power. The research adopts a descriptive-analytical methodology based 

on the examination of economic policies, industrial strategies, and available data from official national and international 

sources. 

The findings demonstrate that South Korea’s industrial success was achieved through a combination of long-term 

development planning, export-oriented industrialization, strategic government intervention, investment in human capital, 

and continuous technological advancement. The study highlights that the Korean development model was characterized 

by strong coordination between the state and the private sector, particularly through the support and expansion of large 

business conglomerates known as Chaebols, which played a significant role in strengthening industrial capabilities and 

enhancing international competitiveness. 

The study concludes that South Korea’s experience provides valuable lessons for developing countries seeking to 

accelerate industrial development. These lessons emphasize the importance of adopting coherent industrial policies, 

developing human resources, promoting innovation, and establishing effective institutional frameworks capable of 

supporting sustainable economic transformation. 

Keywords:Economic development; industrial development; industrialization; industrial policy; South Korea; human 

capital; competitiveness. 

1. Introduction 

Since the second half of the twentieth century, economic development has become one of the primary objectives pursued 

by countries seeking to achieve economic growth, reduce poverty, and improve living standards. Among the different 

development approaches adopted worldwide, industrialization has emerged as a fundamental pathway for achieving 

structural economic transformation. The industrial sector contributes not only to productivity growth and employment 

creation but also to technological advancement, export expansion, and the strengthening of national competitiveness. 

South Korea represents one of the most remarkable cases of successful industrial transformation in contemporary 

economic history. After the Korean War, the country faced severe economic challenges, including widespread poverty, 
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limited productive capacity, and heavy dependence on foreign assistance. However, within a few decades, South Korea 

succeeded in becoming one of the world’s leading industrial economies. This transformation was the result of deliberate 

and consistent development strategies based on state coordination, institutional reform, investment in education and 

human capital, and the promotion of technological innovation. 

The Korean experience provides an important reference for developing countries attempting to accelerate 

industrialization and diversify their economic structures. Studying the policies and mechanisms that supported South 

Korea’s transformation offers valuable insights into how strategic planning, industrial policies, and institutional 

arrangements can contribute to building a competitive industrial base. This is particularly relevant for countries such as 

Algeria, which seek to strengthen productive capacities and reduce dependence on traditional economic activities. 

Accordingly, this research focuses on the evolution of South Korea’s industrial development strategies, examining the 

role of government intervention, the interaction between public institutions and private enterprises, and the contribution 

of major business groups (Chaebols) to the country’s industrial advancement and global economic integration. 

Problem Statement: 

 Despite the considerable efforts made by many developing countries to achieve economic growth and structural 

transformation, industrial underdevelopment remains one of the major challenges limiting their ability to achieve 

sustainable development. In many cases, the absence of coherent long-term strategies, weak institutional frameworks, 

limited technological capabilities, and insufficient investment in human capital have constrained industrial progress. 

 In contrast, South Korea has succeeded in transforming its economy from a low-income agricultural economy into a 

highly industrialized and technologically advanced economy within a relatively short historical period. This 

transformation raises important questions regarding the effectiveness of economic development strategies and their 

contribution to industrial upgrading and competitiveness. 

Therefore, the main research problem can be formulated as follows: 

- To what extent have South Korea’s economic development strategies contributed to achieving industrial 

transformation and strengthening its global industrial competitiveness? 

Research Sub-Questions:  

To address the main research problem, the study seeks to answer the following sub-questions: 

- What are the main stages of South Korea’s industrial development strategy and how did they evolve over time? 

- How did the relationship between the state and the private sector contribute to industrial growth and economic 

transformation? 

- What role did large business conglomerates (Chaebols) play in supporting South Korea’s industrialization process? 

- What major obstacles did South Korea encounter during its industrialization path, and what mechanisms were 

adopted to overcome these challenges? 

Research Objectives : 

This study aims to achieve the following objectives : 

- To analyze the historical evolution of economic and industrial development in South Korea and identify the main 

factors that shaped its transformation process. 

- To identify the key components and mechanisms underlying the success of South Korea’s development strategies, 

particularly those related to industrialization, technological advancement, and export competitiveness. 

- To examine the role of government intervention and large private business groups (Chaebols) in promoting industrial 

growth and strengthening productive capacities. 

1. Economic Development Strategies 

1.1. Strategy for Integrating Industrial and Agricultural Development 

a. Agricultural Development Strategy 

The development experiences of numerous countries have shown that agriculture constitutes a fundamental pillar of 

comprehensive economic development, particularly during the early stages of industrialization. The agricultural sector 

contributes to the development process by providing financial, material, and human resources that can support broader 
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economic transformation. Its role is especially significant in creating the conditions necessary for industrial expansion 

and structural change (Al-Quraishi, 2007, p. 131). 

b. Industrial Development Strategy 

The experience of advanced economies demonstrates that industrialization is a central component of economic 

development and an essential mechanism for structural transformation. Industrial development generates dynamic effects 

that extend beyond the industrial sector itself and contribute to the expansion and modernization of other economic 

activities. 

Among the main contributions of industrial development are: 

- Processing and transforming raw materials into higher value-added products. 

- Supplying the inputs and equipment required by the agricultural sector. 

- Strengthening backward and forward linkages between industry, agriculture, and other productive sectors. 

- Providing energy and infrastructure services necessary for agricultural and economic activities. 

- Supporting export diversification and expanding access to international markets. 

- Creating employment opportunities and promoting the acquisition of technical and professional skills. 

- Contributing to greater economic stability through productive diversification. 

c. Strategy for Integrating Agricultural and Industrial Development 

Agriculture and industry are closely interconnected and mutually supportive sectors. Industry provides agriculture with 

machinery, equipment, fertilizers, energy, and other productive inputs, while also creating an important market for 

agricultural output. Conversely, agriculture supplies industrial activities with food products and raw materials required 

for processing and manufacturing (Al-Zubair, 2012, p. 23). 

Accordingly, industrial development should not be pursued independently from agricultural development. A sustainable 

development strategy requires simultaneous progress in both sectors in order to strengthen productive linkages, reduce 

structural imbalances, and ensure a more efficient allocation of national resources. Neglecting one sector while 

prioritizing the other may weaken the development process because of the high degree of interdependence between 

them. 

1.2. Human and Autonomous Development Strategies 

a. Sustainable Human Development Strategy 

The concept of sustainable human development emerged from the integration of two major approaches: the human 

development framework promoted by the United Nations and the sustainable development approach advanced by 

environmental specialists and formally reinforced at the United Nations Conference on Environment and Development 

held in Rio de Janeiro in 1992. 

Sustainable human development focuses on expanding individuals’ capabilities and choices while simultaneously 

ensuring that development remains socially equitable and environmentally sustainable. Its central objective is to satisfy 

the needs of the present generation without undermining the ability of future generations to meet their own needs. 

The principal dimensions of human development include: 

* The ability to live a long and healthy life. 

* Access to knowledge and education. 

* Access to the economic resources required to achieve a decent standard of living (Ismail, 1993, p. 60). 

While the human development approach emphasizes the expansion of human capabilities through improvements in 

health, education, knowledge, and skills, sustainable development focuses on the equitable and efficient use of natural 

resources over time. The integration of these two perspectives gave rise to the concept of sustainable human development, 

which seeks to combine human welfare, economic progress, social justice, and environmental sustainability within a 

unified development framework (Al-Quraishi, 2007, p. 181). 

b. Autonomous Development Strategy 

The autonomous development strategy emerged as an alternative approach aimed at reducing the economic dependence 

of developing countries on advanced capitalist economies. It emphasizes national self-reliance and the strengthening of 

domestic productive capabilities. Economist Paul Baran was among the early advocates of this approach, particularly in 
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*The Political Economy of Growth*, where he highlighted the importance of controlling and efficiently utilizing the 

economic surplus generated within the national economy. 

Scholars examining autonomous development have frequently associated it with development models that seek to reduce 

structural dependence on external economic centers. Although there is no universally accepted definition of autonomous 

development, most approaches emphasize a number of common priorities, including strengthening community self-

reliance, developing domestic productive capacities, mobilizing national resources, expanding the local production of 

capital goods, and building an independent scientific and technological base. 

 2. An Introduction to Korea’s Economy 

Over the past five decades, South Korea has experienced a profound structural transformation, shifting from a 

predominantly agrarian economy to one of the world’s leading industrial and manufacturing economies. The country 

has become home to several globally competitive industrial conglomerates and has established itself as one of Asia’s 

major economic powers. 

South Korea has consistently been classified as a high-income economy since 2001 according to World Bank income 

classifications based on gross national income per capita using the Atlas method. This transformation reflects the 

sustained commitment of Korean policymakers to industrial upgrading and the strengthening of manufacturing 

capabilities. 

Manufacturing has remained one of the most important pillars of the Korean economy. Since 2011, the share of 

manufacturing in national output has been among the highest in Asia and has also ranked among the highest 

internationally according to available comparative data (WDI, 2017, p. 21). Korea slightly exceeded China in 

manufacturing's share of GDP in 2011, with approximately 31.4% compared with 31.3%, while Korea's manufacturing 

contribution subsequently remained relatively stable as China's economic structure increasingly shifted toward services. 

The foundations of Korea’s manufacturing competitiveness were initially established through state-directed industrial 

policies implemented under successive Five-Year Economic Development Plans during the second half of the twentieth 

century. These plans provided a strategic framework for industrial expansion, export promotion, infrastructure 

development, and technological upgrading. 

A major outcome of these policies was the emergence of internationally competitive Korean enterprises. Their 

development was supported by substantial investment in education, human capital, technological capability, and research 

and development (R&D). The high level of education and technical skills within the Korean workforce has therefore 

been widely recognized as one of the central factors underlying the country’s economic and industrial success. 

Korea has also consistently prioritized R&D investment as part of its transition toward a technology-intensive and 

innovation-based economy. This commitment contributed to the gradual movement of Korean industries from labor-

intensive manufacturing toward more sophisticated activities involving advanced technology, knowledge, and innovation. 

The following analysis examines the evolution of South Korea’s industrial development policies across different sectors 

and historical periods. It also considers the manner in which the country’s broader economic development strategy 

evolved in response to changing domestic and international conditions. Particular attention is given to the principal policy 

instruments associated with trade, industry, labor, technological development, and institutional coordination. 

3. Korea’s Economic Profile 

The contemporary structure of the South Korean economy continues to reflect the long-term effects of its industrial 

development strategy, particularly the strong emphasis placed on heavy and chemical industries beginning in the 1970s. 

This policy orientation played an important role in strengthening domestic productive capacity and facilitating the 

subsequent expansion of large Korean firms into international markets. 

The development of large multinational enterprises also became an important feature of Korea’s economic structure, 

contributing to the country's integration into global production networks and international trade. 

As illustrated in Figure 1, the composition of Korea’s gross value added remained relatively stable between 2001 and 

2017. By the first quarter of 2017, services represented approximately 58% of economic activity, while manufacturing 

accounted for around 30.5%. In comparison, services represented approximately 59% and manufacturing around 28% 

in 2001. 
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Despite this overall stability, important structural changes occurred within the services sector. Business-related services, 

particularly professional, scientific, technical, and administrative support activities, expanded more rapidly than many 

traditional service industries. 

This development indicates a gradual transition toward a more knowledge-intensive economic structure in which 

manufacturing remains a major source of economic strength while increasingly interacting with advanced services, 

technological activities, and innovation-oriented sectors. 

 

 

 

 

 

 

Figure 1. Korea’s Gross Value Added by Economic Activity, 2017 (1st quarter) 

 

Source: BOK (2001-2017); Value-added in basic prices, billion won 

Figure 2. Korea’s Manufacturing Output ($US, billions) by Industry, 2014 
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Source: UNIDO (1963-2014); based on INDSTAT2, Rev3. 

In 2014, Korea’s manufacturing output was concentrated primarily in three major industrial categories: 

electronic components and finished electronic products, which accounted for approximately 18% of total 

manufacturing output; chemicals, with a share of around 12%; and automotive components and finished 

vehicles, also representing approximately 12% (Figure 2). 

A comparison between the structure of manufacturing output and the composition of exports reveals an 

important distinction. Although chemicals represented a significant share of domestic manufacturing 

production, they did not rank among Korea’s leading export categories. This suggests that a substantial 

proportion of chemical production was either absorbed by domestic demand or used as intermediate inputs in 

the production of other export-oriented goods (Figure 3). 

Figure 3. Korea’s Top Exports, 2015 
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Source: UNSD (2002-2015); Note: values in $US billions and shares represent share of Korea’s total exports 

in 2015; descriptions represent HS02, two-digit codes and pairs of codes. 

 

4. Industrial Policy in Korea 

South Korea has long been associated with a state-led model of industrial development, particularly during the period of 

rapid economic expansion that followed the Korean War. One of the most distinctive characteristics of this model was 

the close coordination between the public bureaucracy and private enterprises. Although this relationship occasionally 

gave rise to concerns regarding corruption, it nevertheless played a central role in directing investment, allocating 

resources, and supporting industrial expansion (Amsden, 1989, p. 199). 

Following the democratization process, the institutional framework governing industrial policy underwent a significant 

transformation. The state gradually reduced its direct role in steering industrialization, while the private sector assumed 

a more prominent and proactive position within a progressively market-oriented economic environment (Devlin & 

Moguillansky, 2011, p. 2014). 

This shift became possible as private firms accumulated greater financial, managerial, and technological capabilities over 

time. Despite the reduced level of direct intervention, the Korean government continued to exercise an important 

strategic role in supporting industrial upgrading, strengthening international integration, and promoting the transition 

toward a post-industrial economy increasingly driven by innovation, small and medium-sized enterprises (SMEs), and 

research and development (R&D). Nevertheless, a number of structural challenges persisted, particularly inconsistencies 

in policy implementation and regulatory inefficiencies, both of which have frequently been identified as constraints on 

Korea’s international competitiveness (WEF, 2016). 

The foundations of Korea’s industrialization strategy were formally established with the launch of the First Five-Year 

Economic Development Plan in 1962. Successive national development plans continued to shape the country’s industrial 

trajectory until 1993, a period marked by rapid industrial expansion under strong state coordination. From the early 

2000s onward, however, the industrial policy framework became increasingly decentralized, as individual ministries 

assumed greater responsibility and comprehensive national planning gradually declined. 

More recent policy initiatives have placed increasing emphasis on the development of future-oriented and knowledge-

based industries. However, their effectiveness has been relatively constrained by several factors. First, the domestic 

economic structure was not yet fully adapted to the requirements of a knowledge-based economy, making the evaluation 

of policy outcomes more complex. Second, industrial priorities were subject to frequent changes, often corresponding 

to five-year political cycles, which weakened policy continuity. Third, some of the industries selected for strategic 
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promotion overlapped with sectors prioritized by China, thereby increasing competitive pressures and reducing Korea’s 

relative advantage in certain areas (KIET, 2015, p. 351). 

To promote growth based primarily on domestic productive capacity, South Korea relied extensively on large privately 

owned business groups, commonly known as **chaebols**, rather than depending primarily on foreign direct investment 

or state-owned enterprises (Yeung, 2014, p. 70). These conglomerates became a defining feature of Korea’s industrial 

organization and continue to occupy a central position within the country’s economic structure. 

Korea’s Distinctive Industrial Organization: Chaebols and the Economy 

South Korea’s early industrial policies played a decisive role in the emergence and expansion of large business 

conglomerates known as **chaebols**. During the initial stages of industrialization, these firms benefited from 

substantial protection within the domestic market, a system that remained largely in place until the Asian Financial Crisis 

of 1997. 

In the contemporary Korean economy, chaebols are generally characterized as large, diversified, and family-controlled 

corporate groups operating across multiple industries. Many of these conglomerates also function as leading firms within 

global value chains, coordinating complex networks of production, technology, and international trade (Kim, 2015). 

Their contribution to South Korea’s industrial transformation was substantial. By mobilizing capital, expanding 

productive capacity, adopting advanced technologies, and developing export-oriented operations, chaebols became major 

instruments of the country’s industrialization strategy. Their expansion contributed significantly to South Korea’s 

transition from a developing economy into a globally competitive industrial power. 

Table 1. Leading Chaebols 

Firm Primary Industry Interests 2016 Annual Revenue, 

US$ Billion 

Samsung Semiconductors, Electronics (phones, TVs), 

Electrical Appliances, Hotels, Pharmaceuticals, 

Shipbuilding 

173.4 

Hyundai 

Motor 

Automotive 83 

SK Semiconductors; Oil and Gas; Telecomm, Finance 72 

LG Electronics (smartphones, TVs), Electrical 

Appliances, Cosmetics, Chemicals, Fertilizer 

47.9 

Subtotal 376.3 

Sources: Forbes (2017) www.forbes.com/korea- billionaires/list 

 Despite their substantial contribution to South Korea’s economic expansion, chaebols progressively acquired a 

dominant position across a wide range of industrial activities (Vaswani, 2017, p. 8). Although this structure played a 

major role in accelerating industrialization and strengthening export capacity, it also generated important risks associated 

with excessive economic concentration. By the end of the 1990s, chaebol-affiliated firms accounted for nearly two-thirds 

of the domestic manufacturing market, while Samsung alone was estimated to represent approximately 20% of South 

Korea’s total exports (Tejada, 2017, p. 17). 

Further evidence illustrates the scale of this concentration. The combined sales revenues of the five largest chaebols 

were reported to exceed half of the country’s GDP, while the four largest groups—Samsung, Hyundai Motor, SK, and 

LG—represented approximately 50% of the total market capitalization of the Korean stock exchange (Reuters, 2017, p. 

75). 

 

Such a high degree of dependence on a limited number of large, brand-centered conglomerates differs from the more 

diversified corporate structures observed in many other advanced economies. The Korean model assumes that large 

corporate groups can sustain competitive advantages across several stages of the value chain. However, this model has 
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become increasingly difficult to maintain in an international environment characterized by greater specialization, 

changing consumer preferences, and increasingly segmented markets. 

The dominant position of chaebols has also contributed to a significant structural imbalance between large corporations 

and small and medium-sized enterprises (SMEs). SMEs have often faced disadvantages in terms of market access, 

bargaining power, financing, and competitiveness. In response to these imbalances and the social tensions associated 

with them, the Korean Commission for Corporate Partnership was established in 2010. 

The Commission was designed to address the widening gap between large corporations, many of which belong to 

chaebol groups, and SMEs. Its role included reducing conflicts between the two groups, limiting the adverse 

consequences of excessive market concentration, and encouraging more cooperative relationships within the domestic 

industrial structure. 

In addition, the Commission sought to establish mechanisms through which major conglomerates could contribute 

more directly to the development and long-term sustainability of SMEs. This approach reflected a broader effort to 

promote coexistence and greater balance between large enterprises and smaller firms within the Korean economy (Kim, 

2015, p. 17). 

During the 1960s and 1970s, the South Korean developmental state exercised extensive control over private firms in 

order to ensure that corporate behavior remained consistent with national industrial and economic objectives. The 

government relied on a range of administrative and disciplinary instruments, including tax inspections, investigations 

into illicit wealth accumulation and corruption, and other forms of political and regulatory pressure against firms that 

failed to comply with national development priorities. 

Among the most effective instruments used by the government was control over access to preferential domestic credit. 

Firms that failed to achieve the production and export targets established under the Five-Year Economic Development 

Plans could face the withdrawal of subsidized bank loans and other forms of state support (Kim, 2015, p. 18). 

The state therefore maintained considerable influence over private enterprises through its control of credit, licenses, 

subsidies, and access to strategic resources. At the same time, businesses remained highly dependent on the government 

for financing, technological acquisition, and protection from external competition. 

This relationship was particularly evident in the development of the heavy and chemical industries (HCI), where 

government support was concentrated on selected firms considered capable of advancing national industrial priorities. 

These firms benefited from preferential financing, subsidies, and protective measures, which facilitated their rapid 

expansion and reduced their exposure to foreign competition. 

As a consequence, a highly interdependent relationship emerged between the Korean state and major private 

conglomerates. The government provided financial and institutional support, while chaebols were expected to 

contribute to national objectives through industrial expansion, technological upgrading, and export growth. 

Table 2. Industrial Planning in Korea: 1962-2016 

Time Primary Policies Focus/Impact 

 

1962-

1966 

1
st

 FYEDP: Create a self-reliant economy by transforming 

from agriculture to industry by securing resources, 

expanding basic industry 

and infrastructure, improving the balance of payments 

(including negotiations for foreign aid), and promotion of 

technology. 

 

 

 

1967-

1971 

2
nd

 FYEDP: Focus: exports. Japan’s example of export-

oriented industrialization (EOI) was adopted because it 

needed foreign capital for development. Korea focused on 

light manufacturing due to its rather short history of 

industrialization, as well as lack of capital, technology, and 

natural resources, combined with only a relatively well-

educated labor force 

 

Light manufacturing: 

textiles, clothing, 

footwear, plywood, 

wigs, stuffed toys. 
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1972-1976 

1977-1981 

3
rd

 & 4
th

 FYEDP: HCI and rural development were the two 

primary goals. HCI was selected as a strategy that would help 

solve many challenges: (1) secure domestic political support 

by nurturing large private businesses; (2) develop the defense 

industry; and (3) overcome national security challenges 

(related to potential threats of a North Korea invasion). To 

grow in HCI, a large capital base and access to technology 

was needed. 

Thus, the 1970s marked the transformation of large private 

businesses into major conglomerates. Target industries were 

chosen due to potential for 

backward and forward linkages, multiplier effect for the 

national economy, and earnings through exports. Emphasis 

on technology imports. 

Six target industries 

(and firms) selected for 

heavy and chemical 

industries: (1) iron & 

steel; (2) non-ferrous 

metal; (3) machinery; 

(4) shipbuilding; (5) 

electrical appliances & 

electronics (E&E); & (6) 

petrochemicals. 

 

1982-

1986 

5
th

 FYEDP: social and welfare services took a greater 

emphasis and 1980s: Stabilization, liberalization. 

Development of the electronic sector. From creative 

imitation phase to innovation 

 

Electronics 

 

 

1987-

1991 

6
th

 FYEDP: Government became less involved and the 

private sector took on more power: (1) industrial targeting 

changed from picking private businesses/target sectors for 

heavy subsidies to supporting sunset industries with a finite 

time limit (three years) with reduced support; (2) 

developmental and industrial policies took back stage to 

regulatory 

policies; and (3) incentives including state-owned banks, 

policy loans, and industrial licensing (for private businesses) 

were mostly eliminated. 

 

Industrial and corporate 

restructuring and 

competition and 

regulatory policy 

 

Time Primary Policies Focus/Impact 

1992-1993 7
th

 FYEDP: Replaced by the FYP for New Economy in 1993. 

End of official five-year plans. 

 

1998 “Big Deals” –chaebols reduced diversification across 

industries to concentrate on two (or three for the largest 

chaebols) core industries. This 

led to significant restructuring among firms and divisions. 

Redefine and 

streamline focus areas 

of chaebols 

 

 

1999 

National Science and Technology Council created to define 

strategies and programs and to allocate resources (shares 

hierarchy with National Assembly & Ministry of Planning 

diluting power). It is composed of representatives of several 

ministries plus nine representatives from the scientific 

community and is chaired by the president. Prior to 2006: 

there 

is also a focus on 193 products with established high potential. 

 

 

Science & Technology 
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2001 

2001: Knowledge-based economic development. Move from 

a capital- driven industrial strategy to one driven by 

innovation, emphasizing technology and efficiency. 

Internationalization of small and medium firms. 

R&D; SMEs, clusters, 

training industrial 

manpower; regional 

development 

2004 National Science and Technology Council is elevated in 

status. Minister of S&T given Deputy Prime Minister status. 

 

 

 

 

2009-2013 

Government intervention in industrial and corporate 

restructuring after the global financial crisis is carried out by 

government financial institutions led by financial authorities. 

Under a policy environment familiar with favorable and 

selective financial support for industrial and corporate 

support, government financial institutions are both a 

mechanism for realizing industrial policy objectives and a 

barrier to impede smooth 

restructuring by the market. 

 

Green growth and 

convergence 

between industries 

2013-2016 Centers for Creative Economy and 

Innovation (CCEIs) “Three-year Plan for 

Economic Innovation” in 2014 

Creative economy; 

Co-growth of large 

firms and SMEs 

2016 Government R&D Innovation Plan (released 2016); 

Future Growth Engine Comprehensive Action Plan (19 areas, 

2016) 

 

Sources: (Green Growth Committee, 2009, p70). 

Recent industrial policy in South Korea has increasingly focused on the transition toward a knowledge-based economy 

and the promotion of innovation-intensive sectors. In 2016, the Ministry of Science, ICT and Future Planning (MSIP) 

and the Ministry of Trade, Industry and Energy (MOTIE) jointly introduced the Comprehensive Action Plan for Future 

New Growth and Industrial Engines. 

The initiative resulted from the consolidation of two previously separate policy frameworks: MSIP’s 15 Rolling Plan 

under the Action Plan for Future Growth Engines, which was developed with the participation of approximately 200 

experts, and MOTIE’s Development for Industrial Engines Project. Their integration created a unified policy framework 

aimed at supporting emerging industries and aligning them with Korea’s broader vision of a creative and innovation-

driven economy. 

This policy framework also constituted an important component of the government’s wider Three-Year Plan for 

Economic Innovation. Its purpose was not only to identify future industrial opportunities but also to strengthen the 

institutional coordination required to translate technological potential into commercially viable industries. 

To improve policy implementation, MSIP and MOTIE introduced joint programs and reinforced coordination between 

ministries. The strategy was further supported by detailed technological and business roadmaps for each priority field, 

thereby providing clearer implementation objectives and development pathways for targeted industries (MSIP & 

MOTIE, 2016, p. 850). 

The initiative consolidated 13 future growth engines and 13 industrial engines into a unified portfolio of 19 strategic 

growth engines. Each field was supported by specific implementation strategies, financial allocations, and policy 

instruments designed to promote technological upgrading and industrial expansion. 

A major feature of the plan was its emphasis on international joint research, technological infrastructure, innovation 

capacity, and closer cooperation between industry, universities, and research institutions. Through this approach, 

policymakers sought to establish an integrated industrial ecosystem capable of transforming research outcomes into 

commercially competitive products and industries. 

To support the implementation of this strategy, the Korean government committed approximately US$4.7 billion (KRW 

5.6 trillion) through 2020. The policy also set an ambitious objective of generating approximately US$100 billion in 

exports from the targeted emerging industries by 2024 (KMTI, 2014–2015). 
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Table 3. Future Growth Engine Comprehensive Action Plan Fields, 2015-2020 

Industry Field Goal 

Aerospace High-performance Unmanned 

Aerial Vehicle (UAV) 

World’s No.3 UAV leader 

Automotive Smart cars  

 

Biotechnology 

 

Smart bio production system 

Up to 10 biotech production systems by 2020 

(30% 

improvement in bio-production system 

technology level, securing 2% global market 

share) 

 

Clean Energy 

New & Renewable Energy 

Hybrid System 

Supercritical CO2 Generation 

System 

 

 

 

 

Electronics 

5G mobile 

communication 

Intelligent 

Semiconductors 

Intelligent Robots 

Wearable Smart 

Devices Smart 

Internet of Things 

Big Data 

Provide world’s first 5G commercial service 

by 2020. Achieve 2
nd

 largest market share 

(10%) by 2020. 

KRW 6 trillion in domestic robot 

production by 2020. Preempt the global 

creative and wearable smart device market 

by 2020 

IoT domestic market size of 30 trillion 

won by 2020 Big data leap to the top 3 by 

2020. 

Electrical Multi-terminal high-voltage DC 

transmission/distribution system 

 

Healthcare Personalized Wellness Care Reaching the world top 5 in the global wellness 

market based on personal health and lifestyle 

care by 2020 

 

 

IT/programming 

 

Realistic Content
5

 

Virtual (cyber) training system 

Develop 10 enterprises by 2020 and 5% of 

global market share. 

$10 billion in 20 star enterprises and sales by 

2021. 

Nurturing global "small giants" and generating 

new markets in the area of virtual training 

system. 

 

Materials 

 

Composite (convergence) 

materials 

World’s 4th strongest materials country 

through development of creative materials and 

industrial core materials by 2024. 

Shipbuilding Deep Sea/Extreme 

Environment Marine Plant 

(Offshore Plant) 

50% localization rate and 30% market share by 

2020. 

Production 

Equipment 

Advanced (High-Tech) Material 

Processing Systems 

Realization of 4 major powers in high-tech 

materials processing industry in 2020. 
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Public Services Disaster Safety Management 

Smart System 

 

Source: MSIP and MOTIE (2016); Industry focus areas by authors. 

Table 3 illustrates the strategic orientation of South Korea’s industrial policy toward knowledge-intensive and technology-

driven sectors during the 2015–2020 period. The selected fields reveal a clear shift from traditional manufacturing toward 

advanced industries characterized by high technological content, innovation, and strong potential for future growth. 

The plan covers a broad range of sectors, including aerospace, smart vehicles, biotechnology, clean energy, electronics, 

healthcare, information technology, advanced materials, shipbuilding, production equipment, and smart public services. 

This diversification indicates that Korea’s industrial strategy was not limited to a single technological field but instead 

aimed to build an integrated innovation ecosystem across several interconnected industries. 

A particularly strong emphasis was placed on electronics and digital technologies, including 5G communications, 

intelligent semiconductors, robotics, wearable devices, the Internet of Things, and big data. The ambitious targets 

assigned to these fields demonstrate the government’s intention to strengthen Korea’s position in global technology 

markets and to secure competitive advantages in emerging industries. 

 The table also shows that industrial policy was closely linked to measurable performance objectives. These included 

global market-share targets, commercialization goals, production targets, localization rates, and the development of 

internationally competitive firms. Such quantitative objectives reflect a policy approach based on clearly defined outcomes 

rather than general industrial support. 

Another important feature is the emphasis on technological self-reliance and domestic capacity-building. This is 

particularly evident in shipbuilding, advanced materials, biotechnology, and electrical systems, where the policy sought 

to increase localization, improve technological capabilities, and reduce dependence on foreign technologies. 

Overall, the table confirms that South Korea’s industrial policy during this period was increasingly centered on 

innovation, technological upgrading, and the development of future-oriented industries. It also demonstrates the 

continuity of the country’s developmental approach, whereby government institutions continued to identify strategic 

sectors and support them through coordinated policies, investment, and long-term performance targets. 

5. Conclusion : 

South Korea’s development experience demonstrates that successful industrialization is the outcome of a long-term, 

cumulative, and carefully coordinated process rather than a spontaneous result of market forces. The Korean case shows 

that structural transformation requires a clear national vision, coherent industrial policies, sustained institutional support, 

and the capacity to adapt development strategies to changing domestic and international conditions. 

The country’s industrial trajectory evolved gradually through successive stages. South Korea initially relied on light and 

labor-intensive manufacturing, particularly export-oriented industries, before moving toward heavy and chemical 

industries during the 1970s. In subsequent decades, the economy progressively shifted toward electronics, advanced 

manufacturing, innovation, research and development, and knowledge-intensive industries. This transition was 

continuously monitored and adjusted through successive development plans and industrial policy reforms. 

One of the most important characteristics of the Korean model was the strategic role of the state. During the early stages 

of industrialization, the government actively directed financial resources, selected priority sectors, supported 

infrastructure development, facilitated access to technology, and provided incentives to firms that contributed to national 

industrial and export objectives. Over time, however, the nature of state intervention changed. Rather than completely 

withdrawing from economic activity, the government gradually shifted from direct control toward regulation, innovation 

support, technological upgrading, and coordination between public institutions and private enterprises. 

The experience also highlights the central role played by human capital development. Continuous investment in 

education, vocational training, technical skills, scientific research, and technological capabilities enabled South Korea to 

move from labor-intensive production toward increasingly sophisticated industrial activities. The development of a highly 

skilled workforce provided domestic firms with the capacity to absorb imported technologies, improve production 

processes, and subsequently develop their own innovative capabilities. 

Another distinctive feature of the Korean model was the close relationship between the government and large private 

conglomerates, particularly the chaebols. These business groups benefited from access to credit, protection, incentives, 

and institutional support during the early stages of industrialization. In return, they were expected to expand production, 
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develop export capacity, introduce new technologies, and contribute to national industrial objectives. This relationship 

was an important factor behind Korea’s rapid industrial expansion and international competitiveness. 

Nevertheless, the Korean model was not without limitations. The concentration of economic power within a relatively 

small number of chaebols created structural imbalances within the economy and weakened the competitive position of 

many small and medium-sized enterprises. Policy inconsistency, regulatory inefficiencies, excessive corporate 

concentration, and the need to continuously adapt to global technological competition also emerged as significant 

challenges. Consequently, later policy reforms increasingly emphasized innovation, SME development, corporate 

restructuring, and the diversification of productive capacities. 

The Korean experience therefore suggests that industrial development requires more than the expansion of 

manufacturing output. Sustainable industrial transformation depends on the interaction between industrial policy, 

education, technological development, institutional effectiveness, export competitiveness, and continuous economic 

restructuring. The ability to move progressively toward activities with higher technological and value-added content 

appears to be one of the most important characteristics of Korea’s long-term development success. 

For developing economies, particularly those seeking to diversify their productive structures, the Korean experience 

provides useful lessons rather than a model that can simply be reproduced without adaptation. Each country must design 

its industrial strategy according to its own economic structure, institutional capabilities, available resources, labor 

characteristics, and position within the international economy. 

In the case of Algeria, the Korean experience may provide valuable insights into the importance of establishing a coherent 

long-term industrial vision, strengthening institutional coordination, developing domestic productive capacities, and 

increasing investment in human capital and technological innovation. Industrial development should therefore be linked 

to national priorities, local comparative advantages, and the objective of creating greater domestic value added. 

Main Findings 

The analysis conducted in this study leads to several major findings. 

First, South Korea’s industrial transformation was fundamentally based on a long-term and sequential development 

strategy. The transition from agriculture and light manufacturing toward heavy industry and subsequently toward high-

technology sectors occurred through clearly differentiated stages rather than through an abrupt transformation. 

Second, the study confirms that state intervention played a decisive role during the early stages of industrialization. 

Government institutions did not merely provide general economic support; they actively coordinated investment, credit 

allocation, industrial targeting, technology acquisition, infrastructure development, and export promotion. 

Third, export-oriented industrialization represented one of the principal engines of Korea’s economic transformation. 

Export performance encouraged domestic firms to improve productivity, expand production capacities, acquire new 

technologies, and compete in international markets. 

Fourth, the relationship between the public and private sectors was central to industrial development. The Korean 

government relied substantially on private conglomerates to implement national industrial objectives, while providing 

them with financial, technological, and institutional support. 

Fifth, chaebols played a dual role in Korea’s economic development. On the one hand, they accelerated industrialization, 

technological acquisition, export expansion, and international integration. On the other hand, their growing dominance 

contributed to economic concentration and created competitive disadvantages for SMEs. 

Sixth, investment in human capital represented a fundamental pillar of industrial upgrading. Improvements in education, 

workforce skills, technical training, and research capabilities supported Korea’s transition toward increasingly 

sophisticated industrial activities. 

Seventh, the analysis indicates that  technological learning and innovation became increasingly important as the economy 

matured. Korea progressively moved from the importation and imitation of foreign technologies toward domestic 

research, technological development, and innovation-driven growth. 

Eighth, Korea’s industrial policy proved capable of  adapting to changing economic circumstances. Policy priorities 

shifted from basic industrialization toward stabilization, liberalization, restructuring, innovation, green growth, digital 

industries, and future growth engines. 
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Ninth, the Future Growth Engine policies demonstrate that Korea’s contemporary industrial strategy increasingly 

emphasizes knowledge-intensive and innovation-driven activities, including biotechnology, smart vehicles, 

semiconductors, robotics, 5G technologies, big data, advanced materials, and clean energy. 

Finally, the Korean experience confirms that industrial competitiveness is the result of an integrated development system 

that combines strategic planning, effective institutions, human capital, technological upgrading, private-sector 

participation, export orientation, and continuous policy adaptation. 

Recommendations 

Based on the findings of this study, several recommendations can be formulated for developing countries seeking to 

strengthen their industrial development, particularly Algeria. 

- Develop a clear and long-term national industrial strategy based on measurable objectives and stable policy priorities. 

- Strengthen coordination among government institutions responsible for industry, trade, finance, education, and 

scientific research. 

- Prioritize strategic sectors with strong potential for value creation, employment, export growth, and technological 

development. 

- Increase investment in human capital by aligning education and vocational training with the needs of modern industry. 

- Promote research, innovation, and technology transfer through stronger cooperation between universities, research 

centers, and industrial firms. 

- Support SMEs and improve their integration into domestic and international value chains. 

- Encourage export-oriented production and the development of higher value-added industrial products. 

- Improve the regulatory and business environment to stimulate productive private investment and industrial 

entrepreneurship. 

- Promote industrial diversification and greater local value creation, particularly in resource-based economies such as 

Algeria. 

- Establish regular mechanisms for evaluating industrial policies and adapting them to economic and technological 

changes. 

- Integrate environmental sustainability, energy efficiency, and renewable energy into future industrial strategies. 

- Draw lessons from the South Korean experience while adapting policies to national economic, institutional, and social 

conditions. 
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