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CHAPTER 1

Paths of Industrialization: An Overview

Gary Gereffi

INDUSTRIALIZATION has been the hallmark of national development in the
twentieth century. Development studies in a variety of disciplines have
focused on the determinants and consequences of the domestic changes
that take place as agricultural and natural-resource-based societies have
moved into the industrial world. The process of industrialization, al-
though rooted in national societies, is also a global phenomenon, and it
is shaped by the dynamics of the world-system.

The United States rose to a position of unparalleled economic and po-
litical dominance in the two decades after World War II. The postwar
economic expansion of the United States was fueled by a decade of recon-
struction in Europe and Asia. The revitalization of direct foreign invest-
ment (DF1) and international trade that followed reconstruction laid the
groundwork for a new international division of labor, based on increas-
ingly complex networks of industrial production and sourcing and new
forms of geographical specialization (Frébel et al., 1981; Gereffi, 1989a).
A number of newly industrializing countries (N1Cs), which have been es-
pecially prominent in Latin America and East Asia, succeeded in signifi-
cantly expanding their world share in the production and export of man-
ufactured goods, which allowed them to penetrate key markets in the
advanced industrial countries and rival the global dominance of manu-
facturing firms from these core nations (see OECD, 1979).

Industrial development in the Latin American and East Asian NicCs is
the central focus of this book. The timing, strategies, and consequences
of industrial growth in the N1cs have been uneven, however. The phrase
“newly industrializing countries™ actually is a misnomer when applied to
Argentina, Brazil, and Mexico since they established their first major
wave of import-substituting industries in the 1930s and 1940s in re-
sponse to the international economic dislocations caused by the Great
Depression and World War I (see Hirschman, 1968; Thorp, 1984).
These Latin America NiCs sought to deepen their industrialization in the
mid-1950s by opening their doors to new waves of DFI from the United
States, Western Europe, and eventually Japan. Whereas foreign investors
in Latin America traditionally had concentrated on natural resource ex-
ports in the mining, oil, and agricultural sectors, postwar DF1 emphasized
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import-substituting investments in advanced manufacturing industries—
such as automobiles, chemicals, machinery, and pharmaceuticals—whose
output was destined primarily for the relatively large domestic markets in
Latin America. '

The East Asian Nics (Hong Kong, Taiwan, South Korea, and Singa-
pore) followed a contrasting sequence. Taiwan and South Korea did not
begin their rapid economic growth until the mid-1960s, after an extended
period of colonization by Japan prior to 1945 and with a heavy infusion
of American aid during the next two decades. All four of the East Asian
NICs pursued policies of outward-oriented industrialization in the 1960s
in order to generate foreign exchange via manufactured exports, During
this initial phase of export expansion, the rapid growth of these East
Asian nations was founded on light, labor-intensive industries like tex-
tiles, garments, and consumer electronics. In subsequent phases, however,
South Korea, Taiwan, and Singapore achieved success in much heavier
industries like steel, petrochemicals, shipbuilding, vehicle manufacture,
and computers that were further removed from their original factor en-
dowments (i.e., limited raw materials, unskilled labor, and small mar-
kets).

The Latin American and East Asian NICs are now among the most in-
dustrialized nations in the developing world, but they have followed dif-
ferent paths of industrialization. In addition, their industrial growth has
had disparate economic and social consequences. During the 1980s, Latin
American nations found it difficult to maintain their previous levels of
economic expansion as they confronted staggering external debts, high
rates of inflation, shortages of investment capital, and the growing social
and economic marginalization of large segments of their population. In
the social realm as well, the East Asian nations have performed signifi-
cantly better than their Latin American counterparts in terms of standard
indicators of development such as GNP per capita, income distribution,
literacy, health, and education (see World Bank, 1989a, tables 1, 28—30).

Their current differences notwithstanding, the Nics in both Latin
America and East Asia have been motivated by the principle of turning
their diverse initial comparative advantages into dynamic sources of com-
petitive advantage. This book will explore how this has been accom-
plished, with an eye toward identifying the obstacles that have been over-
come in these two regions and toward the challenges that lie ahead.

UNITING REGIONS AND DISCIPLINES

The cross-regional comparison of Latin America and East Asia raises a
number of critical issues about contemporary development. How did the
NICs in the two regions become so industrialized? In what ways are their
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development trajectories similar and in what ways different? What role
did government policies, domestic institutions, social actors, and cultural
factors play in the development process? Is the current development crisis
in Latin America a short-lived phenomenon, or is it symptomatic of pro-
found structural problems that will require a major reorientation of these
economies? Is the superior economic and social performance of the East
Asian NICs in the 1980s a result of their outward-oriented development
strategies or of unique historical and national conditions? Are the East
Asian NICs models to be emulated by the rest of the developing world, or
do they represent just one of a variety of viable paths of industrialization?

The essays in this volume seek to provide answers to these and other
questions. The task is a daunting one, and it has led us to adopt an ana-
Iytical approach with several distinctive characteristics. Our perspective
is simultaneously cross-regional, multidisciplinary, and historical, since
the global parameters within which national development is taking place
are constantly shifting.

Cross-regional research is especially difficult. Although all national
comparisons entail a variety of well-known problems, studies within a
specific geographical region tend to be more tractable because the re-
searcher is likely to encounter similar cultural backgrounds, related lan-
guages, and shared historical experiences. Cross-regional studies, on the
other hand, demand the inclusion of a broader range of outcomes and
possible explanatory variables, and the coverage of widely varying re-
search literatures. In spite of these difficulties, we believe that a cross-
regional perspective is invaluable because it affords greater theoretical
payoff in trying to understand the diversity of development experiences
in the world today.

The majority of the chapters in this volume are cross-regional studies
of several countries in Latin America and East Asia. The essays that are
not explicitly cross-regional compare nations within a single region.
These regional chapters usually have been paired, however, so that the
same topic is covered by different authors for both Latin America and
East Asia. While the contributors to this volume certainly do not claim a
mastery that would be required to do exhaustive cross-regional work, we
believe that the effort to extend our analysis to include both the Latin
American and the East Asian cases can help avoid the parochialism that
often plagues the generalizations based on development research in just
one country or a single region.

The essays in this volume are not only cross-regional, they also are in-
terdisciplinary. This is because our examination of the determinants and
consequences of the development paths followed by the Latin American
and East Asian NICs covers a wide range of alternative explanations. The
factors that will be analyzed include the comparative advantages of the
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NICs in the two regions; the impact on regional and national development
of major historical events, such as the Great Depression of the 1930s,
World War II, the Chinese Revolution of 1949, the Korean War, land
reform, the oPEC oil cartel, and the economic recession of the 1970s; the
role played by geopolitical factors, including the hegemonic influence of
the United States in the early postwar period and Japan’s subsequent
emergence as a premier world economic power; the legacy of distinct cul-
tural heritages; the effect of domestic institutions and local class struc-
tures on the mobilization of protest and repression; the influence of gov-
ernment policies on economic outcomes; and the character of national
political regimes.

The authors are trained as economists, sociologists, and political sci-
entists, yet it would be difficult to identify any of their chapters with a
narrow disciplinary perspective. All of the authors have felt compelled to
be interdisciplinary in their treatment of development issues. It is pre-
cisely the connections between economic, social, and political factors that
need to be understood in order to come up with a realistic appraisal of
the accomplishments as well as the challenges facing the NICs.

The broad historical perspective of this volume, which is its third dis-
tinguishing feature, allows us to focus on three categories of comparative
outcomes in the Latin American and East Asian Nics: (1) the similarities
that characterize all of the NiCs; (2) the cross-regional differences between
the N1cs in Latin America and East Asia; and (3) the sources of intrare-
gional or national variation among the NICs.

The most striking commonalities among the NiCs in the two regions
have to do with their relatively high levels of economic growth, their in-
dustrial diversification, and their prominence as exporters, especially of
manufactured goods. On the other hand, the Latin American and East
Asian Nics frequently have been taken to represent two contrasting paths
to industrialization: Argentina, Brazil, and Mexico are seen as having
given primacy to an inward-oriented (import-substituting) mode of de-
velopment, while the East Asian “Four Tigers” are associated with an
outward-oriented (export-promoting) model. These countries vary not
only in the timing and trajectories of their industrialization efforts but
also in the ways they are linked to the world-system. Geopolitical alli-
ances, foreign aid, DFI, international debt, and foreign trade have played
very different roles in each region’s development experience. Each of
these factors will be analyzed in the chapters that follow.

While these regional patterns are of considerable importance in helping
us understand Latin American and East Asian development, national di-
versity among the NIcs often overshadows regional similarities. For ex-
ample, Brazil, Mexico, and South Korea all have contracted substantial
amounts of foreign debt, but Taiwan has not. Brazil, South Korea, and
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Taiwan are major importers of oil, while Mexico is a major oil exporter.
Mexico and Taiwan are similar to the extent that a single political party
(the PRI and the KMT, respectively) has been dominant in each for the past
four decades, while Brazil and South Korea share a common experience
with more overt forms of military authoritarianism. Finally, there is sub-
stantial national variation in the industrial structure of the N1cs in terms
of the role played by foreign-owned firms, state enterprises, and different
types of local private capital.

This introductory chapter will attempt to set the stage for the remain-
der of the volume. First, I will summarize the main economic achieve-
ments of the Latin American and East Asian Nics. This is the point of
departure for all the essays, since the similar level of industrial develop-
ment attained by the NICs in both regions serves as a baseline for their
comparison. The main focus of the volume is on four countries: Mexico
Brazil, South Korea, and Taiwan. However, other nations are frequentl;
dealt with in individual chapters in order to elaborate these comparisons.

Secondly, this chapter will identify the broad development patterns and
strategies embodied in the historical trajectories of the Latin American
and East Asian N1Cs. In contrast to the preceding emphasis on what the
NICs have attained, the discussion in this section will indicate bow their
industrialization has taken place. Of concern here will be the timing and
sequencing of distinct phases of inward- and outward-oriented develop-
ment, the leading industries in each phase, and the changing constella-
tions of domestic actors that assume primary responsibility for local in-
dustrialization.

Th%rdly, I will outline the organization of the volume in terms of central
questions, the comparative scope of each author, and the relationships
between their chapters.

The Latin American and East Asian N1Cs that are the focus of this book
frequently have been described as economic miracles. This metaphor, like
all others, has the potential to mislead as well as enlighten. It is true that
few observers looking at Mexico and Brazil in the 1930s, or South Korea
anq Taiwan in the mid-1950s, would have dared to predict that these
nations were destined to become industrial powers several decades later.
Nonetheless, these are not unadulterated success stories, nor should we
accept the facile connotations of the term miracle.

The “manufacturing miracles” in the Latin American and East Asian
NICs are no windfall achievements. They involved state planning, numer-
ous entrepreneurial initiatives, and the sacrifices of millions of workers.
Furt:he{more, economic growth in the Nics has gone hand in hand with
authoritarian political regimes that often rose to power through military
coups _and the violent repression of dissident groups. Industrial progress
in Latin America and East Asia, past and present, is not the result of
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divine grace, nor is its continuation inevitable. Rather, it is the product
of the sweat, tears, and blood of the people who live in these nations.

Only they can say whether they have been beneficiaries or victims of the
miracle.

THE SETTING: THE SCOPE AND PACE OF INDUSTRIALIZATION IN THE
NICs

The East Asian and Latin American N1Cs are a very heterogeneous group,
with major differences in population, land area, resource endowments,
cultural legacies, political regimes, social structures, per capita income,
and economic policies. Nonetheless, these nations tend to have several
dynamic features in common that lead them to be widely perceived as
industrial success stories: rapid and relatively sustained economic growth
based on a sharp increase in the manufacturing sector’s share of total
output and employment, a growing diversification of industrial produc-
tion that permits each nation to make ever broader ranges of manufac-
tured goods, and a fast expansion of exports with an emphasis on man-
ufactures.

The Latin American and East Asian Nics are at similar levels of in-
dustrial development. They are all upper-middle-income countries by
World Bank standards, although the average gross national product
(GNP) per capita in 1987 was considerably higher in the East Asian
nations: Hong Kong, $8,070; Singapore, $7,940; Taiwan, $5,550; South
Korea, $2,690; Argentina, $2,390; Brazil, $2,020; and Mexico, $1,830.
However, while the East Asian Nics grew rapidly during the 1980s, the
Latin American N1Cs suffered an absolute as well as a relative decline. The
1981 GNP per capita figures highlight both trends (see table 1.1). The
Latin American NICs had substantially lower per capita incomes in 1987
than six years earlier. The East Asian NICs, on the other hand, sharply
raised their average incomes in the 1980s.

Manufacturing has been the cornerstone of development for the Latin
American and East Asian Nics. The manufacturing sector’s share of gross
domestic product (GDP) in 1987 was 22 percent in Hong Kong; it ranged
between 25 percent and 31 percent in Mexico, Brazil, Argentina, Singa-
pore, and South Korea; and it reached a peak of 39 percent in Taiwan.
The prominence of manufacturing activities in the N1Cs tends to be much
higher than in the United States (20 percent) and many of the other ad-
vanced industrial economies, including Japan (29 percent). In all of the
core nations, the service sector rather than manufacturing now accounts
for the largest share of the economy.

The East Asian and Latin American NICs: Basic Indicators

TasLe 1.1

Distribution of Gross Domestic Product (percent)

NP

G
per capita

GDP

(US$ millions)

Area

Population  (thousands

Industry  Manufacturing® Services, etc.

Agriculture

of square

mid-1987) kilometers)

(millions,

(1987 1965 1987 1965 1987 1965 1987 1965 1987

1981
2,800 105,750 2,560 5,550 27

1987

1965

Country

46
70
46
62
51

29 48 20 39
24

3

19.7 36

Taiwan

58
37

22
30
29

29

40
25

2
38

1 2,150 36,530 5,100 8,070
3,000 121,310 1,700 2,690

98

5.6
42.1

Hong Kong®
South Korea

18
15
26
20
33

43

11

74

1 24 38
11

3
19
14
17

19,900 5,240 7,940

19,450 299,230 2,220 2,020

970

2.6
141.4

Singapore

48

28

38

33

8,512

Brazilc

57

59
42

34
43

27
42

20,160 141,940 2,250 1,830

16,500
pp. 165, 167, and 169); World Bank (1983, p. 149) for 1981 GNP per capita; and CEPD (1988, pp. 34, 23, 29, 41, and 199)

1,973
2,767

81.9

Mexico®

31

13

71,530 2,560 2,390

311
Sources: World Bank (1989a,
for the data on Taiwan.

Argentina

1, its share of GDP is shown separately.
GNP per capita refers to GDP per capita.

® The most recent data for GDP and the sectoral distribution of GpP are for 1986.

* Because manufacturing is generally the most dynamic part of the industnial secto:
< The sectoral distribution of GDp data are for 1986.
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The Timing of Economic Growth

There is a stairstep pattern of economic growth in the Latin American
and East Asian Nics. Mexico has the longest record of sustained economic
progress. From the mid-1930s until the late 1970s, while experiencing
uninterrupted political stability under its dominant party, the Partido Re-
volucionario Institucional (PRI), the Mexican economy grew at an aver-
age annual rate in excess of 6 percent, and manufacturing output rose
approximately 8 percent a year. Mexico’s real GDP increased most rapidly
(about 9 percent per annum) from the mid-1950s until 1970, a period of
considerable prosperity and price stability known as “stabilizing devel-
opment” (Reynolds, 1970; Hansen, 1971).

The Brazilian economic “miracle” was just as impressive as Mexico’s,
although it peaked somewhat later. In the first three postwar decades
(1945-1975), industrial growth averaged 8.8 percent a year; per capita
income increased by 4 percent annually; and agricultural output showed
a yearly increase of 5.6 percent—all in real terms. The decade following
the military coup in April 1964 corresponds to the high point of the Bra-
zilian economic cycle: real GDP grew at an average annual rate of 10.2
percent; there was a surplus in the balance of payments in every year from
1968 to 1973, thus providing ample resources to finance Brazil’s chronic
current account deficit; and the rate of inflation, although still high, had
declined to around 15 percent (Malan and Bonelli, 1977; Fishlow, 1973).

South Korea, like Brazil, launched a major economic growth spurt
on the heels of a military takeover. The 1950s in Korea were marked by
a devastating war, extensive political corruption, and slow economic
growth (about 4 percent annually in real terms). After General Park
Chung Hee came to power in a coup in 1961, the economy became a
central part of the regime’s planning focus and of its legitimacy. During
the 1960s and 1970s, GNP grew at an average rate of more than 10 per-
cent a year, and per capita income tripled in real terms. The manufactur-
ing sector was the star performer, growing at 18 percent annually in con-
stant prices and increasing its share in the GNP from 14 percent to 30
percent, while at the same time, agriculture’s share of the GNP fell from
40 percent to less than 25 percent. Exports skyrocketed, particularly of
manufactured goods, with an average real rate of increase of 33 percent
a year between 1961 and 1976 (Hasan and Rao, 1979; Mason et al.,
1980).

Taiwan is, in many ways, the most successful of the NICs in terms of its
economic performance. Gross national product grew at an average an-
nual rate of 8.7 percent from 1953 to 1982, with a peak of 10.8 percent
for the years 1963 to 1972, while industry’s rate of expansion in the for-
mer period was even more spectacular, averaging 13.3 percent in real
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terms. Trade surpluses have been registered nearly every year since 1970,
and the gross domestic savings rate has been above 20 percent of GNp
ever since 1966 (Gold, 1986, pp. 4-5). All of this has been accomplished
with negligible unemployment, nearly universal literacy, and an equitable
income distribution record. Like Mexico, Taiwan has experienced a
lengthy period of domestic political stability under the authoritarian one-
party rule of the Kuomintang (kmT) from 1947 until the outbreak of
popular antigovernment violence in the town of Chung-li in 1977, includ-
ing a relatively smooth leadership transition after the death of longtime
patriarch Chiang Kai-shek in 1975.

In summary, South Korea and Taiwan did not experience accelerated
rates of economic growth until the mid-1960s, while Mexico and Brazil
were already entering a second dynamic phase of import substitution by
1955. The East Asian Nics have been able to sustain their rthythm of eco-
nomic growth into the 1980s, however, a far better performance than
that of the Latin American Nics. While real Gpp in the two East Asian
NICs has grown at an average rate of about 9 percent between 1965 and
1987, Brazil’s growth rate for this same period was 7.2 percent and Mex-
ico’s was 4.6 percent. The contrast is sharpest in the period from 1980 to
1987, when South Korea and Taiwan managed to grow at 8.6 percent
and 7.5 percent, respectively, while Brazil’s average real GDP increase was
only 3.3 percent and Mexico struggled at 0.5 percent (see table 1.2).

These disparities in the timing of economic growth indicate that it
would be extremely shortsighted to overemphasize the recent achieve-
ments of the East Asian NIcs, as impressive as they might be, without
considering them in their global context. Two features' of this economic
growth, however, make it especially noteworthy: the ability of the East

TaBLE 1.2

Average Annual Growth Rates of Real Gross Domestic Product, 1955-1987
South

Years Mexico Brazil Korea Taiwan

1955-1965 9.7 NA 5.1 8.1

1965-1980 6.5 9.0 9.5 9.8

1980-1987 0.5 33 8.6 7.5

1965-1987 4.6 7.2 9.2 2.0

Sources: IMF (1979, 1988) and World Bank (1989a, p. 167) for all countries except Tai-
wan. Figures for Taiwan are from CepD (1988, p. 23).
NA = Not available.
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Asian NICs to sustain it, even in the face of adverse circumstances, and its
export-led nature.

The Export Drives of the NICs

The East Asian and Latin American Nics all have launched major export
drives since 1965, when the overseas sales of the majority of these nations
totaled between $1 billion and $1.6 billion, with Taiwan ($0.5 billion)
and South Korea ($0.2 billion) lagging behind the others. Two decades
later, the East Asian N1Cs had clearly established themselves as the Third
World’s premier exporters. Taiwan topped the list in 1987 with over
$50 billion in exports, followed by Hong Kong and South Korea with
export totals of approximately $48 billion each. Singapore and Brazil oc-
cupied a second tier with $28.6 and $26.2 billion of exports respectively,
followed by Mexico ($20.9 billion) and then at a considerable distance
Argentina ($6.4 billion) (see table 1.3). The three East Asian “superex-
porters” thus surged well ahead of the other Nics in export volume.

The Nics also vary considerably in the priority given to external trade.
The East Asian nations are export-led economies in which exports in
1987 accounted for 48 percent and 39 percent of GDP in Taiwan and
South Korea, respectively, and for 97 percent and 144 percent of Gpp in
the entrepot city-states of Hong Kong and Singapore, respectively. This
compares with export/GDP ratios of only 9 to 15 percent in the much
larger Latin American Nics. To put these figures in a broader perspective,
Japan, which often is seen as a model for its East Asian neighbors, had an
export/GDP ratio of just under 13 percent in 1987, while the export ratio
for the United States was only 6 percent. The East Asian Nics, partly be-
cause of their smaller size, thus are far more dependent on external trade
than their Latin American counterparts or Japan.

The export drives of the East Asian Nics have been spearheaded by the
phenomenal growth of their manufactured exports. In 1965, Taiwan led
the Nics in both regions, with $207 million in manufactured exports, fol-
lowed by Mexico ($170 million), Brazil ($124 million), and South Korea
($104 million). Ten years later, export revenues for manufactured goods
from South Korea and Taiwan topped $4 billion for each country (a for-
tyfold increase for Korea and a more than twentyfold increase for Tai-
wan); Brazil’s manufactured exports totaled almost $2.4 billion in 1975 s
while Mexico finished a distant fourth with $930 million in sales. The
export drive of the East Asian Nics has continued to accelerate through
the 1980s, with Taiwan earning an astounding $50 billion and South Ko-
rea close to $44 billion for manufactured export items in 1987. Brazil’s
overseas sales of manufactures grew very rapidly between 1975 and
1980, and reached a total of almost $12 billion in 1987. Mexico re-

Exports by the East Asian and Latin American NICs, 1965 and 1987

TABLE 1.3

Percentage Share of Exports®

Other
Manufactures

Transport
Equipment

Machinery and
Primary Textiles
Commodities and Clothing

Exports/GDP
(percentage)

Exports
(US3$ billions)

1987
46

1987 1965
30 32

1965

1987
17
34

1987 1965

1965
58

1987

48

1965
18
51

1987

50.8

1965

Country

0.5

Taiwan

36
34

37
29

13
40
65
92
84
94

97*
39

144

48.5

1.1

Hong Kong

33

27

47.2

0.2

South Korea

43 18

11

28

28.6 103

1.0
1.6

1.1

Singapore

17
28

3b

55

26.2

Brazil

17

12

2b

53

15

20.9

Mexico

69

Sources: World Bank (19892, pp. 190-91, 194-95). The 1965 export figures for all countries exce

64
export total for 1965 1s given in cepp (1988, p. 208).

1.5

Argentina

pt Taiwan are from the IMF (1986, pp. 114—17). Taiwan’s

¢ Percentages may not add up to 100 percent due to rounding.

b 1986.
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mained in fourth place among the Latin American and East Asian NICS,
with nearly $10 billion in manufactured exports in 1987 (see table 1.4).
A major difference between the East Asian and Latin American Nics is
that exports from the former are almost exclusively manufactured goods,
while in Brazil and Mexico industrial products are still less than one-half
of all exports. The Latin American NiCs export a more diversified range
of products, reflecting their more abundant supply of natural resources.
The East Asian Nics, in response to growing protectionist pressures in
some of their major overseas markets as well as rising domestic wages,
have been shifting their manufactured exports in the direction of more
technology-intensive (rather than labor-intensive) production. Even
though the Nics in both regions have mounted successful export drives,

they must continuously adapt their strategies in the face of economic and
political trends and uncertainties.

Income Distribution

The contrast in terms of income distribution in the Latin American and
East Asian Nics could hardly be more striking: Brazil and Mexico have
among the most inequitable distributions of income in the world, while
Taiwan and South Korea exhibit relatively egalitarian patterns of income
distribution, especially by developing country standards. Data on the per-
centage distributions of household income show that the ratio between
the top quintile and the bottom quintile of households is 33 to 1 in Brazil,
20 to 1 in Mexico, 8 to 1 in South Korea, 7.5 to 1 in the United States, §
to 1 in Taiwan, and 4.3 to 1 in Japan (see table 1.5). A particularly dra-
matic example of the concentration of income in Brazil is the fact that in
1976 the top 1 percent of the population received a slightly larger slice of
national income than the entire bottom 50 percent (Hewlett, 1982, p.
321).

In the East Asian Nics as well as Japan, the relatively flat profile of
income distribution had its origins in events that can be traced back to
the 1940s and 1950s: wars and foreign occupation made large segments
of the population of these countries relatively poor, while land reform
substantially benefited the cultivators by giving them land and placing
restrictions on the size of land ownership. The resulting equalization of
incomes in Taiwan constitutes, according to one observer, “a distribution
revolution greater than any achieved under socialist or communist aus-
pices and [it] was one of the main policies that fueled high-speed growth”
(Johnson, 1981, p. 10). Brazil, on the other hand, never had a major land
reform. And although there was an extensive and well publicized redis-
tribution of land in Mexico in the late 1930s under President Lazaro Cir-
denas, these measures were not effectively enforced or continued by sub-

TaBLE 1.4

The Growth of Manufactured Exports, 1955-1987¢

Taiwan

South Korea

Brazil

Mexico

Exports

Percent

Percent Percent Percent

of Total of Total of Total . of Total
US$ Millions Exports US$ Millions Exports US$ Millions

Exports

US$ Millions

10
32

13
53
207
1,165
4,441
17,990
50,290

16
14
59

1b

11
29
124
388
2,371

12
12
15
33
31

76
92
170
392
931
2,234

1955
1960
1965
1970
1975
1980
1987

46
79

104
641
4,147
15,722
43,579

14
27

84
91

82
90
92

39

45
Sources: United Nations (1985) for all countries except Taiwan up to 1965. From 1970 to 1987, the export data are from the World Bank (1989b, pp. 159,

7,770
355, 407). The data for Taiwan come from cepD (1988), table 11-8.

11,750

15

924

47

9,774

* Manufactured exports for Mexico, Brazil and South Korea include the Standard International Trade Classtfication (SITC) sections 5, 6, 7 and 8, less chapter

68. For Taiwan, manufactured exports fall under the category of “Industrial Products” in ceep (1988).

1954,
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TabLe 1.5
Patterns of Income Distribution :
Sem—— -—\. —
Percentage Share of Housebold Income :

Percentile South United
Groups of Brazul  Mexico  Korea Taiwan*  Japan  States
Housebolds (1972)  (1977) (197 6) (1973) (1979)  (1980) :
Lowest 20 percent 2.0 2.9 5.7 7.8 8.7 53
Second quintile 5.0 7.0 11.2 13.7 13.2 119
Third quintile 9.4 12.0 154 15.4 17.5 17.9
Fourth quintile 17.0 204 224 24.4 23.1 25.0
Highest 20 percent 66.6 57.7 45.3 38.7 375 39.9
Highest 10 percent 506 406 27.5 NAb 24 233
Ratio: Highest 20 percent/
Lowest 20 percent 331 2071 8/1 N 4.31 7.5/1

Sources: World Bank ( 1989a, p. 223) for all countries
on the author’s calculations, using data in Fei et al. (197

* The five quintiles correspond to the following percentil
to their income: lowest quintile (19 percent);
19 percent); fourth quintile (the next 22 perce
® The top 5.7 percent of families in Taiwan

NA = Not available.

sequent administrations, and Mexic

marginalized economically and sociall

A recent study of South Korea in
creased noticeably there in the 1970
0.332 to 0.391 between 1970 and 19
bution gains of the first decade of exp

except Taiwan. The figures for Taiwan are basec
, p. 306).

e groups of famulies in Taiwan
second quintile (the next 21 percent);
nt); and highest quintile (the top 19
accounted for 17.2 percent of total family income.

ranked according
third quintile (the nex-

percent).

an peasants became increasingly
y.

dicates that income inequality in-
s, with the Gini index rising from
75 (Koo, 1984). The income distri-
ort orientation may have been erod-

ing, therefore, in the second decade. One possible explanation is that the

expansion of employment opportun
port-oriented jobs was close to its m
diminishing the equity-promoting
interpretation is supported by the
sector (services) labor force to gr
dustrial) labor force.

DEVELOPMENT PATTERNS AND DEVELOPMENT STRATEGIES AS

CoMPARATIVE CONCEPTS

ities created by labor-intensive, ex-
aximum level by the early 1970s, thus
effect of export manufacturing. This
trend in the early 1980s for the tertiary
ow faster than the secondary sector (in-

Our overview of the dynamic economic performance of the Latin Amer-

ican and East Asian N1cs shows why they are standouts in terms of Third
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World industrialization. In fact, their rapi:i rates of grpwth egual or ex-
ceed those attained by almost all of today’s adyanced m.dustnal. n;nons,
even in the latter’s periods of greatest economic expansion. Th!s 1scucsi;
sion does not tell us, however, how these NICs vmz.ma.ged to :;fhl:l\:e SE“,la X
impressive industrial development, nor does it indicate t;v y98 ; 5 s
Asian economies appeared to some to be better situated in the 1 80s than
their Latin American counterparts. To help answer these questxox;s, w;:
need to take a closer look at the principal phases of developmet‘mt'o 1(:ac
of the four N1Cs. We also need to explore how government policies have
shaped these economic outcomes.

Development Patterns

velopment experience of the Latin American anq East Asian NICs
’iIshceo:c:fplemz.p One wa}? to conceptualize their trajectories is in terms of de-
velopment patterns that are historically :;md structurally sltuat?d. Thcfse
development patterns have three dimensions: (1) tl}e types of. industries
that are most prominent in each phase of a country’s economic develop-
ment; (2) the degree to which these leac!mg 'mdusgnes are inwardly or
outwardly oriented (i.e., whether production is desgned for the _domestxc
market or for export); and (3) the major economic agents relied on to
i ent and sustain development. .
mg:\es?d 0:1 a broad historical siew of industrializatfion in the Latin Am?r-
ican and East Asian Nics, we can identify five main phases of 'mdustnal
development. Three of these are outward-lpokmg: a con}nl.odl.ty export
phase and primary and secondary export-orx?nted mdustr.lah?auQn (EOI?.
The other two are inward-looking: primary 1mpor't-sybst|tuung industri-
alization (1s1) and secondary 1s1. The subtypfes within the ou'twarld a:ind
inward approaches are distinguished by the kinds of prodtxcts involved.
In the commodity export phase, the output typl.cally is aneﬁned or
semiprocessed raw materials (agricultural goods, minerals, oil, etc.). Pri-
mary ISI entails the shift from imports to the local fnanufa\.cture c?f bas&c
consumer goods, and in almost all countries the key md'ustnes during this
phase are textiles, clothing, footwear, and food-proce§sxng. Secondary.ISI
involves using domestic production to substitute for imports of a variety
of capital- and technology-intensive manufactures: consumer durablles
(e.g., automobiles), intermediate goqu (e.g., petrochemicals and st;et%;
and capital goods (e.g., heavy machinery). The two phases of Eo1 bo
involve manufactured exports. In primary EOI these.tend to be labos-
intensive products, while secondary EOI includes higher value-add.ed
items that are skill-intensive and require a more fully developed local in-
frial base. .
duli::lllovsing this schema, the principal phases of influstr_xal development
in Mexico, Brazil, South Korea and Taiwan are outlined in figure 1.1 and
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Mexico ond Brozi Mexico and Brazi Mexico 1955-1970 Mexico 1970 to present
18680-1930 1930-1955 Brozd  1955-1968 Brozil 1968 1o present
Secondary
N [}
N""‘& Dwersified Export P
nd Continved Secondary 1St

Commodity a
Bxports P Primary 181

Secondaty ISl (Heavy and

Q,. Chemical Industnohzation)
J
4% Prmary ond Secondory EO1

[3e]

Taiwan 1895~1945 Torwan

1950-1959 Taiwan 1960-1972
Korea 19101945

Tawan ond South Korea
South Koreo 1953-1960  South Korea 1961-1972

1973 to present
Ficure 1.1
Paths of Industrialization in Latin America and East Asia: Commonalities, Divergence, and
Convergence,

(IS! = import-substituting industrialization; EOI = export-oriented industrialization.)

table 1.6. Each of the two regional pairs of NICs has followed a sequence
of development strategies that closely approximates the 1s1 and Eo1 ideal
types mentioned above, plus a “mixed” strategy in the most recent pe-
riod. An analysis of these sequences, as shown in figure 1.1, suggests the
following conclusions (see Gereffi and Wyman, 1989).

First, the contrast often made between the Latin American and East
Asian NiCs as representing inward- and outward-oriented development
strategies, respectively, is oversimplified. While this distinction is appro-
priate for some periods, a historical perspective shows that each of these
NICs has pursued both inward- and outward-oriented approaches.

Every nation, with the exception of Britain at the time of the Industrial
Revolution, went through an initial stage of 1s1 in which protection was
extended to incipient manufacturing industries producing for domestic
markets. Furthermore, each of the Nics subsequently has combined both
advanced 151 and different types of Eo1 in order to avoid the inherent
limitations of an exclusive reliance on domestic or external markets and
also to facilitate the industrial diversification and upgrading that are re-

quired for these nations to remain competitive in the world economy.
Rather than being mutually exclusive alternatives, the 1s1 and o1 devel-
opment paths in fact have been complementary and interactive.!

! Indeed, a previous period of import-substitution may have been a prerequisite for the

successful adoption of Eot in East Asia based on national entrepreneurs (see Haggard and
Cheng, 1987).

TABLE 1.6

Patterns of Development in Latin America and East Asia

Mexico and Brazil

Diversified Exports and

Secondary IS1

Secondary ISI

Primary IS1
Mexico: Precious metals Mexico and Brazil: Tex- Mexico and Brazil: Au-

Commodity Exports

Development Strategies

Mexico: Oil, silver, apparel,

Main Industries

transport equipment, non-
electrical machinery
: Iron ore and steel, soy-

Brazil
beans, apparel, footwear,

and nonelectrical ma-
chinery, petrochemi-
cals, pharmaceuticals

tomobiles, electrical

iron and steel, paper,
chemicals, machinery

tiles, food, cement,
(Brazil)

(copper, lead, zinc), oil

(silver, gold), minerals
Brazil: Coffee, rubber,

cocoa, cotton

transport equipment, non-

electrical machinery, petro-
chemicals, plastic materials

Mexico and Brazil: State-owned
enterprises, transnational

Mexico and Brazil:
State-owned enter-

Mexico and Brazil: Na-
tional private firms

tors
Brazil: National private

Major Economic Agents Mexico: Foreign inves-

banks, transnational corpora-
tions, and national private

firms

prises, transnational

corporations, and na-
tional private firms

firms

External and internal markets

Internal market

Internal market

Orientation of Economy External markets

(continued on page 20)
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Taiwan and South Korea

Secondary ISI and Secondary

EOI
Taiwan: Steel, petrochemicals,

Primary ISI Primary EOI
Taiwan and South Ko-

Commodity Exports

Development Strategies

prod-

Automobiles, ship-

steel and metal

textiles and apparel

orea:
ucts, petrochemicals, textiles

computers, telecommunica-

building,

tions,
South K

parel, electronics, ply-

wood, plastics
(Taiwan), wigs (South

rea: Textiles and ap-
Korea), intermediate

rea: Food, beverages,

tobacco, textiles,
cement, light manu-

clothing, footwear,
factures (wood,

Taiwan and South Ko-

Taiwan: Sugar, rice
Korea: Rice, beans

Main Industries

and apparel, electronics, video-
cassette recorders, machinery

troleum, paper, and

goods (chemicals, pe-
steel products)

leather, rubber, and
paper products)

Taiwan and South Korea:
National private firms,

rea: National private
firms, transnational

Taiwan and South Ko-
corporations, state-

rea: National private

firms

Taiwan and South Ko-

cal producers (colonial
rule by Japan)

Major Economic Agents Taiwan and Korea: Lo-

national banks (South Korea)

transnational corporations,
state-owned enterprises, trans-

owned enterprises

Internal and external markets

External markets

Internal market

Orientation of Economy External markets

import-substituting industrialization; EOI = export-oriented industrialization,

Note: IS1=
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i trialization—commodity exports and

Second, lt}-lfv:z::eyclc))}:tsnezx? ft(l)n:lllllsof the Latin American and East Asian

The subsequent divergence in the regional sequences stems fronol th;

NI:;S; in which each country responded to the btsllc prgbltl:n:is ;s;oazt;
v inuati i 1s1. These problems included ba -
with the ﬁ:ﬁ:&iﬂ:&,ﬁgm&zmg inflatiorr:, high levels of dependence
gf;l;:f:;ediate and capital goods imports, and low levels of manufac-
2
mt'lc:‘ C:Pfl::s ;!uration and timing of these development patterns vary l?y
on. l”rimary 151 began earlier, lasted longer, and was more populist in
regl.onA erica than in East Asia. Timing helps explain these sequences
- l:;xe oppommitiés and constraints that shape dev.elopment choices
becausestantly shifting. The East Asian Nics began their acct?lerated ex-
o COl’fl manufactured products during a period of extraordinary dyna-
s oin the world economy. The two decades that preceded the globa}
gcl:losr[:)mic crisis of the 1970s saw nnprecelde?tgd :t::t::l:)l ag;g:rvtgrfsg :i)e
i i uction (approximately 5.6 per

::;tinglg?;t:;lcixﬁ relativfels llaow inflation .and hig!t employment ratef
in the industrialized countries, and stable international monf;a;rg ard
ents. The expansion of world trade was fastest between an9

;;r;g;nvlvhen the average annual growth rate of exports reached almost

primary IS

P Seasting i i i began to enter a
Starting in 1973, however, the international economy beg

troublesome phase. From 1973 to the end of the deca:llc, the rt:nfl::::
growth in world trade fell to 4.5 percent as n'xanufacture. €xpo  from
the developing countries began to encounter stiffer protectxomstth mc; asures
in the industrialized markets. These new 'trends were arlrlxc?ngth e; foer
that led the East Asian NICs to modi.fy their EOI approach in the f E;st
Fourth, the development strategies of thcf Latin Amenca:;rl:;t; 3 East
Asian Nics show some signs of convergence in the 197(?s an 1280 ;ub-
support this convergence thesis, it. 1sd n;:;e:ls;:ri' ;;031;;125:: o sub.
i ¢ most recent period. ( .
g:;:;s tguer;;g;ntg both their confmodity exports (oil, soybear;ls; fmfnerai\ls,
etc.) and their manufactured exports, ;}s1 vaell as t(;:‘c::hc:l;:tfo ﬁcz: nc::;e tﬁt
ing, in order to acquire enough foreign ex hange t €
?;;frvt‘:?:i::essary for furt‘;:armg secondary ISL. Th{s dlvetl'lsxﬁf:d exl.aost:s.
approach was an important addition to their earlier emphasis on in

tﬂag:;péf:;ga. and Taiwan, on the other hand, emphasized heavy and

i i i i i discussed in Baer (1972) and
z blems associated with 1s1 in Latin Amenca. are - : Y
l-lirs'?l;;z;o(wssx For an account of similar problems in the East Asian countries, see Lin

(1973, pp. 68—74) and Deyo (1987).
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chemical industrialization from 1973 to 1979, with a focus on steel, au-
tomobiles, shipbuilding, and petrochemicals. The objective of heavy and
chemical industrialization in East Asia was twofold: to develop national
production capability in these sectors, justified by national security as
well as import-substitution considerations, and to lay the groundwork for
more diversified exports in the future, China’s reentry into the interna-
tional community, ushered in by its détente with the United States in the
early 1970s, not only made South Korea’s and Taiwan’s domestic defense
concerns more credible but also presented a long-term threat to labor-
intensive industries in the region.

Thus, the Latin American and East Asian nics coupled their previous
strategies from the 1960s (secondary 1s1 and primary EOI, respectively)
with elements of the alternate strategy in order to enhance the synergistic
benefits of simultaneously pursuing inward- and outward-oriented ap-
proaches.

It is clear that neither inward-oriented nor outward-oriented develop-
ment strategies are economic panaceas. Both are susceptible to systemic
constraints or vulnerabilities such as recurring balance-of-payments prob-
lems, persistent inflation, and the disruption of key trading relationships.?
However, the Nics in each region have adapted or switched development
strategies in response to these problems, and thus they succeeded in mov-
ing to a more diversified pattern of export growth in the 1980s.

Development Strategies

The development phases outlined above are economic outcomes that
themselves need to be explained. There are a multitude of determinants
that could impinge on such an explanation (see Gereffi and Wyman,
1989). One could look at the comparative advantage of these economies
in terms of natural resource endowments or market size, the kinds of eco-
nomic policies pursued, the role of geopolitical considerations, the impact
of diverse transnational economic linkages, elite policy preferences and
levels of state intervention, social coalitions, cultural predispositions, and
prevailing development ideologies. The reciprocal influence of these ex-
ternal and internal determinants are seen most clearly, however, when
one tries to understand the major choices that are made by key actors
during periods of transition from one development phase to another, The
importance of choices, in turn, raises the issue of whether there are pur-
poseful strategies that guide or facilitate the process of developmental
change.

3 The inherent limitations of both import-substituting and export-oriented development
strategies in the NICs are outlined in Gereffi (1989b).
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Development strategies can be defined as sets of government policies
that shape a country’s relationship to the glol?al economy and t!lat affect
the domestic allocation of resources among mc_iusmes 511_1d major social
groups. This notion of development strategies links pollae’s and Qrodu;-
tion structures in such a way as to shed light on a country’s relationship
to international markets and resources and on its Flgaslons about domes-
tic economic growth and equity. A variety of policies may be used to es-
tablish a particular pattern of inward- or outward-oriented productnqn,
but the focus here is on the broad strategy itself rather than on policy
oscillations or shifts within specific 151 or EOI approaches.

The question of whether governments have acted as leaders or follo_w-
ers in the industrial transformation of the Latin American and East Asian
NICs is a key issue that various chapters in this volu{ne will address. Our.
working hypothesis is that state-led industrialization has become the
norm in the Latin American and East Asian NICs since Fhe 1950s, al-
though the motives, instruments, and consequences of this government
involvement vary. .

The essays in this volume, therefore, look at strategy chonc.e as well as
at the consequences of that choice. To see how this is accomplished, I will
briefly review the focus of each of the chapters.

ANALYZING INDUSTRIALIZATION

Colin 1. Bradford, Jr.’s chapter offers a new way to look at the role. of
markets and governments in development strategies. Rather than seeing
inward- and outward-oriented development strategies as a dichotomous
typology, Bradford argues that they actually form a continuum. Botl} the
151 and EoI development strategies range from market-ongnted versions,
where the government’s role is very mild, to dirigiste versions, in which
government intervention is quite substantial. The importance pf this per-
spective is that it allows us to increase the range of policy cpmces associ-
ated with distinct development strategies. Bradford also reviews the main
macroeconomic trends in the four principal Latin American and East
Asian Nics from the mid-1960s to the mid-1980s, with an emphasi_s on
their patterns of investment growth and adjustment, their export drives,
and the external debt situation, thus supplementing the economic frame
of reference provided in the introductory chapter. o
The next five chapters deal with key economic, political, and social di-
mensions of industrialization in the Latin American and East Asianv NICS.
In chapter 3, Barbara Stallings looks at the role of for.eign capital in the
postwar economic development of the four major N1Cs in the two regions.
Stallings frames her analysis in terms of two debates: the modem.lzatlon—
dependency debate about the positive and negative impact of foreign cap-
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ital in national development and the statist-dependency debate, which is
concerned with the ability of governments to shape the contributions of
foreign capital in ways compatible with national interests. Her main ar-
gument is that the Latin American and East Asian Nics have had very
different experiences with foreign capital. In the Latin American NICs,
private foreign capital (direct foreign investment and private bank loans)
has been very important, while in the East Asian NICs local private cap-
ital and the state have played a dominant role in recent years. The form
of foreign capital that has been most important in Taiwan and South Ko-
rea is public bilateral and multilateral loans, especially in the 1950s and
early 1960s. One of the reasons the dependency approach has been more
prevalent in the studies of the Latin American Nics is that DF and private
foreign loans tend to be particularly conflictive in relations with the host
countries.

In chapter 4, Gary Gereffi extends the analysis of Stallings by focusing
on the relations between big business and the state in the Latin American
and East Asian Nics. Gereffi shows that there are sharp regional contrasts
in the composition and political impact of the big business sector. In Bra-
zil and Mexico, the largest firms are transnational corporations and state-
owned enterprises, while in the East Asian NICs, local private firms are
the main economic actors. However, there are also important subregional
differences. The role of state enterprises, for example, is more prominent
in Mexico and Taiwan than in their regional counterparts. Furthermore,
the size of local private companies varies greatly in the East Asian Nics.
South Korea is characterized by the predominance of giant, vertically in-
tegrated industrial conglomerates (chaebols), whereas the industrial
structure of Taiwan is composed mainly of small and medium-sized fam-
ily-owned firms. These differences in the ownership, size, and sectoral
distribution of big business in the Nics influence the autonomy of the state
to formulate and implement effective industrial policies in these nations.
They also affect their ability to internationalize their industries.

The chapters by Robert R. Kaufman and Tun-jen Cheng are cross-na-
tional studies of Latin America and East Asia, respectively, which identify
major sources of intraregional variations in the transitions between dis-
tinct development strategies. Both authors share the same premise:
namely, the first phase of 151 in Latin America and East Asia was a spon-
taneous “situational imperative” induced by the Great Depression of the
1930s (Latin America) or the breaking of colonial ties with Japan and
associated postwar economic exigencies (East Asia). When confronted
with the need to choose a subsequent strategy after the inevitable end of
“‘easy” 1s1, the governments in each of these countries assumed a far more
explicit and directive role, notwithstanding the fact that the Latin Amer-
ican and East Asian Nics moved in divergent directions.
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ines six Latin American nations: the three large nations
Af aet:xftin;:n E,;:;?’l, and Mexico) and three smaller countries (Chile, Cq—
fomgbia, an,d Uruguay) in order to considel: a fuller range of 1s1 experi-
ences. His concern is with the patterns of al!nance and f:onfhct among four
sets of actors: (1) the agricultural—m‘ercannle groups in charge of export
staples; (2) anti-oligarchical coalitions, com_posed of. popul‘ay sectc;r
groups and rival agrarian interests; (3). state e!xtes, es.pegally mglxtary oé
ficers and civilian technocrats; and (4) industrial capitalists, national an
mtl?::;?:railx;g the two critical turning points of the Depression and the
early 1940s, when first-stage 151 accelerated, and the two decades follo:rf-
ing the end of World War II, when secondary 151 was @plemeqted, Kath -
man finds substantial variation within th.e Latin American region. In the
Southern Cone countries (Argentina, Chile, a}nd Uruguay), the presbsure(sl
were strongest for an inclusive form of 1s1 mlmg on old—sty!e urban- ased
distributive politics. In Mexico and Colombia, more cautious fiscal :x.:
monetary policies were adopted in the face of considerably weaker dis-
tributive pressures. Brazil, which exercised the greatest d.egree o£ sFatl:e
control over the popular sector, moved furthest to consolidate a “wriple
alliance” based on foreign and national industrial capitalists and stgte
enterprises, with the working class largely excluded from the benefits de-
ivi m this arrangement. .
nvll:gchf:;)ter 6, Chengg provides an original and.carefplly crafted ana}lysxi
of the differences between South Korea and Tam{a‘n in terms of polxt_lca
regime dynamics. He examines the initial transitions, lmplengentauo.ni
and sociopolitical bases of the three main phases of postwar mdusﬁt::
development in the East Asian NICs: 151, EOL, aqd F.OI'deepenmg. He finds
that in general South Korea and Taiwan differ in their apptO?C};;s to ?-
plementing development strategies: South Kon:ea s approach is erarc‘:i i-
cal, unbalanced, and command-oriented, while meaq has follo:e a
contrasting path that is horizontal, balanced, and incentive-oriented.
This difference is reflected in each of the development strategies pur-
sued by these two nations. With regard to 1s1, South I.(orea fpllov:red a
classic “rent-seeking” approach, while Cheng gharactenzes Talwan’s ex-
perience as “surplus-generating.” In implementmg‘nox, Sout.h Ko,l;ea s ap-
proach was “centralized” while Taiwan’s was decent}'ahzed. EOI tln‘u
South Korea was supported by an alliance of af:cumulanon betwc?enT e
military regime and the leading businessfes,.whl.le the party state in Tai-
wan organized and supervised a loose dlsmpuupnal coalition conslxstt)mg
of technocrats, fragmented local capital, foreign investors, farmers, la ;)1:,
and household savers. The contrast for EO1 deepening was e-qua-lly strik-
ing: South Korea’s “big push” approach to heavy and chemical uta,dustn;
alization, in which the industries that were to be the new backbone o
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national exports were rapidly built on the basis of heavy foreign borrow-
ing, versus Taiwan’s “gradualist” approach based on decentralized in-
dustrialization that would preserve the key elements of the regime’s broad
distributional coalition.

In chapter 7, Frederic C, Deyo picks up some of the same themes raised
by Kaufman and Cheng in his analysis of the popular sector in the Latin
American and East Asian Nics, Deyo argues that the political role of the
popular sector is mainly indirect—i.e., it Opposes or encourages particu-
lar policies that flow from more general development strategies, and thus
it can shape the implementation of these strategies in important ways,
The polar opposite cases in Deyo’s analysis are Taiwan (which has a
strong state and a weak society) and Argentina (weak state and strong
society), with Brazil and South Korea falling in between. The role of the
Popular sector generally has been stronger in Latin America than in East
Asia. It is strongest in Argentina and weakest in Taiwan, which is the
extreme case of top-down, guided, preemptive democratization. While
political regimes provide the political opportunity for an insertion of pop-
ular class agendas in national policy-making, Deyo shows how socioeco-
nomic structural factors such as employment concentration and the emer-
gence of class-homogeneous communities can encourage popular sector
mobilization and generate the capacity to create autonomous class orga-
nizations that allow popular sector groups to seize elite-sponsored oppor-
tunities in an effective manner.,

Chapters 8 through 11 deal with the role of government policies in
shaping the performance of the Latin American and East Asian Nics. The
chapters by Gustav Ranis and Robert Wade offer differing viewpoints of
the degree to which the government has taken a leadership role in East
Asia’s economic success, while the chapters by Chi Schive and René Vil-
larreal focus on how current development strategies in the East Asian and
Latin American nics, respectively, are posing quite different problems for
the next stage of industrialization in these regions.

€ current interest in comparing East Asia and Latin America is tes-
timony, according to Ranis, that policy choices can in fact make a good

policy choices that confront nations in their development experience are
explicit, debated, and negotiated; or implicit, clandestine, and imposed.
Ranis sees explicit tax and expenditure policies as examples of “on the
table” measures of the first type, while inflation and overvalued exchange
rates are instances of “under the table” income transfers that are symp-
tomatic of “governments’ myopic need to solve short-run problems while
putting off the social conflict consequences to a later point in time.”

In chapter 8, Ranis looks at four medium-sized cases from the two
regions: Taiwan, South Korea, Mexico, and Colombia. His analysis iden-
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: isti egional patterns. The East Asian pattern is one in
nfli:;schttv:; t?;:'tg:l?s:ugied grfdually but consistently shift away from ‘un-
: the table” (or implicit) income transfers among groups toward oln
ther table” (or explicit) revenue and expenditure-relatefl government pol-
e The Latin American pattern is characterized by hbera!lzanon/mter-
vent nist cycles in which the persistence of 1s1 is related in part to the
veb'i]lti]t(;' of these nations to continue to pay for 1s1 through the ample avail-
abili(:y of traditional natural resource revenues, and ?lso to the govern-
:nents’ felt need to be viewed as solving all problems in order to forestall
w%a:;g ?rfil:::::s in chapter 9 two different explanations o,f the role of Fhe
state in the East Asian Nics: the “self-afljusting mark.et thfeory, Whldj
holds that East Asian economic success is due to t.he vigor t(l)1 p‘x"g*ate] en-
trepreneurs operating in relatively open economies, and the eve.::ps
mental state” theory, which holds tha.t East Asian goveque;llts (mi t}m:e
Hong Kong) have been active playqrs in tl'ze.marl«.at2 ableft}? in t1;len'ced i
use of public and private resources in line w1t}.1 a vision o diow e tiln u:-
trial structure of the country should l?e evolYlng. Wade _s;ects e f; d
periences of Taiwan and South Korea in a variety of industria dsecto:;s taa d
concludes that in both these nations gov'er:llm::rx?tlh;:ot;)’:te;cnse a subs

i f leadership in promoting indus: ial 1.

ua'lﬁa\?g:::lteoof governnf::nt leadership is quite .dnfferent in the Lvl»:o ca:e::

however. In Taiwan, leadership has been ex‘ercl‘sed through ll)muK ic ente -
prises or public research and service organizations. In So?t hciorea,agd

the other hand, government leadership takes the form.o pg: ng !
prodding large private firms, which are backed t?y a cox}sxderg e amoun’
of direct and indirect state assistance. Although mdustn?l pohcydm a gor\trs

ernment “followership” mode can still be worth pursuing, Wade as?fa y

that economies whose governments have the capacity to mtervene}el e:

tively in a “leadership” mode have greater potential for welfare-enhan

m%::l:f;::?fg %lg;ive examines the two most recent develop.ment. strat-

egies pursued in’ Taiwan and South Korea: secondm"y ISI, “lrhnchdax?tiso ;o

replace imported intermediate and capital goods vyxth lcgla . p;o t‘:ies ' (;

and secondary Eol, which attempts to develop high-tech indus fles 10

substitute for conventional exports. W_lth regarc} to sec_ondary IS'I,H C ve

shows that Korea is ahead of Taiwan in heavy mc!ustnes,. especia ydl'l;te
chinery, while Taiwan tends to be ahead of Korea in certain mtcmge i "

goods industries, such as chemicals, petrochr:rmgals, petroleum, ar; : c:i) s:

To explore secondary Eo1, which is gshermg in the next sta;ge o 1]n ue-
trialization in these N1cs, Schive highlights tl.xe production oh vgrz'l— atrrg}al
scale integrated circuits (vLsI). In an analysns that reca}lls the g]lj ust 2
structural differences between the East Asian Nics outlined in chapte
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and the distinction between the “big push” versus “gradualist” ap-
proaches to implementing secondary o1 mentioned in chapter 6, Schive
shows that Taiwan and South Korea built their vLs1 industries in contrast-
ing ways: Taiwan first developed the technology, then moved into man-
ufacturing, while Korea first established its manufacturing capacity, then
acquired the needed technology. “The development of Korea’s vLs1 indus-
try in a scant four years can be attributed not only to the enormous capital
invested, but also to a heavy reliance on foreign technology.” Taiwan, on
the other hand, has had the capacity to design vLsI technology since
1985, but the ability to manufacture those designs remains a problem.

In chapter 11, René Villarreal focuses on the Latin American experi-
ence with 1s1. Villarreal acknowledges that 1s1 has created an anti-export
bias in Latin America. As a backdrop to his comparative analysis of 151 in
Brazil and Mexico, however, Villarreal criticizes the neoliberal orthodoxy
of the Southern Cone countries (Argentina, Chile, and Uruguay) as the
wrong solution to the problem, since ultraliberalism in the Southern Cone
has resulted in extensive deindustrialization and financial upheavals,

Like Schive, Villarreal paints contrasting portraits of the two leading
NICs in his region, Brazil and Mexico. Brazil has advanced further down
the path of secondary 1s1 than Mexico has, which is best exemplified
by Brazil’s capital goods industry, the strongest in Latin America. The
energy crisis of the 1970s affected Brazil and Mexico in opposite ways:
Brazil gave top priority to a fuller integration of its productive struc-
ture through 1s1; Mexico became a prominent oil exporter, but in the
process the structural integration of its economy took several steps
backward. Villarreal provides a detailed discussion of the various stages
of 1s1 in Mexico and concludes by advocating a three-dimensional indus-
trial model for Mexico’s future, involving a combination of endogenous
growth, industrial exports, and selective Is1.

Fernando Fajnzylber and Ronald Dore call our attention to previously
ignored variables and begin to chart new comparative research agendas
based on their understandings of the forces influencing the Latin Ameri-
can and East Asian Nics. In Chapter 12, Fajnzylber begins to outline in a
systematic way the argument that key aspects of the development pat-
terns of South Korea and the three Latin American NICs are outgrowths
of their efforts to emulate the Japanese and American experiences, re-
spectively. The Japanese development pattern, like that of the East Asian
NICs, can be characterized by the following traits: a strategic, long-term
orientation toward economic affairs; a tendency toward high levels of
saving; firms oriented toward the conquest of international markets; and
relatively high levels of social integration, with top priority given to edu-
cation in the system. The development pattern of the United States has a
contrasting set of features: a preoccupation with short-term planning,
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high levels of consumption, an emphasis on producing fgr large .and se-
cure domestic markets, and relatively low lev.el-s of social integration.
Fajnzylber demonstrates in a detailed empirical anal‘)"s1s th?t the Latin
American NICs have been attempting to reprosluce the “American way of
life.” In contrast to East Asia, the Latin American NiCs hav.e lower leve}s
of economic dynamism, consumption trenc!s that are hea\.nly skewed in
favor of urban elite groups, domestically onet}ted. prqductxoP structures,
lower international competitiveness, and less distributive equity. 'threas
Latin American nations have emphasized “showcase modermty,. t,l’le
East Asian nations have given top priority to “endogenogs moglermty.
Dore observes in Chapter 13 that there has been r_elatwely little atten-
tion given in this volume or in recent developmen't literature asa whole
to the historically conditioned role of cul.ture and 1de:as as they mf!uence
development strategies and social institu!uons. Dore dlscus§es a variety of
cultural dimensions in terms of their salience for cross-regional compag
ative research: the intensity of the will to develop;. the sense of backward-
ness and its determinants; the centrality of nauor@l- cohesion .and the
sense of nationhood; the legitimacy of elites and political authgrlty; val-
ues and economic achievement; and attitudes toward technological learn-
i nical change.
m%\:nad E:fgl;der concegtual level, Dore stresses ag?in the im'portance .of
distinguishing between development “strategies” (i.e., Fhe mixture of in-
tentions and forecasts people have when they take policy decns10n§) and
development “patterns,” which are sequences of events or economic and
social outcomes. The main contribution of a focus on de\.relopmfen't pat-
terns” is the development of typologies that can aid us in provnd}ng ex-
planations as well as clarifying our value judgments about the kinds of
es we find desirable.
ou';?l:)emlast chapter, by Christopher Ellison and Gereffi, seeks to prder
some of the conclusions arrived at in the volume along two broad dimen-
sions: first, the level of their explanatory variables (world-system factors,
the role of national, institutional, and organizational forces, develogmeqt
strategies, and grounded interpretations of netwo'rks,. culture, and histori-
cal events) and, secondly, the scope of the generalizations that.the authors
make in interpreting their findings. Ellison and Gereffi organize the find-
ings from the chapters into three sets of outcomes: .(1) patterns of devel-
opment that are common to the NICs in both Latin America z%nd East
Asia, (2) development outcomes that vary betwegn the two regions but
are basically similar for the N1cs within egch region, and'(3) aspects of
the development experience in Latin Amer.lca anfi East A§1a whf:re there
is sharp intraregional variation or distinctive national traits. Ellison and
Gereffi also seek to identify some promising areas for the next wave of
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development research and emphasize the emerging importance of social
networks at the global, national, and local levels.

It is not the intent of this volume to extol the virtues of either the Latin
American or the East Asian paths of development, nor to try to advocate
the adoption of “correct” economic policies or institutional arrange-
ments. Historically conditioned patterns cannot be repeated, and policies
or institutions that work well in one national setting may have quite dif-
ferent consequences elsewhere. Countries obviously are capable of learn-
ing from each other, and highly selective adaptation or emulation may
prove successful. Whatever is “learned,” however, must be adapted to
particular historical, cultural, and political circumstances. The goals,
needs, and resources of the Latin American Nics are quite different from
those of the East Asian Nics. Comparative research is most helpful if it
combines good history and good theory, and both lead to a better appre-
ciation of the constraints as well as the possibilities of the present,
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