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Abstrac® This study analyzes different levels of
b ur e a s policg autdnomy over private business sector in
an effort to explore the varieties of East Asian developmental
states. It starts from the puzzle that Asian financial crisis of
199798 caused severe
and small enterprisewhil e thoseof Taiwan were relatively
unscathed by the crisis. Conversely, financial devastation of
199798 harshly swepbig business in Taiwan, compared with
its punch on that of South Korea. The study argues that
b ur e a umlicpauténemy influences governmenbusiness
relations and thus the two countries evolve into different
devel opment al states. To
autonomy primarily
transitioned from embedded mercantilism into developmental
liberalism. In recent years, thegrowing economic ties between
China and Taiwan reshape
South Korea and Taiwan are highly industrialized countries,
widely touted as archetype of succesdftast Asian
developmentalstates while China emerges one of late but rapid
developing nations. In this regard, South Korea, Taiwan, and
China can be intriguing
policy autonomy within government and business relationship.
The study conducts a comparative case study of industrial
policy between South Korea and Chaiwan, the combination of
Chinaés big market and

put

|. INTRODUCTION

A. THE PUZZLE

Embeddedmercantilism,once regarded aa conventional
wisdomof industrialpolicy, recently withessea

significant paadigm changeThis study starts from the
puzzle that the changd industrialpolicy in East

Asiais headingfor developnentalliberaligm, in lieu of nec
liberalian. Developmentalliberalismis the

essence theory of this study andciencened with new
industrial policy thegy, a recent scholarly output bthe
westen society (Noland and Pack2003; Rodrik 2007). Of
coursenotall member countriesn

East Asia is consistently proceedingto developmental
liberalian. Time lagsandvariationsof contents

influences

Asi a

|l abor

Tai wan

devastation

it thdse bf fTaiwaEnWerk Yelatively tingcathetlly atlieclisisp 0 | i
E &8nbers®ySfinanfid crisisofl 109798 hargqiyh 1 ¢ h

are found in a&oncrete policy levedmong countriesin East
Asia. Thereforejt is of great significance to

analyze both the wilarities and diferencesof industrial
po?me n EastAS|an countries,

A eiaUch st in tﬂé fegr f 19517eaﬂd 1598 hardly
devastated\sials fastgrowneconanies,

comparedwith the subprime financial crisis in 2008. Amid
financialdevastatioracrosgheregionatthe

endof 1990s,a number of mediumandsmall enterprisesn
SouthKoreawereseverelybankuptedwhile

swep big businessn Taiwan, comparedwith its punchon
thatof uhraSch on
ofﬁaﬁ b%eﬁn ééx{;ﬁaﬁled ttly tr?e gﬁe%%%yp?s of’ gov%nnmerrl]t
led industrialpolicy sincethetwo countriedConcerning the
title of my prospective research,propose anewly coined
term, Chaivan, a combination of Chidahugenarket on the
globg and Teiwands i sophistiicated e technologees Gasd
advarced knowledge. Awarm tie betweenthe two
countries was officially marked by historic trade agreament
in 2 Oachlevedéov nme tled econanic developnent at
LA ee tihdah GeOdiopbieal states,
howe\er have shown different path dependencyin their
implementationof industrialpolicy. Of course
theremay same argumentghat SouthKoreahashistorically
fosteredthebig businessvhile Taiwan has
long concentratedn the investment of small and medium
entaprises.Notwithstandinghis general
argument, | plan to focus on du r e a u who adtuslly
substantiatethe policy ideasandimplement
measuresin its relations with businesssects. Basedon
differentbureaucrais capabilities Asian fast
grown econanies transitioned into a develoental
liberalismin a different degreby getting tmough both
Asian financial crisis in 19988 and shprime financial
crisis in 2008.
| plan to conducta comparative analysisof bureaucratic
autonamy witnessedn thegovenment
bushessrelationsbothin SouthKorea, Taiwan,and China.
Beforeproceedingwhy do we needto
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rethink goverrmentbusinesgelationshipin EastAsia?In a
nutshell,EastAsiads striking high econanic

performance is based on its policy networks linking
government andindustry. Then,how poweful is
bureaucracyin govenment-businessrelations? To what
extentdoesbureaucracys policy autonany

shape EastAsian developnental statesmodel?How do the
divergenceandconvergencef Asian
bureaucracyinfluence within the goverrment and private
industrialsecta? To whatextentdo

bureaucrats mirror the nterestof private busnesssector?
My prospective study is of great significance both
theoreticallyandpracticaly. Much of

relevant works were previously doneby focusingon the
case of Japanese devaimmtal business ystem (Berger
and Dore 1996; Dore 2000; Streeckand Tamamura 2001,
Anchordoguy2005;Vogel2006;

Westney 2006 Witt 2006; Aoki et al.2007; Lechevalier
2007; Sako 208). Recentyearshave seen soe

efforts seekiy to expand the boundariesof researchof
Asianeconanic developnentsincluding China,

Korea, and otheGSouheast Asian countriesMeiss 1995;
Loveridge 2006; Huang 2008; Andriesse and Vdesten
2009; Heugenset al. 2009; Ritchie 2009; Steier 2009;
Tipton 2009;Robins2010;Paschaet al.

2011; Storz and Schafer2011; Boyer et al 2012; Witt and
Redding2013).Nonethelessprogresf

previous studieshas so far concetnated on therole of
bureaucracynerely as ailot ageng. Aside from

the role of central coordination, | plan to bring a concept of
bureaucatds policy autonany within a setting

of govenmentbusinessrelations since businessindirectly
contributeghe policy outcane by setting

paraneters forpolicymakers (Falkner 201014).

The rapid econmic growth d East Asian countrieBas led
to a burgeoning interest in a debate on

whether or not the dewlopmental state model is still
applicablein aneraof tradeliberalization.The
robustnessof bureaucraticsociety still remains in the
proces®f statedevelopnentin Asia. Moreove,

the analyss of Asian developnental statesbearsdirectly
uponthefuture of otherdevelopingcountriesin

the region.

B. WHY DO VARIETIESOF DEVELOPMENTAL SATES
MATTER?

Characteristic  and
Developmental States
In the 1980stherewas a heateddebateon developnental
statein EastAsian political conmunity. Anactivedebateon
the developnentalstatess the cornerstoneof this studythat
triesto clarify the

govermment businessrelations.Neoliberaleconanists from
theU.S.andtheU.K. have long been

emphasize free trade and financial liberalization as a
meangto long-term econanic developnent. They

Corventioral  Explanations  of
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argue that arms-length market transactionleads efficient
capitalflows in the marketandfinancial

liberalization provideslevelging countrieswith incentives
to purchasgoodswith low costs According

to the neocliberalists, state develoment would even
enhancamarket conditionsin developing countrielsy
lesseningnefficiency causedby bureaucratandpoliticians.
Ontheotherhand, developnentalists

concentraten devdopingn a t i difficudtiés thatensuen
thecatchup processTheysuggesthat
developingcountriesrequire same strategiego make useof
deficientresourcesnd to fostercompetitive-

edge copanies at the @ne time in order to narrow their
gap withhighly developed countries.

Fromthe 1960sto 1990s,EastAsian countrieswitnesseca
dramatic econanic growth ata high

speed. Since Chalmers Johnsonpublished his works in
1982,MITI and the JapaneseMiracle,

developnental statesbecame the image of a typical rapid
econanic growth in EastAsia. Johnsofs

developnental state model analyzed that East Asian
econaniesgrewatafastspeed,owing to several
govermmentoriented factors such as
developnentalplan, industrialpolicy, andpolitical
insulation In light with his perspective,many following
literaturesbegan to analyze thésianeconanic

miracle. Similar to Japads developnental model, most of
EastAsian companiesraisedtheir fundsfrom

same closelyaligned tanks (Woo 1999).

In the pursuit of econanic developnent like the wesern
nations,econanic nationalismwas

linked togetherby mercantilismin Asia. T. J. Pampel (1998;
2004)argueghatembeddedmnercantilist

policy was implemented to encourage Japaids
macroeconmic successAccording to him, domestic
industrial protection andxgort-oriented industrial policy
also reslved thepolitical frictionsin Japan after

its defeatin 1945. In other words, conservativeregime
emergedin Japann 1960swasnotbefoundin

other westm industrial sciety.

The concepiof embeddedneswasintroducedn the Westin
orderto elucidatethe adventof the

welfare staes whereasAsia usedthe term in clarifying the
autonany of developnentalstateslf the

embeddedness is  connected with  autononous
developnental state such embeddednessequiresstatego
make an activerole, comparedwith thatof welfarestatesn
the West.PeterEvansconceptualize@n
embeddedautonany by focusingon goverrments intimate
relationswith eithercompaniesor interest

group. Embedded autonoy is a key factor that
distinguisesEast Asads successful develamntal states
with Latin Americads bureaucratic authoritarian state.
Developmentalstatesvith embeddedautonany

can enhancesocial structure and support the variety of
interestgroupsin a society and thusfosterthe

econanic
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domestic industry and trigger ecamix activities.

ADebate on theValidity of Developmental Sates around
Asian Financial Crisis 0f199798

Developmental states encauntered difficulties in 1990s,
abeit their persiasiveexplanationof

unprecedented ecomic growth in East Asidrom 1960sto
1980s.In particula, Asianfinancial crisisat

the end of 1990sshatteredillusions of econamic miraclein
EastAsia. Eventhe model of developnentaktatesbea@me
synonynouswith moral hazardand crony capitalismin the
region.Startedfrom Thailand

in 1997, financial crisis obliteratedmemories of successful
developnentalstates Some econanists

arguedthat the trend of managing the businessin Asia
should inevitablyfollow thedictatesof nec

liberalisn, immediatelyafter the IMF financial crisis (Dore
2000).Suchaview coincideswith market

oriented convergence theay, the opposite view of
developnentalstatesmodel. Marketoriented
convergencetheay criticizes govenments protectionist
policy towarddomesticindusty andembedded
mercantilism which pursuesmanipulatedindustrial policy
(Krugman 1994,1995).The same appliesto

the argument that there are no correlation betweentrade
liberalizationandgovermmentspending Down

2007; Kim2007).

Isné the compromise betweenopen marketsand domestic
compensationsalid anylongereven

in recentdayswith high factor mobility? Broadly speaking,
doesanactiverole of thegovenments

guidancehaveto be eradicatedin the processof bringing
nationalwealth?Bureaucracyin EastAsia has

long beena driving force behindits rapid econanic growth
in line with atransitionto democrag. The

acadenic community conversely asserted that East Asian

industrialized states weneot the archetype ofuccesstl
developnent any longer in a respnse to Asian financial
crisisin 1997sincethecrisis

undemined the stateautonany in Asia. Neverthelessthe
IMF crisiscan beunderstoodn anextension

of developnental statesdebatesin that the govermrment
failed to link householdsavingsandinvesimentof

compary. Bureaucratswho assignfinancial allocation to
businesghroughbankwerethe main culprit of

statecrisis, even concedinthe fact that apital market in

Asia suddenly opened with a trend of deregulation of the

financial secto

C.RESEARCH STRATEGY

Argument,Methods, Eidence

| plan to analyze thdéureaucraticautonany over private
business sector in affort to explore thevarieties

of EastAsian Developmental StatesThe studyis to provide
a systematic accounbf thetransitionfrom
embeddedmercantilismto developnentalliberalismin East
Asia andeventuallyto generatesame policy
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implicationsaswell asguide actiondor the future of other
developing countries he study iessentially

based on a eoparative analysis of case study in industrial
policy in SouthKorea and Chaian.

I will mainly use aprocess tracingvith elite interviewsas a
major researchmethod.l approach

this issueboth quantitativelyand qualitativey, if necessar.
Forinstance) try to answemy prospective
researchquestionsby building upon different degreesof
policy autonomydimensions! alsohave aplan

to conduct a field study to Eastsia during my journey to
write a dissertation.

A financial crisis both in 199798 and 2008 can be
explainedby bureaucrds policy autonany

within a developnental statesmodel. Similarly, it is analso
intriguing example to analyzethetransition

of industrial policy in the region in a regonse to
bureaucr#s policy autonamy. As such,a comparative

study on the govenment-businessrelationsby measuring
policy autonamy will provide a comprehensivand precise
ovewiew of Asian developnental s t a trangstion from
embeddedmnercantilismto

developnental liberalism. Such a researchquestionis of
greatsignificanceto preventotherdeveloping

nations to reain either authoririan sectorialism or
sectoral cronyis.
Dependent Variables:
Developmental States
In defining tre dependent variablé focuson the variation
in the process of the state devet@mtafter the

rapid ecoromic growth in 1980s, particularly in South
Korea,Taiwan,and Chim | planto examine how
theindustryin thesecountrieshastransitionedyespectivel.
Most notabl, this studypresunesthatthe

majority of industrializednationsin Asia transition from
embeddedmnercantilismto developnental

liberaligm, instead of neagliberalism.

Independent Variable: Bureaucratés Policy Autoromy
within GovernmentBusines®Relations

A notionof policy autahomy is usedfrequentlyin studiesof
social scienceln the public administration,

the tem of adninistrative capacity is found as alose
meaning of policy autonany in political scienceDepending
on the adjective chosen, there are various versions of
autonamy, suchasstateautonany and

bureaucatic autonany. Even though many types of
autonany arebeingusedin acomprehensivevay,

the notion of autonoy remainsambiguous.Concerning the
definition ofbureaucratic automy, there is

an argment that bureaucracy is considered to be
autanomous when buricracy doesiot canply with what
political leaderswould want them todo (Kim, 2008: 35).
Neverthelesshis studywill focus mainly

on policy autonmy per se.Then how do we define the
notion of policyautonamy?

Varieties of East Asian
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Policy autonany can be definedwhen agencydirector has
capabilitiesof implementinga policy

without being revased by the both the president and
congresgHammondetal., 1996:144).Thereare

two major definitions of autonamy: a competencyin the
procesof decisioamaking andan exemption of

constraints in the process of setting a policy (Veroheest
al., 2004: 104).

According to previous literature, there are two dominant
streams thatelucidatethe notion of

autonany: the principatagentapproachand the prefeence
approach.First, thereareprincipalagent

definitions of autonany between thebureaucratic agencies
and political principalsin light of principalt
agentapproach,a chief a g e rattdnany is definedas a
degreeof policy implemertationwithout being

hindered by ex ante or punished ex post. Despite these
theoretical hypotheseghe principalagent

appoach exposes same limitations since it takes an
assunption thatthe hierarchyis foundin arelation

between bureaucratsand political principals. Moreove,
policy discretionis hardlyrecognizedetween

the two entities.

Second, thenotion of autonmy is understoods theshape
of preference ofbureaucrats.Carpeater ( 2 0 0 &tQd$ s
suggestghat the premise of bureau ¢ r autofamy is seen
in a caseof

fipadliti cally diff erentiated agencies take sustained patterns of
action consistentvith their own wishes,

patterns that will notbe checked oreversed byelected
authorities,organized interestsor courts (Carpenter 2001,

14)0 In this approach, three conditions are essential for

bureaucrats to have their owpplicy autonamy: that is
policy differeniation, unique organizationalcapacitiesand
policy legitimacyAmong these three, political differentiation
indicates tht there should be difference between ageyts
preferences and those of political actors.

| focus on the variation of bureaucratic autonomy in its
relationswith privatebusiness sectoln

orderto capturethe wide varianceof bureaucrati@utonany
in the processof policymaking, same

indicators are requiredto detemine the degreeof policy
autonany. Building uponChristenserf1999)

and Verhoestet al. (2@4), | systemically constuct three
levelsof approach that thgovenmentof agencycontols to
analyz the bureaucrats policy autonany in its relations
with privatebusinessecta: (1)

process; (2) policy instroents and actual outo®s; and (3)
policy objectives and effects
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