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ABSTRACT

With the end of the Cold War and the extinction of USSR, the
confrontation of the East and West camps came to a close, and the
domination of the market economy over the world has offered system
prerequisites for the coming economic globalization. Meanwhile, the
adjustment of global strategies implemented in multinational companies
has laid a solid micro-operational foundation for the economic globaliza-
tion. Peace and development have become a common desire for the
whole world. It is under this background that all countries, especially
big powers such as U. S. A. and Russia, have begun to reduce their
military expenses and restructure their original national defense indus-
try and military economy, Therefore, many countries are transferring
their military-oriented technology to civil use in order to share the
peace profit after the Cold War. The United States took the lead in
this transferring campaign. In September 1993, Clinton Administra-
tion took this opportunity to put forward a scheme of Information
Highway. Then, other countries followed the US example and start-
ed their own information highway schemes. As a result, the informa-
tionization wave began to roll around the world.

Economic globalization and informationization wave have molded
the world economy into a brand-new one, not only offering the world
a golden opportunity of development, but also making it faced with
many severe problems which can not be avoided. The primary opera-

tional mechanism of the economic globalization is market economy ,



which in itself is characteristic of randomness and blindness. There-
fore, economic globalization has not only resulted in the great shock to
but also brought great risk to the sovereignty and national industry of
many countries, especially those of developing countries, and added
the additional burden to their state control over economy. The case in
point is the financial crisis that happened in Southeast Asia in 1997 and
initiated a heated discussion, home and abroad, on the relation be-
tween governmental administration and market under the background
of economic globalization.

At present, economic globalization and informationization wave
are weakening the traditional functions of a state. Multinational com-
panies have established a powerful international network and a new e-
conomic empire, which is presenting a serious challenge to state func-
tion in the traditional sense. A state has to give up part of its
sovereignty to some international organizations or regional economic
groups, with its administrational power transferred to lower levels.
On the other hand, the function of market is being extended and rein-
forced, and markets around the world have been integrated into an or-
ganic unity. However, the failure and instability of market will add
more risk and instability to economic operation, while the asymmetry
of information will result in the digital gap that imposes more stringent
requirements upon the governmental administration to solve the prob-
lem of market failure and to avoid market risk. At the same time, the
development of new industries such as information technology and in-
dustry is closely related to the competitiveness of a state. The problem
on the relation between state and market has again become one of the
most important theoretical one that needs further studies. Therefore,
it seems urgent and critical how to establish a balancing point between

state function and market function.
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Setting the above view as my starting point, and the government’ s ef-
fect on developing information technology and industry as my point of tan-
gency, taking South Korea — a typical country in the field of information
technology and industry development — as a case of my positive analysis, [
will explore in this book how to establish the reasonable and practical mecha-
nism of the balancing point between governmental administration and mar-
ket, with the help of such research approaches as theoretical analysis, posi-
tive analysis, deductive analysis and comparative analysis, under the guide
of the leading principles of Marxism, and by analyzing and summarizing
state function in developing information technology and industry.

The book is outlined as follows.

In Chapter One — information technology revolution and its ef-
fect on the world economy, 1 mainly explore the features of informa-
tion technology revolution after the World War II, and the opportuni-
ty as well as the negative effects it has brought to the economic devel-
opment around the world.

In Chapter Two — the status quo of information technology and indus-
try development in South Korea , 1 am mainly concerned with how S. Kore-
an government took the opportunity information technology revolution had
offered and how it promoted the development of information technology.
Then I discuss the status quo of information technology development and in-
formation industry development in South Korea.

In Chapter Three — establishment of and support to national in-
formation technology R & D system in South Korea, 1 mainly analyze
what measures S. Korea government took to establish its own infor-
mation technology R&D system with state as its main factor in order
to promote its information technology development.

In Chapter Four — selection and cultivation of the leading information
industry in South Korea, 1 mainly explore the way in which S. Korean
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government chose and cultivated its leading information industry in accor-
dance to its own advantages and the practical demands of intemational mar-
ket campetition after it had established its own information technology R&D
system.

In Chapter Five — construction of basic information facilities in
S. Korea, | mainly analyze how S. Korean government has con-
structed its basic information facilities, on the basis of promoting in-
formation technology development and speeding up the development of
information industry, by employing the strategy of taking the state as
the leading factor, and with the goal of constructing network Korea in
21% century. All this laid a solid foundation for S. Korea becoming
one of the big information powers in the world.

In Chapter Six — preferential policies and legal system related to
information technology and industry development in S. Korea, 1
mainly analyze how S. Korean government made related policies and
provided legal protection for the development of information industry
to speed up the development of information technology and information
industry.

Chapter Seven — development of human resource in information
technology and industry in S. Korea — concentrates on what strategy
S. Korea took to develop its own human resources in order to meet the
demand of human capital in the development of its information indus-
try.

Chapter Eight — relation between governmental administration
and enterprises in developing information technology and industry in
South Korea-is the conclusive chapter, mainly focusing on how Korea
has developed its information industry and how the best mechanism
had been established to balance the relation.

Chapter Nine — a nudge to China — concentrates on how China can
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draw on successful Korean experience in implementing its informationization
strategy of taking the state as a leading factor by giving full scope to the gov-
emment and market in the development of information technology and in-
dustry, in order to achieve the informationization of China’s national econo-
my.

Through the above analysis, I put forward the following views in this
book.

1.The development of information technology and industry is the mo-
tive power of economic prosperity in S. Korea. It has changed the economic
and social structure and the socio-economic formation of S. Korea, given
birth to new basic economic organizations, laid a new economic foundation
and promoted the rapid development of its economic society.

2.The rapid development of information technology and industry in S.
Korea lies in the fact that while giving full scope to the effect of governmen-
tal administration, S. Korean government has intelligently dealt with its re-
lation with market, successfully set a balancing point between governmental
administration and market. In other words, the government has strategically
chosen and employed information technology in accordance with the need of
market, and then taken the strategy of developing its information technology
and industry under the guide of the government and the strategy of being
typically cultivated by the government. The technological policies and sup-
porting measures taken by the Korean government helped to frame their na-
tional information technology and industry R&D system. Their industrial
policies helped to select and cultivate the dominant industry composed mainly
of semi-conductor, computer, telecommunication and software. Every mea-
sure was taken to collect funds in order to speed up their construction of basic
information facilities. With the preferential policy and the related legal sys-
tem and by developing human resources, the development of Korean infor-
mation technology and industry has been greatly promoted and the initiative
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of enterprises brought into play.

3.By learning by doing and paying much attention to the research
and development and human capital, S. Korea has set their advantage
of sustainable development in the field of information technology and
industry, and established a development mechanism of integrating co-
ordinatively the state with enterprises. This experience may be bor-
rowed by many developing countries. Especially those that are catching
up from behind may narrow their gaps with developed countries as soon
as possible with the help of the catching-up advantage of the informa-
tion technology and industry, and, at the same time, offer an oppor-
tunity for developing countries to break the vicious cycle in the eco-
nomic and technological development.

4.1t is learned from Korean experience that if full scope is given to
the governmental administration, a unitary policy will account for
nothing. A series of policies, such as working out flexible schemes,
learning at different levels, strategically distributing and pooling the
national resources, systematically developing network and strengthening its
kernel competitiveness, should be combined with each other to raise the state
competitiveness.

5.1t is also learned from Korean experience that within a considerably
long period of time, the side effect and negative consequence of both govern-
ment and market should be kept under control while their non-replaceable ef-
fects are brought respectively into positive play. The government must make
proper economic and social policies while market should continuously improve
its own competitive system. The relation between government and market
should be readjusted now and then in order to keep balance and reset a new
balance between government and market. As far as information technology
and industry and other new industries are concemned, full scope should be
given to the effect of the government at the initial stage of diffusion and de-
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velopment, with the special stress on directing, supporting and cultiveating
those promising enterprises. Meanwhile, effective public policies and overall
strategies should be made to establish a sound system. After a considerable
development of these industries, full scope should be given to the effect of
market, with the direction and regulation of market as its dominant factor.

6. It is further learned from Korean experience that system inno-
vation is vital. However, because the process of system innovation is
complex, dynamic and interactive, market may not work properly at
this time. Many research findings show that when an enterprise has no
way to get information, capital and other materials from market tech-
nology, the administrational intervention will become necessary. The
government may influence the process of technological learning, the
demand of technological innovation of enterprises as well as the nature,
speed and direction of learning. Within the rapid development period
of promising industries, policy-making will definitely exert a strong ef-
fect upon the development of industries, esp. IT industry. In the long
run, government should gradually withdraw from its direct participa-
tion in economic activities, paying attention to offering and maintain-
ing a favorable innovation climate and promoting the development of
specialized information-service organizations in accordance with the
need of market.

New ideas presented in this book are as follows.

1.By analyzing positively S. Korean practice in information tech-
nology and industry development, I have explored the reasonable and
practical mechanism of interaction between government and market in
developing information technology and industry, i. e. setting a bal-
ancing point between the two.

2. The balance mentioned above is the result of the game between

government and market. Governmental administration and market
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regulation are a unity of complementary opposites. Especially in the
climate of the economic globalization, it has become a hot topic around
the world how both of them set a new balance by gaming.

3.The rapid development of information industry in S. Korea resulted
from the effective policy combination made by the government. Therefore,
I have put forward the concept of policy economy in the book.

4.0n my summary of the Korean experience, I have comprehensively
analyzed the effect of government in developing information technology and
industry, and tried to afford us useful experience and lessons in developing
our own information technology and industry in China.

5.In view of the existing problems in the information technology and
industry development and the informationization in China, some useful sug-
gestions have been put forward on policy-making in the book.



