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The State’s Development Tasks and Market Control
via Industrial Policy
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Abstract: Kanaan reviews the vision that economic theory offers for the role of
the state, whereby sustainable development defines the goals of economic policy.
His paper shows how both the views of thinkers in the field of economics, and
the economic policies pursued by states have been subject to change, and how
over the past decades these have alternated between contradictory trends. It then
examines how practical experience registered by high-performance economies,

especially in East Asia, has proven the fallibility of neo-liberal policies. The
basis of the Washington Consenus (the International Monetary Fund, the World
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Bank, and the US Treasury Department) sought to promote, among countries
aspiring to escape poverty and underdevelopment, a specific policy. In promoting
the replacement of state policies with others more slanted toward control of the
market, the Washington Consensus problematically strived to remedy deficiencies
in market performance, through optimization of the distribution of development
tasks to public and private sectors, and to the shared public-private domain.

Keywords: Market Economy, Privatization, Neo-Liberal Policies, International
Monetary Fund, World Bank, Industrial Policies, Sustainable Development,
Asian Tigers, Consensus Washington
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(10) Victoria Curzon Price, Industrial Policies in the European Community (New York: St. Martinys Press, 1981), Cited
in: Tilman Altenburg, Industrial Policy in Developing Countries: Overview and Lessons from Seven Country Cases,
Discussion Paper; 4/2011 (Bonn: Deutsches Institut fiir Entwicklungspolitik (DIE), 2011).

Michael E. Porter, The Competitive Advantage of Nations (New York: Free Press, 1990), and Christopher : ksl (1))
Freeman, Systems of Innovation: Selected Essays in Evolutionary Economics (Cheltenham, UK; Northampton, MA:
Edward Elgar, 2008), Cited in: Altenburg, Industrial Policy in Developing Countries.

(12) Paul R. Krugman and Maurice Obstfeld, International Economics: Theory and Policy, 2nd ed. (New York:
HarperCollins, 1991), Cited in: Altenburg, Industrial Policy in Developing Countries.
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(14) Ajit Singh, «The Past, Present and Future of Industrial Policy in India: Adapting to the Changing Domestic and
International Environment,» in: Mario Cimoli, Giovanni Dosi and Joseph E. Stiglitz (eds.), Industrial Policy and
Development: The Political Economy of Capabilities Accumulation, Initiative for Policy Dialogue Series (Oxford;
Toronto: Oxford University Press, 2009), pp. 284 ff, Cited in: Altenburg, Industrial Policy in Developing Countries.
(15) Howard Pack and Kamal Saggi, The Case for Industrial Policy: A Critical Survey, Policy Research Working Paper;
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(16) Dani Rodrik, One Economics, Many Recipes: Globalization, Institutions, and Economic Growth (Princeton:
Princeton University Press, 2007), chap. 4.
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(18) Robert H. Wade, «Rethinking Industrial Policy for Low: Income Countries,» Paper presented at: African Economic
Conference (Organized by African Development Bank and UNECA, Addis, 15-17 November 2007), Cited in: Altenburg,
Industrial Policy in Developing Countries.

(19) Linsu Kim, Imitation to Innovation: The Dynamics of Korews Technological Learning, Management of
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Developing Countries.
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(20) Jan Fagerberg and Martin Srholec, «Catching up: What are the Critical Factors for Success?,» Paper presented at:
UNIDO, Vienna, Wednesday, 23 November 2005, Cited in: Altenburg, Industrial Policy in Developing Countries.
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