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This article adopts a comparative approach to examine the trajectory of economic and
industrial development in Iran and South Korea, as well as the factors contributing to
the divergence in industrial outcomes between the two countries. The primary
objective of the study is to explain why, despite certain similar initial conditions, South
Korea achieved rapid industrial growth beginning in the 1960s, whereas Iran failed to
attain comparable outcomes. The research method is descriptive-analytical and is
based on a comparative examination of the historical, institutional, and policy
experiences of the two countries. The findings indicate that South Korea, through the
formation of a developmental state, the establishment of a meritocratic bureaucracy, a
centralized planning system, the direction of bank credit toward selected industries,
and the adoption of an export-led development strategy, succeeded in creating the
conditions necessary for rapid industrial growth and enhanced competitiveness. In
contrast, in Iran, factors such as the economy’s dependence on oil revenues,
institutional and political fluctuations, weak coordination among economic policies,
the limited efficiency of the industrial financing system, and the continuation of
import-substitution policies hindered the emergence of a sustainable export-oriented
industrial path. The findings of the study demonstrate that the quality of state
institutions, coherence and stability in policymaking, trade orientation, and the nature
of state interaction with the private sector are among the most significant determinants
of the success of industrial policies and the realization of sustainable industrial
development.

Keywords: Industrial development, industrial policy, export development, economic
institutions, Iran, South Korea.
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EXTENDED ABSTRACT

Economic development in the contemporary social sciences is understood as a multidimensional
process that extends beyond quantitative growth in output and income and encompasses structural
transformation, institutional change, technological upgrading, poverty reduction, welfare enhancement,
and the reorganization of relations among state, market, and society (George & Bennett, 2022; Roche, 2018).
In this framework, the developmental state has been considered one of the most important institutional
forms capable of directing late industrialization, particularly in countries seeking to overcome structural
backwardness and enter global markets under conditions of uneven international competition (Leftwich,
2005, 2006). The present study examines the role of developmental states in economic development in the
era of globalization through a comparative-historical analysis of Iran and South Korea during the period
1960-2013. The central problem of the study is rooted in the historical divergence between two countries
that, in the early 1960s, shared certain comparable developmental conditions but later followed sharply
different paths. South Korea, despite limited natural resources and severe postwar destruction, succeeded
in building a competitive industrial economy, while Iran, despite oil revenues, geopolitical advantages,
and repeated development plans, failed to achieve comparable industrial depth and export competitiveness
(Ghaderi et al., 2020; Haghparast & Valipour Atigh, 2023). The study therefore asks why South Korea was
able to use state capacity, industrial policy, export orientation, and global integration as instruments of
sustained development, whereas Iran remained constrained by rentier structures, institutional instability,
policy inconsistency, and weak coordination between state, market, and society (Katouzian, 2024; Zonooz,
2023).

The theoretical foundation of the study is based on the concept of the developmental state,
particularly the idea that successful late development requires neither a minimal state nor uncontrolled
market liberalization, but a capable, coherent, and strategically oriented state that can guide structural
transformation while maintaining productive relations with the private sector (Bigsten, 2023; Cai, 2020).
The developmental state is characterized by a committed developmental elite, a meritocratic and insulated
economic bureaucracy, relative autonomy from narrow interest groups, effective planning institutions,
disciplined relations with business, and the capacity to direct credit and incentives toward priority sectors
(Haggard & Kang, 2018; Leftwich, 2006). This framework is especially relevant in the age of globalization
because globalization does not affect all countries uniformly; rather, its developmental consequences
depend on the quality of domestic institutions, human capital, financial capacity, technological learning,
and the policy competence of governments (Sachs, 2020; Samimi & Jenatabadi, 2024). In East Asian
experiences, especially South Korea, globalization was not passively accepted but strategically managed
through export-led industrialization, selective protection, technology acquisition, and gradual integration
into global markets (Hayashi, 2020; Lee, 2023). In contrast, countries with weaker institutional coordination
and unstable policy regimes have often been unable to convert global opportunities into sustained
industrial development, even when they possess significant natural-resource advantages (Khajehpour, 2020;
Zarandi & Asghari, 2023).

Methodologically, the study adopts a qualitative, descriptive-analytical, comparative-historical
approach. Iran and South Korea are selected as theoretically meaningful cases because of their partial
similarity in initial developmental conditions and their substantial divergence in long-term economic
outcomes. The analysis is organized around key indicators of developmental-state performance, including
elite cohesion, bureaucratic capacity, state autonomy, civil society, class relations, industrial policy, trade



orientation, financial allocation, and interaction with the global economy. The study relies on documentary
and library-based data, including historical sources, official reports, national accounts, international
statistical evidence, and prior comparative studies on development in Iran and South Korea. The
comparative logic of the research combines within-case analysis and cross-case comparison in order to
identify causal mechanisms linking state structure, policy orientation, institutional capacity, and
development outcomes (George & Bennett, 2022). This design allows the study to move beyond a simple
description of economic indicators and to examine how political and institutional arrangements shaped
the ability of each state to mobilize resources, coordinate investments, discipline economic actors, and
respond to the pressures and opportunities of globalization. The study also situates economic development
within broader socio-cultural and institutional contexts, since culture, social capital, trust, and state-society
relations have been repeatedly identified as important factors in the different developmental trajectories
of Iran and South Korea (Dal, 2019; Liang, 2020; Shirkhani & Vaseizadeh, 2011).

The findings show that South Korea’s developmental success was closely connected to the
formation of a coherent developmental state after the early 1960s. Following the devastation of the Korean
War, South Korea established a centralized and authoritarian but development-oriented state that treated
rapid economic growth as a primary source of political legitimacy (Chun, 2020; Karadas, 2018). Through
five-year plans, the Economic Planning Board, state-directed credit, export incentives, and close but
disciplined cooperation with large business groups, the Korean state guided industrialization from light
manufacturing to heavy and chemical industries and later toward high-technology sectors such as
electronics, shipbuilding, automobiles, semiconductors, and advanced manufacturing (Park, 2019; Quiero,
2021). The Korean bureaucracy was relatively meritocratic, technically competent, and capable of
monitoring firms, rewarding successful exporters, and withdrawing support from inefficient actors. This
institutional arrangement enabled the country to transform foreign aid, external borrowing, human capital
investment, and access to international markets into a dynamic process of industrial upgrading (Haggard
& Kang, 2018; Lee, 2023). South Korea’s export-led strategy also created a continuous mechanism of
learning and competitiveness, as domestic firms were compelled to meet international standards, absorb
technology, and improve productivity. In this way, globalization became a field of strategic opportunity
rather than a source of passive dependency (Hayashi, 2020; Kang, 2025).

In contrast, Iran’s developmental trajectory was marked by structural constraints that prevented
the consolidation of a developmental state. Although Iran possessed extensive oil and gas resources, a
large domestic market, and repeated development plans, its economy remained deeply affected by oil
dependence, rentier-state dynamics, political discontinuity, institutional fragmentation, and inconsistent
industrial and trade policies (Katouzian, 2024; Zibakalam, 2023). Before the 1979 Revolution, the state
pursued modernization and industrialization, but the availability of oil revenues reduced pressure for
export competitiveness and encouraged import-substitution policies. After the Revolution, nationalization,
the Iran-lraq War, ideological restructuring, sanctions, and administrative instability disrupted industrial
planning and weakened relations between the state and private sector (Nesari, 2020; Pirani et al., 2020).
Unlike South Korea, where credit allocation was tied to export performance and industrial priorities, Iran’s
financial system did not consistently support competitive industrial upgrading. The persistence of import
substitution, exchange-rate instability, weak non-oil export capacity, and insufficient integration into
global production networks limited the competitiveness of Iranian industries (Zarandi & Asghari, 2023;
Zonooz, 2023). While Iran achieved some growth in sectors such as petrochemicals, basic metals, and



selected high-technology fields, these advances did not generate the same broad-based industrial
transformation observed in South Korea. The comparison therefore indicates that natural-resource wealth
alone cannot substitute for institutional coherence, bureaucratic competence, disciplined industrial policy,
and effective global integration (Ghaderi et al., 2020; Sadeghi & Beheshti, 2023).

The study concludes that the divergence between Iran and South Korea from 1960 to 2013 cannot
be explained by initial economic conditions alone, but must be understood through differences in state
capacity, institutional coherence, policy stability, trade orientation, and the quality of state-society-
business relations. South Korea demonstrates how a developmental state can transform limited resources
into industrial capability by combining strategic planning, bureaucratic competence, export discipline,
human capital development, and selective engagement with globalization. Iran’s experience, by contrast,
shows that oil wealth, centralized authority, and formal development planning are insufficient when
institutions lack coherence, policies fluctuate, the private sector remains weakly coordinated with the state,
and industrial strategy is not linked to competitiveness and technological learning. The central implication
is that sustainable industrial development requires a state that is not merely powerful, but also organized,
developmental, learning-oriented, and capable of mobilizing society and the private sector around long-
term national objectives.
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