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Since joining the DAC in 2010, Korea has made a great deal of effort to enhance its role in interna-
tional development cooperation. This paper reviews the evolution of Korea’s ODA policy by discussing
how the Korea’s development experience as a recipient and its accession to the DAC have inextricably
shaped the ODA policy and strategies. It shows that the different interest and motivation of the Ministry
of Strategies and Finance and Ministry of Foreign Affairs and Trade have been strongly reflected in Korea’s
ODA policy. The Korean government has committed to bridge developed and developing countries by pro-
posing “the Korean ODA model”. This paper argues that integration of DAC principles and norms into
the Korean ODA model remains a challenge.
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Introduction

The USAID report on the Republic of Korea (hereafter Korea) in 1961 stated, “The
country is a nightmare, an albatross, a rat hole, a bottomless pit. Aid did nothing for
economic development, or even worse, doused its people with a welfare mentality”. Fifty
years later, the country became the 24™ member of OECD DAC (Development Assistant
Committee), the world’s major donor club. Korea’s unparalleled transformation from
a basket case to an economic prosperity in such a short period of time has often been
called a miracle of the Han River which is located in the capital of Korea. Moreover,
the shift of Korea’s status from one of the most impoverished countries to an important
aid donor is now seen as an exemplary case of success for developing countries [26].
Having the knowledge and ideas drawn from its own development experience, Korea is
regarded as a donor who has “an area of particular comparative advantage relative to
other DAC members” [20. P. 11].

Since joining the DAC in January 2010, Korea has committed to significantly in-
crease its ODA volume. In 2013 Korea’s ODA marked USD 1.74 billion ranking 16th
among the 28 DAC member countries. Korea’s efforts to scale up the ODA volume are
well shown by the fact that “its annual average increased 20.91% in the 2009—2013 pe-
riod, which greatly exceeds the average 2.85% posted by other DAC members” [18].
Nevertheless, Korea has been criticized for its low ODA/GNI ratio. In response to the
criticism the Korean government have pledged to increase the ratio to 0.25% by 2015.
Korea’s ODA accounted for 0.13% of GNI in 2013, far below the DAC average (0.3%),
which placed Korea 23rd in the ranking. To achieve the target by 2015, it is estimated
that Korea must increase its ODA volume from USD 1.74 billion to USD 3.2 billion
in two years, which is a major challenge [20. P. 46].

Despite much heralded Korea’s economic development and the government’s strong
commitment to play a leading role to bridge developed and developing countries, critics
raise a question whether such commitment is simply a rhetoric or a reality. The develop-
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ment literature has given a lot of attention to the purposes of foreign aid with two con-
trasting approaches, namely realism and idealism. The realism approach views ODA
as a tool to serve donor’s self-interests. ODA policies are, therefore, determined by do-
nor’s political, diplomatic, economic and/or commercial interests [1; 12; 16; 23]. On the
other hand, the idealism approach perceives ODA as a moral and ethical value to promote
humanitarianism [4; 19]. In that vein, ODA policy must reflect the developmental needs
of recipients.

In Korea ODA policy is a relatively new field of study. Accordingly not much
researches have been done on the subject. Most literature of Korea’s ODA policy focus
on the determinants of ODA allocation from the perspectives of realism versus idealism.
They argue that Korea’s ODA is generally aimed to increase economic interests of Korea
rather than those of recipients [2; 5; 7; 8; 11; 15; 14; 24; 27]. Such criticisms were often
supported with Korea’s ODA practices such as a high proportion of concessional loans
and tied aid compared to grants and untied aid, heavy emphasis on investment in eco-
nomic infrastructure, over-reliance on project aid, bias towards Asian region, and so
forth [20]. Meanwhile, studies also demonstrate that recently idealism such as deve-
lopmental and humanitarian interests has increasingly become important factors for the
allocation of Korea’s grant aid whereas loan aid is determined predominantly by eco-
nomic interests [7; 24].

This paper aims to review the evolution of Korea’s ODA policy by discussing how
the Korea’s development experience as a recipient and its accession to the DAC have
inextricably shaped the ODA policy and strategies. Korea’s donorship is not just an
economic or humanitarian issue, but it is also the pride and belief in the primacy of so-
called “Korean model” of economic development, which is deeply rooted in Koreans’
collective psyche. At the same time, as a newcomer of the DAC community, Korea has
been pressured to follow the DAC principles and guidelines. This paper suggests that
in order to better understand Korea’s ODA policy we must look into how both the par-
ticularity of Korean development experience and the universality of DAC principles
have affected the ODA policy in Korea.

A brief review of Korea:
From a recipient to an emerging donor

Korea received USD 12.7 billion of foreign aid from its independence in 1945 to the
end of the 1990s [21]. In the 1950s, Korea was a war-devastated, poverty-stricken,
foreign aid dependent country. During that time, aid was provided mostly in the form
of grant by the United States. Although the aid helped in facilitating the reconstruc-
tion of country after the Korean War, most of it was program or relief aid, which did
little to promote long-term development [17; 25]. Aid to Korea peaked in 1957 and then
began to decline sharply. Also, the grants were increasingly replaced with the loans (see
table 1). In 1960 Korea’s GNP per capita was a mere 79 dollars. The country was literally
a vortex of rampant poverty and despair. After president Park Chung-Hee came into
power in 1961, he announced the Five-Year Economic Development Plans which began
in 1962 and ended in 1986.

However, as the aid fell significantly, the Korean government faced a serious dep-
letion of foreign capital that it needed desperately for the newly launched export-oriented
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development strategy. The Five-Year Economic Development Plans were long-term de-
velopment goals with midterm strategies for the resources allocation for productive in-
vestment especially in the export sector. Therefore, the Korean government diversified
its foreign capital sources including concessional loans from bilateral donors, particularly
Japan, and multilateral donors including World Bank and Asian Development Bank.
In addition, non-concessional commercial loans and foreign direct investments were
strongly mobilized to finance the export-led industrialization of Korea. It is important
to note that the Korean government prioritized the allocation of concessional loans to
economic infrastructure building in order to promote the rapid industrialization. Korea’s
experiences with foreign aid invested in hardware economic infrastructure, especially
the loan-based economic development strategies during the development era of 1960s
and 1970s, became a core element of Korea’s ODA policy and strategy as a donor. Korea
graduated from the aid recipient status in 1995 when the World Bank excluded Korea
from its lending list. And in 2000 Korea exited out of the OECD DAC list of aid recipient
countries. “As such, Korea was finally able to make a transition from an aid-receiving
country to an emerging aid-donor country” [28].

Table 1
History of Korea’s ODA: Changing Nature of Assistance
Year Purpos- Forms Sectors and Com- | Reliance on Major
es/Needs and Modalities positions Assistance Donors
1945—1952 -Short-runre- | — Grant (100%) — Education — Only foreign | US
Korean War lief — Relief goods — Land Reform savings
— Consumer goods
1953—1961 — Defense — Grants — Agriculture — Heavily de- us
Seungman Rhee | — Stability (98.5%) — Non-project aid pendenton | UN
Administration — Rehabilita- — Commodities — Military aid aid
tion — Technical co- — Consumer & in-
operation termediate
goods
1962—1975 — Transition — Concessional —SO0C — Diminution us
Chung-hee Park | — Long-term loans (70%) — Import substitut- of the abso- | Japan
Administration growth — Technical coo- ing & export- lute & the
peration oriented large in- relative im-
— Volunteers dustry portance of
— Project assis- assistance
tance
— Intermediate &
capital goods
1976—1996 — Balance — Non-conces- — Sector loans — Removal Japan
Doo-wan Chun, b/w stability sional financ- fromthe IDA | Germany
Tae-woo Roh and growth ing lending list IFIs
Administrations
1997—2000 — Financial — Bailout pack- — Structural read- — Graduation | IMF
Young-sam Kim, crisis ages from the justment pro- from the IBRD
Dae-jung Kim IMF grams ODA reci-
Administrations pients

Source: [5].

Korea, no longer a recipient country, has proactively participated in international
development cooperation agenda and activities. In January 2010 Korea joined the OECD
DAC as the 24™ member country. In the same year Korea hosted the G20 Summit. As
the only G20 country that has transformed from a recipient to a DAC member since
World War II, Korea initiated the G20 development agenda resulting in the declara-
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tion of the Seoul Development Consensus for Shared Growth. Also Korea strived to serve
“as a bridge between DAC members and the BRICs countries (Brazil, Russia, India,
China and South Africa). Korea’s interventions have consistently ensured support
from the BRICs for the governance structure and global monitoring framework for
the Global Partnership for Effective Development Cooperation” [20. P. 24]. In 2011
Korea hosted another important international conference, the Forth High Level Forum
on Aid Effectiveness (HLF4) in Busan.

Korea’s history as an aid donor dates back to 1963 when it provided a US-funded
training program for public officials from developing countries. In 1965 Korea offered
a training program with its own fund for the first time and dispatched experts to develop-
ing countries in 1976. Until the mid-1970s, Korea’s ODA projects were mostly funded
by donors, but as the Korean economy grew, the Korean government began to expand
the ODA with its own fund. For example, in 1977 the government provided equipment
(USD 1.1 million) to developing countries. Also in the same year, education program
on Korea’s development experience was provided to government officials from develop-
ing countries [21].

A significant step for Korea as a donor was the establishment of the Economic
Development Cooperation Fund (EDCF) in 1987. The government set aside the fund
to provide bilateral and multilateral concessional loans under the supervision of the Min-
istry of Strategy and Finance (MOSF), and entrusted the Export-Import Bank of Korea
(Korea Eximbank) as the implementing agency (Figure 1). The purpose of EDCEF is “pro-
moting economic cooperation between Korea and developing countries. Drawing on
Korea’s own development experience over the years, the EDCF assists partner countries
by providing funding for their industrial development and economic stability” [28].

Types of Implementing Authorities
Cooperation Organization Concerned
Grant aid & Ministry of
Grants 1  Technical KOICA ——| Foreign Affairs
Cooperation & Trade
— Bilateral aid
. Ministry of
Loans | EDCF Loans Korea Exim 1 ¢ ooy &
ODA Bank Finance
Multilateral Contributions Ministry of
il id to Int'l Foreign Affairs
al Organizations & Trade
Subscriptions Ministry of
to Int'l Strategy &
Organizations Finance

Figure 1. Korea’s ODA System
Source: http://www.koica.go.kr

To manage and implement the grant aid the Korean government established the
Korea International Cooperation Agency (KOICA) in 1991. The KOICA operates the fol-
lowing programs under the supervision of the Ministry of Foreign Affairs and Trade
(MOFAT): a) invitation of trainees; (b) dispatch of experts and volunteers; (c) research
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for development studies; (d) emergency and distress relief activities; and (e) provision of
commodities, capital, and facilities (http://www.koica.go.kr). The purposes of KOICA
are “ramp up its efforts to upgrade its ODA programs based on Korea’s development
experience and technological capacity to tackle global challenges and promote the
better image of Korea” (Italic added by the author; http://www .koica.go.kr).

The MOFS and MOFAT account for about 90% of Korea’s total ODA through the
implementing agencies (Eximbank and KOICA). About 10% of ODA are implemented
by the rest Ministries and agencies. Although the organizations are split by loans and
grants, the main purposes are same: (1) ODA must be based on Korea’s development
experience; (2) ODA is to promote good relations between Korea and developing coun-
tries. But the approaches to the purposes are different. The Ministry of Strategy and
Finance, with a strong belief and confidence in Korea’s loan-based industrialization,
promotes economic cooperation. On the other hand, the Ministry of Foreign Affairs and
Trade emphasizes “a better image of Korea” in the global community by following the
DAC norms and principles.

ODA Volume and Allocation

The increase of Korea’s ODA over the past two decades is impressive. In 1991 Ko-
rea provided a total of USD 150 million and the amount increased more than ten times
(USD 1.74 billion) in 2013 (Figure 2). As mentioned elsewhere in this paper, in terms of
ODA volume, Korea is the 16™ largest donor among the 28 DAC member countries.
The ODA volume does not include the aid to North Korea. South Korea has provided
a significant amount of aid to North Korea, mostly for the purpose of humanitarian
assistance, although the aid amount is greatly affected by the political ideology of ruling
government (i.e., conservative or liberal). The aid to North Korea is not verified as ODA
by DAC definition, because from the point of South Korea, the aid to North Korea is
regarded as an intra-nation (i.e., within one country) flow of fund not an inter-national
or government to government transfer of fund. The ODA/GNI ratio has steadily increased
as well, but it is still very low compared to the other DAC countries. To achieve the
0.25% target, “Korea will need to increase its aid by an average annual rate of 25% for
the years 2012, 2013, 2014 and 2015 ... a steeper trajectory for these years than the Ko-
rean government envisaged in 2009 [20. P. 46]. In terms of bilateral/multilateral ratio,
Korea’s target to match with DAC average (70 : 30) is yet to be achieved (Table 2). The
DAC average of grants allocation was 97.2% (loans: 2.7%) in 2012. For Korea, the grants
accounted for 65% and loans 35%, which received much criticism from the DAC [21].
Figure 2 compares the allocation of EDCF and KOICA by sector. The concessional loans
are heavily allocated in hardware economic infrastructure by EDCF and grants are in
software social sector by KOICA.

While Kora’s bilateral ODA is provided to more than 50 countries, it is concentrated
on a small number of recipient countries. For example, “in 2009/10 Korea’s top 10 reci-
pients accounted for 49% of its bilateral aid and its top 20 recipients received 68%, com-
pared to the DAC averages of 39% and 52% respectively” (OECD DAC 2014, p. 49).
According to the Korea’s Midterm ODA Policy announced in 2010, the Korean gov-
ernment plans to allocate 70% of bilateral aid to 26 priority partner countries (11 Asia;
1 Oceania; 8 Africa; 4 South America, 2 Middle East and CIS). By income level, the Ko-
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rean government has increased its ODA to low income countries and high-indebted
countries in the past five years. In 2012, Korea provided 40.6% of Korea’s bilateral ODA

to lower-income countries, 35.2% to least-developed countries, and 8.4% to upper-middle
income countries [21].

Table 2
Korea’s ODA: 2006-2013
(Net disbursement; USD million)

Year

2006 2007 2008 2009 2010 2011 2012 2013
ODA(A+B) 455.25 696.11 802.34 816.04 | 1173.79 | 1328.49 | 1,597.5 1,744
Bilateral aid 376.06 490.52 539.22 581.1 900.63 993.47 1,183.2 1,299
(A) (83%) (70%) (67%) (71%) (77%) (75%) (74%) (74%)
— Grants 258.95 359.33 368.67 366.97 573.89 578.93 714.9 800

(69%) (73%) (68%) (63%) (64%) (58%) (60%) (62%)
— Loans 117.11 132.19 170.56 214.13 326.74 414.55 468.3 499

(31%) (27%) (32%) (837%) (36%) (42%) (40%) (38%)
Multilateral aid 79.19 205.59 263.12 234.94 273.15 335.02 414.3 445
(B) (17%) (30%) (33%) (29%) (23%) (25%) (26%) (26%)
ODA/GNI (%) 0.05 0.07 0.09 0.1 0.12 0.12 0.14 0.13

Source: Constructed based on data from KOICA, EDCF and Prime Minister’s Office

Education

Health

Gov't & Civil society
Transport & storage
Communication

Energy

Water supply & sanitation
Environment

Agriculture, forestry, fishing
Other

0,0% 5,0% 10,0% 15,0% 20,0% 25,0% 30,0% 35,0%
BEDCF BKOICA

Figure 2. Korea’s ODA by Sector (2013)

Source: Constructed based on 2013 KOICA Aid Statics;
2013 EDCF Aid Statics

Korea’s ODA Framework Act for International
Development Assistance

A critical threshold of Korea’s ODA policy is the Framework Act for International
Development (Framework Act) adopted in 2010. The Presidential Decree on Interna-
tional Development Cooperation was also promulgated to put the Framework Act into
effect. The Framework provides the legal basis and defines basic principles of Korea’s
international development cooperation.
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The Framework Act provides guidance on Korea’s ODA policy and strategies by
mandating three things: Strategic Plan, Midterm ODA policy, and Integrated ODA sys-
tem. Figure 3 shows the Korea’s development cooperation framework.

(1) Strategic Plan: In 2010, the CIDC (Commission on International Development
Cooperation), which is the highest decision-making body for ODA policy, agreed on the
Strategic Plan as the basic framework for Korea’s ODA policy. It says, Korea “takes re-
sponsibility as a member of the DAC, fulfils its commitment to scaling up ODA volume
and strengthen integrated ODA system”. This is what Korea is advised to do by the DAC.

(2) Midterm ODA Policy: This is an action plan for upcoming five years that speci-
fies Korea’s ODA policy directions including targets of ODA volume, bilateral/multi-
lateral disbursement, aid allocation by region, income level, grant/loan ratio, tied/untied
aid, and so forth.

(3) Integrated ODA system: One of the key reforms by the Framework Act is the
strengthened role of the CIDC (Commission on International Development Cooperation).
The CIDC is a coordinating and decision-making body on major ODA policies with the
Prime Minister as the chairman. The CIDC was established in 2006, but had been rela-
tively inactive until 2010 when the Framework Act was enacted.

-//Legislative Framework\“-
Framework Act on
Internaticnal 1 Reduce poverty in developing countries
Development 2. Improve the human rights of women and
Cooperation 2010 children and achieve gender equality

Basic Realize sustainable development and
humanitarianism

3
Prasidential Decree 4. Promote co-operative economic relations
5

on International with developing country pariners

Development —— P
Caooperation 2010 | Fursue peace and prosperity in the

international community

Mid-term ODA policy
for 20111015

(MOFAT) i/
rd ™

Country Level

- —)/'.- + -~
Strategy Multilateral ODA

Strategic Plan for ultilateral development
Intemational ,-l/7—-q, banks, UM system and ‘___
DevEIn_menl ."/ Mid-term ODA pOliCy \". other mulfilateral :
Cooperation 2010 for 2011-2015 agencies H
-
. Iy .. H
-
-

Mid-term ODA policy
for 2011-2015 :

202020

Concessional Country Parinership
Loans/ Multilateral Strategies for 26 Priority ‘___
aid to MDBs (MOSF) | Fartnar Countries.

Y,
M,

M
I: Community for International Development Co-operation (CIDC)
(Prime Minister's Office, PMO)

W

N
Inter-agency grants Inter-agency EDCF
committee committee
Ministry of Foreign Affairs|.......... [ Ministry of Strategy and |........ceeesreeessseaenes :
and Trade Finance

Figure 3. Korea’s development co-operation framework
Source: OECD. 2012. DAC Peer Review of Korea 2012.
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Conclusion

This paper reviews Korea’s transformation from an aid recipient to a donor. By
doing so, it shows that the core purpose of Korea’s ODA is to promote Korean ODA
model based on Korea’s development experience. However, different interest and mo-
tivation of the Ministries (i.e, MOSF and MOFAT) allow a continued fragmentation
of ODA practice as to grants and loans despite other noticeable strides in ODA policy.
Furthermore, a fundamental question is “what the Korean ODA model is”, or more
precisely “what the Korean development experience-based ODA model means”. Does it
mean that Korea’s particular development context must be the basis of ODA policy?
Then, how will the DAC principles and norms be integrated into the Korean ODA
model? These questions have hardly been discussed in Korea’s ODA policy. To play
a leading role in the international development cooperation, Korea must have a better and
clear definition of Korean ODA model. I leave the topic for future research.
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3BOJIIOLUA KOPENCKON NOJINTUKU
ODULIAJIbBHOU MOMOLLIU B LIENIAX PASBUTUA

Oun Mu JInm

Beiciast mkosa MexIyHapoJHbIX UCCIICI0BAHUIT
Kenckuit ynusepcurer lxsa
Coosmyn-ey, Ceyn, Pecnyonuxa Kopes, 120750

C momenTa BetymieHus B Komuter conevictBus pasutiio (KCP) O3CP B 2010 r. Pecry6muka
Kopes npeanpunsna HeMano yCUIHiA, YToObI IOBBICUTH CBOIO POJIb B 007aCTU MEXIyHAPOIHOIO COTPYA-
HHUYECTBA B IIEJIAX PasBHUTHA. B cTaThe aHAIM3MPYETCs 3BOJIOIMS KOPEHCKOW MONMUTHKH OQHITHAIBEHON
nomony B nensx passutus (OIIP), paccmatpuBaercs, kakum o6pazoM omnbIT Kopeu B obnactu coneict-
BUSI Pa3BUTHIO B Ka4eCTBE PelleNMeHTa MoMomH U ee npucoemnHenne k KCP gopmuposamm momntuxy
u ctpaternu OITP. PaznnuHble HHTEpECH M MOTHBAIMK MUHNCTEPCTBA CTpaTeTHH U (PMHAHCOB ¥ MUHH-
CTepCTBa MHOCTPAHHBIX J€J M TOProBIM CHJIBHO BIMAIOT Ha Kopeickyto moiautuky OIIP. Kopeiickoe
TIPaBUTEIIECTBO B35UIO Ha ce0sI 00513aTEIECTBO «HABOIUTH MOCTBDY MEXTy Pa3BUTHIMU U Pa3BHBAFOIIIIMUCS
CTpaHaMH, NPEeUIOKUB «Koperckyto Moaenb OITP». Tem He mMenee uHTerpanys npuHLHnoB 1 Hopm KCP
B Kopelickyto Moziens OIIP ocTaeTcs BHI30BOM.

KiroueBble ciioBa: KOpCH, noymtrka OITP , paclIpeaCICHUC ITOMOIIH, MSKIYHAPOAHOC COTPYAHU-
YCCTBO B LCIIAX pa3BUTHAA, Komuret COJICUCTBUS Pa3BUTHUIO, JOHOPBI, pCIUITUCHTEI.
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