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1. Introduction: From a Recipient to a Donor Country 

In the wake of the devastating 1950 Korean War, Korea was one of the poorest 
countries in the world. During these hard and desperate times, the Korean people could 
barely survive without foreign aid. This aid was provided mainly in the form of 
commodities such as food, clothing, medicine, and raw materials. Foreign assistance 
was also used as the main source of financing the nation’s deficit throughout the 1950s 
and early 1960s. Between 1945 and the early 1990s, Korea received a total assistance of 
12.69 billion USD from the international community. The effective use of the enormous 
amount of foreign aid was crucial to Korea’s sustained economic growth.1 

In other words, Korea owes much of its economic success during the past four 
decades to the assistance and support of the international community. Its economy now 
ranks among the middle-level OECD countries as the world’s 15th economy in terms of 
GDP2. Korea has successfully transformed itself from an aid recipient to an emerging 
donor through a rapid economic development with outstanding economic and social 
performances. As a former beneficiary of development cooperation, Korea now 
acknowledges that its effort to extend ODA is to reciprocate what it had received from 
the international community. 

Currently, most of Korea’s official development assistance (ODA) is 
concentrated in the Asian region. In 2006, 60.5% of bilateral ODA was disbursed to 
Asia and 24.2% of bilateral grant aid to Southeast Asia. In particular, Korea has 
maintained close economic and diplomatic relationships with the Association of 
Southeast Asian Nations (ASEAN), as one of the Korea’s important trade and 
investment partners. Thus, there are undoubtedly common interests and potentials for 
further cooperation between Korea and ASEAN. Since the 1997 financial crisis, Korea 
and ASEAN have launched a number of different regional initiatives, such as ASEAN-
Korea FTA and ASEAN plus three. In addition, Korea has shared its experience of 
economic development with ASEAN members and made efforts to lessen the 
development gap among Southeast Asian countries.  

This paper aims to enhance the understanding of Korean ODA’s role in 
Southeast Asia by reviewing its trends and exploring the opportunities and challenges in 
Southeast Asia. It will first provide an overview of Korea’s ODA policy towards 
ASEAN and identify the main features of the recent development program. This paper 
will then evaluate the performance of the policy and address its future challenges. 

                                                 
1 http://www.odakorea.go.kr/ 
2 http://www.hankyung.com/news/app/newsview.php?aid=2010070797238&sid=010103&nid=002&type 

=0 
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Lastly, the paper will make suggestions for the development cooperation strategy to 
promote further cooperation between ASEAN and Korea.  

2. Current Status of Korea’s ODA 

2.1.  History of Korea’s ODA 

The history of Korea's donorship dates back to the mid-1960s. Korea’s first 
official development assistance started in mid 1960s when trainees from developing 
countries were invited to provide technical trainings. However, Korea’s independent 
contribution to international development is a recent phenomenon.  

A full-fledged ODA took place in the late 1980s when the two main government 
bodies were established. The Economic Development Cooperation Fund (EDCF) was 
founded in 1987 to offer concessional loans to developing countries, and the operation 
and management of the EDCF has been entrusted to The Export-Import Bank of Korea 
(Eximbank) by the Ministry of Finance and Economy (MOFE). In April 1991, the 
Korea International Cooperation Agency (KOICA) was established under the Ministry 
of Foreign Affairs to provide grants and technical cooperation programs to developing 
countries. With the foundation of the Economic Development Cooperation Fund 
(EDCF) and the Korea International Cooperation Agency (KOICA), the Korean 
government established a regular assistance system for a more efficient and effective 
operation of its ODA.3 

2.2.  Korea’s ODA Volume and Allocation  

Korea’s ODA consists of three types of aid: 1) bilateral grants, 2) bilateral loans, 
and 3) multilateral assistance. Bilateral grant aid comprises of technical cooperation and 
various types of transfers (made in cash, goods, or services) with no obligation for 
repayment. Bilateral loans, on the other hand, are provided on concessional terms under 
the name of the Economic Development Cooperation Fund (EDCF). Lastly, multilateral 
assistance is delivered either as financial subscriptions or (grant) contributions to 
international organizations. 

The total volume of Korea’s ODA between 1987 and 2008 was 5.7 billion USD. 
Korea’s development assistance has been steadily growing and it recorded USD423.3 
million in 2004, jumping from US$100 million in early 1990s. In 2005, Korea’s net 
ODA disbursement increased by 212% compared to the 2004 level, reaching US$752.3 
million as a result of a strong growth with multilateral assistance. Between 2000 and 
2008, the volume of Korea’s ODA increased by 378.3%, and the volume of bilateral 
aid, in particular, surged by 410.9%. In 2008, the estimated volume of Korea’s ODA 
amounted to 802.34 million USD, which constitutes 0.09% of the GNI or a 14.8% 
increase compared with 2007. On the grant aid side, the estimated total volume between 
1991 and 2008 reached 2,191 million USD. 

The Korean government has made a commitment to scale up its ODA by setting 
up the specific target ratio of Korea’s ODA/GNI by 0.15% in 2012 and by 0.25% in 
2015. This means that Korea needs to triple the ODA/GNI ratio from 0.09% of 2008 to 
0.25% by 2015. Despite the challenges posed by the raging economic crisis, the Korean 
government reaffirmed its commitment to stay the course of increasing ODA.4 
                                                 
3 http://www.odakorea.go.kr/ 
4 Kim & Lee(2009), p. 69. 
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Table 1. Official development assistance provided by Korea (1987-2008) 

(Unit: million USD, %) 

 ’87 ’95 ’98 ’00 ’01 ’04 ’05 ’06 ’07 ’08 

ODA total 23.5 116.0 182.7 212.1 264.7 423.3 752.3 455.3 699.1 802.3 

· Bilateral 1.4 71.5 124.7 131.2 171.5 330.8 463.3 376.1 493.5 539.2 

- Grant 1.4 50.1 37.2 47.8 53.0 212.1 318.0 259.0 361.3 368.7 

- Loan  
(EDCF) 

- 21.4 87.5 83.4 118.6 118.7 145.3 117.1 132.2 170.6 

· Multilateral 22.1 44.5 58 80.9 93.1 92.6 289.0 79.2 205.6 263.1 

ODA/GNI(%) 0.018 0.026 0.058 0.047 0.063 0.062 0.096 0.051 0.07 0.09 

Source: MOFE (2009); http://www.koica.go.kr/english/koica/oda/volume/index.html 

 

Bilateral assistance accounted for 67.2% of total ODA amounting to USD 539.2 
million in 2008. The grants portion was only 30% during the 1995~2000 period but the 
figure sharply rose to 60% in 2004. Bilateral loan program executed by EDCF 
amounting to USD170.6 million in 2008 has also facilitated the development of 
economic and social infrastructure in developing countries. 

Most of the grant has been committed by the KOICA. The KOICA’s grant aid 
programs include the following: (a) invitation of trainees; (b) dispatch of experts and 
volunteers; (c) research for development studies; (d) emergency and distress relief 
activities; and (e) provision of commodities, capital, and facilities. Among bilateral 
grants, project aid and program aid accounted for the largest share at 60% in 2005. 
Technical cooperation (TC) followed this with a slightly lower share of 21%, yet played 
a very critical role. TC program mainly involves human resources development with 
such programs as the invitation of trainees and the dispatch of experts. 

2.3 Geographical Distribution 

About 130 countries receive ODA from the Korean government each year. In 
2006, a major share of bilateral assistance was channeled to the Asian region (61.6%) 
including Southeast Asia followed by Africa (12.8%) and Latin America (6.6%).  

At country level, Iraq received 15.2% of the bilateral ODA in 2006 and 54.2% of 
the resource headed to the top ten recipients including Indonesia, Cambodia, Vietnam, 
Laos (See table 3). By income group, 38.5% of the bilateral assistance went to countries 
with a GNI per capita less than US$825. Specifically, the Least Developed Countries 
(LDCs) received 24.5% of the total bilateral assistance and the assistance to low middle 
income countries with GNI per capita of less than US$3,255 took a 49.9% share in 2006 
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Table 2. Geographical Distribution of Bilateral Assistance (Gross Disbursement) 

(Unit: USD million, %) 
 

 2000 2001 2002 2003 2004 2005 2006 

Africa 25.86 7.11 8.36 20.92 29.85 42.41 51.33 

Asia 84.25 130.30 169.37 202.63 272.39 388.89 247.20 

Latin America 12.23 13.81 9.45 11.78 15.54 20.53 26.66 

Oceania 2.20 4.53 1.52 5.31 0.90 1.07 1.76 

Europe 1.04 14.26 19.54 3.71 7.71 4.04 31.92 

Bilat. Unallocated 9.40 11.03 10.40 14.66 21.55 25.64 42.50 

Bilateral, total 134.98 181.02 218.63 259.02 347.93 482.57 401.37 

Source: MOFAT (2006); http://www.odakorea.go.kr/  

 

Table 3. Top 10 Recipients of Bilateral ODA (Gross disbursement) 

(Unit: million USD) 

2000 2001 2002 2003 2004 2005 2006 

Uzbekistan 18.49 Viet Nam 39.08 China 28.34 Iraq 40.57 Iraq 72.15 Iraq 
 

149.54 
Iraq 57.09

Viet Nam 16.03 Indonesia 23.14 Viet Nam 23.59 Indonesia 30.17 Viet Nam 34.44 Sri Lanka 33.21 Sri Lanka 26.99

China 14.62 China 17.59 Cambodia 22.71 Afghanistan 21.12 China 28.02 Bangladesh 32.83 Bangladesh 22.51

Tunisia 12.02 Uzbekistan 16.27 Croatia 18.90 Sri Lanka 19.92 Cambodia 23.88 Yemen 24.10 Indonesia 21.37

Sri Lanka 10.84 Croatia 13.32 Mongolia 16.69 China 19.06 Bangladesh 23.78 China 22.82 Albania 16.94

Top 5 
recipients 

72.00 
Top 5 

recipients 
109.40

Top 5 
recipients 

110.23
Top 5 

recipients 
130.84

Top 5 
recipients

182.28
Top 5 

recipients 
262.50 

Top 5 
recipients

144.90

Angola 8.61 Sri Lanka 12.18 Indonesia 14.67 Viet Nam 13.71 Afghanistan 21.54 Indonesia 19.29 Kenya 16.25

Panama 8.09 Panama 10.46 Sri Lanka 13.57 Ghana 12.38 Indonesia 18.60 Viet Nam 18.69 Cambodia 13.83

Bangladesh 6.42 Pakistan 4.43 Kazakhstan 10.91 Cambodia 10.76 Ghana 15.22 Cambodia 17.77 Viet Nam 13.72

Indonesia 3.87 Philippines 4.24 Myanmar 7.45 Bangladesh 10.58 Philippines 9.35 Ghana 13.70 Laos 13.55

Philippines 3.28 
Papua New 

Guinea 
4.00 Philippines 7.41 Myanmar 7.54 Sri Lanka 8.26 Kenya 11.65 China 13.47

Top 10 
recipients 

102.27
Top 10 

recipients 
144.71

Top 10 
recipients 

164.24
Top 10 

recipients 
185.81

Top 10 
recipients

255.25
Top 10 

recipients 
343.60 

Top 10 
recipients

215.72

Bilateral, 
total 

134.98
Bilateral, 

total 
181.02

Bilateral, 
total 

218.63
Bilateral, 

total 
259.02

Bilateral, 
total 

347.93
Bilateral, 

total 
482.57 

Bilateral, 
total 

401.37

Source: MOFE (2006) 
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2.4. The Recent Development of Korea’s ODA policy 

Korean government prepared a general ODA improvement plan in December 
2005 which presents Korea’s ten-year ODA vision and a blue-print for the management 
system reform. The plan contains three objectives: to contribute to poverty eradication; 
to support sustainable development of developing countries; and to promote Koreas’ 
advancement to developing countries. The plan is specifically focused on establishing 
Korea’s own development cooperation model based on its development experience and 
comparative advantages. 

In March 2006, the International Development Cooperation Committee (IDCC) 
was established. Consisted of 15 ministers plus the president of KOICA, the president 
of Korea Eximbank in charge of EDCF, 6 civilian members and others, the Committee 
headed by the Prime Minister is playing a key role in coordinating Korea’s ODA policy. 
The government has also formulated a coordinated Country Assistance Strategy (CAS) 
including loans and grants for 18 countries on the principles of “focusing and 
concentration” for effective delivery of aid resources. As priority partners, 7 countries in 
Asia, 4 countries in Africa, 3 countries in Latin America and 2 countries each in the 
Middle East, Central Asia were selected. 

As shown in table 4, Vietnam, Indonesia, Philippines and Cambodia in Southeast 
Asia were selected as mid-term strategic partner countries. CAS formulated 
development assistance strategies by region and by country through a close analysis of 
the needs of the partner countries and the optimal assistance methods based on Korea’s 
comparative advantages.  
 

Table 4. Mid-term Strategic Partner Countries 

Region Country (total of 18 countries) 

Asia (7 countries) 
Vietnam, Indonesia, Philippines, 

Cambodia,  
Sri Lanka, Bangladesh, Pakistan 

Africa (4 countries) Egypt, Tanzania, Senegal, Angola 

Central and South America  
(3 countries) 

Guatemala, Peru, Colombia 

Middle East (2 countries) Iraq, Yemen 

Central Asia, Eastern Europe,  
and CIS (2 countries) 

Uzbekistan, Kazakhstan 

     Source : The Prime Minister Office, IDCC (2005). 
 

3. Main Features of Korea’s ODA in Southeast Asia 

3.1 Trends of Korea’s ODA in Southeast Asia 

Development concerns of the Southeast Asian countries are varied from poverty, 
health, environment, digital divide, energy to regional integration. A large share of 
Korea’s aid has been directed towards the ASEAN members to strengthen development 
cooperation as a top priority. In 1987-2006, ASEAN was the largest destination of 
Korea’s ODA in cumulative terms and USD1.13 billion was disbursed to the region. 
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At the 4th ASEAN Informal Summit held in 2000 in Singapore, ASEAN and 
Korea identified areas of information technology, human resource development, cultural 
exchanges, medical assistance and Mekong Basin development cooperation, as priority 
areas for the cooperation. Since then, ASEAN-Korea development cooperation has been 
expanded to cover the areas of trade, investment, tourism, science and technology, and 
environment.  

A number of ASEAN-Korea development cooperation projects have been 
implemented and supported by the ASEAN-Korea Special Cooperation Fund (SCF) and 
Future Oriented Cooperation Project (FOCP) Fund. From 2000 to 2004, 51 projects 
were implemented, 11 projects are ongoing, and 21 projects are pending. From 1990 to 
2003, Korea contributed about USD 17.7 million and USD 7 million to the SCF and 
FOCP, respectively. 

3.2 Korea’s Grant Aid to ASEAN Member Countries 

KOICA is responsible for administering the Korean government’s grant aid and 
the technical cooperation program. To design and implement effective aid programs, 
KOICA makes continued efforts to identify the needs of Southeast Asian partner 
countries, by holding policy dialogues with various stakeholders and/or conducting 
surveys through Korean embassies and 6 overseas offices of which are working in 
Cambodia, Laos, Indonesia, the Philippines, Thailand and Vietnam. 

 

Table 5. KOICA’s Grant Aids by Country (1999-2008) 
(Unit: Korean Won in millions) 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 

Brunei 19 56 13 21 32 24 20 0 4 5

Indonesia 2,263 2,243 2,503 3,465 3,115 7,492 9,531 16,865 10,893 10,518

Malaysia 122 293 165 107 165 138 125 39 24 56

Philippines 642 2,514 3,922 2,266 7,108 7,286 5,182 6,348 5,358 9,939

Singapore 5 0 0 0 0 0 0 0 6 3

Thailand 450 736 773 1,016 1,077 2,278 3,227 1,289 1,225 1,180

Cambodia 353 738 1,363 2,208 2,790 3,824 5,955 6,047 8,075 14,558

Laos PDR 353 711 878 1,775 2,418 3,868 2,170 4,054 6,567 9,393

Myanmar 554 826 841 1,970 1,741 2,341 3,490 2,670 1,489 6,800

Vietnam 7,367 5,499 6,214 5,888 4,189 11,205 9,515 7,523 11,060 11,061

Total 
(ASEAN10) 

12,128 13,616 16,672 18,716 22,635 38,456 39,215 44,835 44,701 63,513 

Percentage 
(%) 

26.88 26.55 23.91 24.09 15.30 18.90 18.22 24.25 17.80 20.78 

Note: * Percentage of KOICA’s Grant Aids budget 
Source: http://www.koica.go.kr/devaid/statistics/1217374_1727.html 
 



 

 27

Regarding the cooperation with Southeast Asian partners, KOICA administered 
KW 63,513 million or 20.78% of its Grant Aid budget in 2008, which is an increase of 
ca. 42% from KW 44,701 million in 2007. In 2006, most projects were concentrated in 
Southeast Asia, with Indonesia receiving the largest volume of assistance, followed by 
Vietnam, the Philippines and Cambodia.  

3.3. Korea’s Concessional Loan to ASEAN Member Countries  

Since its establishment in July 1987, the Korea Eximbank has been entrusted by 
the Ministry of Finance and Economy (MOFE) with the administration of the EDCF. 
MOFE formulates and draws up policies and institutions related to EDCF through the 
Fund Management Council and manages and supervises the EXIM’s execution of 
EDCF. Participating in the Policy making process on the concessional loan, MOFE—in 
charge of economic cooperation and international finance—makes strenuous efforts on 
the efficient utilization of ODA. Types of loan include Development Project Loan, 
Equipment Loan, Two-step Loan and Project Preparation Loan, with the first two 
making up the majority.  

Aid recipient countries are determined by the Minister of MOFE through the 
deliberation by the Fund Management Council in consideration of GNI per capita and 
the level of industrialization as defined by OECD/DAC. For both grant aid and 
concessional loans (EDCF), ASEAN members received more than a third of Korea’s 
official development assistance (ODA). As shown in Table 6, ASEAN members took a 
32.7% share of the soft loans in cumulative terms, amounting to US$ 897.1 million. For 
the Southeast Asian countries in the top 10 partners, EDCF spent 28.9% of its total 
project budget. 9.8% of the total budget was allocated to Indonesia.  

 

Table 6. EDCF to ASEAN members (1987-2006) 

Rank Country Case 
Amount 

(USD million,) 
Percentage* 

1  Indonesia  13  271.70  9.8  

3  Vietnam  10  227.96  8.1  

6  Cambodia  6  159.29  6.4  

7  Philippines  8  130.78  4.6  

12  Myanmar  6  84.70  2.9  

28  Laos  1  22.70  0.9  

 Total  44  897.13  32.7  
Note: * Percentage of EDCF’s total budget  
Source: EDCF Annual Report (in Korean)  
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4. Korea’s increasing Role of Poverty Reduction in Southeast Asia 

Korea is a prime example of a country that successfully overcame poverty in 
short periods through development assistance. Korea is ready to share its own 
experiences of poverty reduction with the developing countries in Southeast Asia. 
Korea’s development experience has been internationally recognized as a leading 
practice of good governance, the lack of which is the most critical impediment for the 
development of Southeast Asian countries.5 Korean ODA could thus facilitate the 
process to set up the enabling environment for the promotion of trade and foreign 
investment in Southeast Asian countries by assisting capacity building in areas such as 
economic policy, institution building, education, and training.  

Korea has already played an important role in capacity building and human 
resource development (HRD). The most effective method of assistance that an emerging 
donor with relatively limited resources can provide would be technical cooperation 
focused on knowledge transfer. HRD is considered to possess Korea’s comparative 
advantages. Support to developing countries in the area of HRD was provided through 
inviting trainees, dispatching experts and building vocational training centers. In 
addition, healthcare and education services were provided to fulfill basic human needs 
and offer a safety net to society members in need. Particularly, education is a crucial 
driving force for long-term development of poor countries in Southeast Asia to stretch 
its potential and build capacity in tackling imminent issues such as reducing poverty, 
industrial development, regional development and organizational efficiency of public 
offices. In this regard, Korea has been providing various technical cooperation projects 
such as building educational institutions, supplying equipments, developing teaching 
materials and curriculum and training teachers. 

Graph 1. KOICA’s Sectoral Priority in Asia (2006) 

 

Source: KOICA (2006). 
 

  

 

                                                 
5 See Park (2006), p. 161. 
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5. Conclusion: A Way Forward for Korea’s Development Cooperation in 
Southeast Asia 

 

Korea has a unique history of transformation—from a recipient to a donor 
country. In the course of its phenomenal economic development since 1945, Korea has 
successfully made a transition from a poor, aid-dependent country to a member of the 
OECD, a group of the advanced countries. In order to make greater contribution to the 
global poverty reduction and to promote greater harmonization of aid policies with other 
donor countries, Korea joined the OECD-DAC in 2010. 

As the world’s 15th largest economy, Korea has already become a larger net 
donor than the five DAC members in 2005, while ranking the 18th largest donor among 
the countries provided by the preliminary data to OECD. According to the DAC, Korea 
would become the world’s 14th largest donor if the Korean government reaches the 
target of 0.25% by 2015.6 If the DAC members meet their commitments to 0.7% of GNI 
by 2015, however, Korea’s ODA/GNI will be still far behind. In order to be comparable 
to other DAC members, Korea’s ODA budget needs a dramatic increase. 

From the qualitative aspect, Korea has a long way to go. About 80% of Korea’s 
bilateral aid is tied and the overall grant level is relatively low. This is the area in which 
Korea needs to show the greatest improvement as soon as possible in order to meet the 
international targets for development financing. Korea will need to gradually untie its 
aid while improving the financial terms of its assistance according to the 
recommendation from DAC.  

In addition, Korea provides relatively high proportion of bilateral loans 
compared to the DAC members. Loans are the most appropriate type of aid for 
emerging donors with insufficient financial resources for two reasons. First, since loans 
are a revolving fund, they can be provided to additional beneficiaries as long as they are 
repaid. Second, loan type aid may prevent moral hazards of the recipients. But even 
with these advantages of loans, Korea needs to increase the portion of grant aids 
especially to LDCs in the region.   

The Korean government is currently reviewing its ODA policy and practices in 
order to enhance its effectiveness and to cope with the challenges it will face as its ODA 
increases significantly in the coming years. The first step is to substantially reform the 
ODA management systems to improve aid effectiveness in Southeast Asia. 

Korea now realizes that it is their turn to give back and share its experiences and 
knowledge with ASEAN to contribute to the regional partnership for sustainable 
development. Korea needs to expand aid packages to promote regional cooperation with 
ASEAN, especially at a time when the process of ASEAN integration is moving 
forward. Korea’s regional cooperation with ASEAN will serve the mutual interests of 
Korea and ASEAN. 

 

 

                                                 
6 Roeskau (2006), p. 117. 
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