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The Institute for Global Dialogue is an independent South African non-government
organisation that provides policy analysis on the changing global environment and
its impact on South Africa for the benefit of government and civil society.

Core programmes

The activities of the Institute centre on four programme areas:

1. Africa Research

This programme aims to promote research and analysis with a view to enriching debates
and understandings about the development challenges which confront African countries,
both domestically and internationally.

2. Multilateral Analysis

This programme aims to analyse multilateral institutions as they influence global processes
of change with a view to understanding their impact on South Africa and the global South.

3. Foreign Policy Analysis

This programme aims to provide policy analysis and recommendations on South Africa’s
foreign relations to the South African government, parliament and civil society.

4, Southern Africa

This programme aims to analyse and promote an understanding of factors that advance or
hinder regional co-operation, sustainable development, and security in southern Africa.



OCCASIONAL PAPER NO 61

KOREA & SOUTH AFRICA:

Building a strategic partnership

Garth Shelton

Institute for Global Dialogue
Johannesburg, South Africa

July 2009



About the author

Garth Shelton is an Associate Professor of International Relations
at the University of the Witwatersrand.

Published in July 2009 by the:

Institute for Global Dialogue

IGD House, Thornhill Office Park

Bekker Street, Vorna Valley

Midrand, South Africa

PO Box 32571, Braamfontein 2017, South Africa

Tel 427113151299
Fax +27113152149

www.igd.org.za

All rights reserved. This publication may not be copied, stored, or transmitted
without the prior permission of the publisher. Short extracts may be quoted,
provided the source is fully acknowledged.

ISBN 978-1-920216-24-5

Produced by Acumen Publishing Solutions, Johannesburg
Printed by Lawprint, Johanneshurg



Table of contents

Acronyms and abbreviations
Introduction — the rise of East Asia

The Korean miracle

The Korean developmental state
Industrial policy

Korea's success factors

Innovation, education, and management
North Korea — economic stagnation

The Six-Party Talks and denuclearisation
The question of verification

Kim Jong II's successor?

Korean unification?

South Korea, the world and Africa

The Korea—Africa Forum

Korea and South Africa

(rafting a strategic partnership
Suggested plan for enhanced Korea—South Africa relations
Conclusion — partners in development

Endnotes

Appendix A: Seoul Declaration, November 2006
Appendix B: Korea’s initiative for Africa’s development

Appendix C: Together we shall open a road to advancement

12
14
16
17
20
22
24
26
30
36
40
42
42
45

52
53
55



Acronyms and abbreviations

AfDB
ASEAN
CSIR
DPRK
EPB
EU

FDI
FTA
G20
GDP
GNI
GNP
ICT
IGD
IMF

IT

KDI
KEPCO
KIEP
KOAFEC
KOSEF
Kt
LDCs
LNG
MDGs
MOU
Mt
NDC
NEPAD
NGO
NPT
NRF
ODA
ODA
OECD
ONTA
OPC
PCB
PGA
PKOs
PPP
ROK
RSA
SADC

t

UN
UNIDO
UNWTO ST-EP

WEP

African Development Bank

Association of South East Asian Nations
Council for Scientific and Industrial Research
Democratic People’s Republic of Korea
Economic Planning Board

European Union

foreign direct investment

free trade area

group of 20 countries

gross domestic product

gross national income

gross national product

information and communication technology
Institute for Global Dialogue

International Monetary Fund

information technology

Korea Development Institute

Korea Electric Power Corporation

Korea Institute for International Economic Policy
Korea—Africa Economic Conference

Korea Science and Engineering Foundation
kiloton

least developed countries

liquefied natural gas

Millennium Development Goals
memorandum of understanding

megaton

National Defence Commission

New Partnership for Africa’s Development
non-governmental organisation

Nuclear Non-Proliferation Treaty

National Research Foundation

official development assistance

overseas development assistance
Organisation for Economic Co-operation and Development
Office of National Tax Administration
Office of Planning and Co-ordination
printed circuit boards
poly-gamma-glutamate

peace-keeping operations

purchasing power parity

Republic of Korea

Republic of South Africa

Southern African Development Community
ton

United Nations

UN Industrial Development Organisation
United Nations World Trade Organisation Sustainable
Tourism-Eliminating Poverty

wired equivalent privacy



Introduction — the rise of East Asia

Asia’s rapid rise, led initially by Japan and the so-called ‘Asian Tigers’, is now being led
by a rising China, with India close behind. This process of rapid wealth creation in the
East is altering the global political and economic landscape. Asia’s share of world gross
domestic product (GDP) (measured in purchasing power parity [PPP]) now surpasses
those of the United States and the EU combined. At the same time, Asia is now the
world’s fastest growing region, accounting for almost 50 per cent of global economic
growth annually. By 2025, Asia is likely to be home to three of the world’s five largest
economies.! South Korea (Republic of Korea — ROK) is one of the Asian Tigers, and a key
Asian economy which, from being one of the poorest countries in the world in 1950, has
become the fourth largest in Asia and the 11th largest globally.? South Korea is widely
regarded as one of the world’s most dynamic and successful economies, which at times
has grown faster than any other post-World War 2 economy.® The ROK’s transformation
from a weak agrarian society to a prosperous and wealthy developed economy in less
than 40 years is widely known as the ‘Miracle on the Han River’*

In an era of global financial crisis and shrinking economies, it has become more
urgent and more important for South Africa’s foreign policy to focus on international
engagements that produce clearly defined commercial advantage in the national inter-
est. Thus South Africa’s post-Mbeki foreign policy should concentrate on an economic
strategic pragmatism, which would refocus foreign policy on assisting economic growth
and poverty reduction at home, while crafting the framework for South Africa’s long
term economic prosperity. The ‘African agenda’ and a commitment to the African Ren-
aissance should remain the ideological policy driver, but should be complemented by
a second level of international engagement, providing for a new, concentrated form of
economic diplomacy.

A pragmatic engagement with the international community, based on an economic
focus, would be intended to boost South Africa’s trade and investment profile and pro-
vide new economic opportunity. Given the rise of Asia, such a policy would naturally
have a strong ‘look East’ component, but would not be limited to constructive engage-
ment with one particular region. To identify and promote comparative advantage,
South Africa should seek economic strategic engagement with all key global integration
frameworks and free trade agreement (FTA) sub-systems. South Africa has been slow
to engage the East effectively, and take advantage of the dynamism which the Asian
Tigers and China provide in an era of increased globalisation. An increased effort to
understand better the positive synergies of strengthened political and commercial rela-
tionships with East Asia offers a rich agenda for new opportunity. This study attempts
to open the window on Korea (both South and North) a little wider to offer an incen-
tive for South Africa’s increased engagement.® It is hoped that more comprehensive
and detailed studies will follow in order to provide a solid intellectual foundation for

expanded engagement.
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This paper focuses on four central themes in the evolving Korea—South Africa rela-
tionship. Firstly, South Korea’s economic development, with an emphasis on the Korean
‘developmental state’, is examined with a view to identifying processes and policies
which could inform South Africa’s own development activities. Secondly, North Korea’s
denuclearisation process is investigated and prospects for Korean unity discussed.
Thirdly, South Korea’s African engagement is discussed, providing the framework for
an analysis of Korea—South Africa relations. Lastly, South Korea—South Africa relations
are investigated with a view to identifying and encouraging positive trends. It is argued
that the ROK provides an ideal high-tech partner to assist South Africa in its own eco-
nomic development, and could facilitate a positive and constructive engagement with
the whole East Asian region. A framework for building a strategic partnership with

Korea is proposed and the prospects for improved relations outlined.

The Korean miracle

A process of state led industrialisation, initiated in the early 1960s, has made the ROK
one of the world’s leading exporters, and created a prosperous society with high levels
of economic freedom, one of the highest living standards in the world, and a higher
life expectancy than that of the United States. South Korea is one of the world’s biggest
exporters, and is an acknowledged world leader in electronics, merchant ship build-
ing, automobiles, petrochemicals, and robotics. The ROK’s high-tech and innovative
economy has produced more patents than most advanced industrialised nations. South
Korea is now the world’s largest ship builder and one of the world’s biggest steel produc-
ers. It is a major exporter of goods and services throughout the world and ranks as the
United States’ seventh largest trading partner. Many Korean corporations, such as Sam-
sung, Hyundai-Kia, LG and SK, dominate key sectors of the global economy. Samsung
itself has an annual turnover larger than the GDP of Argentina. In 2007, the Hyundai
Kia group produced more automobiles than Mercedes-Benz and BMW combined, while
LG is now one of the largest technology corporations in the world. Despite the global
financial crisis, the ROK retains significant foreign reserves and is well positioned to
maintain a significant economic growth rate, with forecasts suggesting that it will be
one of the world’s top five economies by 2035.

Japan’s defeat in World War 2 ended Japanese colonial rule in Korea and opened
the way for the establishment of a modern state.® In terms of a UN arrangement, South
and North Korea were divided at the 38th parallel, with a United States administration
in the south and Soviet control in the north. Cold War animosity prevented a United
States—Soviet agreement for unifying Korea, leading to the establishment of two sepa-
rate governments in 1948, with each claiming to be the legitimate authority in both
South and North Korea. Korea became the victim of Cold War ideological differences
when the Korean War erupted on 25 June 1950. But, as Bruce Cumings points out, ‘the

Korean war itself solved nothing except to make another war an impossible route to
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reunification’.” Moreover, the war undermined economic development in both the south
and the north, and has left the country divided ever since.®

South Korea’s political evolution since the Korean War has been characterised by
variations among autocratic rule, democratic reform, and strongly democratic insti-
tutions. Nevertheless, South Korea has evolved into a vibrant and open democracy
with broad freedoms for its population.® The impressive political evolution has been
accompanied by an ‘economic miracle’ which transformed South Korea from one of the
poorest countries in the world, to one of the wealthiest, in less than 40 years. The 1988
Seoul Olympics marked global recognition of the ROK’s economic success. Ban Ki-moon,
the current secretary-general of the UN, was formerly South Korea’s foreign minister.
He was originally a career diplomat in that ministry, having served in numerous post-
ings representing the Korean government. His election to the position of the world’s top
diplomat confirms South Korea’s international status and prestige. Secretary-General
Ban brings to the UN the Korean traditions of commitment and dedication, serving him
in good stead to lead the organisation through difficult times.

Today, South Korea’s political and economic status in Asia and the world is well
established, while culturally the ‘Korean wave’ has become a regional phenomenon.
The ‘Korean wave’ refers to the significant increase in South Korean culture in Asia and
around the world over the past ten years.!” Korean TV programmes and music are now
popular throughout Asia, especially in China and Japan. More recently, Korean cultural
exports have become popular in parts of Europe and the Americas. Today, South Korea
is one of the world’s top ten cultural exporters, with Korean TV dramas such as Autumn
Fairy Tale, Winter Sonata, and Jewel in the Palace immensely popular throughout Asia.
Korean movies, music, and food have also grown in popularity along with South Korea’s
broadening commercial footprint. Increasingly, the ‘Korean wave’ is becoming part of

the ROK’s soft power as it expands its political and economic influence globally.

The Korean developmental state

A central feature of South Korea’s engagement with Africa is to promote the Korean
development model as a guide for Africa’s economic development and industrialisa-
tion."! In the mid-1950s, Korea faced many of the same problems Africa now faces, and
managed to craft a development strategy which transformed an agrarian society into a
wealthy and highly developed nation.!? Moreover, given the increased debate in South
Africa on the issue of a ‘developmental state’, South Korea’s economic experience is
increasingly relevant.!® South Korea provides an excellent model of state intervention
to promote rapid and sustained economic development. While not all the features of the
Korean development model can, or should, be repeated in other developing countries,
Korea nevertheless provides a good framework for other states facing similar chal-
lenges. Korea responded to massive unemployment with a labour intensive manufactur-

ing process aimed at export markets, rather than domestic consumption. Although it
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was a high risk option at the time, Korea was able to exploit global opportunities and
avoid the limitations of relying on the much smaller local market.

The ‘statist’ approaches contends that Korea’s economic success was based on a direct
and focused state intervention in the industrial development process. Although this per-
spective remains contested, it is widely accepted that government directed industrialisa-
tion was the key to Korea’s economic miracle.!* Korea’s unusually rapid export expansion
over a relatively short period of time was achieved mainly because of the intervention of
government through a number of five year plans, which promoted certain industries to
develop effective export profiles. Although similar approaches have been tried in other
countries, they have seldom been as effective as the case of Korea. The government itself
acted as an entrepreneur to encourage investment in selected economic sectors, while, at
the same time, it provided financial support to guarantee profits until industries them-
selves were stable and profitable.’> Without the government’s effective intervention in
the market, rapid industrialisation in Korea would have been impossible.’

The use of industrial policy to promote economic growth focuses on stimulating the
supply side of industrial activity through strengthening international competitiveness,
modernising industries, promoting the growth of industries that have a comparative
advantage, and correction of market failures. This is achieved through appropriate and
timely resource allocation by government.'”” The Korean government selectively inter-
vened to direct the allocation of resources to advance selected industrial processes. It
also used other tools to achieve a positive outcome, such as taxes and subsidies, credit
rationing, licensing procedures, and the establishment of public enterprises. At the
same time, Korea emphasised an export led industrialisation process which required
a global trade perspective. While Korea experienced an exceptionally rapid economic
growth, it is important to note that the outcome produced a relatively equitable distri-

bution of wealth. Iyanatul Islam and Anis Chowdhury contend that:

The Korean government has been the most interventionist among the East Asian
NIEs [newly industrialising economies]. By means of planning, direct or indirect
ownership and control of enterprises and financial institutions, [and] control of for-
eign exchange, the government has played a crucial role in adjusting the scale of the
market and incentives, in pursuit of its desired economic and social objectives. The
successive five-year plans since 1962 significantly influenced the private sector and

changed the course and pace of Korea’s economic development.®

In the late 1950s, observers did not expect Korea to become one of the world’s most
dynamic economies.’ Some even suggested that Korea would remain forever dependent
on United States aid.?° Since World War 2, the economy had been largely sustained by
inflows of foreign assistance, and growth had been disappointing. After Park Chung Hee
took control of the government in 1961, however, Korea’s economic growth plan shifted
away from dependence on the local economy towards an export led approach. The

new policy was based on recognition of the poverty of Korea’s resource base, and the
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diminishing returns of a domestically focused strategy. In 1960, the Korean economy
was based on mining and agriculture, with the manufacturing sector supplying simple
consumer products. Exports constituted less than 3 per cent of gross national product
(GNP), and consisted mainly of agricultural products such as seaweed and ginseng.
The government’s institution of a strong export led approach, along with a sup-
port system and clear strategic direction, completely transformed Korea’s productive
base, and created one of the world’s fastest growing economies.?! From an agricul-
ture base, Korea moved towards a focus on manufacturing and exports, producing one
of the most rapid structural economic transformations in human history. Key export
industries established since 1960 include chemicals, electronics, automobiles, heavy
electrical equipment and ships. Today, exports exceed 50 per cent of GNP, with manu-
factured products making up more than 90 per cent. The composition of Korea’s exports
have changed significantly since the 1960s. Originally, exports included simple plastic
items, textiles, and wood products. As Korean manufacturers moved up the value chain,
exports included steel products, electronics, and ships. Thereafter, Korea moved into
automobiles and computers. Export performance indicated a rapid transformation of
manufacturing processes as industrial capacity became more complex and diverse. By
the 1980s, Korea had become one of the world’s most competitive suppliers of a range

of manufactured products.

Industrial policy

Korea’s industrial policy emphasised encouraging exports and promoting infant indus-
tries.?? To promote exports, the government established a free trade regime, eliminating
taxes for export inputs, while the exchange rate was managed to maintain alignment
between domestic and international prices for comparatively advantageous production.
The government assured the availability of finance by allowing exporters to borrow
extensively. The banking system was converted to private ownership in the 1980s, but
export financing remained in the hands of the central bank, under government guid-
ance. Additional incentives intended to promote exports included direct tax reductions,
preferential interest rates, and privileged access to import licences. While market forces
responded well to government incentives, a system of export targeting was established
to encourage corporate output. Contact between government and producers became
close, with government departments setting export quotas and requiring appropriate
corporate performance. Monthly trade promotion, corporate strategy seminars, and
conferences attended by government and business provided the intellectual framework
for advancing the process.

Export targets were set in consultation between government and business, while
specific incentives were also simultaneously negotiated to achieve a mutually benefi-
cial outcome.?® Government’s selective interventions encouraged some export items at

particular times, either to develop new markets or to consolidate market share.?* The
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growth of exports over time was directly linked to the government’s direct involvement
in the allocation of investment finance and the careful management of incentives.

Korea’s export focus has been complemented by government intervention to pro-
mote infant industries, with a strategy based on establishing ‘temporary monopolies’.
Early examples included cement, fertilisers, and petroleum refining in the early 1960s,
followed later by steel, petrochemicals, ship building, capital goods, and, more recently,
electronics and computers. Targeted industries received preferential access to short and
long term credit, as well as reductions or exemptions of direct or indirect taxes. Infant
industries were also accorded ‘absolute’ protection through export controls intended to
ensure an adequate level of non-export sales, as well as an appropriate return on invest-
ment. This process was advanced through import quotas, or refusing an import licence
for a product which could be produced locally. In addition, government insisted that
infant industries export a growing proportion of production at global prices.?* Selective
export subsidies were applied to create the necessary incentive.

To develop industries, the government has often intervened to shape, or in some
instances create, appropriate corporate structures. The outcome of this process pro-
duced Korea’s chaebols, such as Daewoo, Hyundai, Samsung and a number of other
large corporate conglomerates, which became very efficient producers and effective
exporters.?® Market opportunities and entrepreneurial initiative gave birth to these
structures, but government intervention ensured their survival, growth, and long term
success. The chaebols ensured the implementation of the government’s export targets,
while their size and capital formation enable them to advance the government’s goal of
developing heavy industry.? In terms of automobile manufacturing, the government has
intervened on a number of occasions to reorganise the industry and promote increased
production, or a new model of development. This has been advanced by facilitating
changes in foreign partnership arrangements and reassigning licences.

Three of the largest Korean chaebols are Samsung, Hyundai, and the LG Group. Sam-
sung is now South Korea’s largest chaebol, and the largest conglomerate in the world,
measured by revenue. The company consists of a number of international operations,
including Samsung Electronics, the largest electronics manufacturer in the world; Sam-
sung Heavy Industries, the second biggest ship builder in the world; and Samsung Engi-
neering and Construction, a major international construction company. Samsung is the
best known South Korean brand in the world, having overtaken Sony (Japan) as the
world’s leading electronics brand. The Samsung Group now has an annual turnover of
more than US$170 billion, and accounts for approximately 20 per cent of Korea’s exports.

The Hyundai Motor Corporation is the biggest auto maker in South Korea, and the
fifth largest in the world in terms of units sold. With a head office in Seoul, Hyundai
operates the largest automobile manufacturing plant in the world, Ulsan, which has an
annual output of 1,6 million units. Chung Ju-Yung founded the Hyundai group in 1947,
and established Hyundai Motor Company in 1967. Since 1986, Hyundai has been sell-
ing cars in the United States, and by 1996 it had established a global market. In 2004,
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sales reached almost US$60 billion, making the company South Korea’s second largest
corporation. Hyundai vehicles are sold internationally in 180 countries through more
than 5 000 outlets. Close to 4 million cars are now being manufactured and sold annu-
ally by Hyundai, making the company the fifth biggest auto manufacturer in the world.

The LG Group, specialising in electronics, mobile phones, and petrochemical prod-
ucts, is Korea’s third largest chaebol. Active in 80 countries, subsidiaries include LG
Electronics, LG Telecom, Zeneth Electronics and LG Chem. The company (known then
as Goldstar) produced Korea’s first transistor radio in 1959 and numerous other elec-
tronic products followed. Since the 1960s, LG has become famous for producing a range
of products which are marketed internationally.?

With a view to developing and shaping selected industries, the government has
exercised control over inflows of foreign investment and technology. The evolution of
these industries has also been shaped by government regulation, through limiting the
emergence of competitors, and incentives to develop related lines of manufacture. The
government has consistently promoted vertically integrated industrial development,
while local content regulations have demanded an increasing share of input from local
supply chains. To promote local supply chain development, the government has often
nominated a limited number of companies to supply particular inputs to larger, export
driven concerns. In a number of cases, private agents were not relied on to advance key
elements of Korea’s industrialisation process. In the areas of fertilisers, petrochemicals,
and refined petroleum products, the Korean government established public enterprises
to ensure success. At the same time, public enterprises were also expected to be inter-
nationally competitive. They have been managed as profit-seeking entities and have
added significantly to government revenues. Some unsuccessful, but important, sector
companies have been transferred to public ownership through debt repayment guaran-
tees to ensure their long term survival.

Korea’s economic policies have been specifically designed and intended to promote
a comprehensive industrialisation process. The broad objectives have been to build a
comparative advantage in targeted industries, and exploit a comparative advantage
in internationally competitive industrial sectors. Government subsidies and incentives
were provided in a generally free market environment, where prices and labour cost
reflected supply and demand. Import protection provided a significant factor in pro-
moting internationally competitive industries, while Korea’s economic policy and plan-
ning as a whole provided the necessary framework and system of incentives to ensure
success in global markets.?® Government interventions were supported by free market
institutions, which provided flexibility in resource allocation. Moreover, a number of
very profitable large corporations emerged without government planning, or assist-
ance. The free market provided the necessary and dynamic foundation for the success of
governmental targeted interventions. Korea’s policies ensured that businesses could be
certain that their export efforts would be rewarded. The clear and measurable outcome

of Korea’s economic policy has been a massive increase in global exports over time, and
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significant wealth creation for the Korean society as a whole.
Larry Westphal’s insightful study of Korea’s industrial policy offers the following

five suggestions for other developing economies:

« government intervention must be driven by the goal of achieving international com-
petitiveness through efficient production;

« information for building and judging comparative advantage must come from all
appropriate sources;

+ strategies must be altered, or fine-tuned, to reflect changing circumstances or new
information;

+ only a small number of industries should be targeted at any particular time, in order
to ensure appropriate governmental support; and

« government intervention should not constrain the activities of well established

industries, but should rather focus on the creation of new industries.

Westphal emphasises that the Korean model presupposes a total commitment of the
political leadership to ensuring industrialisation, export focus, and economic develop-

ment. Without political commitment, the economic model is unlikely to bear fruit.>

Korea’s success factors
Ezra Vogel’s broader list of Korean economic success factors includes the following:

« unity - the ethnic and cultural unity of the Korean people has underpinned eco-
nomic community and commitment;!

+ a disciplined and motivated workforce — this has been complemented by a strong
national consciousness and an intense national vitality;

« knowledge of other industrialisation processes — Koreans have a deep understand-
ing of the industrialisation process, especially its development in Japan;

« efficient agriculture - land reform leading to increased production underpinned the
industrialisation process;

+ entrepreneurs — embodied in the chaebol, Korea has developed a strong and dynamic
entrepreneurial spirit; and

« the small business sector — dynamic small businesses and manufacturers have com-

plemented the larger and more internationally focused Korean corporations.

Vogel concludes by arguing that, in the case of South Korea, ‘no nation has tried harder
and come so far so quickly, from handicrafts to heavy industry, from poverty to pros-
perity, from inexperienced leaders to modern planners, managers and engineers’.>?
Korea achieved its economic success through a strong partnership between govern-
ment and private enterprise. In this process, the Korean government acted as senior
partner by selecting the appropriate development strategy and providing the required

financial resources, along with decisive leadership and commitment. The government
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displayed strong and effective leadership, supported by a centralised and hierarchical
bureaucracy. A loyal, punctual, and hard-working population with a strong respect for
authority provided the necessary input for a positive outcome. The government acted
as a catalyst to unleash the entrepreneurial spirit of Korea’s business elite, pushing
economic growth to new heights. Political leaders were able to inspire commitment
and hard work towards a better life for society as a whole. The government’s carefully
planned and sequenced development strategies, implemented through a close alliance
with big business, provided the base for economic success. A number of comprehensive
five year plans and a global perspective on trade and investment motivated the manu-
facturing sector to improve output and move into global markets.

During Korea’s rapid industrialisation period, fiscal policy included a relatively
small public sector, maintenance of a balanced budget, low taxes, the extensive use of
tax incentives for investments, a reliance on indirect taxes, significant public savings,
low spending on social services, and significant financial support for industrial develop-
ment. Importantly, as economic growth accelerated, domestic savings increased, pro-
viding a solid foundation for future commercial expansion. Tax policy was designed to
mobilise resources in support of the public sector, while at the same time facilitating
ongoing investment in the private sector. The Office of National Tax Administration
(ONTA) not only improved tax collection, but became a key instrument for monitoring
business performance, and directing business towards the objectives of government
planning. Exporters and heavy industries benefited extensively from tax incentives.3?

The Korean government provided policy direction and incentives for rapid industri-
alisation, through its own commitment to the process. At the same time, as Kwang Choi

and Young Sae Lee point out:

For all the incentives to be correct, for the administrative arrangements guarantee-
ing access to those incentives to be efficient, and for the institutional mechanisms
for adjusting those incentives to be effective, there had to be a strong political com-

mitment to develop an able bureaucracy. This was precisely the case in Korea.*

The Korean War and its resulting poverty impacted significantly on the Korean people,
who sought an improvement in their standard of living. Consequently, Korea adopted a
‘growth first’ approach as its guiding principle. This in turn translated into the effective
mobilisation of the Korean people into a dedicated and focused work force. The political
leaders approached economic problems from a non-ideological standpoint, emphasising
instead a pragmatic approach, aimed at achieving specific and clearly defined results.
To facilitate effective long term planning, Korea established the Economic Planning
Board (EPB), which was responsible for developing policies to guide overall economic
development. The minister of the EPB has also served as deputy prime minister with
authority over both planning and budgeting, thus ensuring that plans were actually
implemented. The Office of Planning and Co-ordination (OPC), under the prime minis-

ter, was responsible for monitoring the implementation of policy and the performance
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of implementing organisations. Inputs into economic policy-making come from all gov-
ernment departments, organised business, and private experts, but the actual decision-
making core has been a small group of high level government officials. Policies are
discussed at the Economic Minister’s Consultation Meeting, and, periodically, special ad
hoc committees are established to address specific issues. The president chairs various
meetings that contribute to economic policy formation, such as the Monthly Economic
Review Meeting, the Trade Expansion Meeting, and the Quarterly Science and Technol-
ogy Promotion Meeting. These are attended by senior policy-makers, business leaders
and specialists, thus providing an effective mechanism for information sharing, co-
ordination, and effective policy implementation.

Since 1945, all Korean governments have stressed the need to maintain an economy
within which the private sector played a central role. Economic policy provided a com-
prehensive framework for economic growth, while the free market produced the neces-
sary outputs. Government plans provided direction and incentives, with members of the
private sector responding in accordance with their own capacity and free will. In this
context, entrepreneurship was a key factor enabling business leaders to take advantage
of government-created opportunities. Excessive governmental intervention at times
proved to be problematic, tending to confirm that government planning is no substitute
for market forces. At the same time, social and political stability was a critical factor
in underpinning economic development. Highly educated and dedicated civil servants
provided the development plans, but were not in any position to guide business leaders
in day to day activities and decision-making. The combination of effective planning and
entrepreneurship served as the formula for Korea’s economic success. Export targets
and policies were set by the government, but business leaders were part of the proc-
ess, and where plans were not working, the government-business alliance could make
the necessary policy adjustments, or changes. Thus, in effect, a broad collaborative
effort between government and business, based on a common commitment to economic

growth, formed the foundation of Korea’s economic miracle.

Innovation, education, and management

Besides the critical role of government intervention in planning and directing Korean
industrialisation, three other central contributory factors deserve special mention: tech-
nological innovation, education, and corporate management. At the early stage of indus-
trialisation, Korean companies obtained technology through informal channels. Reverse
engineering of imported products formed an important part of technical development,
while companies relied on the absorption capacity of their staff to acquire new technol-
ogy. However, the export emphasis of industrial policy forced companies to become more
competitive through technical development. Consequently, Korean companies invested
heavily in research and development (R&D), providing the foundation for long term

competitive advantage and constant innovation.*® In order to survive, export oriented
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companies were required to innovate through technology, or face growing international
competition. In 2007, the President’s Office identified Korea’s ‘Top 10 new technologies’,
which are intended to form the foundation for future economic growth. New technolo-
gies included: large LNG carriers; six-cylinder diesel engine; micro projector; Kt-1 Ungbi
training aircraft; advanced air conditioners; buffing technology; PCB production tech-
nologies; next generation plaster materials; molecular PGA and earth retention systems.

(See table 1 for the global ranking of the ROK’s electronics exports.)*®

Table 1: ROK electronics industry’s export items

(Unit: million dollars)
2006
Ranking Electronics product Export amount
1 Integrated circuit 34386
2 Wireless communication equipment 30889
3 Flat display 14522
4 Video/audio equipment 6322
5 Computer ephemerals (input-output device) 5717
6 Rotary equipment for home use 4406
7 Passive and apparatus parts 3872
8 Computer ephemerals (memory device) 2297
9 Dry battery and storage cell 1638
10 Semiconductor device 1516
n Electron tube 1357
12 Wired communication equipment 997
13 Illuminating equipment 867
14 Heater/electric heater 743
15 Computer body 376

Source: Korea International Trade Association

The absorption and development of new technologies would not have been possible
without a highly educated work force. T W Kang notes that one of Korea’s key success
factors has been ‘low-cost labour combined with the Confucian emphasis on educa-
tion . . . . A country without natural resources had to utilize its human resources to its
maximum capacity — this combination allowed it to do so.””” The Confucian emphasis
on education translates into a highly competitive system, within which only the best
students are successful.®® A centralised administration regulates the education process,

emphasising mathematics, science, and technology. South Korea was the first coun-
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try in the world to provide high-speed internet access to every school. Entrance to
prestigious universities is a focus of dedication and self-sacrifice, but when success-
ful, translates into important career prospects. College entrance requires participating
in a highly competitive exam process which can open the way to prosperity; a poor
result will mean a lower paying job with little prospect of economic advancement. At
the same time, Robert Elegant points out that the ‘Confucian tradition of equality of
opportunity, joined with inherent egalitarianism, enabled Korea to make use of talent
wherever it appeared’.®

The management and corporate philosophy of Korean companies contributes signifi-
cantly to overall positive economic performance. All major companies have a sahoon,
which is a phrase, or slogan, that promotes the companies’ most important values. At
LG, for example, the word inhwa (harmony) is key to its management philosophy. Dae-
woo promotes ‘creativity, challenge, and sacrifice’, while Samsung encourages ‘respect
for the individual, pursuit of technology, and empowerment’. United States companies
tend to link corporate values to customer service, innovation, and product quality, but
Korean corporate culture emphasises attitudes and behaviours that are expected of
employees towards each other, the company, and society as a whole. Hyundai corpora-
tion’s sahoon is intended to reflect the ‘Hyundai spirit’ and consists of the following:
‘Create wisdom, Unyielding will, Indomitable driving force’. These words reflect the
founder’s belief that almost anything can be accomplished if people set their minds to
it. The company handbook contains rules and requirements, company history, and cor-
porate philosophy. All employees are expected to be fully committed to advancing the
company’s vision as outlined by senior management. The Hyundai corporate philoso-
phy suggests that building a company and building a nation are interdependent. Com-
mitment to the corporation and patriotism thus go hand in hand. A common feature of
the corporate culture throughout Korea is a total dedication to work, group harmony,

and a willingness to accept any challenge the corporation deems necessary.*’

North Korea — economic stagnation

In contrast to South Korea, the economic performance of North Korea, or the Democratic
People’s Republic of Korea (DPRK), over the past 30 years has been exceptionally poor.
An economic system characterised by state ownership of production, self-sufficiency
(juche), centralised economic planning, and an emphasis on military development has
undermined the economic potential of the DPRK and prevented a repeat of the miracle
witnessed in the ROK. The commitment to self-sufficiency has weakened economic per-
formance, leading to widespread shortages. During the 1990s, economic inefficiencies,
along with high military expenditures (approximately 20 per cent of GDP) and poor
weather conditions, led to negative growth and insufficient food production.* The gov-

ernment has introduced some reforms intended to stimulate production, but with lim-
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ited impact, and food production remains a major problem.*? International sanctions,
imposed in response to North Korea’s withdrawal from the Nuclear Proliferation Treaty
(NPT), have worsened an already difficult situation.

The DPRK’s GDP per capita is estimated at US$1 800 (PPP), compared to that of the
ROK at US$22 000 (PPP), resulting in two completely different economic profiles on the
Korean peninsula. Negative growth rates and a refusal to participate in globalisation
has undermined economic development for the DPRK, with little prospect for recovery
in the short term.*® Since the mid-1990s, the focus of the north has been on acquiring an
effective deterrent capacity, intended to ensure long term regime survival.** Significant
economic reform, based on the Chinese model, or a surrender of nuclear missile capac-
ity would directly threaten the viability of the regime. Yong Soo Park suggests that
‘North Korea’s unique monolithic system of political control and policy making with
individual power concentration is the biggest barrier to economic reform’.*> Pyongyang
has launched a campaign to transform the DPRK into a ‘great, prosperous and powerful
country’ (kngsong taeguk) by 2012, an ambitious task, and largely unachievable without
the lifting of international sanctions and North Korea’s full integration into the global

economic system.

The Six-Party Talks and denuclearisation

Questions relating to the health of North Korean leader Kim Jong Il have raised con-
cerns about North Korea’s ongoing denuclearisation process, as well as stability on
the Korean Peninsula as a whole. Kim’s sudden death could undermine international
efforts to terminate North Korea’s nuclear weapons programme, and produce an unsta-
ble government in the DPRK. Since April 2003, Beijing has hosted the Six-Party Talks
(United States, China, Japan, Russia, and South and North Korea) in an effort to return
North Korea to the NPT’s safeguards framework. The early phases of the Six-Party
Talks showed little flexibility on the part of either Washington or Pyongyang, with slow
progress towards an outcome.*® Given the complexity of finding a compromise among
six competing national interests, in a process that includes up to 120 diplomats, nego-
tiators, and their support teams in the room at any one time, the Six-Party Talks have
proved to be a cumbersome conflict management tool (see table 2, outlining differing
objectives). Rather, direct bilateral interaction between Pyongyang and Washington
would be a simpler and most likely more successful process.

On 19 September 2005, the parties agreed to a process which would finally realise
the denuclearisation of the Korean Peninsula. However, advancing implementation of
the agreement was undermined by differences between the United States and North
Korea over the exact quantity of weapons grade material produced. Further disagree-
ment related to the insistence of the United States that Pyongyang make significant

progress on disarmament before receiving concessions. To press home its point, the
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United States forced the Banco Delta Asia Bank, in Macao, to freeze North Korea’s

accounts.

North Korea responded with missile tests and then a nuclear weapons test in Octo-

ber 2006, strengthening its negotiating position with a show of force.*”

Table 2: Major priorities and bargaining chips, by country, in the Six-Party Talks with North Korea

Country

Priority

Bargaining chips

United States

Complete, verifiable, and irrevocable scrapping of nuclear
weapons: non-proliferation; human rights; peace treaty

Guarantee security and regime; economic aid;
normalised diplomatic and trade relations

North Korea

Guarantee security and regime; establish diplomatic
relations with the United States and Japan; reunification
with South Korea on own terms; peace treaty

Scrap nuclear weapons and missiles; reduce
tensions along the de-militarised zone (DMZ)

South Korea

Set framework for peaceful resolution and prosperity
on the peninsula; reunification; access to North Korean
labour and markets, non-nuclear Korean peninsula;
human rights; peace treaty

Economic support; energy; business
investment

promote stability in North East Asia

Japan Scrap nuclear weapons programme and missiles; resolve Normalised diplomatic relations; economic
abductions of Japanese citizens support

China Non-nuclear Korean peninsula; non-proliferation; Economic support; alliance support
continued influence on peninsula; weakening United
States alliances with Japan and South Korea; peace treaty

Russia Scrap North Korean nuclear weapons; non-proliferation; Buffer diplomacy; energy assistance; business

investment

Source: Adapted from: The Seoul Economic Daily, 22 August 2003, cited in Hong Soon-Jick, North Korean nuclear crisis: prospects
and policy directions, East Asian Review 15(3), Autumn 2003, 31.

Following the nuclear test, the UN Security Council passed Resolution 1718, obliging
all UN members to participate in a range of robust sanctions against North Korea. The
confirmed nuclear status of North Korea encouraged Washington to intensify its bilat-
eral and multilateral negotiations with Pyongyang. On 13 February 2007, the Six-Party
Talks produced an agreement covering material aid as a reward for denuclearisation,
as well as the prospect of full diplomatic relations between the United States and North
Korea. The diplomatic tool to be employed was described as ‘action for action’, whereby
Pyongyang would be rewarded after specific milestones along the road to denucleari-
sation were reached. The sequencing of this procedure, and the differing interpreta-
tions of what constituted fulfilment of an agreed action, have clouded the process,
but progress has been made. A further complication to the effective functioning of the
Six-Party process is a lingering tension between South Korea and Japan over Japan’s
claim to the Dokdo islands. Japan periodically claims sovereignty over what it calls
the Takashima islands, but has no status in international law.*® Differences provoked
by Japan’s claims have undermined relations with the ROK, and impact negatively on

both the Six-Party Talks and regional co-operation.* China has long been considered
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the key to resolving the North Korean issue, given its close economic relationship with
Pyongyang. However, North Korea’s nuclear and missile tests tend to confirm the sug-
gestion that China’s influence is limited. At the same time, Beijing retains a strong link
with Pyongyang to promote its own long term interests on the Korean peninsula.®°

Some observers have suggested that North Korea depends on its nuclear weapons
capability for regime survival, and long term denuclearisation is thus impossible. Oth-
ers point out that United States hostility, especially former President George Bush’s
characterisation of North Korea as part of the ‘axis of evil’, lies at the heart of what
North Korea sees as a nuclear deterrent against any possible United States military
action. Washington’s bellicosity has forced Pyongyang to intensify its military prepara-
tions to discourage a pre-emptive strike.>! Nuclear weapons are the DPRK’s principle
diplomatic bargaining chip, deterrent capacity, and source of domestic influence and
power. Nuclear weapons underpin the North Korean regime, and empower it in both
domestic and international affairs. Without nuclear weapons, the DPRK would attract
little attention, nor would it be able to defend itself from external hostility.

North Korean leaders have stressed the desire to avoid the fate of Iraq and have
pointed out that nuclear weapons could not be abandoned as long as Washington talked
of ‘regime change’. Thus the quickest way to a denuclearised North Korea would be for
the United States to sign a treaty finally ending the Korean War, followed by diplomatic
recognition, the lifting of sanctions, and full economic integration of the DPRK into
the global community. Without Washington’s hostility and the threat of an attack from
United States military forces permanently based in South Korea, Pyongyang would have
little reason, or incentive, to maintain a costly nuclear deterrent.

In May 2008, Pyongyang provided more than 18 000 pages of documents relating to
its plutonium enrichment programme as a step towards fulfilling its negotiated under-
takings. Washington responded with an announcement that it would provide North
Korea with 500 000 tons of food aid. However, competition between Washington’s
hawks and doves weakened former United States chief negotiator Christopher Hill’s
ability to provide promised concessions and accelerate the bargaining process. The
initial United States acceptance of North Korea’s plutonium enrichment submission was
questioned by the hawks, who sought additional information on the DPRK’s alleged sale
of nuclear technology to Syria. Moreover, a dispute over the exact quantity of weapons
grade plutonium produced in North Korea became a stumbling block. Consequently, the
United States delayed in removing North Korea from its list of state sponsors of terror-
ism, the agreed reward for Pyongyang’s submission.

Last August, North Korea responded to Washington’s delay by initiating a process
to restart its Yongbyon nuclear reactor, which had been shut down on 27 June 2008.
However, the United States responded quickly and agreed to remove Pyongyang from
its terror list, thus opening the way for the DPRK to access International Monetary
Fund (IMF) and World Bank loans. Removal from the United States list of state sponsors

of terrorism constitutes a major breakthrough for the DPRK at the negotiating table,
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and offers Pyongyang new opportunities for constructive international engagement.
However, the DPRK’s decision to announce an ‘all-out confrontational posture’ against
South Korea, and the testing of a long-range missile on 5 April, has placed a new obsta-
cle in the way of a productive negotiation process.>? North Korea’s suggestion that its
missile launch was in fact an attempt to place a satellite in orbit was largely irrelevant,
given that success at the Six-Party Talks requires that North Korea freeze missile testing
and stick to past agreements and undertakings. The Obama administration has made
it clear that the DPRK must end missile testing, and fulfil promises to dismantle its
nuclear weapons, before any normalisation of diplomatic ties can be discussed. Without
a normalisation of relations with the United States, UN sanctions will not be lifted, and

the DPRK will remain excluded from the world economy.

The question of verification

Some progress has been made in advancing North Korea’s denuclearisation, but a com-
pletely verifiable termination of Pyongyang’s nuclear programme is still a long way off.
The process of verification is strongly contested by North Korea, especially the scope,
timing, and extent of inspection procedures. Unannounced, on-site inspections are con-
sidered a threat to the DPRK’s sovereignty, and remain anathema to the DPRK authori-
ties. Pyongyang has sought a verification regime which covers only issues included in
its written declarations, and is attempting to avoid intrusive inspections. The United
States is pushing for a comprehensive inspection process, intended to uncover North
Korea’s alleged, but unannounced, uranium enrichment system. There remain many
unanswered questions on the road to North Korea’s full denuclearisation.

United States estimates suggest that Pyongyang has manufactured 40 to 60 kilograms
of weapons grade plutonium, enough to build up to ten nuclear weapons, but North
Korea is offering confirmation of material for approximately five weapons. A stockpile
of an additional five nuclear weapons would provide a powerful long term military
deterrent for North Korea. In addition, the United States has alleged that Pyongyang
has operated parallel plutonium and uranium enrichment processes, but Six-Party
Talks have only included plutonium enrichment. The suspected uranium enrichment
and storage facilities remain outside the negotiations, and will remain there without a
robust verification regime. North Korea’s negotiating strategy thus appears to be based
on sacrificing its plutonium-producing Yongbyon complex, while retaining a nuclear
weapons stockpile and a capacity to continue producing uranium-based weapons grade
material.>® Solving the North Korean nuclear issue would thus require adequate secu-
rity assurances for Pyongyang.>* Professor Kim Sung-han has suggested that the DPRK’s
denuclearisation should be pursued with the long term aim of establishing a regional
‘peace regime’ which would provide Pyongyang with the necessary security assurance

to pursue denuclearisation (see table 3). Observers have concluded that a successful
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verification of North Korea’s denuclearisation process would require an ‘unprecedented

level of co-operation‘ with the authorities in Pyongyang.>®

Table 3: Four-stage approach to denuclearisation and peace regime

KOREA AND SOUTH AFRICA

US—North Korea

US—South Korea

Six-Party Talks relations relations Peace forum
1st stage: Formation of peace Security guarantee Resumption of food Agreement on method
Shutdown forum and fertiliser aid of discussing a peace
regime
2nd stage: Discussion of large- Removal of North Reopening of high- Debate on parties to
Declaration of all scale economic and Korea from the list level inter-Korean talks | peace pactand its
nuclear facilities energy aid of state sponsors of contents
terrorism
3rd stage: Large scale economic | Lifting of economic Inter-Korean summit Agreement on
Verification and energy aid sanctions against talks contents of peace pact
North Korea
4th stage: Endorsement of Normalisation of US— | Conclusion of peace US and China
Disablement peace agreement; North Korea relations | agreement guarantee inter-
(completion of nuclear | conversion to Nuclear Korean peace pact
dismantlement) Energy Agency security
system

Source: Kim Sung-han, Achieving nuclear disarmament, Korea Focus, Spring, 2007.

South Korea’s President Lee Myung-bak has been critical of the previous ROK admin-
istration’s so-called ‘sunshine policy’ towards North Korea, which has implied uncon-
ditional aid. The ‘sunshine’ approach was based on the assumption that through trade,
aid, and dialogue, North Korea’s leaders would open their economy, and gradually inte-
grate with the global system and with South Korea. However, the approach appeared
to have little positive impact on the DPRK, as Pyongyang proceeded to strengthen its
military capacity, expand its missile stockpile, and test nuclear weapons. North Korea’s
economy remained depressed, with no poverty relief for the general population.

Thus, instead of sunshine, President Lee has proposed a policy of ‘Denuclearisation,
openness and 3000’, which offers North Korea significant incentives to terminate all
nuclear programmes, with full verification, and build its economy. The proposal envis-
ages comprehensive ROK assistance to the North over a ten year period, intended to
lift per capita income in the DPRK to US$3 000 a year.>® The success of the programme
would depend on the south’s ability to mobilise the north’s human capital, and repeat
its own economic miracle on a smaller scale.

The key elements of the south’s proposal include: establishing an export oriented
industrial structure; major educational programmes, intended to mobilise the North
Korean people; the establishment of a US$40 billion co-operation fund to finance eco-

nomic development; co-operation in the fields of energy, transport, and communications
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to upgrade the DPRK’s existing systems; and the provision of welfare aid to improve the
quality of life. The key to unlocking the plan for economic growth and prosperity is for
the DPRK to fulfil completely the 19 September 2005, Six-Party Talks agreement, which
committed Pyongyang to a verifiable termination of its nuclear weapons programme.>’
The rebuilding of North Korea’s economy over a ten year period would make unifica-
tion a realistic and affordable option. Thus North Korea has the option of a massive
reward for denuclearisation, based on an achievable vision. The international commu-
nity, South Africa included, should give full support to President Lee’s plan for rebuild-
ing the DPRK’s economy. It offers a comprehensive long term solution to advancing
Korean co-operation and building stability in North East Asia. Denuclearisation without
rebuilding the DPRK’s economy offers little incentive to Pyongyang, but Lee’s approach
offers both a guarantee of security, and a ‘business model’ for Korean prosperity in both
North and South Korea. South Africa’s long term foreign policy planning should include
a dialogue with the ROK on how South Africa could contribute positively to the vision
for economic reconstruction in North Korea. Through this, South Africa can contribute
to promoting increased peace and stability in East Asia, and advance a comprehensive
security framework for the region. This would create new economic opportunities, and
new prospects for South African commercial engagement, which would advance South

Africa’s national interests.

Kim Jong II's successor?

Kim Jong II's periodic absence from public engagements over the past few months has
forced the denuclearisation debate to include the questions of succession and regime
stability. Beijing and Washington have begun discussions on possible joint action to sta-
bilise North Korea in the event of a political meltdown. There is a common interest in
preventing social collapse, but divergent national interests remain, with Beijing seeking
the long term inclusion of a united Korea into China’s north east economic development
zone, while the United States seeks to maintain forward military bases on the Asian
mainland in a divided Korea. Concern relating to Kim’s health has been complicated
by the north’s launch of a long range Taepodong-2 intercontinental ballistic missile,
designed to strike targets on the west coast of continental United States. While denu-
clearisation talks were in progress, the DPRK accelerated efforts to perfect long range
missile systems capable of delivering nuclear warheads.

Late in 2007, Beijing sensed deterioration in Kim Jong II’s medical condition, and
it has since been admonishing Washington to plan for a destabilising and unpredict-
able succession struggle in Pyongyang. Given that Kim has not named a successor, and
his three sons are too young and appear unprepared for leadership, a power struggle
among Kim’s family members and the armed forces, possibly complicated by competi-

tion between conservative and reform factions within the military, is on the cards.>®
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The contenders for power include Kim Jong-il’s three sons, Kim Jong-nam (37), Kim
Jong-chol (27), and Kim Jong-un’ (25).

Their lack of preparation for leadership and minimal experience count against them,
but their family connections provide a source of significant influence. None of Kim’s
sons has been groomed for leadership in the same way he was prepared under his
father, Kim Il Sung.

Leading contenders in the armed forces include: Jo Myong-rok, Kim Jong II’s second
in command of the military; Hyon Chol-hae, a frequent companion of Kim; Ri Myong-
Su, also a close associate of Kim; and O Kuk-ryol, who is known as Kim’s ‘eyes and
ears’ within the armed forces. Within the North Korean Worker’s Party, contenders for
power include: Kim Yong-nam, nominally the country’s head of state; and Chang Song-
taek, the husband of Kim Jong II's sister and a close confidant of Kim. Other contenders
include three senior party members: Kim Il-chol, Choe Thae-bok, and Jon Pyong-ho.>
Given the nature of the opaque North Korean political system, it is impossible to pre-
dict accurately the outcome of the expected power struggle, but three likely scenarios
present themselves.®°

The first scenario, ‘muddling through’, suggests that a post-Kim regime will be
a collective leadership based on the existing juche (self-reliance) ideology, which will
continue to engage in high risk diplomacy to extract concessions through the Six-Party
Talks process, in the interests of regime survival. There will be no succession to a
‘supreme leader’ (sooryong); rather power will be vested jointly in the military and
party leadership, while policy will be formulated by consensus. Little deviation from
the existing political and security policies is expected in this scenario.5!

The second scenario, the so-called ‘regime collapse’ or ‘power vacuum’ scenario,
predicts the disintegration of North Korea after Kim’s death. This scenario suggests that
a civil uprising will prevent a successor from exercising effective control over society,
and building a new authoritarian structure. Although there are increasing signs of
social discontent as a consequence of food and energy shortages, the general population
appears unprepared and unmotivated to launch a national uprising.

The third scenario, ‘systems change’, suggests a military takeover after Kim’s death,
followed by economic reforms and opening to the world, based on the Chinese model.®?
There are divisions within the National Defence Commission (NDC), a committee of
ten military leaders, in which the real power of the regime resides. Some senior mili-
tary favour a continuation of existing policies, but the majority are believed to favour
gradual, controlled economic reform, which would open North Korea to the world and
induce economic growth.®® There is a growing consensus among foreign observers that
North Korea’s long term prosperity depends on an economic reform process that will
strengthen industrial capacity, food production, and poverty reduction.®

Foreign observers are most concerned about the possibility of a regime collapse,

which could mean a loss of control over nuclear weapons and related materials.

* Nominated as successor to Kim Jong Il as we go to print.
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Kim’s emphasis on the ‘military first policy’ (in terms of resource allocation) suggests
that his rule is based on the acquiescence of the military, and even if he has health prob-
lems, support of the military will ensure his continued authority.®®> Without a clear suc-
cessor, a scramble for power appears inevitable following Kim’s death. However, based
on my own interviews and observations in North Korea during September last year, as
well as the record of the DPRK’s effective social control system, meltdown, or systems
collapse, now seems unlikely. Rather, a ‘muddling through’ period for another few years,
followed by an accelerated economic reform programme, is the most likely outcome.

Unpredictability and uncertainty will increase over time as Kim Jong Il ages and his
health becomes a more dependent variable: hence an increased need for dialogue and
interaction with North Korea’s leaders to encourage and facilitate a peaceful transition.
Where the Six Parties are unable to maintain a secure communication channel, neutral
but interested countries like South Africa could play a critical role in times of crisis, or
extreme uncertainty. Whatever the outcome of a power transition, international actors
should help promote a smooth transition of power while seeking to limit cause for

instability, or crisis.

Korean unification?

South and North Korea are expected to travel a long road of economic integration
before political unity can be realised.®®* Many ROK scholars cite German reunification
as the blueprint for Korea. However, the rising potential financial cost of a unification
process has led to a more cautious approach from pro-unification scholars. East Germa-
ny’s economic condition was far better in 1989 than North Korea’s is in 2009, and West
Germany'’s capacity to integrate East Germany was greater than South Korea’s present
ability. Moreover, the German unification process was backed by strong popular sup-
port from both west and east, along with significant economic backing from the United
States and global economic institutions such as the IMF and the World Bank. Korean
unification through a voluntary process, the so-called ‘soft landing approach’, would be
based on a more gradual process, as opposed to the German ‘big bang approach’.
Significantly uplifting the North Korean economy would be a priority before any uni-
fication strategy could be attempted. Without a stable, growing, and vibrant economy
in the north, the costs of unification for the south would be excessive. North Korea’s
GDP is estimated at US$25,6 billion, compared to around US$900 billion for the south.
The costs of upgrading North Korea’s post-unification infrastructure, including roads,
railways, ports, and telecommunications, would be significant. Meeting North Korea’s
international debt obligations would be another major hurdle for the south, before the
process of social integration could begin in earnest. The difficulties experienced by
Germany are likely to be repeated in Korea with the integration of a socialist condi-

tioned workforce into an incentive based free market system. Disparities in skills and
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working conditions would also pose major challenges. (See table 4 for an overview of

south-north differences).

Table 4: South and North Korea data, 2006

SOUTH NORTH
Population (million people) 48,3 238
Economic growth rate (%) 5,0 -11
GNI ($100million) 8873 256
GNI per capita ($) 18372 1108
Exports ($100 million) 3254,6 9,5
Imports ($100 million) 3093,8 20,5
Coal production (million tons) 2,8 24,68
Power (100 million Kwh) 3812 225
Rice production (million tons) 4,68 1,89
Fisheries (million tons) 3,03 0,92
Car production (10 000 units) 384,0 0,44
Steel production (million tons) 48,43 1,18
Cement production (million tons) 49,21 6,16
Railway length (km) 3392 5235
Road length (km) 102061 25544

Source: Bank of Korea

Until the mid-1970s, when the North Korean economy was showing positive results,
unification was a feasible option for Pyongyang. At that time, the north developed a
comprehensive framework for unification, which, in most scenarios, would have fol-
lowed a victory by the DPRK on the battlefield.” The north envisioned a united Korea
based on a juche-socialist ideology, linked to the Soviet bloc, under its control. How-
ever, by the 1980s, the south’s economic success and effective military deterrent policy
(backed by the United States) made unification under the north’s control unattractive
to citizens of the south. As the north’s juche produced slower and slower growth, the
south’s economic performance accelerated, completely transforming the inter-Korean
economic balance of power. Over time, the aging North Korean military equipment,
without renewal from the collapsed Soviet Union or a reluctant China, has made victory
on the battlefield for the north an ever-diminishing possibility.®® A massive and deci-
sive economic victory for the south, and a stalemate for both on any potential military
battlefield, precludes the possibility of unification under Pyongyang’s tutelage. Rather,

unification will depend on the south’s ability to sponsor the process, without undermin-
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ing its own economic prosperity. The current global financial crisis, and South Korea’s
struggle to maintain global market share in high-tech exports, pushes any potential
unification process further into the future.

It is now clear that the catalyst for national unification must depend on the will of
the Korean people. A lack of information and independent consideration undermines
public opinion in the north, while the south’s main concern is economic. The high costs
of a successful unification process would place an excessive burden on the taxpayers of
the south. Over the longer term, the inevitable decay of the DPRK’s military capacity
and economic vitality would make unification a more attractive option for the north.®

In the south, an aging population has pointed to the growing need for a more youth-
ful labour force to reinforce future economic growth. Thus the mobilisation of the
north’s human potential becomes more attractive. A process of controlled labour migra-
tion from north to south could be the key to initiating the unification process and
strengthening both economies. The general perception in the south is that unification
cannot be rushed, but should rather follow an economic transformation in the north,
making integration less costly. The long term future suggests a united Korea, with polit-
ical and economic institutions largely mirroring those of the south, but, as many Kore-
ans lament, ‘unification is inevitable, but not imminent’. Until unification, the challenge
for both south and north is to avoid a major confrontation which would threaten the

survival of Korean culture, history, and civilisation.

South Korea, the world and Africa

South Korea is preparing to expand it global diplomacy to strengthen its international
standing and promote increased exports world-wide. President Lee Myung-bak has
declared his determination to undertake global shuttle-diplomacy to promote Korea’s
economic and political interests (see appendix). President Lee has outlined a thoughtful,
convincing, and comprehensive plan to guide the next phase of South Korea’s economic
and political development. The focus is on further stimulating the ROK’s economic
development to strengthen Korea’s role in the world, and enhance its international sta-
tus. A key priority is to bring about a ‘complete resolution’ of the North Korean nuclear
issue and create a ‘new peace structure’ on the Korean Peninsula.”® President Lee has
committed the ROK to strengthening the Six-Party Talks framework to facilitate the
DPRK’s denuclearisation, and the crafting of a regional security framework that will
ensure lasting peace and stability in East Asia.

President Lee’s innovative and creative incentive for the DPRK’s denuclearisation
promises to transform the Korean Peninsula into a new hub of economic development
and prosperity. As a reward for dismantling nuclear weapons, the ROK is prepared to
strengthen the north’s economy and uplift significantly the per capita income of North

Korean citizens. For the first time in ten years, a comprehensive, realistic, and practical
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solution to the North Korean problem has been articulated. The international commu-
nity should offer support to President Lee’s bold initiative, and stand ready to assist in
the comprehensive development of North Korea’s economy. Through a disbandment of
its nuclear programme, the DPRK has an opportunity not only to guarantee its own long
term security, but also to strengthen significantly its economy and economic well-being.

In the Asian context, President Lee has outlined a dynamic plan to strengthen South
Korea’s alliances and economic partnerships. A revitalised ROK-United States alliance,
along with expanded links with China and Japan, forms the foundation of South Korea’s
strategy to stabilise East Asia and boost economic growth. New commercial links with
members of the Association of South East Asian Nations (ASEAN) and other Pacific
nations are also on the cards, with the aim of broadening Seoul’s trade and investment
activities. Globally, the emphasis is on pragmatic economic diplomacy, which includes
finalisation of the ROK-United States FTA, as well as accelerated FTA negotiation and
agreement with a number of key economies. Along with the objective of strengthening
the ROK’s economy and global economic footprint, President Lee has committed the
ROK to step up its contribution to implementing the Kyoto Protocol, promoting human
rights, and combating global poverty and disease, while increasing overseas develop-
ment assistance (ODA) to the developing regions of the world.

During his first year in office, President Lee has made good progress in advancing
the ROK’s global diplomacy. Lee has visited the United States, Japan, China, and Russia
to craft new co-operative frameworks. He has led South Korea through the worst of the
global financial crisis, and is positioning it for future growth and prosperity. The ROK
is increasingly playing a key role in advancing global economic development, and will
host the G20 meeting in 2010. President Lee is planning an extensive programme of
global diplomacy to promote Korea’s international role and build new commercial rela-
tions. The focus for 2009 is on Europe, Central Asia, and South East Asia, while Africa
and Latin America are growing in importance.”!

Korea’s foreign ministry is to step up efforts to promote FTAs with key trade partners
and new emerging economies. FTA partners on the agenda for 2009 include Australia,
Peru, New Zealand, Turkey, and Columbia. In the post-Asian financial crisis period,
FTAs have become a key instrument for Korea to build its global trade and investment
profile. As a consequence of growing confidence in negotiating and implementing FTAs,
the ROK’s FTA policy has become more proactive and wide ranging. Moreover, difficul-
ties in advancing the multilateral trade agenda have increased the importance of FTAs.
All states seeking to grow their economies now see FTAs as the key to unlocking new
markets and opportunities.”? Korea is seeking to forge comprehensive relations with
key economies to facilitate increased trade, which will underpin the next phase of its
economic growth.” Accessing critical raw materials before China’s giant economy locks
down global supply is the urgent driver for FTA expansion and African engagement.
Korea has also identified the so-called ‘10 next-generation growth engines’, which are

intended to boost production and exports.”
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President Lee has emphasised that the ROK is ‘emerging as a responsible, leading
nation, helping create a new international order’.”> For many years, the ROK’s diplo-
macy has focused on the key regional powers — the United States, Japan, China, and
Russia; and while Korea has strengthened relations with all under President Lee, a new,
more expansive diplomatic agenda is evolving. President Lee participated in the first
China-Korea-Japan summit in December 2008, and has been active in strengthen-
ing economic and political links within East Asia. A grand vision to link South Korea
through the north to the major oil and natural gas reserves of Siberia is moving forward.
Other priorities include strengthening the ROK’s links with Central Asia and South East
Asia. Given that exports constitute over 40 per cent of the ROK’s GDP, increased global
engagement and trade agreements are an urgent priority for Seoul.”® Short term FTA
priorities are with the United States, the EU, China, and India. The next phase of FTA
negotiations will focus on the emerging economies, including South Africa.

Following the Asian financial crisis in the late 1990s, Korea reassessed its strate-
gies for geo-economic management and long term growth. The ROK began to develop
a broader global vision and a longer term strategy intended to ensure growth and
prosperity.”” The broader vision brought Africa to Korea’s attention, leading to inter-
est in a distant continent. In 2006, former ROK President Roh Moo-hyn visited Africa,
opening a new chapter in Korea—Africa relations. Roh’s mission was to initiate engage-
ment with an emerging continent, which was beginning to draw Asian attention to
its growing markets and raw material wealth. South Korea also registered the need to
join the world’s industrialised economies in promoting and assisting Africa’s economic
development. Consequently, Roh promised to triple Korea’s ODA to Africa, from US$30
million to US$100 million. In addition, President Roh outlined an assistance package
for Africa consisting of the following four elements: technical training in Korea for 1
000 Africans; a major increase in health assistance to Africa; a step-up in helping Africa
develop food security programmes; and assistance to Africa in the field of information
and communications technology (ICT).

South Korea thus sought to broaden its diplomatic initiatives in Africa, and develop
a new relationship with the continent. Given South Korea’s size, its engagement would
naturally be unable to mirror that of Japan, or China’s African footprint, but it sought to
promote a high impact interaction based on Korea’s economic and technical strengths.
As with Japan and China, the foundation of Korea’s commercial engagement with the
African continent is to access commodities, in exchange for technology and manu-
factured products (see tables 5 and 6). At the same time, the Korean government has
encouraged its private companies to create mutually beneficial business models in their
commercial engagement with Africa. Moreover, Seoul is looking for constructive long
term relations with Africa, through which both can share expertise and benefit from
commercial interaction. As a recently developing country, having industrialised over a
relatively short space of time, South Korea has much to offer Africa by way of devel-

opment know-how and technical achievement. Korean construction companies with
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significant experience in the Middle East have been encouraged to move into Africa,
and seek new opportunities. As foreign minister of South Korea, Ban Ki-moon provided
impetus to the country’s African initiative with visits to Algeria, Tanzania, Kenya, and
Libya in 2005, and to Ghana and the Congo a year later. In 2006, the ROK’s prime min-

ister visited Senegal and South Africa.

Table 5: Main export items — Korea to Africa, 2005

Amount
(USSm) % Growth
Ships and parts 3653 58,9 0,9
Automobile 548 88 61
Petro-chemicals 393 6,3 14
Communication devices 326 53 91,8
Construction/mining equipment 65 1,0 78,9
*MT1 3 standards.
Source: kit.net
Table 6: Main import items — Korea from Africa, 2005
Amount
(USSm) % Growth
Crude oil 1287 83,7 09
Copper 359 12,2 88,6
Gold &silver 149 51 -42,2
Food items 44 15 26,4
Iron ore 74 2,5 91,7
Ml 3

Source: kit.net

The ROK’s new Africa diplomacy was boosted in 2006 with the visit of President Roh
Moo-hyn to Egypt, Nigeria, and Algeria, the first official visit to Africa by a Korean
president for 24 years.”® The central objective of the visit was to strengthen economic
co-operation, particularly in the field of energy. The visit resulted in a Korea-Nigeria
deal to develop off-shore oil fields; a Korea—Egypt agreement to strengthen co-operation
in information technology (IT), energy, and resources; and a Korea—Algeria agreement
to develop commercial relations. While in Africa, Roh stressed Korea’s commitment to
assisting in the full integration of Africa into the global economy for common prosper-
ity, and he undertook to support Africa’s efforts to achieve the Millennium Develop-

ment Goals (MDGs). For Korea, the long term objective was the development of African
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markets through trade, aid, and assistance. Where investment conditions are attractive,
Korean companies have undertaken to investigate options.

During Roh’s visit to Egypt, the central theme of ‘energy for technology’ emerged
as the guiding principle for Korea’s interaction with Africa a whole.” Africa’s com-
parative advantage in oil reserves and raw materials provides an incentive for Korea to
invest and provide advanced technology in return. Korea agreed to provide Egypt with
an ultra-speed internet, mobile communications, digital multimedia broadcasting, and
wireless broadband internet. Korean ICT would be mobilised to transform Egypt into
the telecommunications hub for the Middle East and North Africa. In exchange, Korean
companies are to expand involvement in Egypt’s oil industry, as well as construct air-
ports and petrochemical facilities.

In Nigeria, Presidents Roh and Olusegun Obasanjo concluded a deal providing for
joint development of offshore oilfields. The agreement will provide Korea with more
than 1 billion barrels of oil once deep water exploration is complete. The deal was
based on a ‘product sharing contract’, which allowed a 60 per cent share for Korea of
the identified oil field, in exchange for Korean deep water drilling technology. Part of
the arrangement included the construction of a 2,5 million kilowatt power station by
a Korean consortium. Korea also provided Nigeria with US$1,7 million in grant aid to
build a vocational training centre and assist with health issues. The oil project was
expected to provide a foundation for increased Korean investment in Nigeria, and a
strengthening of Korea—Nigeria relations. President Roh’s visit also included a business
forum at which both sides agreed to discuss ways to strengthen trade and investment.

President Roh’s final stop in Africa was Algeria, where he held talks with President
Abdelaziz Bouteflika with a view to building improved relations. Algeria’s attraction
included oil reserves of 9,2 billion barrels (the 14th largest in the world), and the world’s
seventh largest reserves of natural gas. Korean construction companies were invited
to participate in Algeria’s planned US$60 billion infrastructure development and con-
struction programme. Korean companies were also invited to contribute to Algeria’s

privatisation programme, intended to restructure more than 800 public enterprises.&°

The Korea—Africa Forum

At the first Korea—Africa Forum, held in Seoul on 8 November 2006, presidents from
five African countries — Congo, Nigeria, Ghana, Tanzania, and Benin - participated,
along with ministers from 25 African countries. The forum signalled Korea’s intention
to broaden and deepen its engagement with Africa. At a dinner to welcome African

guests to Seoul, President Roh outlined Korea’s African initiative as follows:

Korea plans to increase its ODA to Africa and do its part in assisting Africa in a vari-

ety of areas, including medical and health care system building, human resources
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development, IT sharing as well as trade and investment promotion. In particular,
we will actively help Africa build its information infrastructure and train its person-
nel as a means of boosting Africa’s capacity for development. We are also fully com-

mitted to helping Africa achieve the UN Millennium Development goals (MDGs).

Roh concluded by expressing his hope that Korea and Africa would ‘be able to enjoy a
mutually beneficial partnership on the solid basis of friendship’.®!

Korea’s forum followed a similar format to that of East Asian rivals Japan and China,
and confirmed Korea’s interest in joining the new competition for markets and resources
in Africa. Commentators have characterised Korea’s new African interest as a form of
‘pragmatic diplomacy’, through which Korea seeks opportunity on an unfamiliar conti-
nent. As in the cases of both Japan and, especially, China, the policy drivers are access
to oil and resources to feed the growing Korean economy. Ban Ki-moon has suggested
that ‘co-operation between Korea and Africa is very important in that it has boundless
potentialities’.52

Africa’s resources provide the comparative advantage in engaging with Korea, while
Korea is able to provide technology and manufactured products to African markets.
Given the size of Korea’s economy in comparison to that of Japan and China, aid to
Africa will remain small, but, if carefully targeted, could be highly effective. Unlike
those of Japan and China, Korea’s Africa strategy would have to remain selective and
specific, with a niche market approach, rather than a continent-wide engagement. Nev-
ertheless, Korea has the capacity to become a key external player on the continent,
able to contribute to Africa’s economic development, while boosting its own prospects.
Although South Africa is Korea’s biggest African trade partner, Korea’s interaction with
Nigeria offers the model for Korea—Africa relations. Former President Obasanjo visited
Korea six times, providing the foundation for a positive high-level dialogue which pro-
vided the foundation for a productive Korea—Nigeria relationship.®?

The Korea—Africa Forum produced the Seoul Declaration of November 2006, which
was intended to lay the foundation for a ‘framework of friendship, partnership and
co-operation between Korea and African countries’ (see appendix). Specifically, Korea
offered its support for objectives of the New Partnership for Africa’s Development
(NEPAD) and the MDGs. Seoul thus sought to align itself with the African agenda,
and help to promote good governance and economic development on the African con-
tinent. Korea also identified a number of key areas of potential co-operation which
could underpin expanded co-operation. Its rapid industrialisation process offers Africa
a model for its own economic development and prosperity. Rural development and
human resource capacity building were also identified as areas for expanded co-oper-
ation. Korea’s obvious strength in ICT offers numerous opportunities for co-operation
with African countries.

The Korea—Africa Economic Conference (KOAFEC) provides a secretariat and pro-

gramme through which financing for development projects in Africa can be chan-
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nelled.® Financing is provided through the Korea Import-Export Bank and the Africa
Development Bank. The process produced nine ODA agreements, totalling more than
US$750 million, concluded between Korea and a number of African countries.?®
Korea’s ODA is small in comparison to the overall size of its economy. Despite
increases in ODA allocations over the past few years, Korea’s ODA to gross national
income (GNI) is still far below the average for member countries of the Organisation for
Economic Cooperation and Development / Development Assistance Committee (OECD/
DACQ). There is thus significant room for improvement in the quantity of aid provided
by Korea. At the same time, Korean ODA allocations are close to US$800 million, and
could have a significant impact if applied appropriately. The fine-tuning of Korea’s ODA
policy could have a very positive impact on many projects and programmes in Africa.
Korea is presently developing a comprehensive non-governmental organisation (NGO)
support programme, which is increasingly making a positive contribution to social and
political stability in developing countries. In 2008, Korea supported 35 NGOs in Africa,
and was active in 61 projects in 19 countries (see Regional Support 2008 below.) At the
same time, there is a need for African leaders and institutions to engage Korea more

energetically on this issue, and encourage Seoul to step up ODA allocations in Africa.%¢

South Africa—South Korea Total Trade Imports & Exports
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1996
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1998
1999
2000
2001
2002
2003
2004
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South African Trade Statistics
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SA's Main export to Korea
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The Korea—Africa Forum committed Korea and the African participants to a ‘long term
and mutually beneficial relationship’ intended to promote trade and investment. In
addition, participants committed themselves to increased consultation and a broader
interaction to improve understanding and mutual support in international affairs. The
forum was followed by meetings in South Africa in 2007 and Morocco in 2008. Korea
has sought to establish an ongoing dialogue with Africa to identify areas of common
interest and concern. KOAFEC has also conducted a number of follow-up meetings,
with a focus on funding projects in Africa. At the most recent meeting in Seoul during
October last year, 26 African countries participated. The next KOAFEC ministerial level
meeting is planned for 2010.

The KOAFEC meeting in 2008 produced an action plan identifying focus areas for
Korea—Africa co-operation. Korea identified construction in Africa and resource devel-
opment as priority areas where Korean companies have the expertise, experience, and
capacity to engage Africa effectively. Korea’s strength in ICT offers Africa numerous
opportunities for upgrading communications capacity. Related to this, Korea is able
to offer advanced technical training at institutions in Korea (see table 7, summarising
Korea’s initiatives on engaging Africa). Korea has also emphasised its willingness to
share knowledge with Africa on agricultural and rural development, as well as Korea’s
overall, very successful, economic development programme. In keeping with recent
trends in the international arena, Korea has advocated co-operation in environmental
protection through a ‘green growth partnership’.

The Korean Institute for International Economic Policy (KIEP) has provided guid-
ance for Korea’s economic engagement with Africa. Its analysis offers insights into the
drivers for Korea—Africa policy and the prospects for long term co-operation. KIEP
has identified Africa as a huge opportunity in terms of resources and future market
development. Africa’s resource base is identified as follows: oil, 9,5 per cent of global
reserves; natural gas, 8 per cent; uranium, 20 per cent; bauxite, 32 per cent; gold, 40
per cent; phosphate rock, 42 per cent; diamonds, 60 per cent; manganese, 80 per cent;
and gold, 88 per cent. Given Korea’s growth projections and growing need for raw mate-
rials, it cannot afford to ignore Africa. In addition, strong growth in Africa in recent
years, along with positive economic and political reform, is opening African markets
and creating increased potential for external involvement.

KIEP has noted that increased involvement in Africa by the United States, the EU,
Japan, and China is creating new opportunity for other players. As Africa’s transport
networks improve, new avenues for co-operation are emerging. The significant aid pro-
grammes provided by the United States, the EU and Japan will strengthen market forces
across the continent and facilitate a stronger consumer drive in Africa. KIEP has pre-
dicted increased growth for Africa, diverse economic development, and, with continued
political reform, significant prospects for commercial engagement with Korean corpo-
rations. However, in the short term, low GDP per capita ratios in Africa will undermine

consumer spending, requiring continued international development assistance and
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aid packages. Africa’s comparative advantage will remain its wealth of commodities,
which, if accessible, offer foreign investors significant prospects.®’

KIEP analysis indicates that (moderately priced) Korean products are capturing
increased market share as that of (high-priced) Japanese products has decreased. China
(with lower-priced manufactured products) has seen its market share grow significantly

in recent years. Increasingly, Korea will be forced to compete with

Table 7: Korean initiative for African development

Item Main contents

ODA —Threefold increase of ODA ($10 million) in three years
— Focus on the countries with good governance

Development experience — Invite 1000 students from Africa in three years
— Send volunteers and experts to Africa

Medical support — Send medical staff, hospitals
— Provide medical equipment, vaccines

Human resource development support — Develop schools and ICT infrastructures.
—Vocational training centre

Agri and fishery — Agricultural technology transfer and support of agricultural infrastructure
— Fishery and marine products technology support

Information technology — T training centre
— e-government

Korea-Africa Forum — Korea—Africa Forum among private sector, government and academic sector
— Regular conference

Co-operation with multinational agencies WEP, UN Industrial Development Organisation (UNIDO), AFDB

Trade promotion No tariff, no quota for least developed countries (LDCs)

Source: Kim Ji-Hong, unpublished conference paper, KDI, 2006

China to win market share in the emerging economies of Africa. In terms of Korea’s
foreign direct investment (FDI), close to 35 per cent is located in Asia, and close to
20 per cent in North America. Africa receives less than 3 per cent of Korea’s FDI, with
the following countries the main targets: Algeria (19,2 per cent), Libya (13,7 per cent),
Sudan (12,9 per cent), Nigeria (12,6 per cent), Egypt (12,4 per cent), South Africa (10,3
per cent), and Morocco (5 per cent). The rest is spread in small amounts across the con-
tinent. As the Korean global investment profile grows, Africa will become increasingly
important. Moreover, unlike Japanese investors, Korean companies are willing to take
on the challenge of high risk investment in Africa.

In terms of Korea’s ODA, Africa accounts for less than 10 per cent of the overall
budget. Almost 80 per cent of Korea’s ODA goes to Asia, but over time Africa’s impor-
tance is expected to increase as relations improve and trade increases. Overall, KIEP’s

prognosis for Africa is positive. Given good growth in recent years and increased liber-
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alisation of African economies, Africa increasingly offers new opportunity for Korean
investors. KIEP is seeking specific opportunity to provide support for Korea—Africa rela-
tions, and to provide a framework for enhanced interaction. For KIEP researchers, a
key to improved relations would be enhanced scholarly exchanges to build the intellec-
tual foundation for strengthened relations. Based on a sound co-operative framework,
and supported by the necessary state-to-state agreements, KIEP foresees a significant

growth in Korea—Africa relations in the years ahead.®®

Korea and South Africa

In July 1995, President Nelson Mandela visited the ROK on a mission to enhance South
Africa’s relations with Korea and consolidate diplomatic links in East Asia. Three years
later Thabo Mbeki, then South Africa’s Deputy President, visited Seoul to explore new
opportunities for engagement. A range of official interactions have since continued, culmi-
nating in former Deputy President Phumzile Mlambo-Ngcuka’s visit in May 2007. In June
last year, South Africa’s labour minister visited Korea to investigate vocational training
programmes. Korea-South Africa policy consultative meetings (PCMs) have been held in
2004, 2005, and 2008 to advance relations and identify new areas of co-operation.

KIEP has identified South Africa as a key African partner for Korea, based on a
number of factors. These include the size and sophistication of South Africa’s economy,
which they characterise as follows: South Africa’s economy makes up approximately
25 per cent of Africa’s GDP; South Africa’s GDP is three times that of Nigeria; South
Africa’s GDP per capita is estimated at US$10 000 (PPP); South Africa consumes 20 per
cent of the continent’s imports; and it produces 80 per cent of the continent’s automo-
biles, 50 per cent of its electricity, and 40 per cent of its industrial output and mineral
production. Long term economic forecasting for South Africa suggests that its economy
has very significant growth potential, and is among 11 economies expected to show
considerable potential over the next few years. (The other ten key emerging economies
are identified as: Turkey, Iran, Egypt, Indonesia, Philippines, Vietnam, Pakistan, Bang-
ladesh, Algeria, and Nigeria.) Moreover, South Africa’s significant reserves of key raw
materials make it an obvious economy of interest for all industrialised nations.®

According to South Africa’s Department of Foreign Affairs (DFA) assessments, there
is potential for the following in the South Korea market: agro-processed goods, wine,
automotive parts, jewellery, arts and crafts, pharmaceuticals, franchising, and chemi-
cals. Given the dynamism of the Korean economy, and the disposable income of the
average Korean citizen, there is clearly vast potential for improved market penetration.

Since 2004, Korea and South Africa have been working together to implement a
science and technology agreement. In June 2005, the first Korea—South Africa Joint
Committee on Science and Technology was held in Seoul. The committee agreed to
establish a networking programme to expand interaction between Korean and South

African scientists. Joint funding for new projects in the following fields was agreed
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on: nano-technology, biotechnology, space science, astronomical research, hydrogen
economy, fuel cells, and nuclear science. Related to this agreement, the Korea Science
and Engineering Foundation (KOSEF) and South Africa’s National Research Foundation
(NRF) agreed to allocate funds to advance co-operation.

In October 2007, it was reported that two Korean power companies (Korea South East
Power Corporation and Korea Western Power) had signed contracts for 1,25 million tonnes
of South African coal. The supply of coal for electricity generation in Korea has long been
a feature of South Africa—Korea relations, but new supply challengers have emerged in
China. South African suppliers are thus required to contain costs to compete effectively
in the ongoing supply of coal. Raw material producers in South Africa have comparative
advantages in other areas, specifically market scarcity, which gives opportunity. In effect,
the new interest from developing Asian economies (particularly China) in South Africa is

directly related to South Africa’s share of critical raw materials (see table 8).

Table 8: South Africa’s mineral reserves, 2006

Commodity Unit Reserves % Worldranking
Alumino-silicates Mt 51 374 1
Antimony Kt 250 6,4 4
Chrome ore Mt 5500 724 1
Coal Mt 33814 37 7
Copper Mt 13 2,0 14
Fluorspar Mt 80 16,4 2
Gold t 36000 40,7 1
Iron ore Mt 1500 0,9 1
Lead Kt 3000 2,1 7
Manganese ore Mt 4400 80,0 1
Phosphate rock Mt 2500 5,0 4
Platinum-group metals t 70000 87,8 2
Silver Kt 10 - -
Titanium minerals Mt 244 27,8 2
Uranium Kt 298 1,6 4
Vanadium Kt 12000 44,0 1
Vermiculite Mt 10 40,0 2
Zinc Mt 15 3,3

Zirconium minerals Mt 14 17,4 2

Mt=megaton, Kt=kiloton, t=ton
Source: Minerals Bureau
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Table 9: Korea’s FDI to South Africa

Thousand US$ 2003 2004 2005 2006 2007 2008 Total

FDI 196 123 26697 5983 29397 21942 168 845

Source: Korea Exim Bank

Table 10: Principal Korean investors in South Africa

Name Number Thousand US$
Samsung Electronics (Samsung) 6 48 857
LG Electronics (LG) 4 42 407
Innoland Property 1 20305
Daewoo Motors 4 18255
Malesela Taihan Electronic Cable 2 14100
Poschrome 2 10050
Sinna Manufacturing 4 2845
SIM Flex 3 2249
Daewoo AMIC 2 2327
ONSE Telecom 7 1500
Ceragem 3 1810
SOURCE: Korea Exim Bank

As tables 9 and 10 indicate, Korean investment in South Africa has grown, and there is
potential for a further increase. An improved investment environment in South Africa
would open the way for new Korean interests and investment.

In 2007, South Africa’s Deputy President Phumzile Mlambo-Ngcuka paid a visit to
Korea seeking to broaden and strengthen bilateral relations. She appealed for increased,
but more balanced, trade, and encouraged Korea to become more directly involved in
South Africa’s skills enhancement programmes. Given Korea’s high level of technical
training, it is an ideal partner for South Africa in this area. Deputy President Mlambo-
Ncguka identified minerals beneficiation as an area of potential future co-operation,
through which Korea could apply its technology to job creation in South Africa, while
benefiting from increased importation of key minerals. She also appealed for more
Korean investment in South Africa, increased tourism, more ICT involvement, and a
greater use of South Africa as the ‘gateway to Africa’. Given the good progress made on
bilateral interaction (see list of agreements below), Korea and South Africa have laid a
solid foundation for building a long term strategic partnership.

In September last year, the South Korean government agreed to provide US$1 million

to establish an Information Communications Technology Co-operation Centre (ITCC)
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in South Africa. Korea and South Africa have signed a memorandum of understanding
(MOU) to formalise a three-year partnership agreement on this project. The centre is
intended to facilitate e-skills training and help to implement e-government and related
research projects. It is also intended to promote information exchanges in the field of ICT.
The 4th Korea—South Africa Policy Consultative Meeting was held in Seoul in December
last year. It was agreed that bilateral co-operation is to be enhanced with a focus on the
energy sector. Thus Eskom and Korea’s state-run electricity supply agency, KEPCO, are
to expand discussions with a view to closer co-operation. Notes were exchanged on the
energy, minerals, and electricity sectors. It was also agreed that an FTA feasibility study
will be undertaken to identify the advantages of a Korea-South Africa FTA. The issue
of direct flights is to be fast-tracked, while legal agreements, a visa waiver programme,
and the expansion of culture and sports exchanges are to be discussed further. Korea
discussed plans for the second Korea—Africa forum, seeking South Africa’s full participa-
tion and support for this event. In terms of ICT co-operation, there was some discussion

on Korean participation in a traffic control centre in Johannesburg.

Korea—South Africa bilateral agreements

Signed agreements

Agreement on co-operation in the field of science and technology (February 2004)

Agreement on 30 days visa waiver (April 1998)

Agreement on air service between and beyond their respective boundaries (July 1995)

Agreement on the promotion and protection of investment (July 1995)

Agreement on the avoidance of double taxation and the prevention of fiscal evasion with respect to taxable income (July 1995)

Signed arrangements

MOU between the NRF and KOSEF (June 2005)
Arrangement for the implementation of the project for the upgrading of the SA national technical testing centre between the
respective ministries of labour (Indlela project) (August 2002)

General agreement on scientific and technological co-operation between CSIR and Korea Institute of Science and Technology (28
August 1998)

Arrangement for trade and industrial co-operation between the Ministry of Trade and Industry of the RSA and the Ministry of
Trade, Industry and Energy of the Republic of Korea (October 1997)

Agreement on small and medium enterprise co-operation between Ntsika Enterprise Promotion Agency of South Africa and the
Small and Medium Industry Promotion Co-operation of Korea (October 1997)

MOU on small, medium and macro enterprises (July 1995)

Protocol on the establishment of diplomatic relations (December 1992)
Treaty of mutual legal assistance in criminal matters (2008)

Treaty on extradition (2008)
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Korea—South Africa bilateral agreements (contiued)

Pending agreements/arrangements

MOU on defence

Cultural agreement

MOU in the field of sport and recreation

MOU on co-operation in the fields of energy and mineral resources
Arrangement on nuclear safety regulations

Agreement on co-operation in the field of peaceful use of nuclear energy
MOU for co-operation in the field of employment

Crafting a strategic partnership

Thus, since President Mandela’s visit to South Korea in 1995, relations have shown good
progress and a solid foundation for co-operation has been laid. However, from both sides,
much more could be done to build a broader and more mutually rewarding relationship.

The following are suggestions for South Korea to enhance its African/South African

footprint.

« Currently there are only 18 Korean diplomatic missions in 53 African countries. A
broader representation would facilitate a more effective Korean engagement with
the continent.”

« Korea should work more closely with the AU in designing and implementing its
Africa programmes.

« Interaction with African regional economic communities (RECs) would offer Korea
a new dimension for ICT engagement, and would help support and promote African
regional integration.

+ Increased interaction with NGOs and multinational agencies in Africa could enhance
Korea’s engagement with Africa.

«  More active and productive secretariats for both the Korea—Africa Forum and KOA-
FEC would be useful in driving the Korea—Africa agenda.

« A refocusing and expansion of Korea’s ODA to Africa, along with greater transpar-
ency on project outcomes, would be a positive development.

+  More regular high-level visits by Korean officials to Africa would be helpful in
attracting positive media attention and building a closer co-operative relationship.

+ Korean diplomatic missions should increase assistance to Korean companies seek-
ing trade with, or investment in, Africa. Given the challenges of doing business in
Africa, Korean companies need extensive support.

«  Within Korea, a professional research institute focusing on African studies would
be helpful in building knowledge on Africa, and assisting both business and

policy-makers.
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« Korean government, business, and the media should increase efforts to inform the
Korean people about Korean diplomacy in Africa, and Africa in general, with a view

to building interest and support for expanded Korea—Africa relations.

The following are suggestions for South Africa to develop a rewarding strategic partner-

ship with Korea.

+ Full high level participation in future Korea—Africa Forum and KOAFEC meetings
would help build Korea—Africa relations and Korea—South Africa relations.

« South Africa should take the lead in partnering with Korea for the second Korea—
Africa Forum. It could play a key role in helping Korea craft an appropriate agenda
to maximise benefits for both sides.

« The ROK provides the ideal access point for the entire East Asian region (includ-
ing China). Korea is rapidly becoming the logistics hub for the region, enabling
extra-regional countries to access a vast consumer market. (The expected future rail
links from the south, through the north, to Russia and China, and across Russia to
Europe, will open new market opportunities and growth prospects.)*

« South Africa and Korea could increase peace-keeping co-operation — Korea is pres-
ently involved in expanding its capacity to engage in peace-keeping operations
(PKOs), with a view to facilitating rapid deployment to troubled areas worldwide.
Rapid response PKO forces are to be increased to 2 000 by 2012. (Korea is the
world’s 10th largest donor to the UN.)%2

+ South Africa should step up efforts to access Korean global market leaders by access-
ing Korean made products and advanced technologies. There are now 120 Korean
made products which are global market leaders. Korea is also at the cutting edge of
a range of new technologies which could enhance productive capacities and efficien-
cies in the South African economy.®® For example, interaction with Korea’s Osong
bio-technology cluster could be supportive of research initiatives in South Africa.*

+ South Korea is ideally placed to assist South Africa in skills enhancement. South
Africa should step up co-operation in this context.

« Minerals beneficiation is another area of importance. South Korea’s technology
could play a leading role in adding value and creating jobs in South Africa. Increased
dialogue on this issue would be helpful.

« South Africa should seek Korea’s involvement in a ‘big project’, such as power sta-
tions, major construction, ship-building or a regional ICT network. This would
significantly boost relations, and open the way for accelerated positive growth in
Korea-South Africa relations.”

+ The conclusion of a Korea-South Africa FTA would open the way for new, mutually
beneficial trade and investment opportunities. An FTA would create the legal frame-
work for a strategic partnership, and would be a strong encouragement for Korean
investors to enter the South African market. The recently concluded Korea—Chile FTA

has opened an array of unexpected new economic opportunities for both participants.®®
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« South Africa should encourage the development of a comprehensive ICT network for
the whole Southern African Development Community (SADC) region. Korea would
be an ideal partner in this process.

« Increased business exchanges, seminars, and workshops to identify new trade and
investment options would be helpful in creating new opportunities and co-operative

networks.

A suggested plan for expanded and strengthened co-operation is outlined below. Key
features include bringing the ‘Korean wave’ to South Africa, which would create greater
interest in and awareness of Korea among ordinary South Africans. Moreover, a key
factor would be direct air links to facilitate increased exchanges and new opportunities
for constructive dialogue. The suggested plan emphasises growing grass roots support

as well as top-down initiation.

Suggested plan for enhanced Korea—South Africa relations

1. Cultural exchange Bring the ‘Korean wave'to South Africa.
Increase cultural and sports events.
Increase media coverage and public awareness of Korea in South Africa.

2. Academic exchange Step up academic and student exchanges.
Hold seminars/conferences.
Encourage debate and publication on Korean—South African issues.

3. Establish direct air links Increase business-to-business contact.

Consolidate South Africa as the bridge to Africa.
Consolidate Korea (Inchon) as the bridge to East Asia.
Hold regular business seminars/events.

Increase high level official exchanges.

Boost tourism.

4, Official working level Increase working level contact with a view to promoting broader interaction.
Conclude FTA feasibility study.

5. Set up business forum Increase business-to-business networking
Promote two-way trade and investment.

6. Regular bilateral meetings Conduct regular high level exchanges.
Build a constructive strategic partnership.

Conclusion — partners in development

Given its urgent need to combat poverty and unemployment, South Africa’s post-Mbeki
foreign policy requires urgent adjustment towards prioritising and advancing national
economic interests. To this end, a pragmatic and strengthened strategic integration with
the fast growing economies of the East Asian region, especially South Korea, would be
a major advantage. South Korea would be an ideal hi-tech partner in meeting South

Africa’s challenge to grow its economy, create jobs, and strengthen participation in the

INSTITUTE FOR GLOBAL DIALOGUE



KOREA AND SOUTH AFRICA

globalisation process. South Africa should step up dialogue and knowledge exchange on
development issues with Korea, to build a more constructive development partnership.
Ideal and mutually beneficial ROK-South Africa partnerships could include those

suggested below.

o Skills enhancement programmes

The ROK is a world leader in technical education and can assist South Africa in this
area. (More than 30 000 foreign students now study in the ROK every year, while
more than 150 000 Koreans study abroad.)

e Minerals beneficiation

The ROK would be an ideal partner in adding technical know-how to South Africa’s
rich mineral wealth. This would be a mutually rewarding process. (Korea’s research

spending ratio to GDP ranks fifth in the world.)

e Job creation

South Korea has vast experience in poverty relief and job creation. Korean financed
manufacturing plants in South Africa, to supply the continent, provide massive

opportunity.

o Expand technology co-operation

Build on existing agreements to enhance mutually beneficial technical co-operation.
For example, the ROK has concluded detailed technology co-operation agreements
with a number of countries. (Korea aims to become a global leader in technology
and science by 2012.)%”

e [T networking

Korea’s obvious strength in the IT industry offers prospects for a new SADC, or

continent-wide, communications network.’®

e [TA

A South Korea-South African FTA would open up a vast range of new commercial
possibilities. For example, the recently concluded ROK-Australia FTA study fore-
casts significant gains for both countries through increased trade. (Forecasts predict
a 40 per cent increase in two-way trade) Moreover, a ROK-South African FTA would
unlock potential for co-operation in other related areas, and lay the foundation for

a positive and constructive long term bilateral relationship.
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e Innovation-led development

Increased commercial dialogue with the ROK would open the way for strengthened
engagement and the effective application of South Korea’s innovation-led develop-
ment process, a concept which would be helpful in strengthening South Africa’s

response to globalisation.

e South African investment office in Korea

Opening a dedicated investment office in Seoul would advance Korean investment
in South Africa. For example, France has established an ‘Invest in France agency’ in
Korea to boost Korean FDI. (The ROK’s US dollar reserves are among the highest in
the world.)*®

e Investin the ROK

Invest Korea points out the advantages of investing in Korea as follows: talented
human resources, one of the world’s largest economies, excellent profitability,
advanced IT environment, strategic location, top creativity in innovation, state-
of-the-art infrastructure, world-class multinational companies, strong government

support, and a stimulating lifestyle.1%

e Develop an active ROK-South African chamber of commerce (South Korea has 94 trade
organisations in 51 countries).

A direct Johannesburg-Inchon flight is an urgent priority in building a more mutually
beneficial relationship.!®® This would facilitate increased exchange and more oppor-
tunity for dialogue.'*> Building a strategic link with Inchon would also improve South
Africa’s access to the whole East Asian region, laying the foundation for a strong con-
nection with one of the fastest growing regions in the world. The early conclusion of an
FTA with Korea should be prioritised, as this would provide the catalyst for accelerated
interaction, with enormous benefits for South Africa. Moreover, South Africa should
move to link with key FTA zones, sooner rather than later, to avoid being left behind
when the next phase of global growth begins. For a successful and rewarding outcome,
the Korea—South Africa relationship should be managed at the highest level, with regu-

lar high level exchanges creating the driver for positive interaction.
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Appendix A: Seoul Declaration November 2006

We, the participants of the ‘The 1st Korea—Africa Forum’ held in Seoul on 7 to 9
November 2006, acknowledge that the forum laid the foundation for a framework of

friendship, partnership and cooperation between Korea and the African countries.

We recognize that the African countries, equipped with the potential for full growth
and development, and dynamic Korea need to bolster inter-regional cooperation as
a way to respond to the fast-changing global environment, including the increasing

interdependence of nations in this rapidly globalizing world.

Having in mind the importance of solidarity as a fundamental value to interna-
tional relations in the 21st century, we reaffirm the importance of implementing
the Millennium Development Goals (MDGs) adopted in 2000 and call on all the
development partners to actively contribute to the efforts of the African countries

in achieving their goals.

In this context, we highly appreciate ‘Korea’s Initiative for Africa’s Development’
declared by President Roh Moo-hyun during his visit to African countries in March
2006 and the Korean Government’s announcement to increase its aid budget includ-

ing the tripling of Official Development Assistance for African countries by 2008.

We welcome the Korean government’s commitment to assist the African coun-
tries in human resource development by inviting 1,000 trainees within the
following three years and share its development experience with Africa.
Appendix We also welcome the Korean Government’s commitment to provide full
support for the African countries in pursuing objectives of the New Partnership for
Africa’s Development (NEPAD) such as poverty reduction, and in addressing prob-
lems in key priority areas including water, agriculture, health, education, science

and technology ICT, and good governance.

We also recognize that collaborative programs should proceed from Africa’s own
initiative for its development, along with cooperation of international partners such

as Korea.

We acknowledge the need to establish long-term and mutually-beneficial relation-

ship by promoting trade and investment between Korea and Africa.

We also acknowledge that the Korea—Africa Forum will not only establish a close
economic partnership but also play a vital role in promoting mutual understand-
ing among people from various cultures and reaffirm our commitment to fostering

closer ties in the areas of mutual interest.
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9. We agree that the Korea—Africa forum should be held regularly to serve as a mecha-

nism for substantive cooperation.

Seoul, Republic of Korea
November 8, 2006

Appendix B: Korea's initiative for Africa’s development

The government and the people of the Republic of Korea,

With a vision that world peace and common prosperity of the 21st century should be

realized together with the African countries,

Seeking to achieve this objective by greatly expanding cooperation in the humani-

tarian field, such as poverty reduction as well as assistance for economic and social

development of Africa,

Desiring to play a full part in the international endeavour to achieve the U.N. Mil-

lennium Development Goals,

Will take an initiative for cooperation and support in various fields as follows:

1. By the year 2008, Korea will triple the overall amount of development assist-

ance to Africa.

To this end, Korea will substantially increase the budget for grant aid and will
give priority to countries practising good governance in the allocation of the
increased aid.

In addition, Korea will strive to secure innovative resources for development

based on broad public support on this issue.

2. Korea will increase opportunities to share with the African nations its own

experiences in overcoming poverty and underdevelopment within a short

period of time.

Over the next three years, Korea plans to invite a total of one thousand Afri-
can people to receive training in Korea in order to help bolster Africa’s human
resources development.

Korea will also sharply increase the number of volunteers dispatched to Africa
to carry out regional development activities.

Korea will assist African nations in establishing their own development plans.
As part of this effort, Korea will organize workshops on the Korean economy
and development-related topics. In addition, Korean experts will be dispatched

to Africa.
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Korea will expand programs to reduce the child mortality rate, improve mater-
nal health, and eradicate disease including HIV/AIDS, malaria and tuberculo-
sis in Africa.

« To this end, more medical teams will be dispatched to Africa. Also projects such
as hospital construction and medical equipment improvement will be carried
out to support the development of Africa’s basic public health infrastructure.

« To help eradicate disease spreading in underdeveloped countries, especially
those endemics in the African region, Korea will support vaccine development

programs including those by the International Vaccine Institute (IVI).

Korea will contribute to the development of human resources in Africa by

extending support for Africa’s basic and vocational education.

+ Efforts to improve basic and information-oriented education of African people
will be made through providing schools as well as constructing information and
communication technology (ICT) infrastructure for schools.

« In addition, Korea will support vocational training by setting up vocational

training centres and providing training programs for African instructors.

Korea will expand its assistance in the agricultural and fishery fields, in an

effort to relieve Africa’s food shortage and to promote the primary industry.

« Koreawill cooperate with the New Partnership for Africa’s Development (NEPAD)
and support its ‘Comprehensive Africa Agriculture Development Program’.

« Korea will strive to improve Africa’s agricultural productivity as well as its rural
income by sharing Korea’s agricultural technology as well as assisting the con-
struction of rural infrastructure.

« Korea will support the sustainable use and development of fishery resources

through technical assistance in fishery and acqua-culture.

By sharing Korea’s cutting-edge ICT with African nations, Korea will contrib-

ute toward bridging the Digital Divide in Africa.

« Korea will expand the invitation of trainees and the dispatch of Korea volun-
teers in the ICT sector.

« Korea will also provide other assistance such as in construction of IT training

centres and supporting e-government projects.

‘Korea-Africa Forum,” a consultative body of government officials, academic
scholars and civilians, will be established and developed to serve as a regular
consultation channel between Korea and Africa.

« In addition, a ‘Korea—Africa Economic Cooperation Forum’ will be held to pro-

mote the economic cooperation between Korea and Africa in various ways.
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8. Through cooperation with relevant international organizations, Korea will
work toward improving the expertise and efficiency in the activities for Afri-
can development.

« Joint projects will be pursued with international organizations such as WFP,
UNIDO and UNWTO ST-EP.

+ Korea will increase partnership with the African Development Bank (AfDB).

9. To improve the trade capacity of African nations, Korea will expand trade
with the investment in Africa.

+  Market access will be expanded for products of duty-free and quota-free imports
from the least developed countries (LDCs).

« Korea will extend support for African nations to improve their trade capacity
by increasing contributions to the Integrated Framework (IF) for LDCs and by
expanding its own training programs on WTO trade rules and regulations.

+ Exchange among business people will be encouraged through various programs,

such as the dispatch of missions to promote trade and investment.

10. This initiative will be pursued with an emphasis on strengthening Africa’s
ownership over its development.

+ To this end, Korea will conduct joint projects with African regional organiza-

tions such as the AU and NEPAD with a view to supporting Africa’s self-help

efforts for development.

Appendix C: Together we shall open a road to advancement

Address by President Lee Myung-bak at the 17th Inaugural Ceremony (extract)

The Republic of Korea will take a more positive stance with a greater vision and
carry out global diplomacy under which we actively cooperate with the international
community.

Transcending the differences in race, religion, and wealth, Korea will befriend all
nations and peoples. Respecting the universal principles of democracy and market
economy, we will take part in the global movement for peace and development.

We will work to develop and further strengthen traditional friendly relations with
the United States into a future-oriented partnership. Based on the deep mutual trust
that exists between the two peoples, we will also strengthen our strategic alliance with
the United States.

We will attach importance to our policy towards Asia. In particular, we will seek
peace and mutual prosperity with our close neighbours, including Japan, China and
Russia and promote further exchange and cooperation with them.

In order to ensure that our economic engine runs smoothly, we will work to acquire
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a safe and stable supply of resources and energy. Moreover, we shall take the lead in
environment-friendly international cooperation.

As befitting our economic size and diplomatic capacity, our diplomacy will contrib-
ute to promoting and protecting universal values.

Korea will actively participate in UN peace-keeping operations as well as enlarge its
official development assistance (ODA).

By emphasising the importance of cultural diplomacy, we will work to allow Korea
to communicate more openly and easily with the international community. Our tradi-
tional culture, when coupled together with our technological prowess, will no doubt
transmit to the world an image of a more attractive Korea.

Unification of the two Korea’s is the long-cherished desire of the 70 million Korean
people. Inter-Korean relations must become more productive than they are now. Our
attitude will be pragmatic, not ideological. The core task is to help all Koreans live hap-
pily and to prepare the foundation for unification.

As already stipulated in my Initiative for Denuclearisation and Opening up North
Korea to achieve US$3,000 in Per Capita Income, once North Korea abandons its nuclear
program and chooses the path to openness, we can expect to see a new horizon in inter-
Korean cooperation.

Along with the international community, we will provide assistance so that we can
raise the per capita income of North Korea to US$3,000 within 10 years. That, I believe,
will both benefit our brethren in the North as well as be the way to advance unification.

Together, the leaders of the two Korea’s, must contemplate what they can do to make
the lives of all 70 million Koreans happy and how each side can respect each other and
open the door to unification. If it is to discuss these issues, then I believe the two lead-
ers should meet whenever necessary and talk openly, with an open mind. Indeed, the

opportunity is open.
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