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Overview
The Korean government plays a leading role in making substantive progress in the implementation of the Seoul Development Consensus which was adopted at the G20 Seoul Summit in 2010 and bringing about concrete results as co-chair of the G20 High-Level Development Working Group (DWG). Also, the Fourth High-Level Forum on Aid Effectiveness (HLF-4) was successfully hosted with the Korean government’s active role and contribution.
Korea’s efforts and performance to contribute to poverty reduction and sustainable development has heightened not only the international community’s interest but also Korean people’s support. 
The volume of Korean aid has been increasing steadily. In 2011, Korea’s net Official Development Assistance (ODA) volume recorded its highest level ever (USD 1.321 billion). However, the ODA to Gross National Income (GNI) ratio has not increased for two consecutive years since 2010, remaining at around 0.12%.
· The government has reaffirmed that the loan to grant ratio of its aid would be maintained at 4 to 6. In the early 2000s, the volume of loans was twice as high as grants. Since grants have rapidly increased, 2007 was marked by the decrease of the loan to grant ratio to 27 to 73. However, the proportion of loans has actually been increasing again. In 2011, while the grant ratio declined, the loan ratio increased by 26.2%, showing a ratio of 42 to 58.
· As the international community is currently emphasizing the private sector’s role and participation in international development cooperation to extend development finance, the private sector is emerging as a prominent agent of development cooperation in Korea. The government has been eagerly promoting the private sector’s participation in infrastructure projects in developing countries. 
· In June 2012, Korea will undergo its first Peer Review since it became a member of OECD DAC. This peer review is important for Korea to demonstrate its efforts to improve its foreign aid policy and institutional system. Civil society will also take this opportunity to examine the progress made by government departments and agencies toward meeting the commitments made by the Korean administration and urge the government to step up more active improvement. 

■ Increasing ODA volume and high proportion of loans 
It is encouraging that the volume of Korean aid has been increasing steadily since 2006. However, the amount of Korean ODA remains insufficient compared to that of other DAC members. Korea ranks as the 13th largest economy, 9th largest trade volume, and 7th largest export volume as of 2010. As a donor country enjoying a favorable economic situation, more concrete efforts should be exerted to implement its commitments to increase the amount of aid while political will to ensure its accountability to the international community is an imperative. 
The Korean government has continued to reaffirm its promise to increase its annual ODA, including it in national strategies and plans such as the Mid-Term ODA Strategy (2008) and the Public Financial Management Plans (2009, 2010, 2011). But the actual ratio of aid in 2010 and 2011 failed to meet the target percentage both years, which points to the significant difficulties in achieving a 0.25% ODA/GNI by 2015 without a strong political will. 
In 2010, loans represented 39% of the total bilateral aid, which is a high ratio compared to that of other DAC donors. Most DAC members' bilateral aid consists of grants except for three countries: Germany, France and Japan. However, Korea's loan ratio in terms of gross disbursement is also high compared to other DAC members.
Despite a recommendation to correct this heavy use of loans, the ratio of loans has actually increased since 2008. The grant ratio in 2011 declined by 2.8% compared to that of the previous year (560 million dollars), while the loan ratio increased by 26.2% (410 million dollars).
According to the Strategic Plan for International Development Cooperation, the government has vowed to keep the loan ratio around 40% of the total bilateral aid, which means that Korean ODA could involve more loans than at present as the total volume of aid increases. 


■ Far from the integrated ODA policy
The Korean aid architecture consists of two pillars. Under the current system, the Ministry of Foreign Affairs and Trade (MOFAT) manages Korea’s grant aid through the Korea International Co-operation Agency (KOICA), while the Ministry of Strategy and Finance (MOSF) works through the Korea EximBank and its loan institution, the Economic Development and Co-operation Fund (EDCF), to implement concessional loan programs. In the Special Review in 2008, the shortcomings of the previous dual system of development cooperation were pointed out as fixed but they still exert a negative influence on aid effectiveness. 
In 2010, the Framework Act on International Development Cooperation (hereinafter the ‘Framework Act’) and its Presidential Decree came into effect, serving as a legal basis for Korean development aid. According to Article 7 of the Framework Act, the Committee for International Development Cooperation (hereinafter CIDC) and the ODA Policy Bureau were established under the Prime Minister’s Office and the Strategic Plan for International Development Cooperation and the Sectoral Basic Plans for 2011-2015 were created to lay the legal groundwork to make development policy structuralized, integrated, and consistent.

Despite legal and policy improvements, integrated aid policy and strategy could not be designed due to the weak coordinating function of the CIDC under the Prime Minister’s Office, which only works as a negotiating channel between agencies. 
Besides the Ministry of Strategy and Finance and its EDCF in charge of loans, and the Ministry of Foreign Affairs and Trade and its KOICA in charge of grants, there are over 30 ministries, central government organizations, and local municipalities providing aid. The problem is that a number of these actors are providing aid in the absence of coherent restrictions or principles, whereas their actions may sometimes be duplicated and eventually impede aid effectiveness.

As a basic strategy paper, the Strategic Plan for International Development Cooperation is not providing a strategy to streamline aid policy with a partner country’s demands and local needs, but instead highlights the importance of passing on Korea's economic development experience and develop a Korean ODA Model. Therefore, this paper has been criticized by civil society as an effort to claim donor-centric aid. 

■ Little access to information
The government has announced a plan to select 26 priority partner countries and complete a unified Country Partnership Strategy (CPS) for all 26 priority partner countries by 2012. Those 26 priority partner countries consist of 11 Asian, 8 African, 4 Central-South American, 2 Central Asia and CIS, and 1 Oceanic countries. The list of 26 countries and the criteria for their selection were not made public allegedly to avoid a deterioration of diplomatic relations with countries not selected as priority countries. This secrecy and the limited access to information have been criticized as a transparency problem around Korean ODA. 


■ Focus on the private sector’s participation
The 32nd clause of the Outcome Document of HLF4 refers to “Private Sector and Development”, highlighting expectations over the role of the private sector. The Korean government which has actively led the talks on the Post-Busan Partnership Framework has been emphasizing the role of the private sector with a strong interest in corporations’ participation in development projects. In the Strategic Plan for International Development Cooperation, the government has tried to engage private-public partnership (PPP) in the international development cooperation policy. KOICA in charge of grants newly adopted a Global Social Responsibility Partnership program (2010) and formulated a Mid-term ODA Policy for 2011-2015 to introduce various types of project implemented by NGOs and corporations. In 2010, the first year of launching the Global Social Responsibility Partnership Program, KOICA provided KRW 1.2 billion to five projects from five organizations. In the following two years, 2011-2012, 22 projects by 19 organizations were provided with KRW 5 billion. Considering the expansion plan of KOICA private-public partnership projects to KRW 90 billion by 2015, the ODA volume channeled through NGOs and the private sector will steadily increase.
The EximBank in charge of loans produced an Invigorating Plan for Private Public Partnership to support and encourage private corporations to get more involved in development cooperation projects. The Laos Sapien-Senamnoi hydropower project, which was announced as the first case of PPP project supported through the EximBank EDCF fund, shows a project scheme under which corporations' investments cover part of the project's cost and the partner country takes out a loan from Korea to make up the rest of the cost. In this scheme, the EximBank also provided project financing with cooperation from Multinational Development Banks (MDBs) and private financial institutions. A high-level official from the EximBank reaffirmed that it would promote and encourage more corporations to participate in PPP projects, saying that “Because PPP projects allow for big projects even where only a small amount of development aid is provided, we plan to increase EDCF loans to PPP projects.” 

■ Korean rush to developing countries 
Many Korean corporations have been competing to invest in the Asian and African regions and win contracts of large-scale infrastructure projects such as resource exploitation, mining, plants, and urban development. This rush to get overseas development projects results not only from the intensifying competition for resources across the world, but also from the enduring recession in the domestic construction sector. To keep up with this trend, the government, with a USD 60 billion contract goal, has provided investment funds as well as regional investment information to help corporations make inroads overseas. 
Due to insufficient investment capital and technology know-how, donors’ assistance and foreign corporations’ participation in the large-scale infrastructure projects are necessary in developing countries. In recent days, more Korean corporations have invested directly in infrastructure projects in developing countries with the Build-Operate-Transfer (BOT) approach to see operating margins. For developing countries struggling to attract foreign investment, it may be good news. However, most of the PPP projects are involved in large-scale public infrastructure construction projects which create public goods. In other words, private corporations may burden local people to create profits from the infrastructure. 

Through the private sector’s participation in development cooperation projects, governments can access funding and expertise from the private sector and project efficiency can increase. However, when the private sector is driven by the pursuit of their own benefit without any consideration of social responsibility and business ethics, not only can this be in contradiction with the objectives of ODA to reduce poverty and contribute to the partner countries’ development but also, local communities environment and lives can be harmed and sometimes destroyed in the end. Although the private sector may endure unexpected business conditions and poor environment to invest in less developed countries, the corporations of these projects which are supported through ODA should consider how much they can contribute to poverty reduction and the partner country’s development. 

There have been many cases of Korean corporations doing harm to the communities and local people while implementing development projects in developing countries. Daewoo International Corp.’s commuter train project in the southern Philippines is known as one of the worst cases which caused strong local resistance against Korean ODA projects because of a large number of people being forced out of their homes. The Karian Dam project in Indonesia which was supposed to be funded with a Korean concessional loan from the beginning faced criticism for its forced evictions and environmental degradation, which resulted in its suspension and the demand for an environment and social impact assessment. Besides the ODA supported cases, there have been many allegations of human rights violations relating to development projects by Korean corporations. POSCO’s steel project in Orissa, India, provoked a storm of protests by local communities because of environmental deterioration and forced evictions. The inadequate working environment at the Subic Shipbuilding Company in the Philippines, which was bought out by a Korean corporation, Hanjin Heavy Industries and Construction Co., has been criticized by local NGOs and media. In the case of Daewoo International’s Burma gas pipeline project, the dismissal of workers who protested against overdue wages and inadequate land compensation was reported. 

■ Korean corporations, negligent in human rights
As noted above, Korea has seen a rapid and widespread trend of investment by the private sector in overseas development projects. However, corporations have not taken sufficiently into consideration local people who reside close to the project sites and become affected by the projects. Although many Korean corporations which have committed to respect human rights have signed the UN Global Compact, their awareness or attitude concerning human rights remains at a low level. 
According to a 2008 study report by the National Human Rights Commission of Korea, only 16.7% of companies said that they carry out a human rights impact assessment when a new domestic project is launched and 15.6% of companies when a new oversea project is started. Although many companies said human rights issues would stand as an important risk factor in a long-term perspective, they did not see human rights as an important principle. 


■ ODA as a means of resource diplomacy
The scramble for resource is not exceptional to Korean corporations. As more Korean companies participate in resource exploitation and investment projects, more side effects are reported. In fact, the provision of ODA in return for resource acquisition does not coincide with poverty reduction, a development cooperation objective which is widely agreed upon by the international community. In the beginning of 2012, the corrupt practices of a Korean mining company, CNK Global Co., which invested in a diamond mining project in Cameroon, were uncovered. It was a typical corruption scandal involving incumbent high-level government officials. However, the other side of the scandal clearly revealed the problem with the Korean government’s ODA policy. In the process of CNK’s obtaining the mining concessions in Cameroon, the Prime Minister’s office selected Cameroon as a priority partner country under the name of ‘Resource Diplomacy’. This scandal disclosed the government’s hidden agenda to utilize ODA as a means of resource diplomacy in terms of political and economic interest. More scandals of privatizing ODA for an individual company or utilizing it as a trading tool for resource negotiation may be hidden because most of the information about the priority partner countries and the bidding process for PPP projects are not accessible. Lack of transparency in the ODA policy and implementation process resulted in the corrupt relationship between the government and corporations, two parties sharing interest in resource development. The Korean government has officially announced that its ODA is aimed at reducing poverty, but in reality it deals with ODA as a means of resource diplomacy or economic benefit. 

■ Recommendations from civil society
Although harmful consequences from Korean corporations’ participation in overseas development projects have increased as more corporations rush into developing countries, the government’s efforts to regulate those corporations still seem a long way off. The Eximbank in charge of loans has been recently reported as preparing Safeguards for Environmental and Social Impact Assessments and their Operating Manual. Based on the Safeguards, further efforts must be made to provide binding power to the recommendations from the Environmental and Social Impact Assessment and to ensure access to ODA information and consultation with civil society.

Here are some recommendations from civil society concerned about the private sector’s unlimited development activities and resulting negative consequences to the Korean government and corporations. 

· Korean corporations which invest in the least developed countries should elaborate a code of conduct for the development project and try to follow it as their own standards of conduct.
· Korean corporations which invest in the least developed countries should carry out fair and transparent Environmental and Social Impact Assessment before the development project is launched. 
· Korean corporations which invest in the least developed countries should respect and abide by international standards and guidelines such as the OECD guidelines for Multinational Enterprises and ILO guidelines. 
· Korean corporations which invest in the least developed countries should not collide in human rights violations by the partner country government, such as forced evictions or forced labor. 
· The Korean government should prepare institutional regulations to prevent Korean corporations from perpetrating human rights abuses and environmental destruction. 
· The Korean government should issue human rights and environmental guidelines for corporations and monitor their compliance.
· The Korean government should make it compulsory for corporations to have Preparatory Investigation, Project Progress Assessment and Post-Project Assessment and guarantee active participation for civil society, especially from the partner country, in the process of assessment. 

■ Conclusion
Since Korea became a member of DAC, Korean ODA has been considerably improved through the creation of new legislation, strategies and policies on Korea’s international development cooperation. In the context of shrinking global aid budget due to the economic crisis, Korea has been encouraging the private sector to participate in development cooperation projects. However, it has barely discussed having guidelines and standards for the private sector to preserve the environment and respect human rights in developing countries, while involvement in large-scale infrastructure projects might have a profound social and economic impact on the country. The government should issue human rights and environmental guidelines for corporations and monitor their compliance, so that corporations are not the only ones benefitting without any improvement in the lives of local people. Also, in the process of assessment, active participation of the civil society, especially from the partner country should be guaranteed. Only when the ODA policy respecting the partner country’s people and their rights is implemented will Korea meet the international community’s expectations about the country which used to receive aid but now provides aid, and avoid the criticism of using ODA as a means to pursue its own interests. 
8
