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POLITICAL REFORMS VS. UNDEMOCRATIC INSTITUTIONAL ARRANGEMENTS IN HONG 
KONG 

Cesare M. Scartozzi 
 
 
This essay examines the recent political developments in Hong Kong. Specifically, it examines the problem of 
political accountability and unresponsive governance. The essay argues that lack of accountability is a 
byproduct of existing institutional arrangements – i.e. limited functional franchise, veto powers and 
institutional backdoors – which promote rent-seeking behavior among tycoons and undermine the economic 
freedoms of ordinary Hongkongers, who, dissatisfied with the current state of affairs, demand political 
reforms. 
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Foreign Policy. He acts as editor-in-chief for the academic journal Global Politics Review and he directs the 
Association for Social Sciences, Research and Innovation. His research concerns non-traditional security, 
International Relations theory, risk governance and conflict resolution. He can be contacted via 
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Introduction 
Beijing has been able to de-escalate the pro-
democratic demonstrations of 2014 and exacerbate 
the internal divisions among the activists of the 
Umbrella Movement and the moderate silent 
majority of Hongkongers. As a result, social unrest 
has abated, and the majority of protests have gone 
silent. Now that domestic and international 
pressures have eased, Beijing has finally time to 
move from crisis management to crisis resolution, 
ponder the future of the Special Administrative 
Region (SAR), and decide whether to continue in 
the game of repression or start tackling the socio-
political problems that have caused the protests in 
the first place. 
This essay examines the recent political 
developments in Hong Kong. Specifically, it 
examines the issue of political accountability and 
unresponsive governance. The essay argues that 
lack of accountability is a byproduct of existing 
institutional arrangements which promote rent-
seeking behavior among tycoons and undermine the 
economic freedoms of ordinary Hongkongers. 
Moreover, limited functional franchise, veto 
powers, and institutional backdoors continue to 
allow tycoons and pro-Beijing legislators to deter 
any meaningful political reform set to address the 

problem. As a result, socioeconomic inequality has 
been growing among Hongkongers, and it has 
fueled discontent among citizens. Discontent which 
Beijing has been repressing at the cost of increased 
instability in the years to come.  
The underlying argument of this essay has 
important policy implications as it holds that it 
might be in the interest of the Communist Party of 
China (CPC) to sack rent-seeking tycoons and 
create an alliance with pro-democratic forces to 
corner Hong Kong separatists. Beijing, as advocated 
in the following pages, should not fear procedural 
accountability, but instead use Hong Kong as a 
playground where to test and learn how to play (and 
even manipulate) the democratic game. If the CPC 
was to guide the foundation of democracy in Hong 
Kong, it could set the rules of the game for the years 
to come and create the much-needed legitimacy and 
support for its rule in the SAR.  
 
Constraints to Political Reforms 
Hong Kong residents enjoy a government tolerant 
of political criticism and substantive freedoms of 
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speech, association, religion, and assembly.1 In 
other words, they are free to voice, exit and, to some 
extent, be disloyal to their government.2 Their 
freedoms are granted by the Basic Law of Hong 
Kong, a proto-democratic constitution that gives 
democratic rights and formalizes the rule of law, 
separation of powers, and procedural elections.3 
However, the Basic Law is also the cause of many 
of the problems that the SAR is facing today 
because the Law also formalizes undemocratic 
institutional arrangements – i.e., limited functional 
franchise, institutional backdoors, and veto powers.4  
The Legislative Council (LegCo) could easily 
reform the Basic Law and remove the undemocratic 
institutional arrangements. But unfortunately, the 
Council is composed of a group of legislators that 
are in power partially because they were able to 
exploit the undemocratic shortcuts offered by the 
Basic Law. Pro-Beijing legislators and tycoons have 
no interest in any meaningful political reforms. 
Unless a pro-democracy majority appears in the 
Council, no changes are to be expected. But clearly, 
such a majority will never appear without a reform 
of the electoral law. As it can be inferred, this is a 
vicious circle that can only be broken by an external 
actor, such as the CPC. However, recent trends have 
shown that also Beijing has no interest in supporting 
pro-democracy legislators. Indeed, the CPC has 
been increasingly assertive in consolidating its 
legislative power at the expenses of LegCo.  

                                   
1 Thomas S. Axworthy and Herman B. Leonard, “The 
Long March in Hong Kong: Continuing Steps in the 
Transition from Colony to Democracy,” KSF Faculty 
Research Working Paper Series, 2006, 2. 
2 For the definitions of “exit, voice, disloyalty”, see: 
Dennis C. Mueller, Public Choice III, 1st ed. (New York: 
Cambridge University Press, 2003). 
3 The Basic Law of the Hong Kong Special 
Administrative Region of the People’s Republic of China 
(Hong Kong, People’s Republic of China: Constitutional 
and Mainland Affairs Bureau, 2015), chap. IV.; 
Annex I and Annex II. 
4 Kam C. Wong, “Chinese Jurisprudence and Hong Kong 
Law,” China Report 45, no. 3 (2009): 213. 
5 Axworthy and Leonard, “The Long March in Hong 
Kong: Continuing Steps in the Transition from Colony to 
Democracy,” 4. 

The limited functional franchise is the biggest 
obstacle to procedural accountability in Hong 
Kong.5 Article 45 and Article 68 of the Basic Law 
respectively state that, in the long term, universal 
suffrage should be implemented “in accordance 
with the principle of gradual and orderly progress.”6 
To date, this has meant enlarging the suffrage of 
voters, while at the same time keeping close the 
selection of the candidates running for elections.  
The current electoral laws for the Chief Executive 
(CE) and Legislative Council (LegCo) do not abide 
by the principle of one man, one vote. Under the 
Basic Law, the CE is elected by a broadly 
representative Election Committee composed of 
1,200 members and appointed by the Central 
People's Government, while the LegCo consists of 
70 members elected among functional 
constituencies and geographical constituencies.  
The problem is that functional constituencies 
grossly over-represent tycoons and, due to their 
small electorates, are prone to manipulation.7 For 
instance, their electorate is of only about 240,000 
individuals vis-à-vis the geographical 
constituencies’ electorate of 3.47 million voters.8 
Thus, one “functional vote” carries the same weight 
as 14.5 “geographical votes.” In addition, a few 
conglomerates that have businesses in different 
economic sectors can control a large share of 
“corporate voters” within functional constituencies 
since they are represented in multiple 
constituencies.9 Consequently, the current electoral 

6 The Basic Law of the Hong Kong Special 
Administrative Region of the People’s Republic of China 
chap. IV § 1 Art. 45, § 3 Art. 68. 
7 The Basic Law of the Hong Kong Special 
Administrative Region of the People’s Republic of China 
Annex II, Instrument 3 and Instrument 4; Lynn T. White, 
“Hong Kong Is a Modern City Without a Modern 
Government,” Foreign Policy, October 22, 2014, 
http://foreignpolicy.com/2014/10/22/hong-kong-is-a-
modern-city-without-a-modern-government/. 
8 Tanna Chong, “Legco Election 2016: How a Handful of 
Voters Elect 30 Hong Kong Lawmakers,” South China 
Morning Post, February 6, 2014,  
http://www.scmp.com/news/hong-
kong/article/1421613/legco-election-2016-how-handful-
voters-elect-30-hong-kong-lawmakers. 
9 Eric C. Ip, “The Constitution of Economic Liberty in 
Hong Kong,” Constitutional Political Economy 26, no. 3 
(2015): 317. 
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law distorts the real preferences of the electorate 
and divides the population between those who are 
granted functional representation and those who are 
not.10 
Veto powers add an element of complexity to the 
political reform process. As mentioned before, lack 
of accountability could easily be resolved with an 
amendment of the electoral law, but such 
amendment cannot be done without a widespread 
political will. The LegCo is dived into three groups 
of political actors: pro-Beijing legislators, tycoons’ 
legislators (mostly elected in functional 
constituencies), and democratic legislators.11 Each 
of the three actors has a de facto veto over any 
change of the electoral rule because such 
amendments require a two-thirds majority plus the 
consent of the CE to pass.12 In other words, none of 
the three groups can unilaterally amend the law, and 
inter-party support is necessary for constitutional 
reforms.13  
This vetocracy, as explained by Lynn T. White, 
“prevents the city from solving its problems, which 
include outdated housing, the need to care for an 
aging population, […] oligopolies that fleece Hong 
Kong people, and corruption at the top of the city’s 
government.”14 Veto powers, for example, have 
been used to defeat bills to “open the markets to 
competition in electricity and gas supply in 1998 
and in 1999; to curb fare rises by permitting more 
competition to enter the public transport system in 
2000; and to ease the tax burden on the middle class 
in 2003.”15 The rigidity of the Basic Law was not 
meant to constrain institutional development, but 

                                   
10 Christine Loh, “Functional Constituencies And Hong 
Kong’s Legco Elections,” China Brief, September 1, 
2004, 
http://www.jamestown.org/programs/chinabrief/single/?t
x_ttnews%5Btt_news%5D=26799&tx_ttnews%5BbackP
id%5D=194&no_cache=1; Ian Scott, “Functional 
Constituencies and Representation,” in Democracy and 
Political Development (Hong Kong: Hong Kong 
Democratic Foundation, 1991), 
http://www.hkdf.org/pr.asp?func=show&pr=121; Loh, 
“Functional Constituencies And Hong Kong’s Legco 
Elections.” 
11 White, “Hong Kong Is a Modern City Without a 
Modern Government.” 
12 The Basic Law of the Hong Kong Special 
Administrative Region of the People’s Republic of China 
Annex 1, Article 7 and Annex 2, Article 3. 

instead to safeguard constitutional principles from 
the tyranny of the majority. However, the rigidity of 
Law has been used by pro-Beijing and Tycoon 
legislators as a mean to maintain the status quo and 
protect the undemocratic institutional arrangements. 
Finally, institutional backdoors are the last nail in 
the coffin of political reforms. Following the 
principle of “one country, two systems”, Hong 
Kong’s government is both accountable to Hong 
Kong residents and to the Central Government in 
Beijing. The Basic Law states in Article 15 that the 
Central People’s Government “shall appoint the 
Chief Executive and the principal officials of the 
executive authorities,”16 and that the Chief 
Executive, accordingly to Article 43, shall be 
accountable to both the Central People’s 
Government and Hong Kong.17  
The relationship between Central and Hong Kong 
governments goes deeper than one of traditional 
principal–agent relationship. Article 158 of Chapter 
VIII of the Basic Law grants the power of 
interpretation of the Basic Law to the Standing 
Committee of the National People’s Congress 
(NPC). Beijing has, therefore, an upper hand when 
it comes to constitutional matters. Even if the 
interpretation power has to be exercised in 
accordance with the other provisions of the Law, 
such as the right of Hong Kong to maintain a high 
degree of autonomy, Beijing has proved to be able 
to tweak the Basic Law to its own advantage. For 
instance, on April 6, 2004, the Standing Committee 
of the Tenth NPC issued an interpretation bill that 
restricted LegCo and empowered Beijing in regards 

13 Vetocracy also subsists for the approval of motions, 
bills or amendments to government bills introduced by 
legislators. In these cases, Annex 2 section 2 of the BL 
requires a simple majority vote for the two functional 
constituencies and geographical constituencies 
separately. Thus, 18 legislators either from a functional 
or geographical constituency are enough to prevent the 
approval of a bill. 
14 White, “Hong Kong Is a Modern City Without a 
Modern Government.” 
15 Ip, “The Constitution of Economic Liberty in Hong 
Kong,” 317. 
16 The Basic Law of the Hong Kong Special 
Administrative Region of the People’s Republic of China 
Art 15. 
17 Ibid. Art. 43. 
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to the amendments procedures for the electoral 
law.18  
The electoral laws for the selection the Chief 
Executive (CE) and LegCo are specified in Annex 
1, Article 7, and Annex 2, Article 3, of the Basic 
Law. This two articles states that “if there is a need 
to amend” the methods for selecting the Chief 
Executives and forming the Legislative Council, 
“such amendments must be made with the 
endorsement of a two-thirds majority of all the 
members of the Legislative Council and the consent 
of the Chief Executive and they shall be reported to 
the Standing Committee of the National People's 
Congress” for approval (in case of amendments of 
Annex 1) and for the record (in case of amendments 
of Annex 2).19  
These articles originally granted the amendment 
initiative to LegCo and limited the NPC to express 
an approval of on the proposed changes to the 
electoral law of the Chief Executive. However, 
everything changed with the interpretation bill of 
2004, which stated that the Standing Committee of 
the NPC is also in charge of determining “if there is 
a need to amend” the articles.20 Thanks to this new 
interpretation of the Law, Beijing was able to 
establish a “new procedural requirement in order to 
democratize Hong Kong's electoral system” by 
which “the Legislative Council is barred from 
acting on election reform until after Beijing has 
given its blessing.”21 Moreover, the NPC also 
interpreted that any amendment of Annex 1, Article 
7, and Annex 2, Article 3, need to be approved or 

                                   
18 Ibid. Instrument 18. 
19 Ibid. Annex 1, Article 7 and Annex 2, Article 3. 
20 Ibid. Instument 18; Bing Ling, “Introduction to the 
Hong Kong Basic Law,” The China Quarterly 221, no. 
March (2015): 229, 237, 
doi:10.1017/S0305741015000144. 
21 Human Rights Watch, “A Question of Patriotism: 
Human Rights and Democratization in Hong Kong,” A 
Human Rights Watch Briefing Papers, 2004, 20. 
22 Phiip Bowring, “How Hong Kong’s Business Elite 
Have Thwarted Democracy for 150 Years,” South China 
Morning Post, October 19, 2014,  
http://www.scmp.com/comment/insight-
opinion/article/1618427/how-hong-kongs-business-elite-
have-thwarted-democracy-150?page=all. 
23 Ip, “The Constitution of Economic Liberty in Hong 
Kong,” 315; Ibid., 320. 

recorded by the Standing Committee of the NPC in 
order to be promulgated. 
The evidence presented in this section suggests that 
limited functional franchise and veto powers allow 
tycoons and pro-Beijing legislators to fully control 
the legislative and executive branches, thus making 
them able to restrict access to institutions. While the 
CPC, which already has the support of pro-Beijing 
legislators, can also use institutional backdoors, 
such as its power to interpret the Basic Law, to 
control and veto constitutional reforms.  
 
Who Benefits from the Status Quo 
With the transfer of sovereignty in 1997, Beijing 
inherited the UK’s undemocratic political order 
where tycoons and colonial institutions were the 
sole groups with access to the city government.22 
When the Basic Law was drafted, the so-called ‘‘big 
capitalists” occupied 12 of the 20 seats reserved for 
Hong Kong residents in the drafting committee and 
they were able to “design institutions to benefit 
themselves in the future.”23 Moreover, with the 
blessing of Beijing, Hong Kong’s tycoons allied 
with pro-China trade unions to establish a 
corporatist regime that would have granted them 
political dominance over the rest of Hong Kong 
residents.24  
After the transition, Beijing continued to franchise 
Hong Kong’s government to the business elite of 
the city.25 This strategy was part of a long-term 
Chinese strategy of “political absorption of 
economics,” set to use Hong Kong government as 
an “absorber” that would have minimized political 

24 Berry F. Hsu, “Judicial Development of Hong Kong on 
the Eve of 1 July 1997,” in The Hong Kong Reader: 
Passage to Chinese Sovereignty, ed. Ming K. Postiglione 
and Gerard A. Chan (Armonk, NY London: M.E. 
Sharpe., 1996), 105–26. 
25 White, “Hong Kong Is a Modern City Without a 
Modern Government.”; Xu Jiatun, the vice-chairman of 
the Hong Kong Basic Law Drafting Committee wrote in 
his memoir that Deng Xiaoping interpreted the concept of 
‘Gangren zhi Gang’ as ‘Hong Kong people governing 
Hong Kong’ chiefly under the political leadership of the 
bourgeoisie, and not ‘Hong Kong people governing Hong 
Kong’ chiefly under the political leadership of the 
proletariat. See: Cindy Yik-yi Chu, Chinese Communists 
and Hong Kong Capitalists: 1937-1997 (New York: 
Palgrave Macmillan, 2010), 69. 
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conflicts “through the granting of special positions 
to the business elite.”26 The strategy, however, 
ignored the will of millions of Hongkongers and 
contributed to foster a political system unresponsive 
to the median voter.  
The governing coalition between Beijing and 
tycoons has lasted until today because it is rooted in 
a series of mutual interests exclusive to Hong 
Kong’s citizens. The two groups used their 
respective institutional powers to reach a two-
pronged goal: Beijing sought control and stability 
while tycoons sought profit. In the mindset of the 
1990s, the two goals of economic development and 
stability were perceived as mutually reinforcing, 
and thus Beijing and the business elites were able to 
coexist in the tiny region of Hong Kong. However, 
is this still the case today? Beijing’s intransigent 
protection of the current status quo reveals that the 
Communist Party of China (CPC) believes it is. Yet, 
macroeconomic trends and figures tell another 
story.  
To date, it seems that economic growth and stability 
are not coexisting anymore in Hong Kong and that 
the interests of Beijing and tycoons are becoming 
mutually exclusive. Tycoons have been using their 
legislative power to protect their oligopolistic 
interests and veto bills that are set to solve public 
problems. Consequentially, they have built an 
exploitive system where: 

 
Wages are taxed, but lightly, while dividends, 
interest, inheritances, and capital gains are 
tax-free. Oligopolies in groceries, 
pharmaceuticals, and property create extra 
"rents" that resemble non-state taxes, paid to 

                                   
26 The strategy was first defined by the local scholar 
Ambrose Y. C. King. Ibid., 47. 
27 White, “Hong Kong Is a Modern City Without a 
Modern Government.” 
28 Shaoguang Wang and Yin Xia, “Growth and Inequality 
in Hong Kong,” in Growth with Inequality: An 
International Comparison on Income Distribution 
(Singapore: World Scientific Publishing Company, 
2012), 23. 
29 Katie Hunt, “Is Hong Kong Really the World’s Freest 
Economy?,” BBC, January 12, 2012, 
http://www.bbc.com/news/business-16501894. 
30 Toby Carrol, “Hong Kong’s pro-Democracy 
Movement Is about Inequality.,” The Guardian, July 28, 

the tycoons who also control Hong Kong’s 
government. Anti-trust laws are condemned 
as state intervention. Welfare is branded 
shameful, even for people who truly need it.27  

 
As a result, even if Hong Kong has enjoyed a period 
of rapid economic growth since the seventies, it 
now “ranks among the most unequal economies.”28 
Despite a GDP per capita of USD 32,000, more than 
half of the population earns less than USD 1,400 a 
month,29 and roughly 1.3 million people (19.6 
percent of the population) are considered to be 
living below the official poverty line.30 From 1971 
to 2011, the Gini coefficient in Hong Kong has 
raised from 0.430 to 0.537, with an upsurge from 
1990 onwards,31 and is now higher than the one of 
US or Singapore.32 The “Hong Kong Quality of Life 
Index” compiled by The Chinese University of 
Hong Kong confirms the trend of increasing 
economic inequality with its seven economic 
indicators registered the lowest score in a decade in 
2012.  
It is particularly fruitful for this study to focus on 
the percentage share that households from different 
income groups have of the total income. It is 
remarkable to observe that from 1966 to 2006: 

 
The income share of the low-income 
households has increased only before 1976. 
After 1976, it can be observed that (1) the 
lower the income group, the greater the 
reduction of its share and (2) the higher the 
decile of income group, the greater the 
realized increase in its share of the total 
income.33  

2014, 
http://www.theguardian.com/commentisfree/2014/jul/28/
hong-kongs-pro-democracy-movement-is-about-
inequality-the-elite-knows-it. 
31 Wang and Xia, “Growth and Inequality in Hong 
Kong,” 24. 
32 “Beyond The Umbrella Movement: Hong Kong’s 
Struggle With Inequality In 8 Charts,” Forbes, August 
10, 2014, 
http://www.forbes.com/sites/liyanchen/2014/10/08/beyon
d-the-umbrella-revolution-hong-kongs-struggle-with-
inequality-in-8-charts/. 
33 Wang and Xia, “Growth and Inequality in Hong 
Kong,” 24. 
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After more than three decades of this trend, the 
situation has worsened until the point where the first 
decile receives 41.4 percent of total income, while 
the bottom five deciles of households only account 
for 16 percent of the overall income.34  
Redistribution policies have failed to reduce the 
levels income inequality. Shaoguang Wang and Yin 
Xia compared the rate of pre and post redistribution 
of the Gini coefficient in 2006 and found only a 
small reduction of the coefficient, from 0.533 to 
0.475, was due to redistribution.35 In terms of 
market income, the high level of inequality 
registered in Hong Kong is not an anomaly per se. 
But the after redistribution Gini coefficient appears 
to be an anomaly among developed countries. As 
Wang and Xia pointed out in their comparative 
study, Hong Kong is among “the most developed 
economies in terms of its per capita GNP, while it is 
among the worst economies in terms of its 
redistribution ability.”36 
Economic inequality could be reduced with more 
redistribution, welfare, and progressive taxation.37 
However, tycoons have no interest in increasing 
taxes, and they veto any proposals that aim to solve 
the problem. The net result of this impasse is that 
economic inequality is becoming a social issue that 
fuels discontent among citizens against their 
government. Ideally, economic growth could foster 
stability and legitimization for the CPC, but not if 
profits are seized by a kleptocratic elite of 
billionaires whose wealth already equals over 70 
percent of Hong Kong’s annual GDP.38 
Tycoons break the distinction between private and 
public interest, thus transforming Hong Kong into a 
neo-patrimonial state where they govern for private 
gain. Such a state fails to provide the substance of 
what people want from government, it corrodes 
welfare policies, decreases accountability, and 

                                   
34 Ibid. 
35 Ibid., 42. 
36 Ibid., 45. 
37 Chui Lap, Leung Shong Tung, and Chun Hin Yip, 
“Income Inequality In Hong Kong” (Hong Kong 
Statistical Society, 2011), 21. 
38 White, “Hong Kong Is a Modern City Without a 
Modern Government.” 

promotes collusion between government and 
business.39 
The hypothesis of the “collusion” has recently been 
tested and proven valid by Stan Hok-Wui Wong. 
Wong examined firms listed on the Hong Kong 
Stock Exchange (HKSE) and the membership of 
their shareholders and directors in political 
institutions (the Election Committee). In particular, 
he regressed firm performance (measured by return 
on equity, market-to-book ratio, and earnings per 
share) on Election Committee membership. His 
study concluded that, consistently with the collusion 
hypothesis, “political connection yields positive 
economic payoffs” and “firms experienced an 
improvement in return on equity and market-to-
book ratio after joining the Election Committee.”40 
Overall, the arguments brought up in this section 
shows that the governing coalition between Beijing 
and tycoons has succeeded in fostering economic 
growth, but failed in redistributing the economic 
gains. With collusion and rent-seeking policies 
eroding economic freedoms of citizens and 
preventing meaningful political reforms to take 
place.  
 
Who Wants to Change the Status Quo? 
Hong Kong has a laissez-faire approach to the 
market, which relies on voluntary exchanges and 
sees only a limited participation of the state. This is 
recognized by the Index of Economic Freedom 
published by The Wall Street Journal, which has 
ranked Hong Kong as the ‘‘freest economy of the 
world’’ for more than two decades.41 The perception 
of Hong Kong’s high economic freedom is also 
shared among its residents. Hongkongers appear to 
believe that “the market is a legitimate means of 
distributing income; that everyone should work hard 
to succeed in competition with others; that those 
who work hard should be and would be rewarded; 

39 Francis Fukuyama, Political Order and Political 
Decay: From the Industrial Revolution to the 
Globalization of Democracy, e-book (New York: Farrar, 
Straus and Giroux, 2014), chap. 1. 
40 Stan Hok-Wui Wong, “Political Connections and Firm 
Performance: The Case of Hong Kong.,” Journal of East 
Asian Studies 10, no. 2 (2010): 300. 
41 Ip, “The Constitution of Economic Liberty in Hong 
Kong,” 321. 
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and that economic failure is mainly an individual’s 
own problem.”42  
At the same time, however, Hongkongers are 
increasingly aware of the effects of socioeconomic 
inequality in society. The Public Opinion 
Programme has collected a series of survey data 
from 1997 to 2015 on residents’ perceptions of 
inequality. The residents were asked whether Hong 
Kong is an egalitarian society, with 10 indicating 
absolutely egalitarian and 0 indicating absolutely 
not egalitarian. The aggregated answer has been 
fluctuating between a 6.52 registered in 1997 and a 
minimum of 5.84 recorded in 2015.43 In addition, 
public awareness of income disparities has been 
persistently high.  
In a survey study made by Timothy K. Y. Wong, 
Po-San Wan and Kenneth W. K. Law, it has been 
shown that the vast majority of the population 
considers income disparities as a serious problem.44 
On average, at least seven out of ten Hongkongers 
rated the inequality as serious or very serious. This 
percentage increased from 58.5 percent in 1995 to 
80.4 percent in 2001.45  
Overall, preferences of Hongkongers are somehow 
contradictory and difficult to explain. On the one 
hand, the problem of income inequality in Hong 
Kong is worse than in many other wealthy societies, 
in both objective and subjective terms.46 On the 
other hand, Hongkongers associate individualism 
with capitalism and prefer limited state intervention. 
The majority of people (75.2 percent), however, 
regards state intervention, as acceptable when it is 
set to provide social welfare.47 Welfare expectations 
are also contradicting. The majority if the 
population support welfare spending and disagree 

                                   
42 Timothy K. Y. Wong, Po-San Wan, and Kenneth W. 
K. Law, “Public Perceptions of Income Inequality in 
Hong Kong: Trends, Causes and Implications,” Journal 
of Contemporary China 18, no. 61 (2009): 670. 
43 HK Public Opinion Programme, “Appraisal of Degree 
of Equality,” accessed December 10, 2015, 
https://www.hkupop.hku.hk/english/popexpress/socind/s
ocq51/poll/datatables.html. 
44 Wong, Wan, and Law, “Public Perceptions of Income 
Inequality in Hong Kong: Trends, Causes and 
Implications,” 662. 
45 Ibid. 
46 Ibid., 271. 
47 Ibid., 662. 
48 Ibid. 

with cutting social welfare. However, at the same 
time, only 16.2 percent supports the introduction of 
new taxes for welfare, and nearly half believe that 
welfare reduces personal incentives to rely on 
themselves.48 
In summary, it appears that Hongkongers hold dear 
their economic freedom and wary state intervention. 
Yet, they are permissive toward intervention for 
welfare policies. As it can be inferred, 
Hongkongers’ preferences are clashing with the 
current state of Hong Kong’s economy as described 
in the previous section. This is because collusion 
and rent-seeking policies erode the economic 
freedom of citizens and state intervention is used 
primarily to the benefit of tycoons.49  
Citizens’ dissatisfaction with the current state of 
affairs has become tangible in an unprecedented 
anti-business sentiment that has arisen in society 
and public discourse.50 Hong Kong media have been 
increasingly condemning collusion between tycoons 
and government, and citizens evaluations of 
tycoons’ legislators have been increasingly 
negative.51 In a survey of 2011, 38.8 percent of the 
interviewee expressed distrust on tycoons’ 
legislators (an increase of 12.5 points since 2006), 
and 54.5 percent stated that tycoons’ legislators are 
profit-oriented and anti-democracy.52  
The role of tycoons in the governing alliance with 
Beijing was to drive economic growth and mediate 
with the local population. Instead, they have kept 
for themselves the dividends of growth and they 
have created cleavages among the population. As a 
result, citizens have opted for disloyalty to put 
pressure upon the governing elite.53 And, at times, 
they succeeded. For example in July 2003, a 

49 Anne O. Krueger, “The Political Economy of the Rent-
Seeking Society,” The American Economic Review 64, 
no. 3 (1974): 302. 
50 Brian C.H. Fong, “State-Society Conflicts under Hong 
Kong’s Hybrid Regime: Governing Coalition Building 
and Civil Society Challenges,” Asian Survey 53, no. 5 
(2013): 872. 
51 Ibid. 
52 Ibid. 
53 Since HK has proto-democratic institutions, the risk of 
being caught are very low because protesting is not 
illegal and demonstrations are usually made within the 
boundaries of the law. Therefore, the variable of risk 
does not influence much the personal incentives in 
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demonstration of 500,000 citizens opposed the 
government’s proposed legislation on internal 
security, which was later withdrawn.54  
However, disloyalty has to date failed to solve the 
fundamental problem of lack of accountability. On 
this particular issue, the governing elite has kept an 
extremely rigid and uncompromising stance, 
because its powers are dependent on the status quo. 
Thus, when citizens mobilized in 2004 
(approximately 200,000 people) and in 2006 
(80,000-200,000 people) to ask for universal 
suffrage, the governing elite was hard-nosed.55 And 
when it finally decided to compromise with a new 
electoral law, it was only able to do so offering a 
fake universal suffrage, which eventually led to the 
massive 2014 protests that involved about 10 to 15 
percent of the voting base.56 
Concluding, it should be pointed out that citizens’ 
protests for fair elections are task-oriented and not 
merely idealistic. Substantial accountability did not 
meet the expectations of the citizens, and therefore 
they asked for procedural accountability. Creating 
an accountable government should be a top priority 
for Beijing as the unaccountable tycoon-led 
government has failed to create stability and 
fostered social unrest. Beijing should prove that it is 
able to adapt to both changing circumstances and 
the rise of new social groups and their political 
demands. If the CPC does not understand or accept 
citizens’ demands, the only way left for the citizens 
to overcome institutional rigidity and political decay 
will be unrest and disobedience.57 Beijing can still 
continue to postpone democratization, but by doing 
so, it will not solve the fundamental problem of 
economic inequality and it will have to cope with 
the population’s latent social unrest. 
The only way Beijing can escape this vicious circle 
is by establishing agency between Hongkongers and 
their government. Once agency is created, citizens 
                                   
participating to a legal protest. Mueller, Public Choice 
III, 227. 
54 Axworthy and Leonard, “The Long March in Hong 
Kong: Continuing Steps in the Transition from Colony to 
Democracy,” 4. 
55 Ibid. 
56 Ibid. 
57 Fukuyama, Political Order and Political Decay: From 
the Industrial Revolution to the Globalization of 
Democracy, chap. 36. 

will finally realize that Beijing is not the cause of 
their socioeconomic problems, but instead a 
solution. For the CPC, there is no reason why an 
alliance with citizens would be less beneficial than 
one with the tycoons, a group that has proved to be 
a kleptocratic oligarchy that uses institution and 
resources for private gains at the cost of reduced 
welfare for citizens and reduced stability for 
Beijing.  
An alliance with the citizens would also reduce 
irredentist claims and anti-Chinese sentiments. 
These sentiments should not be overlooked, as a 
recent poll has shown that the number of “young 
people aged 18–29 who claim an exclusively 
Chinese identity has dropped from 20–30 percent a 
decade ago to a mere 4–8 percent today.”58 
It is also important to stress that procedural 
accountability will not lax Beijing rule over Hong 
Kong. Not only Beijing will maintain all the 
institutional backdoors, but its rule over the SAR 
will continue to be guaranteed by Article 18 of the 
Basic Law, which grants extraordinary legislative 
powers to the Central People's Government in the 
case of “turmoil within the Hong Kong Special 
Administrative Region which endangers national 
unity or security.”59  
 
Conclusion 
Between the “one country” policy advocated by the 
CPC and the “two countries” dream of the Hong 
Kong separatist movement, the “one country, two 
systems” policy still appears to be the optimal 
compromise. Surely, it is a better compromise than 
the “my country, my property” policy backed by 
tycoon legislators. For this reason, Beijing should 
strive to safeguard the “two systems” approach even 
at the cost of granting political reforms.  
If Beijing continues to refrain democratization, it 
will not be able to solve the structural problems that 

58 Ling A. Shiao, “Beijing Is Winning the Battle but 
Losing the War,” East Asia Forum, December 26, 2014, 
http://www.eastasiaforum.org/2014/12/26/beijing-is-
winning-the-battle-but-losing-the-war/. 
59 The Basic Law of the Hong Kong Special 
Administrative Region of the People’s Republic of China 
Art. 18. 
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have caused social unrest in the first place. 
Containment of democratization will just foster 
political decay and embolden tycoon legislators. 
Conversely, if Beijing decides to proceed with a fair 
amendment the electoral law, it will finally be able 
to remove the undemocratic institutional 
arrangements that have been causing so many 
problems to its rule over the SAR. Lastly, a season 
of political reforms will corner separatist 
movements and weaken the rising anti-Chinese 
sentiment among the youth.  
It seems that Beijing has little to lose and a lot to 
learn from a democratic Hong Kong. Instead of 
seeing democratic institutions as a limit to its own 
power, it should see them as an opportunity to 
consolidate its long-term rule on the SAR. Hong 
Kong, with its proto-democratic institutions and 
strong democratic culture, is the perfect laboratory 
for the CPC to test political reforms without risking 
to undermine its political power at home. Now it is 
the right time to act. 
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TRANSNATIONAL TIES: AFRICAN LOGISTICS TRADERS IN SEOUL 
Victor Owusu 

 
 
This study explores contemporary African migrants engaged in the informal sector of Seoul, the capital of 
South Korea. The adaptive strategies of African logistics traders are examined, together with how they 
mobilize and organize their business in Korea. Through their daily personal economic activities this migrant 
businessmen are contributing to the socioeconomic development of Korea and their home countries within the 
broader concept of globalization from below. 25 in-depth interviews were conducted between June to 
September 2016 with selected African traders in Seoul. The results from the study suggest that hard work, 
trust and good interpersonal networks are crucial to the success of these businesses. Recommendations are 
made regarding the extension of South Korea’s employment permit system to include selected African 
countries so as to reduce irregular migration. 
 
 
Victor Owusu is a PhD candidate at the Department of Geography, Seoul National University. His research 
interests include development issues in Africa and Southeast Asia, and the geography of tourism. 
 

Introduction 
Africa is a continent well noted for international 
migration. Africans migrate to developed countries 
in the search for prosperity and better living 
conditions. Traditional receiving countries are 
European countries like the Netherlands, 
Germany, United Kingdom, France, Italy and 
Belgium, and the United States and Canada. As 
observed by Li, Ma and Xue., there has been 
increased levels of migration by Africans to 
foreign countries since the 1970s. First, they 
started arriving in North America, then to Europe 
and from the 2000s to China and Korea, generally 
motivated by domestic political instability, social 
and economic crises, large-scale famine and high 
unemployment rates.1  
The majority of African traders in South Korea are 
from Sub-Saharan Africa, with citizens from 
countries like Nigeria and Ghana dominating.2 
There is a government-to-government agreement 
between Korea and some select Asian countries – 

																																																													
1 Zhigang Li, Laurence J. C. Ma and Deshueng Xue, 
“An African Enclave in China: The Making of a New 
Transnational Urban Space,” Eurasian Geography and 
Economics 50:6. (2009). 
2 Han Geon-Soo, “African Migrant Workers’ Views of 
Korean People and Culture,” Korea Journal 43:1 
(2003). 

including the Philippines, Vietnam and 
Bangladesh – on human resource development, 
allowing migrant workers to be trained and 
recruited into small- and medium-scale industries 
in Korea.3 In addition, Hyejeong confirmed that 
South Korea recognizes English teachers from 
seven countries - including the United States, 
United Kingdom, Canada, Australia, New 
Zealand, Ireland and South Africa.4 However, for 
many migrants from Sub-Saharan Africa there is 
very limited formal and institutional support to 
assist with the full inclusion of migrant workers 
into Korea society. There are no formal 
agreements between African countries and the 
Korean government for the training and 
recruitment of employees to work in enterprises in 
Korea.5 For instance, South Africa is the only 
African country whose nationals are authorized by 
the Korean government to teach English in Korea.  
African migrant traders in Korea – just like their 
colleagues in Guangzhou, China – have adopted 

3 Lian Kwen Fee and Md Mizanur Rahman, “From 
Workers to Entrepreneurs: Development of Bangladeshi 
Migrant Businesses in the Republic of Korea,” 
International Migration 52:2 (2014). 
4 Hyejeong Ahn, Attitudes to World Englishes: 
Implications for Teaching English in South Korea (New 
York: Routledge, 2017). 
5 Han, 2003. 
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various strategies to ensure their survival in Korea. 
Yang Yang reported that many African traders in 
Guangzhou, does not actually represent a company 
back home, they therefore buy invitation letters 
from Chinese factories and upon their arrival in 
China many end up overstaying their visa 
duration.6 Some of these descriptions are similar to 
what Han reported of African migrant workers in 
Korea.7 
Currently, studies regarding the Korea-Africa 
relationship are few in number. This present study 
aims to contribute to knowledge of contemporary 
African diaspora, specifically the African 
community engaged in informal trading activities 
in Korea. The paper will further explore the socio-
economic profile of African migrants and how the 
economic activities of these individual traders 
helps to bridge the socio-cultural knowledge gap 
between Korea and Africa within the broader 
context of globalization. In this regard, the paper 
seeks to answer the following questions: how do 
African traders learn to adapt and live in Korea? 
And how do African traders mobilize and organize 
their market in Korea? 
 
Literature review 
The literature review is divided into four sections: 
(1) contemporary African migrant traders and 
globalization from below, (2) Korea-Africa 
relations, (3) foreign entrepreneurs in East Asia’s 
informal sector, and (4) living and working in 
Korea.  
 
1. Contemporary African migrant traders and the 
concept of globalization from below 
According to Helm et al., “globalization refers to a 
process (or set of processes) which embodies a 

																																																													
6 Yang Yang. “African Traders in Guangzhou: Routes, 
Reasons, Profits, and Dreams,” in: Globalization From 
Below: The World’s Other Economy, ed. Gordon 
Mathews, Gustavo Lins Ribeiro and Carlos Alba Vega, 
(London and New York: Routledge, 2012). 
7 Han Geon-Soo, “Understanding of African Workers 
Migration to Korea: Migration System, Processes and 
Social Network,” Korean Journal of African Studies 21 
(2005). 
8 Held et al., Contents & Introduction in Global 
Transformations: Politics, Economics & Culture. 
(Stanford University Press, 1999), 1-31. 

transformation in the spatial organization of social 
relations and transactions – assessed in terms of 
their extensity, intensity, velocity and impact-
generating transnational or interregional flows of 
networks of activity, interaction and the exercise 
of power.”8 In essence, contemporary globalization 
designates the transnational flows of trade and 
finance in the world economy. The quest for 
globalization and foreign capital inflow has pushed 
Korea to position its cities as global cities, with 
notable initiatives including the Incheon Free 
Economic Zone, with the aim of serving as an 
international hub for finance and technology in 
northeast Asia. The Korean government has 
initiated various flexible programs to attract 
talented foreign professionals and investors to the 
country, while at the same time discouraging the 
inflow of low-skill workers.9 Oftentimes small- 
and medium-scale migrant entrepreneurs have 
been left out in the process of globalization, with 
cross-border linkages predominantly forged by 
high-end transnational corporations and foreign 
direct investment. African traders in Korea 
organize and export goods to their respective 
countries thereby contributing to globalization. 
Various scholars, such as Han Geon-Soo,10 
Gordon Mathews,11 and Yang Yang,12 have 
referred to this type of globalization as 
“globalization from below” or “grassroots 
globalization”. According to Mathews, 
“globalization from below refers to the 
transnational flow of people and goods involving 
relatively small amounts of capital and informal, 
sometimes quasi-legal or illegal transactions, 
commonly associated with the developing 
world.”13 Together with other migrants from North 
America, Europe and Asia, African migrant traders 

9 Seol Dong-Hoon, “The citizenship of foreign workers 
in South Korea,” Citizenship Studies 16:1 (2012). 
10 Han, 2003. 
11 See, for example: Gordon Mathews, “Africans in 
Guangzhou,” Journal of Current Chinese Affairs 44:4 
(2015). 
12 Gordon Mathews and Yang Yang, “How Africans 
pursue low-end globalization in Hong Kong and 
Mainland China,” Journal of Current Chinese Affairs 
41:2 (2012). 
13 Gordon Mathews, “Chungking Mansions: A Center 
of Low-end Globalization,” Ethnology 46:2 (2007).  
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in China have helped diversify the urban 
population.14 Through the daily economic 
activities of African traders in Korea just like their 
colleagues in China, they are contributing to social 
inclusiveness and understanding of diverse 
cultures which is essential in reducing 
discrimination and conflicts. 
 
2. Korea-Africa Relations 
South Korea’s rapid economic and industrial 
development – often called the “Miracle on the 
Han River” – over the past half-century has made 
the country a model for most developing countries. 
South Korea is now the fourth largest economy in 
Asia and the fourteenth largest in the world, with a 
GDP of US$1.93 trillion.15 South Korea’s export-
oriented economy is dominated by manufacturing 
industries, and is home to some of the most 
prestigious high-end technology companies in the 
world, including Samsung, LG, Hyundai, Kia and 
Daewoo.  
South Korea and Africa have a relatively short 
history of diplomatic and economic relations. 
After the Korean War ended in 1953, the two 
Koreas sought African votes for recognition by the 
international community. Until the last three 
decades diplomatic and economic relations 
between South Korea and Africa remained 
remarkably low.16 Despite recent improvements in 
trade between Korea and Africa, the volume of 
trade still remains relatively low, representing 
about 1% of Korea’s total trade volume.17 Factors 
such as geographical distance, the poor availability 
of information and a mutual lack of interest have 
accounted for the limited economic and political 
contacts between South Korea and Africa.18  
 

																																																													
14 Li, Ma and Xue, 2009. 
15 “Inter-Korea Economic Gap Stays Wide in 2016, 
Yonhap News, 
http://english.yonhapnews.co.kr/news/2017/03/20/0200
000000AEN20170320001100320.html 
16 “Korea in Africa: A Missing Piece of the Puzzle,” 
Soyeun Kim, 
http://www.lse.ac.uk/IDEAS/publications/reports/pdf/S
R016/SR-016-Kim.pdf. 
17 Gil Seong Kang, “Is Korea Exploiting Its Trade 
Potentials in Africa?” Korea and the World Economy 
15:1 (2014). 

3. Foreign entrepreneurs in East Asia’s informal 
sector 
As noted by Han, the earliest African migrant 
arrival in Korea dates back to the start of the 
1990s, however it is from the early part of 2000s 
that Korea witnessed increased migration from 
Africa.19 The success stories of the first generation 
of African migrant workers in Korea – the 
majority of whom now operate chains of transport 
businesses in Ghana, Nigeria and other African 
countries – encouraged others to pursue similar 
success in Korea.20 The well-established African 
entrepreneurs own shops and consultancy offices 
in Seoul, Busan and Gwangju, from where they 
coordinate and organize their transnational trade. 
The majority of African logistics traders and 
agents are concentrated in Seoul, Busan and 
Gwangju.  
This business is dominated by Nigerians and 
Ghanaians. It is estimated that there are about 
20,000 Africans in Korea, including legal and 
illegal residents. Out of this number, 
approximately 10,000 are thought to be living in 
and around Itaewon in Seoul.21 There are many 
Africans who have overstayed their visa durations 
in Korea.22 Lian Fee and Md Rahman identified 
four main types of migrant-operated business in 
Korea: retail, services, wholesale, and import-
export.23 Asian entrepreneurs in Korea are 
dominant in various kinds of business like travel 
and tour agencies, telecom services and foreign 
food marts. African entrepreneurs in Korea are 
mainly into the exportation of Korea manufactured 
products to their countries. The business is spread 
out across Korea in places like Busan, Seoul, 
Suwon, Daegu and Gwangju. The dominant export 
items include textiles and clothing, automobile 

18 Kim, 2014. 
19 Han, 2003. 
20 Ibid. 
21 Minkyung Koh and Edward J. Malecki, “The 
Emergence of Ethnic Entrepreneurs in Seoul, South 
Korea: Globalization From Below,” The Geographical 
Journal 182:1 (2016). 
22 Ibid. 
23 Fee and Rahman, 2014. 
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parts, shoes, bags and household goods, such as 
appliances, washing machines, television sets, 
sound systems and mobile phones.  
To reduce the shortage of laborers for small- and 
medium-sized industries, the Korean government 
introduced the Foreigners Industrial Training 
Program (FITP) in 1991 to attract foreign workers, 
which was later expanded in 1993.24 However, as a 
result of program inadequacies, in particular the 
abuse of labor rights, the FITP was subsequently 
phased out and replaced with the Employment 
Permit Service (EPS) in 2004.25 The introduction 
of the EPS brought about an increase in foreign 
workers: by 2010 there were about 500,000 legal 
workers in Korea.26 The EPS is divided into 
general employment permit system and the special 
case employment permit system. The former 
covers 15 labor-sending countries including 
Thailand, Vietnam, Cambodia, Philippines, 
Myanmar, Sri Lanka, China, Nepal, Indonesia, 
East Timor, Uzbekistan, Mongolia, Pakistan, 
Kyrgyzstan, and Bangladesh whilst the latter 
caters for foreign Korean nationals visiting 
workers.27 Just like African migrant entrepreneurs 
in Korea, the majority of non-African 
entrepreneurs – especially from Pakistan, India, 
Bangladesh and Sri Lanka – enter Korea as 
temporary migrant workers and subsequently 
reposition themselves as long-term 
entrepreneurs.28 The major difference is that 
migrant workers-turned-entrepreneurs from 
Southeast Asia came to Korea through the EPS, 
which is not available to any African countries. 
Minkyung Koh and Edward Malecki studied 
Pakistani ethnic entrepreneurs operating in Korea 
and compared them to Nigerian businessmen. 
They found that Pakistani entrepreneurs in Korea 
are mainly engaged in halal food businesses and 
restaurants, importing items from Pakistan and 
selling them not only to fellow Pakistanis in Korea 
but also to Koreans and other foreigners. 

																																																													
24 Ibid. 
25 Ibid. 
26 Koh and Malecki, 2016. 
27 Human Resources Development Services of Korea. 
Handbook (2007). 
28 Fee and Rahman, 2014. 
29 Koh and Malecki, 2016. 

Nigerians, on the other hand, source Korean goods 
– including used clothing, textiles and automobile 
parts – and load them into containers for export to 
their country.29 
In another related study, Lian Fee and Md Rahman 
explored the transition of Bangladesh temporary 
workers into long-term entrepreneurs in Korea.30 
 
4. Living and working in Korea 
The majority of Africans residing in Korea can be 
classified into three broad categories: 
traders/workers, international students and 
diplomatic officers. With regard to migrant traders, 
the majority come to Korea through personal or 
informal broker networks. They receive 
information about Korea from their relatives, 
friends and neighbors with experience in the 
country, while others learn about Korea through 
Korean products like computers, cars, television 
set and mobile phones.31 In recent times, as a result 
of the increase in the number of international 
students from Africa studying in Korea, some 
work with Korean logistics and trading companies 
hoping to enter the African market. According to 
Angelo, many African economies are 
characterized by high-risk investment and a lack of 
market information, which these students serve to 
bridge with their first-hand experience. It is 
usually the market knowledge of small-scale 
African traders and international students that 
foreign companies tap into in order to gain more 
knowledge on the dynamics of the market 
conditions in Africa.32 
The majority of Africans enter Korea on a 30-day 
business or tourist visa. The majority of these 
migrants usually overstay their visa status and 
remains illegal in Korea.33 Those who have lived 
in Korea over an extended period of time normally 
act as intermediaries, offering valuable 
information to newcomers and their short-term 

30 Fee and Rahman, 2014. 
31 Han, 2003. 
32 Angelo Gilles, “The Social Construction of 
Guangzhou as a Transnational Trading Place,” Journal 
of Current Chinese Affairs 44:4 (2015). 
33 Koh and Malecki, 2016. 
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trading counterparts.34 Some of the African 
migrant trader’s resident in Korea for an extended 
period of time have business visas, while others 
have asylum status or residence visas. 
 
Research methodology 
Data collection and analysis 
The data for this study comprised of primary and 
secondary materials. Primary data were generated 
from semi-structured in-depth interviews, 
observations and site visits. Secondary data were 
obtained from academic journals, scholarly 
research articles, magazines and online newspaper 
articles. The focus of this study was Itaewon in 
Seoul, and Yangju and Paju in Gyeonggi-do 
Province. A total of 25 African logistics traders in 
Seoul and its suburbs were surveyed from June to 
September 2016, comprising 12 traders from 
Ghana, nine from Nigeria, two from Cameroon, 
one from South Africa and one from Kenya. 
Interviews were conducted face-to-face, with prior 
permission to record the interviews obtained from 
the interviewees. 
The meetings took place in the residences of 
interviewees, offices, churches, African restaurants 
in Itaewon, and during site visits to Yangju and 
Paju. The semi-structured interviews provided the 
medium for interviewees to talk freely about their 
experiences, feelings and emotions about their 
trading activities in Korea, and make suggestions 
which served to enrich the data for the research. 
Example of questions posed to interviewees are 
given below. This list is not exhaustive. 

• How did you get to know about Korea and 
the available business opportunities? 

• What are your sources of capital? 
• What are your major motivations for doing 

this type of transnational business? 
• How do you cope with the business 

environment in Korea? 
• What are the main types of goods that you 

buy in Korea? 

																																																													
34 Short-term traders in this study refers to African 
traders who travel to Korea for a minimum of 30 days 
and a maximum of 90 days for the purpose of business. 

• What are some of the major challenges 
you face while doing business in Korea? 

• What are your views concerning the future 
prospects of this type of business in 
Korea? 

The data was coded and interpreted to support the 
research, where necessary respondent’s answers 
was transcribed and written verbatim. The author’s 
experience gained whilst working with a shipping 
and freight-forwarding company in Busan 
provided complementary information for the 
study.  
Out of the 25 traders surveyed, 10 are long-term 
stay traders who have resided in Korea for more 
than 15 years. The rest are short-term traders, five 
have been doing this business for over 10 years-
with a maximum stay in Korea of about two to 
three months. Their average age is 40, over 50 
percent have post-secondary school education. 
 
Introduction to study site 
Seoul was selected for this study because it is the 
central point of economic and political contacts 
with the outside world. It is also the main point of 
entry for international arrivals into Korea. The 
relatively high concentration of foreigners residing 
in Seoul makes it suitable for this study. Seoul has 
an estimated population of about 10 million 
people, out of which it was reported that 270,000 
are foreigners. As noted earlier, it is estimated that 
there are about 20,000 Africans residing in Korea 
– including illegal visitors and short-term visitors 
on tourist visas. Out of this number only 9,532 are 
officially registered.35 
 
Itaewon is a central district in Seoul and is the 
most culturally diverse area in Korea. It is host to 
many foreign businesses, including restaurants, 
travel agencies and entertainment centers with an 
estimated 10,000 Africans living in Itaewon 
alone.36 Paju and Yangju are located in the 
Gyeonggi-do province of Korea. They are centers 
for retail, wholesale business, and manufacturing 
and industrial activities.  

35 Koh and Malecki, 2016. 
36 Ibid. 
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Adaptation to conducting business in Korea 
This section is divided into three parts: (1) 
motivations for doing business in Korea, (2) 
African social networks and (3) the globalization 
of technology. 
 
1. Motivations for doing business in Korea 
My first interviewee was a 55-year-old male short-
term trader from Ghana who had been doing this 
business for the past 12 years in Korea. Before 
starting his transnational business, he was a trader 
in Kantamanto market in Ghana,37 where he ran a 
shop together with the wife selling televisions, 
refrigerators, sound systems and other household 
appliances. It was through a fellow market trader, 
who had travelled to Korea to buy used cars and 
other automobile parts, that he found out about the 
business opportunities in Korea. 
 
“I remember the first group who travelled to 
Korea for the clothing business didn’t do 
container, they just bought a few clothes and 
brought them in bags, and it sold very quickly in 
Ghana. My first time in Korea was quite difficult. I 
wasn’t familiar with Korean food, l had no idea 
what Korean culture was like, I slept in a hotel. 
Later, as the business progressed, during my 
second business trip I was provided with free 
accommodation by my Korean partner. During my 
first trip, I managed to do two containers and 
spent about 45 days in Korea. l had to make sure 
the clothes were of high quality and everything 
was good before going home. After l had received 
the goods back home, it sold very well. After the 
first successful transaction, l made a contract with 
the factory in Korea to supply me with eight 
containers every month. At the initial stages 
business was very encouraging I remember we 
used to make between $8,000-$10,000 profit per 
container” (interviewee no. 1). 
 
According to this interviewee, the major 
motivation for transnational trading is money. He 

																																																													
37 Kantamanto market is one of the largest markets in 
Ghana, located in the Central Business District of 
Accra. 

further explained that when he was launching his 
business, it was very challenging to obtain a 
European or American visa compared to Korea. 
His start-up capital came from his shop in Ghana, 
and also traders in the same market who were 
interested in doing business in Korea but could not 
afford to travel themselves. 
Rebecca DeLancey surveyed African 
entrepreneurs in Korea and found that about 27% 
of the respondents confirmed the primary reason 
of migrating to Korea is the pursuit of better 
economic opportunities compared to 22% for 
political motives like seeking asylum.38 
Another short-term trader had been doing this 
business in Korea for the past decade. Before 
starting his business, he ran a shop in his home 
country, dealing in used cars and automobile parts. 
One of the sources for his supplies was Korea, and 
it is through this that he came to know about the 
country and the potential business opportunities. 
 
“During my first business trip to Korea, my 
agent/partner, who is Korean, gave me free 
accommodation, together with the other guys that l 
came with. I got to know the agent through a 
friend who was also into this business. My first 
Korean partner prepared my invitation documents 
to apply for a business visa to enter Korea. In 
addition to the accommodation, we also got one 
bag of rice and chicken. I spend about 30 days in 
Korea per trip and do one or two containers, 
depending on the price of the goods” (interviewee 
no. 2). 
 
He started his business in Korea trading in used 
Korean cars and automobile parts after a short 
while about five years ago, he switched to textiles 
and clothing business, the initial capital he 
invested wasn’t enough to sustain the used cars 
business. His major reason for doing this business 
is money. 
Not all these traders were entrepreneurs in Africa 
before starting their transnational business, a short-

38 Rebecca M. DeLancey, “Entrepreneurship and 
Immigration: A Study of Africans in the Korean 
Economy,” International Journal of Knowledge and 
Innovation in Business 1:2 (2014). 



 19 

term trader from Ghana, has been doing these 
business in Korea for two years. He was a worker 
in a company in Ghana and was introduced to 
these business by a friend, with whom he attended 
the same church in Ghana. His main business is 
textiles, shoes, and bags, he spends about 30 or 
more days in Korea and makes about 1 or 2 
containers depending on his capital and prices of 
goods and services. Normally business peaks in 
the summer. During his first business trip, he was 
issued with a 30-day business visa, on the second 
trip he managed to secure 60 days to enable him 
stay long enough to supervise his goods to make 
sure they were of good quality before departing for 
Ghana. Unlike him, his Ghanaian business partner, 
who has been doing these business over 10 years 
in Korea has the privilege of travelling to Korea 
for 30 days without a visa. My first interviewee 
explained to me that after travelling to Korea more 
than 10 times, traders are eligible for 30-day visa-
free status. Every Ghanaian is supposed to apply 
and obtain a visa before travelling to Korea. A 
businessman from South Africa told me there is a 
30-day visa free for all South Africans who want 
to travel to Korea, a privilege which is not enjoyed 
by Ghanaians, Nigerians and many other African 
countries. In fact, out of the 54 countries in Africa 
only five: South Africa, Mauritius, Seychelles, 
Swaziland and Egypt enjoys 30-day visa free 
status.39 The difficulties in securing an entry visa 
for Korea, as well as extending the period of stay 
whilst in the country, will be considered in a 
subsequent section of this paper. 
 
2. African social networks in Korea 
Within Itaewon and the surrounding areas there 
are Pentecostal and Orthodox churches, where 
Africans meet. There is also a mosque where 
Muslims come together and pray. Africans from 
Ghana, Nigeria, Cameroon, Kenya, Rwanda, 
Uganda, and other countries meet on Sundays for 
worship and networking. According to one 
interviewee: 
 

																																																													
39 “Visit Korea,” Korea Tourism Organization, 
http://english.visitkorea.or.kr/enu/TRV/TV_ENG_2_1.j
sp 

“we are planning a mini soccer tournament during 
the Chuseok holiday. These games serve to unify 
us and create opportunities for social networking 
to get to know ourselves better. Information is 
circulated by word-of-mouth and on pieces of 
paper circulated in African restaurants and shops 
in Itaewon” (interviewee no. 11). 
 
As l sat in one of the newly opened African 
restaurants with my Cameroonian friend waiting 
for our food, you can hear the shop owners having 
long conversation on the phone about business 
dealings, giving advice on business in Korea, 
information on what to say when incoming 
migrants arrive at the immigration desk at Incheon 
airport, and where to meet for accommodation. 
Through a sense of African brotherhood, migrants 
make use of these support networks for 
accommodation, advice and business 
opportunities. 
The unique transnational trading activities of 
Africans in Korea helps bridge the knowledge gap 
not only in the way that business is done but also 
in building socio–cultural understanding. Some of 
the interviewees confirmed that they do not 
receive government support from their home 
countries, nor from Korea, and are not aware of 
the existence of such programs. One respondent 
said: 
 
“Even if there is such a program in Korea like a 
trade forum organized in Korea it is likely to be in 
Korean language and l don’t speak Korean 
language so l don’t see the need to search and 
participate in such forums” (interviewee no. 1).  
 
These traders do not represent international 
companies from their home countries; instead, 
their businesses are family-run, along with a few 
staff home country to assist with the receipt of 
goods from Korea and the distribution to local 
wholesalers and retailers. 
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3. Globalization of technology 
Social media platforms such as Facebook, 
WhatsApp, Viber and Skype have helped reduced 
the cost of international communication. In the 
words of Li, Ma and Xue.: “In the last two decades 
of the 20th century, revolutionary improvement in 
communication and transportation technologies, 
along with the globalization of production, led to a 
new ‘borderless’ world. This new era of 
globalization has witnessed the collapse of space 
and time, with increasing global flows of ideas, 
technology, capital, and people as cities 
everywhere have become more diversified and 
complex than at any time in the past.”40 
In 2012, Korean Air launched a direct flight 
between Seoul and Nairobi. Similarly, in 2013, 
Ethiopian Airlines also began to operate a route 
between Addis Ababa and Seoul with a 45-minute 
stopover in Hong Kong.41 These developments 
attest to the fact that there is a greater interest in 
the movement of both people and goods between 
Africa and Korea has become easier. 
 

Organization of the market 
Most African traders live in Itaewon, where they 
also base their offices. The market is concentrated 
in neighboring cities like Hanam, Paju and 
Yangju, located in Gyeonggi-do Province, all of 
which are reachable in a little over an hour by 
subway from the center of Seoul. The main items 
traded include textiles, shoes, clothing, bags and 
automobile parts. There are many money exchange 
stalls in Itaewon where these traders exchange the 
currency they brought with them from Africa. 
Traders normally communicate in English and 
sometimes Korean. Currently the cost of filling a 
20-foot container with used and new clothes is 
between US$15,000-$20,000, a 40-foot container 
of the same would be between US$50,000-
$60,000. Similarly, a 40-foot container loaded 
with textiles and materials would cost US$70,000-
$80,000. These costs exclude ocean freight 

																																																													
40 Li, Ma and Xue, 2009. 
41 “Flights to boost Korea-Ethiopia ties,” The Korea 
Times, 
http://www.koreatimes.co.kr/www/common/printprevie
w.asp?categoryCode=176&newsIdx=135579 

charges and customs duties. The smooth exchange 
of goods between Korean traders and their African 
counterparts is facilitated by informal agencies and 
personal networks.  
Two types of markets can be observed: the Korean 
wholesale warehouse, managed by Koreans, and 
African shops, managed by Africans. Recently, 
some Korean companies recruit African 
international students and long-term stay Africans 
as cultural brokers.42 Their role includes tasks such 
as translating from Korean to English and vice 
versa, providing English lessons to Korean 
managers and introducing Korean products to 
prospective African customers. When I was 
working with a Korean shipping and freight-
forwarding company, I received several requests 
and enquiries from potential African clients in 
Korea and from different countries like Ghana, 
Nigeria, Kenya, Zambia and Ethiopia. Eventually 
only about 1% of such enquires materialize into 
actual business. Some of the traders place an 
upfront deposit ranging between 30-50% for their 
goods; others offer payment in full and collect 
their goods. During my site visit at Paju, I 
observed that work starts at 6am and ends at 8pm, 
sometimes until 9pm in the summer. They move 
from one Korean factory to another, inspecting and 
collecting the goods, mainly clothing, shoes, bags 
and textiles. They arrange for trucks to load the 
items to a central loading point, where they keep 
all the items bought until final shipment to Africa. 
One Ghanaian broker, who introduces potential 
clients looking to ship containers to Africa, said he 
takes a commission of US$100 for a 20-foot 
container and US$150 for a 40-foot container for 
each successful business transaction. 
 
African entrepreneurship in Korea 
In recent times, the number of shops owned by 
African migrants in Korea has increased. 
Typically, these are run by people who have 
stayed in Korea for an extended period of time, 
normally longer than five years. Even though most 

42 Cultural brokering is defined as the act of bridging, 
linking, or mediating between groups or persons of 
different cultural backgrounds for the purpose of 
reducing conflicts/producing change (Mathews, 2015). 
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of these traders are not well-established 
businessmen, they offer vital services to their 
clients from Africa. They can serve the function of 
knowledge brokers, sharing information on, for 
example, where to find the cheapest goods, how to 
negotiate with Korean suppliers, how to prepare a 
bill of lading and invoices. They may also provide 
accommodation and share their office space. 
Well-established Ghanaian dealers in new and 
used cars and automobile parts own workshops 
with office spaces. At these workshops one can see 
African employees and short-term traders busily 
working and loading their containers. One 
Ghanaian interviewee, whose business peaks at 
10-15 contains per month, has even employed a 
Korean woman as a manager. 
Another well-respected and successful Ghanaian 
businessman (interviewee no. 1), even though he is 
not domiciled in Korea, visits Korea three or four 
times a year. He owns a shipping agency in Ghana 
and Kenya, working with Korean partners to 
arrange ocean freight to Africa. Unlike other 
companies where clients must pay ocean freight 
fees in Korea prior to container shipping, he 
allows customers to delay this payment until their 
containers arrive in Ghana. He further explained 
that doing business this way affords the traders the 
opportunity to use the money which they would 
have used to pay for their freight cost in Korea to 
purchase more goods. It normally takes about 45 
days to ship a container to Ghana from Korea, and 
so within this time traders are able to source 
money to defray the freight cost and other custom 
charges in Ghana. 
 “By crossing national borders, international 
migrants everywhere seek to realize entrepreneur 
opportunities afforded by geographically variable 
comparative economic advantages and commercial 
policies, their adjustment often facilitated by 
culturally linked support network existing within 
ethnic enclaves.”43 This applies to African traders 
as they have become more visible in Korea just 
like their counterparts in China, on a typical 
weekend in Itaewon one can see a sizeable number 
of Africans walking in groups. There is even a 
street in Itaewon unofficially referred to as 

																																																													
43 Li, Ma and Xue, 2009. 

“African Street”. African migrants have 
constructed their own social space in Itaewon: at 
one end of the main street in Itaewon there is one 
building housing about six to seven different 
African shops including a beauty salon, a 
boutique, a restaurant and a barbershop. Even 
though container shipping is not the primary 
business activity of African shop owners in Korea, 
it is common for many of them to engage directly 
or indirectly in the logistics business. Directly, 
they may buy and organize goods for monthly or 
bi-monthly shipments to their respective countries, 
while indirectly, they may offer advice and 
consultancy services to potential clients. They also 
provide accommodation and space in their shops 
for other recreational activities. For example, a 
businesswoman from Ghana explained: 
 
“I arrived in Korea as a migrant worker and 
decided later to do business. I later changed the 
focus of the business because l didn’t invest 
enough money to make it more profitable. I am 
now operating a small restaurant in downtown 
Itaewon, selling Ghanaian and other African 
dishes. I do container alongside my restaurant 
when I receive orders from home” (interviewee no. 
9). 
 
A Nigerian interviewee who has lived in Korea for 
the past five years disclosed that the major source 
market is Yangju. Ghanaian businessmen 
dominate in the trading of used and new cars and 
automobile parts. Nigerians and Cameroonians 
generally trade used garments, textiles and 
clothing, as well as automobile parts. According to 
him, in contrast to three to four years ago, business 
is not healthy, due to the global economic 
recession. In particular, he cited currency 
fluctuations and endemic corruption as other 
obstacles to smooth international trading. 
 
“We buy used garments in US dollars. Before we 
buy, we call home to verify the current fashion 
trends and prices, and make projections based on 
the information received from home. After buying 
the goods you hear of sudden changes in the US 
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dollar, we make losses because of this problem. In 
recent times, the number of Nigerians coming to 
do business in Korea keeps on decreasing. There 
is a friend of mine called Chairman who used to 
ship about six to seven containers – he just told me 
he is struggling to break even now” (interviewee 
no. 11). 
 
Challenges in doing business in Korea 
One trader from Ghana explained how he had once 
lost $20,000 as a result of a low-quality 
consignment from his Korean partner. The goods 
were of inferior quality than agreed, and some 
wrong items had been sent. He made a complaint 
to his partner but no compensation was given, so 
the only option was to discontinue business with 
him and find another partner. The regular 
occurrence of this situation has compelled many 
short-term traders to stay longer in Korea so as to 
be able to oversee the shipment and ensure that the 
goods are of the quality expected. In order to stay 
longer in Korea, sometimes traders have to make a 
short trip to nearby countries in order to secure 
another 30-day visa. This adds to their operating 
costs, which is ultimately passed on to the 
consumer in Africa. 
Difficulties in obtaining Korean business visas, 
most traders interviewed made comparison to the 
visa system of the United States and other 
European countries. They explained that the 
United States issues a five-year visa with multiple 
entries and some European countries issue a one-
year visa, also with multiple entry. Korean 
embassies usually issue a 90-day business visa for 
most African countries with single entry. “The 
number of Ghanaian businessmen travelling to 
Korea continues to decrease as result of 
difficulties in obtaining visas, even well-
established businessmen are being refused visas” 
(interviewee no. 2). A Nigerian trader said that 
obtaining a visa had become so difficult that some 
African workers have resorted to illegal solutions, 
such as buying prepared invitation letters from 
unscrupulous Korean businessmen. He further 
explained that this can cost as much as US$1,000. 
It should be noted that Korea introduced a new 
multiple-entry visa system which took effect from 
1st April, 2017. Under this new scheme, frequent 

travelers from Ghana and other African countries 
who already enjoyed the 30-day visa-free status 
now have to apply for a visa to enter Korea. 
Another major challenge is the increasing cost of 
doing business in Korea. 
 
“When we started doing this business in Korea a 
40-foot container stuffed with clothing, bags, and 
shoes cost between US$20,000-$30,000, with a 
profit of about US$8,000-$10,000 made per 
container. Currently, the same 40-foot container 
with the same quantity of goods might cost 
$50,000-$60,000. It has become more difficult to 
make a profit of $2,000. In China, you can make 
the same 40-foot container for about $30,000-
$40,000” (interviewee no.1). 
 
This situation has compelled him to relocate his 
clothing business to China. Similarly, another 
Ghanaian trader suggested that Chinese clothing is 
more popular in his home country, due to both 
style and cost. “We know the Korean quality is 
better than the Chinese but with the market in 
Africa, the cheaper goods are what most 
customers look for” (interviewee no. 2). 
The African businessmen interviewed expressed 
concerns about the instability of foreign exchange 
in their home countries. “Before coming to Korea, 
we buy United States dollars at a higher exchange 
rate, so when we arrive and the Korean won is 
almost equivalent to the US dollar it affects our 
business” (interviewee no. 3). They blame the 
weak African currencies on African governments’ 
inability to curtail corruption and promote sound 
economic management policies. They called on 
African governments to invest in technology. 
 
“Samsung import some of their raw materials from 
African countries. God has really blessed Africans, 
all we need to do is to invest in technology and 
manufacturing. As Africans, we are really not 
good in networking, we still believe its physical 
strength, we don’t need physical power all we 
need is technology our strength has failed us over 
the past years” (interviewee no. 11). 
 
The emergence of Dubai as a trading hub in the 
Middle East. The geographical proximity of Dubai 
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to Africa connected with daily flights to most 
African cities makes Dubai a suitable trading 
partner to Africa. Dubai has become a ‘Wholesale 
Market for Africa.’ African intermediaries and 
their partner’s supplies goods ranging from 
household appliances, automobiles and consumer 
goods to the African market. Instead of travelling 
to Korea or China the number of African traders 
buying goods from Dubai is on the rise. 
 
Policy recommendations 
The absence of interest and specific policies to 
grant long-term stay to foreigners in most Asian 
countries, including Korea, has led to high rates of 
illegal overstay and irregular entrepreneurship. 
Asian governments have very rigid visa regimes 
which discourage long-term residence.44 Based on 
the interviews conducted and review of related 
studies, the following policy suggestions are made: 
1. It is recommended that the Korean government 
extend the 30-day tourist visa-free status to include 
a greater number of African countries. It is 
regrettable that out of the 54 countries in Africa, 
only five are eligible for 30-day visa-free travel to 
Korea. In addition, the visa-free system, which had 
previously applied to African visitors who had 
travelled to Korea 10 times, but was later replaced 
should be reinstated. A flexible visa system will 
reduce illegal overstay and irregular 
entrepreneurship among the African diaspora 
community in Korea. Moreover, it will encourage 
the formal registration of business activities and 
promote new trade links between Africa and 
Korea. A 90-day visa-free or business visa will to 
a larger extent help these entrepreneurs especially 
the short-term stay travelers to be able to complete 
their business transaction in Korea. Every stage 
involved in the preparation and shipment of a 
container can take over 30 days, necessitating a 
costly visa run and disincentivizing business in 
Korea. In light of this, official authorization to stay 
in Korea beyond 30 days would facilitate business, 
given the nature of the work of most African 
traders. 

																																																													
44 Fee and Rahman, 2014. 

2. Similarly, the EPS should be expanded to 
include select African countries. Currently, the 
scope of the program is limited, with all 15 eligible 
countries located in Asia. Africa is the second 
highest recipient of Korean Overseas Development 
Assistance, after Asia.45 The inclusion of African 
states could complement these aid efforts. 
Moreover, such an arrangement could be mutually 
beneficial, considering Korea’s aging population 
and declining birthrate. 
3. As things stand, South Africa is the only 
country from Africa whose citizens are eligible for 
English teaching jobs in Korea. If additional 
African countries are included it will help to 
diversify teaching practices and, more importantly, 
reduce the cost of fees associated with English 
education in Korea. 
 
Conclusion 
The African migrant community in Korea is 
relatively small compared to other foreign 
communities such as the Pakistanis, Chinese and 
Vietnamese. The African migrant community is 
fragmented, making it difficult to appreciate and 
understand their socio-economic contribution to 
the host country. However, the above interviewees 
have given some detail in describing how traders 
buy used cars and automobile parts, clothing and 
textiles, and export them to their home countries in 
Africa. Through their daily personal economic 
activities these migrant businessmen are 
contributing to the socio-economic development of 
their home countries, as well as Korea. 
The majority of African entrepreneurs in Seoul 
have adopted an export-oriented business model. 
This business is established with initial capital 
derived from family and relatives, as well as soft 
loans from the bank. These small-scale 
transnational businesses are not linked to 
multinational corporations and do not rely on high 
capital and technology. Instead, success depends 
on close, trustworthy social networks, stretching 
from the Korean suppliers to the custom officers in 
recipient countries. This type of transnational 

45 Korea International Cooperation Agency (KOICA). 
Year Book (2011). 
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entrepreneurship can be seen as an example of 
globalization from below.46  
As observed by this study, a growing phenomenon 
is the emergence of businesses outside the 
traditional export-oriented strategy, like African 
barbers and hair salons, restaurants and shops 
selling accessories and clothing. The materials 
used by some of these businesses are imported 
from Africa. In light of the increase in the number 
of foreign students, particularly from Africa, and 
the presence of African-Americans in Seoul, the 
potential for African businesses in Korea might be 
said to have a promising outlook. Also notable is 
the growing involvement of African students as 
part of this transnational trade, often acting as 
translators and conducting market surveys for 
Korean companies looking to enter the African 
market.  
This research has been limited by both time and 
financial constraints. However, it is suggested that 
further research should be conducted on the 
activities of African migrant in Korea. These 
studies might include the working conditions of 
migrant workers in Korea, African students in 
Korea, the remittance culture of African migrants 
in Korea, as well as healthcare-seeking practices. 
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COULD THE KOSPI HIT 3,000? REEVALUATING THE ‘KOREA DISCOUNT’ AND INVESTOR 
LEARNING AND UNLEARNING IN THE KOREAN MARKET 

Joonkyung Park 
 

 
The KOSPI index has hit an all-time high recently, pushing past the previous record set six long years ago. 
This has sent investor sentiment and economic soft data into highs unseen since the financial crisis, with 
analysts scrambling to revise their economic and stock market growth rates up. By various measures, the 
Korean stock market remains cheap and range-bound, especially over the past few years despite its strong 
market fundamentals and credit rating. With the benchmark index’s unprecedented start to the year, investor 
learning of “Boxpi” tendencies—which have all but been ingrained into Korean stock market investing 101—
could be fading, and a vast array of positive news regarding market fundamentals and corporate governance 
reform in Korea could finally help resolve the “Korea discount” which has plagued the market for decades. 
All of this—and more—will be needed for the KOSPI to finally break the 3,000 level in the near future. 
Currently, it’s in the best shape to do so in what seems like a very long time. 
 
 
Joonkyung Park is an undergraduate student of Business Administration at Seoul National University. He 
has worked in the investment banking division of Citigroup in Hong Kong and the investment banking 
divisions of Morgan Stanley and Merrill Lynch in Seoul. His primary research interest is the area of corporate 
finance, especially financial valuation and behavioral finance. 
 
 
May 2, 2011. Prior to just a couple of weeks ago, 
this otherwise nondescript date was the last time 
that the KOSPI, Korea’s representative stock 
market index, came anywhere remotely close to 
hitting the 3,000 mark—a round number 
meaningful in its importance as a psychological 
shift for investors, not unlike the recent hype over 
Dow 20,0001. Closing at 2,228.96 that specific day, 
the index would go on to tantalize both Korean and 
foreign investors alike for the next six years, 
hovering mostly in the 1,850 to 2,100 range to earn 
the humorous, if not infuriating, nickname: 
“Boxpi”.2 
By all measures, the KOSPI has been in a rut since 
then. The European debt crisis helped drag the 
index down to 1,825.74 to end 2011, and the index 
continued to be range-bound since, ending 2016 at 
2026.46 for a mere 11.0% gain over five years. 
According to Yuanta Securities (formerly 
Tongyang Securities, a local stock brokerage and 
investment banking firm), the range-bound KOSPI 

																																																													
1 Figures are reflected from those at the time of writing 
(May 2017). 
2 Jung and Lee 2015 

gained just 43.5% from its lowest to highest close 
over the six-and-a-half-year period from January 
2010 to July 2016, ranking dead last among 
emerging markets in Asia such as China’s 
Shanghai SE index (164.9%) in addition to notable 
developed market indexes such as Japan’s Nikkei 
or Hong Kong’s Hang Seng.3 
Yet despite this, the KOSPI’s standard deviation 
from its long-term average has consistently 
remained among the highest in Asia. This is partly 
explained by the often divergent and offsetting 
flows of capital from local individual investors and 
institutional or foreign ones—the cooler of heads 
that usually prevail. “Buy at under 2,000 and sell 
at over 2,000” has been a popular mantra of 
Korean stock market investing among individual 
investors—generally the more gimmicky and 
fickle of the entire investor population—who are 
both quick to actualize profits and easily swayed 
by sentiment and market trends such as politically-
themed stocks. In fact, a simple buy at 1,800 and 
sell at 2,000 strategy starting in 2012 would have 
netted a return of roughly 52% or 15% per annum 
																																																													
3 Reuters 2016 
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[Figure 1: 2017 Year-to-Date Index Returns] 

 

Source: Yahoo Finance 

over the following three years, absolutely crushing 
the KOSPI’s return over that period.4 The index’s 
continued failure to break through the barriers of 
its “box” has led to such strong “investor 
learning”5 that it has become an increasingly 
prevalent view in the market. 
 
An Unprecedented Start to 2017 
Fast forward to May 2017, and the KOSPI is 
seeing concrete signs of a legitimate breakthrough. 
Following France’s unprecedented, albeit expected, 
election of Emmanuel Macron—quelling anti-free 
trade populism fears in Europe—and news of six 
straight months of gains in Korean exports 
(ranging back to November 2016) for the heavily 
export-driven economy, the benchmark index 
gained 51.52 (2.30%) to reach a new historic high 
of 2,292.76 just one trading day after barely 
beating the previous record high from six long 
years ago. 
Another two trading days later on May 11, the 
KOSPI closed at yet another high of 2296.37 Since 
then, the KOSPI has continued to reach new high 
after new high. Year-to-date, the KOSPI has 
gained 12.8% (see [Figure 1])—a return that is in 
line with those of the highest achievers among 

developed markets such as the NASDAQ (13.7%), 
which is currently fueled by incredible gains from 
its roaring large-cap tech stocks including Amazon, 
Google, and Apple. This is in stark contrast to the 
KOSPI’s dismal net return of just 11.0% over the 
																																																													
4 Ahn 2014 
5 Referring to Robert Shiller’s investor learning 

last five calendar years ending 2016, which has 
ranked the index towards the very bottom among 
developed markets’ returns during that period—
especially when compared to key indexes such as 
the Nikkei (126.1%), the NASDAQ (106.6%), the 
DAX (94.6%), and the S&P500 (78.0%), all of 
which have trounced the KOSPI despite similarly 
less-than-stellar economies and GDP growth rates 
themselves. 
 
Optimism amidst surging global equities and 
Korean market fundamentals 
The KOSPI is not alone in its strong start to the 
year. In fact, since Donald Trump’s election in 
November 2016 (and even in the months trailing 
up to that point), major stock indexes around the 
world have been rallying. Buoyed by expectations 
of higher growth in the U.S. from Trump’s 
grandeur plans of fiscal policy and tax reform as 
well as what is looking to be a slow but sure 
recovery of the global economy, investor 
sentiment and on some level, soft data, have both 
risen to levels unseen since the financial crisis. 
Major related keywords such as “animal spirits” 
and “irrational exuberance” have made their way 
back into the media’s list of favorite words.  

Whether justified or not, worldwide gains 
following the U.S. elections have held steady 
coming into 2017. Prior to its most recent 
advancements, the KOSPI has lagged its 
international counterparts with no notable gains in 
the short period following the election, so Korea’s 



 28 
 

	

[Table 1: Year-End KOSPI Forecasts by Firm] 

 

Securities Firm As of 2016 Current* 

Mirae Asset Daewoo 2150 2250 
Meritz 2250 2250 
KB 2135 2260 
Daishin 2300 2300 
Samsung 2210 2330 
NH 2250 2350 
Hana 2350 2350 
Shinhan 2350 2350 
E-best 2300 2400 

*As of May 2017; Source: FNGuide 

 

benchmark index may just be benefitting from a 
catch-up effect to global equities. 
In any case, analysts have since been scrambling to 
adjust their forecasts for the KOSPI, with almost 
every major securities firm revising its prediction 
upwards compared to reports published towards 
the end of 2016. Citing global stock rallies 
outlined above, the improving global economic 
outlook, upward revisions of Korea’s 2017 GDP 
growth rate by various institutions such as the IMF 
and Bank of Korea, and continuous positive gains 
in exports and corporate earnings, analysts now 
expect the KOSPI to reach a range of 2,250 to 
2,400 by year’s end (see [Table 1]). 

Many view these revisions as still too conservative. 
Shin Sung-ho, head of IBK Investment & 
Securities, recently stated that the KOSPI has just 
started its ascent and could break 3,000 by year’s 
end, citing “strong earnings growth, stable 
currency fluctuation forecasts, and the continued 
low interest rate environment in Korea.”6 
International securities firms and investment banks 
seem to be echoing this optimism. Nomura 
Securities, in a 2017 report on macroeconomic 
policies and the stock market outlook in Korea, 
cited the potential of a 3,000 KOSPI "if the 
dividend payout ratio of the KOSPI rises to that of 
Japan's 50 percent from the current 20 percent.”7 
																																																													
6 Kang 2017 
7 Kang 2017 

Both scenarios seem rather unlikely. Considering 
the KOSPI was just a hair’s breadth above 2,000 at 
the end of 2016, reaching 3,000 would signify a 
net return of almost 66.7% for 2017—an 
unprecedented level for any nation, much less one 
with a developed, low-growth economy like 
Korea’s. Despite this, the unique situation in Korea 
fosters optimism for the future. 
 
The Korea Discount: Geopolitical Risk and 
Corporate Governance 
No discussion of the Korean stock market and its 
potential return can ignore the effects of the 
“Korea discount,” a specific type of equity 
premium puzzle referring to the persistent discount 
in the Korean stock market’s valuation relative to 
those of its peers8. In other words, the cost of 
capital for Korean firms in the domestic market 
has empirically been found to be higher than that 
of its foreign counterparts after controlling for 
relevant factors.9 Popularly and intuitively 
understood by looking at stock market valuations 
relative to some measure of corporate earnings—
such as in the form of a trailing or forward P/E 
ratio—Korea has consistently lagged its major 
peers for much of recent history, remaining in the 
range between 9x and 11x (see [Figure 2] on the 
next page for an overview of the P/E ratios of 
major stock markets). This is largely attributed to 
two main factors. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

																																																													
8 Suh and Sim 2007 
9 Choi, Lee and Pae 2012 
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[Figure 2: P/E Ratio of Major Stock Markets*] 

 

*As of March 17, 2017; Source: Korea Exchange 

 
The first, less convincing argument is that the 
constant threat of North Korea provides a form of 
inherent geopolitical risk that continues to 
undermine the value of Korean stocks. This makes 
Korea, despite its relatively strong market 
fundamentals and credit rating (even most recently 
surpassing that of China’s and Japan’s), a riskier 
bet when compared to its peers. The threat can be 
analyzed as a form of “Black Swan” effect or 
catastrophe risk—referring to the extremely 
unlikely yet highly devastating possibility of a 
huge losses. While this form of tail risk has largely 
been ignored or discounted as recently as the 
2007-2008 financial crisis, the ubiquitous nature of 
the North Korean threat could perhaps be 
interpreted as a more convincing and salient risk.  
On some level, this would seem to almost 
contradict the recent stock market boom; after all, 
North Korea’s most recent provocations and 
ballistic missile launchings have heightened 
tensions in the region to arguably their highest 
levels since Kim Jong-un came into power. Critics 
of this notion point to the KOSPI’s increasingly 
weaker reaction to North Korean provocations 
even before the most recent events, claiming they 
may show a lack of clear correlation between the 
two. This sort of thinking may ignore the 
possibility that perhaps Korean stocks have been 
surging despite North Korean aggression, but 
regardless, it is difficult to imagine the stock 

market not receiving some sort of major boost 
should the threat be eradicated completely.  
The second, more robust explanation lies in poor 
corporate governance by large-scale 
conglomerates, especially those virtually 
controlled by chaebol families. Plagued by circular 
shareholding and the potential for corporate asset 
exploitation, these firms—which make up a bulk 
of the entire Korean stock market—offer paltry 
dividends and overall uncertainty regarding how 
the firm is managed.  
Historically, chaebol owners have almost always 
been pardoned in some way by conservative 
governments for various related charges such as 
the embezzlement of company funds or blatant 
tunneling to affiliate firms, usually in the name of 
keeping these systematically important companies 
afloat. While various corporate governance reform 
measures have been implemented with additional 
rules on circular shareholding, limits on tax 
exemptions, and restrictions on tunneling, the issue 
is still an ongoing dialogue in Korean politics 
today. 
 
Overcoming the ‘Korea discount’ 
Thus, a more convincing argument for KOSPI 
3,000 or an implied P/E ratio in the 13x to 14x 
range, which cannot be attained in the near future 
merely by improved market fundamentals such as 
corporate earnings or export gains, would most 
likely include structural reform that could resolve 
the Korea discount. This would seem to be the 



 30 
 

only plausible way that such high forecasted 
returns could be justified. Fortunately, there has 
been ample evidence over the past year to support 
this optimistic outlook. 
First, it is important to understand the significance 
of Samsung Electronics, one of the largest publicly 
traded companies in the world with a market 
capitalization of over KRW 320 trillion. With the 
firm comprising roughly 20% of the entire Korean 
stock market by itself, fluctuations in its stock 
heavily sway the market. Shares in Samsung 
Electronics ended 2016 just above KRW 1.8 
million, and it has since rallied close to 30% to the 
KRW 2.3 million level today; in other words, its 
growth has contributed roughly 6% to the entire 
stock market this year just by itself.  
While business-related factors such as the much-
anticipated release of the Galaxy S8 and the 
surging growth of the semiconductor industry have 
undoubtedly contributed greatly to the company’s 
historically high profits over the past two quarters, 
one of the key accelerators for growth and investor 
sentiment has been Elliott Management’s 
involvement in the company in early October 2016. 
The prominent U.S. activist hedge fund sent an 
open letter to demand more transparent corporate 
governance through higher dividends and a plan to 
split the firm into a holding company and an 
operating company. This opened up the possibility 
of increasing corporate governance reform 
pressures for Korean firms both from home and 
from abroad. The market, viewing transparency as 
a clear positive, sent Samsung Electronics surging 
4.4% the very next trading day, with the stock 
continuing its rally since—just at the mere 
consideration of such a plan. 
Another significant event related to corporate 
governance has been the imprisonment of 
Samsung’s vice chairman and de-facto head Lee 
Jae-yong for his alleged involvement in the Choi 
Soon-sil scandal. An unexpected and even 
unprecedented move by the Korean government on 
the back of strong candlelight protests and 
particularly souring public opinion on corruption 
and chaebol involvement, the decision marks a 
remarkable shift in the favorable treatment of 
chaebol families, or at the very least, the potential 
for such changes moving forward.  

In addition, the election of the relatively 
progressive Democratic Party’s Moon Jae-in as 
president is a boon to such sentiment. Vowing 
chaebol and corporate governance reform as one 
of the key proponents of his election pledge and 
with heightened restrictions on tunneling and 
implementation of the stewardship code already 
underway, Moon is signaling that he is truly a 
drastic shift away from nine years of conservative 
rule—better reflecting public opinion on the 
chaebol and how the economy should be run. 
In that sense, Samsung Electronics is an excellent 
microcosm of the Korean stock market, with 
heightened market fundamentals, improving 
macroeconomic factors, and the potential for 
change in companies’ corporate governance all 
contributing to gains that have not been seen in 
years. This is evidenced further by the fact that 
large-cap stocks, those usually controlled by or 
affiliated with large chaebol groups, have outpaced 
mid- and small-cap stocks so far this year quite 
substantially.10 Overcoming the chaebol’s opaque 
corporate governance is a key factor to resolve the 
Korea discount that has plagued the stock market’s 
gains. 
 
Looking Ahead 
No stock market can ever be explained fully by a 
mere few factors, and reaching a new level of 
3,000 in the near future will take a lightning rod of 
different factors to be even close to plausible.  
Despite investor sentiment seemingly at all-time 
highs, many risks still loom ahead. Already, 
investor unlearning of the superiority of stocks in 
the long run and the relative cheapness of Korean 
stocks, pushed by various economic newspapers 
and stock market enthusiasts to further add fuel to 
the fire, seem to be in full swing. In addition, the 
investor re-learning of 'Boxpi' tendencies is rearing 
its ugly head as well, as evidenced by the most 
recent selloff by individual investors and the 
KOSPI’s inability to break 2,300. To maintain 
current market levels and avoid another mass 
selloff, investor sentiment will have to continue to 

																																																													
10 Another key factor may be that large-cap firms have 
generally more export-driven exposure to the global 
economy. 
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be fueled by positive news regarding market 
fundamentals and reform. 
Ultimately, barring some major, unprecedented 
strides in the economy overall, concrete plans on 
corporate governance reform will be the key to a 
true breakthrough in the level of the KOSPI, and 
whether such drastic changes can be actualized in 
the near future still remains to be seen. This will be 
a huge factor for the KOSPI in the long-term; in 
the meantime, investor sentiment will have to keep 
the market afloat to further this virtuous cycle in 
the economy. 
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EAST ASIAN REGIONALISM: THE SIGNIFICANCE OF PASSIVE INTEGRATION AND CHINA-
JAPAN-KOREA (CJK) TRILATERAL COOPERATION 

Sang Jun Lee 
 

 
The establishment of ASEAN in 1967 provided a new stage for Asian actors to interact with each other. With 
rapid economic growth, East Asia blossomed into one of the most critical regions in shaping the international 
economic order. The Asian Financial Crisis in 1997 proved that further regional cooperation was needed. 
The creation of APT was vital, and showed a strengthened Asian integration. However, the region has since 
stunted; regional schemes have not worked with efficacy. This dissertation aims to examine the core features 
of East Asian regionalism, and the importance of China-Japan-Korea (CJK) cooperation in forging a 
regional architecture. This examination is done by interpretative mode of analysis on a large spectrum of 
literature and a range of data from international institutions and think-tanks. The main findings are that, first, 
although there are rich regionalization activities present, regionalism via rigid mechanisms are lacking due to 
an array of factors. Second, CJK trilateral cooperation would foster development in regional cooperation. 
However, stringent political and security tensions must be solved. From this basis, the dissertation essentially 
argues that East Asian regionalism is driven by passive processes rather that proactive schemes, consequently 
CJK trilateral cooperation is significant in rejuvenating East Asian regionalism. 
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with a Scottish Master of Arts, honors degree in International Relations in 2016. His research interests are 
regional integration of East Asia, development cooperation of emerging countries, global governance and 
securitization of development. 
 
 
Introduction 
The Issue 
The institutionalization of an ‘East Asian 
Community’ has often been erratic in nature due to 
the dichotomy between ‘ripe for rivalry’ and ‘ripe 
for cooperation’.1 Thus, the progress in realizing a 
regional bloc has been limited to the economic 
realm. Such progress is coined as regionalism, 
which is defined as “structures, processes and 
arrangements that are working towards greater 
coherence within a specific international region”.2 
The stages to forming a regional framework differs 
from region to region, but generally, it comprises 

																																																													
1 T. J Pempel, Remapping East Asia (Ithaca: Cornell 
University Press, 2005). 
2 Christopher Dent, “The International Political 
Economy Of Northeast Asian Economic Integration”, in 
Northeast Asian Regionalism: Learning From The 
European Experience, 1st ed. (London: Routledge, 
2002), 272. 

bottom-up processes from non-state activities 
called regionalization, which leads into state-led 
cooperation mechanisms originating from 
intergovernmental dialogues and treaties.3  
This also applies to East Asian regionalism. With 
rapid economic growth explained by the ‘flying-
geese model’ (a model that explains the catching-
up process of industrialization of latecomers), 
networks of regional arrangements have been 
prominent in the development of East Asia.4 
Increasing economic ties of especially private 
sectors triggered regional cooperation across 
multiple other domains.5 The Asian financial crisis 

3 Mark Besson, Regionalism & Globalization In East 
Asia, 1st ed. (New York: Palgrave Macmillan, 2007). 
4 Douglas Arner, Paul Lejot and Wei Wang, East Asian 
Governance, 1st ed. (New York, NY [etc.]: Routledge, 
2009). 
5 Christopher Dent, “Paths Ahead For East Asia And 
Asia-Pacific Regionalism”, International Affairs 89, no. 
4 (2013): 963-985, doi:10.1111/1468-2346.12054. 
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of 1997 was critical in the development of East 
Asian regionalism. The already established 
ASEAN met with their counterparts from China, 
Japan and Korea to form ASEAN Plus Three 
(APT)6. Despite these developments, many 
scholars are skeptical about the efficacy of East 
Asian regionalism, describing it as ‘informal’. 
Hence, an equivocal assertion is that East Asia is a 
‘region in search’ .7 The scope of regional analysis 
has been largely on the reasons why East Asian 
regionalism was difficult to be realized. However, 
this paper shifts away from discussing the 
obstacles in such manner; rather it focuses on the 
characteristic(s) of the regional cooperation, which 
is ‘passive’ rather than ‘pro-active’. Moreover, the 
paper espouses the significance of China-Japan-
Korea (CJK) cooperation in establishing an 
institutionalized regional cooperation. 

 
Paper focus and approach 
Aims of this study is twofold: first, to delineate the 
core features of East Asian regionalism;8 second, 
to examine the importance of China-Japan-Korea 
(CJK) relationship in forging Asian integration. 
Since East Asia is one of the most rapidly 
developing regions in the world, many scholars 
contended that East Asian growth implies a shift in 
international economic order.9 Yet, there are 
polarized opinions when it comes to East Asian 
regionalism, and the notion of ‘Asian Paradox’ 
denotes how far East Asia has arrived 
economically but politically not.10 

																																																													
6 Masahiro Kawai, “East Asian Economic Regionalism: 
Progress And Challenges”, Journal Of Asian Economics 
16, no. 1 (2005): 29-55, 
doi:10.1016/j.asieco.2005.01.001. 
7 Edward J Lincoln, East Asian Economic Regionalism, 
1st ed. (New York: Council on Foreign Relations, 
2004). 
John Ravenhill, “The ‘New East Asian Regionalism’: 
A Political Domino Effect”, Review Of International 
Political Economy 17, no. 2 (2010): 178-208, 
doi:10.1080/09692290903070887. 
8 East Asia in this study is primarily ASEAN (Brunei, 
Cambodia, Indonesia, Laos, Malaysia, Myanmar, 
Philippines, Singapore, Thailand, Vietnam) Plus Three 
(China, Japan, South Korea) 
9 Yoshinobu Yamamoto, “Asia and Regional 
Integration Theory: Between a Regional Complex and a 

The study primarily employs qualitative approach 
from analyzing relevant literature within the social 
science realm. Moreover, quantitative sources are 
utilized to discuss the features of regional 
integration. The modes of analysis in this study is 
interpretive because it delineates how East Asian 
regionalism is operated, the significance of CJK 
cooperation, and albeit the positive impact of this 
cooperation on the region, why it is difficult to 
coordinate. 
 
Paper outline  
The subsequent section discusses the core theories 
of regionalism in discussing East Asian 
regionalism. This section provides the groundings 
for the subsequent empirical section. The empirical 
section is comprised into two parts. An analysis on 
the core features of regional processes in East Asia 
as well as CJK’s respective perspectives, reflecting 
the sui generis nature of the region; and an 
examination of the key tenants and issues 
surrounding CJK cooperation. Finally, the 
concluding section provides a synthesis of the key 
findings, implications and limitations. 
 
Theoretical frameworks on regionalism 
‘Classic’ theories of regionalism were established 
during the 1950s and 60s from the study of 
European integration. Since then, the study of 
regionalism has transformed over time especially 
during ‘critical junctures’.11 Some of the 
mainstream thoughts include functionalism, neo-
functionalism and intergovernmentalism.12 Critical 

Regional Society,” in Satoshi Amako, Shunji Matsuoka, 
and Kenji Horiuchi, eds., Regional Integration in East 
Asia: Theoretical and Historical Perspectives (Tokyo: 
United Nations University Press, 2013), pp. 334. 
10 Hidetaka Yoshimatsu, “Japan And Regional 
Governance In East Asia: Expanding Influence, 
Stagnated Influence?.”, in Governance And 
Regionalism In Asia, 1st ed. (London: Routledge, 
2011). 
11 Kent Calder and Min Ye, “Regionalism And Critical 
Junctures: Explaining The “Organization Gap” In 
Northeast Asia”, Journal Of East Asian Studies 4, no. 
02 (2004): 191-226, doi:10.1017/s1598240800001818. 
12 Haas, Ernst B. and Philippe C. Schmitter. 
“Economics and Differential Patterns of Political 
Integration: Projections about Unity in Latin America.” 
International Organization, 18-3 (1964) 
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approaches to these thoughts have emerged 
especially since the end of Cold War. These 
approaches called ‘new regionalism’, explain 
regionalism in a more multi-dimensional way.13   

 
Functionalism and Neo-functionalism 
Classical approaches to functionalism assert that 
states can build an international society through a 
gradual process of cooperation especially in 
economic domains. This logic of functionalism 
was firmly developed by David Mitrany. 
According to Mitrany, the prime concern is 
maximizing human welfare, claiming that the 
optimum way is to go beyond the nation-state, 
thus, reinforcing state cooperation.14 The 
underlying assumption here is that nation-states 
are ineffective due to nationalism and rational 
decision-making process. Hence, gradualistic and 
pragmatic state cooperation with a common goal 
would ultimately lead to a “working peace 
system”.15 Moreover, “such functional cooperation 
would trigger a process of ‘spillover’ with 
collaboration in one sector generating the need for 
collaboration in other sectors”, 16 ultimately 
involving the integration of socio-politics in 
regionalism.  
From functionalists’ premises, neo-functionalism 
has evolved, and revised functionalism to 
champion the role of state power. Hence, the 
concept of ‘spillover’ is altered in a way that the 
process is devised by political actors (states). Neo-
functionalists argue that functionalism has placed 
too much focus on regional integration as an 
automatic process through economic 
interdependence spilling over into other areas.17 
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Both functionalists approach identifies the 
developmental processes of regionalism. 
Furthermore, although Balassa and Deutsch’s 
notions are not classified as either functionalism or 
neo-functionalism, they provide a different insight 
into classical theories of regionalism.18 First, 
Balassa described five stages to economic 
regionalism: free trade area, customs union, single 
market, common currency, and a political union. 
Meanwhile, Deutsch contended that an initial 
social integration involving societal interaction and 
common identity leading into an eventual political 
integration having established the ‘social base’.19 
However, according to Haas, the theoretical 
frameworks outlined here focuses merely on the 
relationship between participating states rather 
than looking further into exogenous facets of 
integration such as “actors, external to the region 
under examination”.20  
 
‘New’ regionalism 
As the notion of regionalism spread beyond 
Europe, classical integration theories have been 
put into criticism. The main critics assert that the 
development of regionalism is not uniform.21 
Various factors including socio-cultural and 
historical aspects affect the process of integration. 
Thus, new-regionalism theory was established. 
Fawcett and Hurrell argues that both regional 
awareness and identity are important features of 
regionalism and this is because “all regions are 
socially constructed and hence politically 
contested”.22 Moreover, new regionalism stresses 
the role of non-state actors and multilateral 
institutions, which have been neglected by 
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classical theorists. New regionalism highlights a 
wider range of integration, and a more “socially 
constructed” view to regionalism.23 Rising 
concerns, however, posit that this widening 
approach made regionalism an ambiguous and 
ambitious process.24 Overall, defining and 
explaining regionalism shaped by an array of 
complexities.  
 
Applying theories of regionalism to East Asia 
According to Thomas, East Asian states are highly 
integrated, but confined economically.25 There is 
currently a lack of ‘spillover’ to other sectors, 
despite the economic interdependence stemming 
from the establishment of ASEAN in 1967. This is 
mainly because of a lack of regional identity in 
East Asia due to nationalism and pressures from 
domestic actors. Therefore, regionalism in non-
economic areas is stunted due to political 
constraints.26 Thus, functionalist approaches do 
have a limit in explaining why East Asian 
regionalism has shown periods of growth followed 
by a downturn. 
Applying ‘new regionalism’ approach to the 
region is difficult. This is because strong authority 
and autonomy of states cause restrictions on non-
state actors.27 There are exclusions, such as the 
rising role of Asian multinationals in the decision-
making process of the state. However, as An 
argues this would only strengthen the economic 
agendas of states rather than environmental or 
social agendas for regional cooperation.28 
Moreover, according to Jayasuriya, the absence of 
a ‘bottom up’ approach to East Asian regionalism 
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is due to historical rivalry influencing the 
development of the region.29 
Theoretical frameworks on regional integration 
portrays some key aspects of East Asian 
regionalism, but have limitations in providing a 
substantial explanation on the trajectory of 
integration process. The main reason for this is 
because main theories have been based on 
Eurocentric assumptions, notably regarding norms. 
East Asian regionalism must be understood 
differently, albeit lessons can be learnt from the 
European case. As mentioned earlier, many 
scholars espouse how East Asian integration is 
reached economically rather than socially and 
politically. Therefore, the focus of the subsequent 
section elaborates on identifying the core features 
of East Asian regionalism, inter alia, the economic 
domains: trade and financial integration. 
 
The Landscape of East Asian Regionalism 
 
Since the end of the Cold War East Asia has 
integrated rapidly by removing economic and 
social barriers. This process can be characterized 
by two mechanisms: regionalization and 
regionalism. Where regionalism denotes the 
political institutionalization through a top-down 
approach, regionalization refers to bottom-up 
approaches including commercial and human 
transactions such as trade.30 Studies show that in 
East Asia, ‘regionalism is following 
regionalization’.31 This means that regionalization 
provides the rationale for the creation of 
institutions, and thus, regionalism. The purpose of 
this section is to examine the core regionalization 
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features of East Asia. Ultimately, East Asian 
regionalism is characterized as a ‘passive 
integration’ process –eradication of barriers 
impeding exchanges- rather than a ‘pro-active 
integration’ process –policy co-operation, co-
ordination and harmonization measures.32 
 
Regionalization in East Asia 
According to Yamamoto, four different 
dimensions of regionalization –economic, 
political, security, and social- can be 
distinguished.33 These four aspects are “mutually 
and causally” related, therefore, any of the four 
types of integration can spill over into other areas, 
reinforcing the neo-functionalists’ premise.34  
Economic regionalization – especially trade – in 
East Asia has been the key driver of regionalism. 
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[Figure 1] shows how much regional trade has 
been fostering since the 1990; at a level above 
50% in 2014. An important feature of East Asian 
economic regionalization in terms of trade is that 
there are sophisticated ‘international production 
networks’ and supply chains via multinational 
national corporations (MNC) originating both 
within and outside the region; thus, the region is 
labelled as ‘Factory Asia’.35 However, it must be 
noted that some scholars, notably, Ravenhill 
advocate that from the East Asian trade intensity 
index,36 economic interdependence decreased 
since the Asian financial crisis, hence, refute that 
economic cooperation is the most important factor 
in East Asian regionalism.37 Although economic 
regionalization is a feature of East Asian 
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[Figure 1: Intra-regional Trade Shares: Asia, EU, North America (%)] 

 

Source: ADB Center, 2016 
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regionalism processes, the degree of importance is 
widely debated.  
Moreover, regionalization in East Asia has also 
involved cultural and social interactions such as 
tourism, migration and educational partnerships. In 
particular, ‘Hanryu’ (Korean wave) epitomizes the 
bottom-up societal forces in engendering 
regionalization. The ‘wave’ began in the late 
1990s, and strengthened during mid-2000s, which 
is the spread of Korean dramas, music and 
entertainment across the region; eventually causing 
cooperation networks to expand into cultural 
realms. This implies how the societal and cultural 
influences can be a driving force in regional 
integration. 
 
Nature of East Asian regionalism 
Building on from the previous section that both 
economic and societal regionalization are factors 
that cause East Asian regionalism, according to 
Kang there were three drivers that triggered 
regionalization, and eventually, provided a 
platform for, regionalism.38 First, a favorable 
environment for states to cooperate was set after 
the Cold War; second, the 1997 Asian financial 
crisis acting as a critical juncture in constructing 
regionalism; and third, East Asian states’ increased 
‘confidence’ (that raises the willingness and 
preparedness to cooperate) after rapid economic 
development. Therefore, the catalysts to 
integration are multiple and interactive. The 
starting point of East Asian regionalism was the 
establishment of ASEAN in 1967 by five South-
east Asian countries, which expanded to ten 
countries during the 1990s; and subsequently 
fanning out to ASEAN Regional Forum (ARF) in 
1994 and APT in 1997. Thus, one of the most 
prominent actors in East Asian regionalism is 
ASEAN, which has two main roles. First, ASEAN 
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was the “organizational hub” since its 
establishment.39 Second, ASEAN shaped the 
essence of East Asian regionalism by adopting the 
‘ASEAN way’ as the central modus operandi, 
which is defined as a “process of regional 
interactions and cooperation based on discreteness, 
informality, consensus building and non-
confrontational bargaining styles”.40 However, 
despite ASEAN initiating the East Asian 
governance, the significance of its presence since 
the Asian Financial Crisis in 1997 is questionable. 
ASEAN way aggravates non-binding consensus, 
which thwarts further integration; and relatively 
low levels of economic and political power of 
ASEAN restricts its ability to offer substantial 
resources in forging regional framework. 
Whilst the importance of ASEAN after 1997 is 
debatable, the notion that the critical juncture in 
fostering East Asian regionalism was the Asian 
Financial Crisis in 1997 is uncontested.41 There are 
three reasons why the crisis was crucial for the 
development of East Asian regional processes. 
First, it implied that the East Asian market was 
vulnerable to the “vagaries of global financial 
forces”.42 Second, US passiveness and the 
International Monetary Fund’s (IMF) response 
were viewed as inadequate amongst the Asian 
governments. Third, existing regional governance 
frameworks such as the ASEAN and APEC were 
inefficient in handling the crisis. Thus, the crisis 
provided an impetus to address a common 
problem: economic vulnerability. 
As a result of the financial crisis, the calculus of 
East Asian governance changed swiftly. The most 
important regional institution in the region that 
was established after crisis is the APT. 10 
countries from the ASEAN and three North-East 
Asian countries – China, Japan and South Korea – 
agreed to hold a summit in December 1997. This 
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decision was made just before the crisis, however, 
China and Japan’s hesitation to forge this summit 
into a regional institution and make it into an 
annual event meant that it was only at the third 
APT summit that it was formally institutionalized. 
The ‘Joint Statement of East Asia Cooperation’ 
was declared, which consisted eight areas of 
potential cooperation: economic, monetary, social 
and humanitarian, scientific and technical, cultural, 
developmental, political, and transnational 
cooperation.43 Therefore, APT is one of the most 
functional and comprehensive regional 
frameworks not just in economic interdependence, 
but in a wide range of policy areas. Consequently, 
APT can be considered as the main vehicle 
towards achieving an East Asian community. As 
presented in [Figure 2], all six indicators have 
increased post-crisis period. Although the reasons 
for this outcome are an array of complex factors 
such as economic development, the key factor is 
undeniably the role of post-crisis regional 
institutions –notably the APT. 
Furthermore, macroeconomic links and equity 
markets have increased the most. The main reason 
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for this is due to East Asia’s prioritization of 
stability in financial markets since the aftermath of 
1997 crisis. Proactive integration mechanisms led 
by APT such as the Chiang Mai initiative (CMI) 
created new regional platform to cooperate on. The 
CMI was agreed in 2000 as a regional network of 
bilateral currency swap agreements among APT 
members. These swap agreements meant that APT 
members can ease macroeconomic downturns 
through liquidity support in the form of swaps of 
US dollars with the domestic currencies, and 
ultimately allay conflicts with IMF conditionality. 
However, according to Sussangkarn, the initiative 
was “more symbolic than truly effective” .44 The 
series of financial decisions made from APT 
member during the global financial crisis of 2008-
2009 reinforces this statement. Indonesia 
considered activating CMI arrangements but did 
not opt to do so, whereas, Korea and Singapore 
activated a temporary US$30 billion swap 
arrangements with the US. This indicated the lack 
of faith in the initiative, undermining the regional 
financial cooperation. Despite proactive 
integration schemes such as CMI remaining rather 
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[Figure 2: Advancing Integration: Regional indicators, pre- and post-crisis] 
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weak, East Asia has been one of the most vibrant 
regions on FTA activities.45 East Asia was largely 
devoid of such agreements until the late 1990s, but 
rapid increase in the number of successful 
agreements led to 75 FTA agreements ratified by 
mid-2013.46 One of the main features of FTA 
developments in East Asia is that most FTA 
activity has been bilateral rather than regional 
(over 90% of all agreements). What this entails is 
that economic and financial cooperation in East 
Asia is mainly passive, as agreements were less 
congruent or coordinated. 
According to Munakat, in contemporary East Asia, 
“the intensity of the intensity of economic 
interaction contributes substance and depth and 
thereby a basis for institutionalized 
intergovernmental cooperation” suggesting that 
East Asian regionalism was built on the economic 
premises rather than other issues.47 However, the 
ARF that was established in 1994 and ASEAN 
Human Rights Mechanism indicates that there are 
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regional efforts beyond the economic realm. What 
is important here is that these political forums are 
passive in nature. In both examples, member states 
were able to ‘pick and choose’ policies; indicating 
that there is a lack of legally binding measures that 
makes Asian forums proactive. The main reasons 
for this is twofold. First, East Asian countries are 
too diverse in terms of levels of economic 
development, religion, culture and politics.48 
Second, there is a lack of political motivation 
stemming from a sufficient degree of common 
purpose.49 There is a tendency that cooperation 
occurs in order to prevent negative events from 
happening rather than promoting regionalism on a 
solidarity basis. Although limited to the economic 
realm, the survey (summarized in [Figure 3]) that 
sampled 3,027 opinion leaders from 19 countries 
in Asia, shows that the benefits of regionalism 
outweigh the costs. Hence, despite the nature of 
East Asian regionalism being primarily passive 
rather than proactive, generally there is a strong 

47 Munakata, Naoko. Transforming East Asia: The 
Evolution of Regional Economic Integration. 
Washington, DC: Brookings Institution Press, 2006. 
48 David C Kang, China Rising, 1st ed. (New York: 
Columbia University Press, 2010). 
49 Baogang He, Contested Ideas Of Regionalism In 
Asia, 1st ed. (London: Routledge, 2016). 

[Figure 3: Perceived Costs and Benefits of Regional Economic Integration] 
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will from opinion leaders to promote East Asian 
regionalism.  
 
Perspectives of CJK 
What this section depicts is how CJK’s differing 
perspectives on regional cooperation has 
contributed to the passive integration process. 
First, there has been a shift in China’s regional 
policy over the past three decades. Historically, 
China has been skeptical of regionalism due to its 
concern over the possibility of decayed state 
sovereignty, and viewed its neighboring countries 
as constraints that thwart Chinese development. 
However, the regional policy called ‘mulin 
zhengce’ (good neighboring policy) enabled China 
to gradually pay attention to regional 
cooperation.50 There are two main causes for this 
shift. First, there was a sense of inevitability to 
cooperate regionally to ensure security and 
stability in its borders. Second, with the rise of 
international organizations and domestic 
liberalization processes, China viewed regional 
multilateralism as an effective tool to foster 
development. Focusing on the second point, 
regionalism is a mechanism that could enhance 
China’s profile as well as a tool to shape regional 
order. In other words, regarding China’s 
participation in East Asian regionalism, there is an 
element of strategic calculation to accommodate 
traditional Japanese and US power in East Asia. 
Consequently, China’s regional focus was heading 
towards ASEAN. Former Chinese Sate Councilor 
Tang Jiaxuan stated that China, despite the 
maritime disputes, regards ASEAN as “good 
brothers, good partners and good neighbors”.51 
Hence, in 2010, China and ASEAN FTA came 
into effect after the initial agreement in 2002, 
eliminating tariffs on 90% of imported goods. 
Although the clear intentions of China are 
obscured due to its bureaucratic governance, 
China’s vision is to expand the East Asian 
community starting with an economic community 
spilling over into other areas. However, Chinese 
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elites’ fear on the erosion of sovereignty meant 
that China prefers regional governance through an 
‘ASEAN way’ that emphasizes dialogue and 
consultation rather than strong enforcements 
advocating an informal and soft approach. 
In contrast, Japan’s perspective on regionalism has 
been mixed mainly because of constantly changing 
its stance on regional cooperation. After Japan’s 
idea of an Asian Monetary Fund (AMF) in 1997 
that would hold US$ 100 billion fund to respond to 
regional financial crisis did not materialize due to 
strong opposition from the US, Japan’s response to 
regionalism was neutral in tone. Government 
statements on APT focused on economic benefits 
rather than a long-term vision of APT to deeply 
integrate the region. Japan’s position changed 
during Prime Minister Koizumi’s tenure. Notably, 
in 2002, Koizumi showed a strong desire to 
establish an East Asian community during his 
Southeast Asia summit. However, Japan’s 
proposals on East Asian summits were mainly 
passive and expansive. For instance, Koizumi, 
emphasized the inclusion of Australia and New 
Zealand in the APT, and called for structural 
reforms.52 The proposed ASEAN Plus Five with 
implicit US engagement caused uncomfortable 
diplomatic relations with China, who advocated 
‘only Asian’ forums. Furthermore, since the 
establishment of East Asian Summit (EAS), which 
includes non-APT states, Japan insisted that EAS 
should be the focal point of Asian integration. In 
the press conference by Prime Minister Abe, 
following the ASEAN-related Summit meetings, 
whilst acclaiming the strengthened Japan-ASEAN 
relations under the ASEAN-Japan Comprehensive 
Economic Partnership (AJCEP), China was the 
focus of his responses. Abe claimed that Japan-US 
joint exercises was contributing to regional 
stability in the South China Sea, that Japan plans 
to confront China regarding its maritime security, 
and China needs to change its ‘attitude’ if they 
sincerely wish for peaceful East Asian 
regionalism. Overall, it is clear that Japan supports 
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regionalism but advocates the participation of non-
Asian states due to factors including domestic 
politics, international relations in East Asia and 
Sino-Japanese relations.  
Finally, Korea’s perspective on East Asian 
regionalism is clear: through regional cooperation 
Korea believes that regional stability and peace 
can be promoted, particularly to address security 
concerns on North Korea, and raise its 
international stature. Thus, Korea can be 
considered as the most active country when it 
comes to regionalism. As a ‘middle-power’ 
geographically surrounded by regional powers, 
Rozman contends that Korea is in a unique and 
critical position to untangle CJK relations and 
work closely with ASEAN.53 Especially since the 
late 1990s when Korea played a pivotal role in the 
establishment of the East Asia Vision Group 
(EAVG), Korea has increasingly sought to gain 
regional leadership role. President Lee proposed 
the ‘New Asia Initiative’ to establish Korea as the 
‘hub of Asia’ in terms of trade and security.54 As a 
result, in 2009, Korea and ASEAN members 
agreed to enhance investment relations by relaxing 
FDI regulations from Korean businesses. 
However, due its strategic ties with especially 
China and US, Korea finds it difficult to maintain 
positive relations with both countries at once. 
Korea did not sign the Trans-Pacific Partnership 
(TPP) agreement; instead it positioned itself as an 
active player in the RCEP negotiations. 
Meanwhile, regarding security, US strongly 
advised to implement Terminal High Altitude Area 
Defense (THAAD) – a pre-emptive defensive 
system- to counter North Korea’s action under US 
guidance. Korea has been active in promoting both 
passive and proactive integration mechanism. 
However, due to its restricted geo-political 
position, Korea did not take aggressive measures 
to strengthen its position into a regional leader. 
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Regionalization processes, regionalism (especially 
the APT framework), and the perspectives of CJK 
were critically analyzed to identify some of the 
core features of East Asian regionalism. Both 
economic and societal regionalization process has 
triggered East Asian regionalism. Since the 1990s 
the number of regional institutions have increased, 
however, many scholars argue that East Asian 
regionalism has not matured into a single regional 
entity.55 As outlined, ASEAN’s ineffectiveness in 
enforcing legally binding policies through its 
‘ASEAN way’ approach as well as CJK’s 
motivations in participating in regionalism 
processes caused East Asian regionalism shaped 
by passive integration processes. Although there 
has been an enlargement of policy areas from 
economic issues to security and human 
development issues, it is difficult to mark this as a 
‘spillover’ effect because of the lack of proactive 
integration schemes in the region. 
 
The Significance of CJK Trilateral Cooperation 
The dynamics of East Asian regionalism imply 
that East Asia is limited to passive integration 
schemes. Though there has been an impetus to 
cooperate proactively, there was a lack of 
‘common identity’ between East Asian states.56 
The main reason for this is the historically 
constrained CJK relations. However, despite the 
obstacles – historical and maritime disputes – the 
APT meeting in Bali (2003), where a Joint 
Declaration aimed at Promoting Trilateral 
Cooperation was issued, was crucial in 
encouraging institutional arrangements beyond 
economic ties between CJK countries. 
Consequently, the leaders of CJK have regular 
meetings especially since the 2008 financial crisis 
through the CJK Trilateral Secretariat Cooperation 
(TCS). This section discusses the significance of 
the trilateral cooperation based on economic 
interdependence, political cooperation, and 

John Ravenhill, “The ‘New East Asian Regionalism’: A 
Political Domino Effect”, Review Of International 
Political Economy 17, no. 2 (2010): 178-208, 
doi:10.1080/09692290903070887. 
56 Edward J Lincoln, East Asian Economic Regionalism, 
1st ed. (New York: Council on Foreign Relations, 
2004). 



 42 
 

potential challenges in forging a positive trilateral 
relationship. 
 
Trends in CJK trade dynamics 
The share of ‘intra- regional trade’ amongst CJK 
increased until 2004. Trilateral trade since has 

fluctuated with a small increase during the 
financial crisis, but diminishing gradually to 
19.1% in 2014. As shown in [Figure 4], was first 
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Trilateral Cooperation Secretariat, pp.1-74. 

time since the late 90s, the trilateral trade level 
dropped below 20%. 
 In order to avoid misleading data on intra-regional 
trade as a “larger group exhibits a higher share of 
intra-regional trade”, [Figure 5], trade intensity 
index can also be utilized.57 A figure  

bigger than 1 implies a ‘deep’ economic 
integration via trade. Since 2004, CJK’s trade 
intensity has continued to decrease into a level that 
is significantly lower than other regions such as 

[Figure 4: Intra-regional trade (%)] 

 

Source: TCS, 2016 

[Figure 5: Intra-regional trade intensity index] 

 

Source: TCS, 2016 
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NAFTA. The reasons for a rather low level of 
interdependence are twofold. First, Japan’s share 
in exports fell since the late 1990s; second, 
Chinese trade has been expanding internationally: 
penetrating western markets has been gaining 
prominence in its economic agenda. Overall, the 
index shows that there is a room for improvement 
in fostering a deeper economic integration between 
CJK. 
Despite the weak intensity levels, two economic 
groundings indicate the importance of CJK intra-
regional trade. Firstly, identifying CJK’s major 
trading partners is important in assessing whether 
CJK are interdependent on each other. Each CJK 
countries are in the top five trading partners.58 For 
instance, Japan and Korea are ranked third and 
fourth for Chinese exports, and fourth and first 
respectively. The main point is that CJK 
contributes heavily in each of their trading sector. 
Secondly, CJK also have similar export and import 
products – on a 2-digit code level. Regarding 
exports in 2015,59 eight out of ten exports were 
identical, with the top products being electrical 
machinery and general machinery. Likewise, the 
composition of imports is similar with mineral 
products, which includes energy, representing 
more than 20% for all three. However, this does 
not necessarily imply that the three countries are 
trade competitors. Rather, there is increasing intra-
industry trade, where low-price goods are exported 
from China and high-priced products are exported 
from Korea and Japan. Demand-side theory of the 
gravity model is useful to understand this pattern 
of increasing trilateral trade. Furthermore, vertical 
division of labor explained by global value chain 
shows how some products electric devices were 
exported from Japan and Korea to China for final 
assembly to serve the Western market. 
 
 
 

																																																													
58 See Appendix 2 
59 See Appendix 3 
60 Fithra F. Hastiadi, “Regionalism In East Asia: The 
Role Of North East Asian Nations”, American Journal 
Of Economics And Business Administration 3, no. 2 
(2011): 247-258, doi:10.3844/ajebasp.2011.242.253. 
61 See Appendix 4 

Trilateral cooperation and East Asian regionalism 
Through econometric modelling, scholars have 
tested the correlation between the intensity of the 
trilateral cooperation and the growth of East Asian 
regionalism (where growth is measured as GDP 
growth and trade interdependence).60 Two of the 
most relevant research is the use of static panel 
data model in examining the spillover effect from 
CJK to ASEAN; and the test of convergence to 
discuss the future trend of East Asian Regionalism. 
According to Hastiadi’s econometric model61good 
governance including fiscal policies and industrial 
cooperation amongst CJK were the most 
significant determinants in establishing a 
successful East Asian regional community at 1% 
significance level. Moreover, at 5% significance 
level, CJK’s economic growth via openness would 
boost the economy of ASEAN-4,62 implying that 
CJK’s intensified cooperation would positively 
affect ASEAN countries.63 In terms of the future of 
East Asian regionalism, trade openness would 
foster economic interdependence in the region, 
therefore, regionalism is expected to accommodate 
economic growth. The main objective would be to 
institutionalize current regional mechanisms (such 
as regional FTA) de facto integration through 
passive regional arrangements. 
 
CJK FTA 
One of the main efforts at promoting trilateral 
economic cooperation is the CJK FTA.64 The idea 
of an economic cooperation was initiated in the 
1999 APT summits, but was largely marginalised 
until in 2009, when Japanese Prime Minister – 
Yukio Hatoyama- proposed an official study to 
research the cost-benefits of the FTA. 
Consequently, the Trade Ministers of CJK 
announced the launch of the CJK FTA in 2012. 
However, Abe’s re-election in 2012 meant that 
Japanese economic priorities were heading 
towards supra-regional policies. After the 

62 Indonesia, Malaysia, Philippines, and Thailand 
63 Ibid, 2011 
64 Srinivasa Madhur, “China-Japan-Korea FTA: A Dual 
Track Approach To A Trilateral Agreement”, Journal 
Of Economic Integration 28, no. 3 (2013): 375-392, 
doi:10.11130/jei.2013.28.3.375. 
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breakdown of bilateral FTA with Korea, Japan 
pursued the conclusion of FTAs with Canada in 
November 2012, and subsequently with Colombia 
in the following month as well as prioritising TPP 
negotiations. Whilst China considered these series 
of act as a ‘soft-balancing’ measure, Korea was 
reluctant to enter a trilateral phase without any 
bilateral economic set-up. Former Korean Trade 
Minister –Bark Taeho- stated that “bilateral 
discussions should be carried out first, then the 
trilateral consensus should be made”.65 Thus, 
Japanese reluctance meant it would be much more 
attractive and easier for Korea to finalise a deal 
with China. Since the China-Korea deal was 
concluded, Japan became an active player in 
putting CJK FTA back on track as it would be a 
valuable vehicle to achieve several commercial 
objectives; incorporating high-standard elements 
such as intellectual property, environment and 
labour from the TPP into the trilateral FTA. Eight 
rounds of FTA negotiations have been held by 
February 2016, however, fruitions have been more 
trivial than anticipated. 
The decision to materialise the FTA would 
complement the current Chiang Mai initiative, 
APT Macroeconomic Research Office, and 
creation of Credit Guarantee and Investment 
Facility as CJK accounts 90% of APT’s GDP and 
70% of total population, influencing East Asia’s 
trade and investment flows.66 On an economic 
perspective, the FTA would become a foundation 
of which an enhanced East Asian economic 
integration can be built on. Hence, CJK FTA 
potentially can commence a multilateral, region-
wide FTA in East Asia that would alleviate from 
the current ‘noodle-bowl effect’. According to the 
Asian Development Bank (ADB), such a region-
wide FTA built from the CJK FTA frameworks 
would enable Asian states to become unified on 
the international stage in institutions that are 

																																																													
65 Globaltimes.cn. Promoting China-Japan-S. Korea 
FTA negotiations is “natural”: official - Global Times, 
(2012) Available at: 
http://www.globaltimes.cn/content/747297.shtml  
66 Trilateral Cooperation Secretariat, Trilateral 
Economic Report: September 2015, 2015 Seoul: 
Trilateral Cooperation Secretariat, pp.1-74. 

responsible for global economic governance. 
Potentially, the trilateral cooperation can focus in 
energy development because all three countries 
rely on foreign energy supply. CJK FTA would 
enable energy innovation and technology 
exchanges, and trigger a region-wide FTA that 
would offer better access to rich natural resources 
from the ASEAN countries. 
 
Political dynamics 
Regarding the political features, CJK relations are 
more complicated and enigmatic than the 
economic domains67. Although Northeast Asia is 
often referenced as “fractious”, the establishment 
of the CJK Trilateral Cooperation Secretariat in 
Seoul (2008) indicates how cooperation between 
Asian states at a political level can be made. Since 
this establishment, TCS has permeated into recent 
literature on East Asian regionalism68. The 
announcement of TCS was made during the APT 
summit in 2007: prioritizing not only economic 
interdependence, but on security, science, tourism, 
and entertainment (for instance, the “Year of 
Cultural Exchanges among CJK” in 2009). 
Contrary to the conclusion that the prevalent status 
of APT highlights Japan-China rivalry and the lack 
of common identity especially between CJK, TCS 
leads scholars to a different direction.  
The clash of interests between ASEAN and CJK as 
well as the fact that ASEAN acts as the 
‘gatekeeper’, holding a considerable amount of 
power regarding regional frameworks are some of 
the reasons of TCS was initiated. These common 
interests from CJK oppose to some of mainstream 
notions that the strong sense of China-Japan 
rivalry would prevent any political 
institutionalization between CJK. ‘Institutional 
balancing’ between China and Japan, and Korea’s 
prominent role as a ‘middle-power’ suggest 

67 Christian Wirth, “‘Power’ And ‘Stability’ In The 
China-Japan-South Korea Regional Security 
Complex”, The Pacific Review 28, no. 4 (2015): 553-
575, doi:10.1080/09512748.2015.1012538. 
68 Kent Calder and Min Ye, “Regionalism And Critical 
Junctures: Explaining The “Organization Gap” In 
Northeast Asia”, Journal Of East Asian Studies 4, no. 
02 (2004): 194, doi:10.1017/s1598240800001818. 
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“cooperation through competition”.69 Thus, TCS 
as a mode of ‘regional dialogue’ enables CJK to 
develop intra-regional channels of integration via 
communication among national leaders. 
However, issues regarding trilateral cooperation 
pose questions on the development of TCS. First, 
the highly asymmetrical power between CJK may 
create ‘power struggles’ or problems associated 
with ‘balance of power’. Korea’s voice may 
become subdued despite Korea being the most 
active actor when it comes to regionalism – to 
overcome the uncomfortable position of ‘a shrimp 
among whales’ - and although ‘cooperation 
through competition’ may be possible it is likely 
that progress would be volatile due to numerous 
disputes amongst CJK.70 Second, when the 
motives of ASEAN on APT was to revitalize the 
South-Eastern region (in reducing the development 
gap within East Asia), TCS’s presence may eclipse 
APT in terms of regional significance.71 As a 
result, Singapore’s Senior Minister Lee Kuan Yew 
asserted that the region can eventually become 
“Three Plus ASEAN” (TPA) rather than APT”. 
Therefore, ASEAN’s reaction to the trilateral 
cooperation was mixed: welcomed progress and 
hoped that TCS will accelerate East Asian 
regionalism process on one hand, yet quietly 
expressed concerns about potentially being 
marginalized. Furthermore, the establishment of 
TCS implies the lack of efficient mechanisms set 
by ASEAN through “consensus by unanimity, and 
comfort level” approach.72 However, TCS would 
offer new platforms for regional integration that 
are beyond economic domains, for instance, 
security and environment. Through TCS, CJK can 
address their common security concerns, which 
emphasizes North Korean nuclear proliferation, 
which can then ‘spillover’ into APT’s agendas. 

																																																													
69 Kamila Pieczara, Explaining Surprises In Asian 
Regionalism: The Japan-Korea-China Trilateral 
Cooperation, Working Paper (University of Warwick, 
2012), 10 
70 Christopher Dent, “The International Political 
Economy Of Northeast Asian Economic Integration”, in 
Northeast Asian Regionalism: Learning From The 
European Experience, 1st ed. (London: Routledge, 
2002), 272. 

Overall, ASEAN countries should not be ‘anxious’ 
about the presence of TCS. In fact, TCS remains 
more of a symbolic achievement, and APT forum 
has not been dismantled (TCS functions in parallel 
to APT). ‘Mini-summits’ are significant in the 
development of East Asian regionalism, but that 
does not mean that the interest of CJK in ASEAN-
led forums has decreased. 
 
Challenges to trilateral cooperation 
11th Trilateral Economic and Trade Ministers’ 
Meeting was held on October 29, 2016 in Tokyo. 
The leaders issued a joint declaration stating that 
trilateral cooperation had been “completely 
restored”. Despite pledging to sustain trilateral 
cooperation, there have been several issues that 
thwarts resolving the disputes of three countries. 
One of the main challenges is that nationalism 
continues to take precedence in CJK politics, and 
hence, exacerbating the lack of trust that thwarts 
CJK from forming a strengthened group. This 
point can be inferred from China and Korea’s 
increase in military spending as well as Japan’s 
efforts to transform its armed forces “from 
territorial defence towards expeditionary 
missions”.73 The decisive influence of nationalism 
is mainly taught in schools, depicted in museums, 
reaffirmed by opinion leaders, and reinforced by 
the media. Through this influence, it is Japan that 
has strained relations with both neighbours mainly 
due to recurrent controversies about history, and 
whether those issues have been settled in a 
diplomatic normalization process. 
Another major challenge in forging a rigid 
trilateral cooperation is concerning geopolitically 
sensitive issues. Regarding Korea-Japan 
relationship, albeit the leaders in Korea vowed to 
improve relations with Japan since the aftermath of 

71 Kanishka Jayasuriya, New Modes Of Regionalising 
Governance In Asia, 1st ed. (New York, NY [etc.]: 
Routledge, 2009). 
72 Kamila Pieczara, Explaining Surprises In Asian 
Regionalism: The Japan-Korea-China Trilateral 
Cooperation, Working Paper (University of Warwick, 
2012), 16 
73 Christian Wirth, “‘Power’ And ‘Stability’ In The 
China–Japan–South Korea Regional Security 
Complex”, The Pacific Review 28, no. 4 (2015): 553-
575, doi:10.1080/09512748.2015.1012538, 554 
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Asian Financial Crisis, relation remains tenuous. 
Korea and Japan, China and Japan, and Chinese-
Korean tensions (though less prevailing than 
China-Japan or Korea-Japan issues) in the East 
China Sea and the East Sea illustrates the 
interlocked political challenges. Moreover, the 
long term economic relations between China and 
Korea affected by THAAD system remains to be 
seen. 
As mentioned previously, the CJK FTA is an 
important step towards realizing not only a 
strengthened trilateral relationship, but a wider 
regional economic cooperation applicable to the 
21-member Asia Pacific Economic Cooperation 
group. Furthermore, agendas beyond trade can be 
brought into the game, such as FDI policies. Korea 
launched the Development Strategy and Planning 
of New Growth Impetus, focusing on the 
development of six main industries, including 
energy and environment, and bio-industry. These 
emerging industries can all provide a platform for 
direct investments and intensified trilateral 
economic cooperation. Private sectors’ role here 
would be crucial and has already begun for 
example, Toyota started to produce core 
components of dual-engine hybrid power systems 
in China, meanwhile, Samsung Electronics has 
invested in a NAND Flash production in Xi’an. 
The constellation of interests, threat perceptions 
and economic structure suggests the possibility of 
producing either cooperative or cancelling effects. 
The discussion provided indicates that economic 
cooperation based on trade is crucial in relaxing 
political tensions and that trade linkages between 
three countries are already functioning. A possible 
resolution to address the array of complexities 
revolving around CJK would be emerging 
industrial cooperation based on economic 
instruments dovetailed by cultural ethos for 
cooperation. 
 
Conclusion 
The study was set out to explore the core features 
of East Asian regionalism and the significance 

																																																													
74 Christopher Dent, “Paths Ahead For East Asia And 
Asia-Pacific Regionalism”, International Affairs 89, no. 
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CJK trilateral cooperation in strengthening 
regional integration. Consequently, the study 
sought to fill in the ‘gap’ left by current academic 
literature on regionalism. The primary focus of 
many literatures on East Asian regionalism has 
been on the role of ASEAN, economic integration 
and comparative study - drawing from the lessons 
of the European integration experience.74 
However, by delineating the features of East Asian 
regionalism; since CJK countries have the biggest 
economies in East Asia, the study identified that 
their potentially enhanced interdependence should 
cause positive influence in forging regionalism. 
In order to comprehend the dynamics of East 
Asian regionalism, it was important to provide the 
foundations of the study by discussing the 
theoretical frameworks. The literature review of 
core regionalism theories showed that current 
theoretical frameworks are not entirely applicable 
regarding East Asian integration processes. 
Functionalist approaches are existent to explain 
European integration, and thus Eurocentric. In the 
subsequent empirical sections, the landscape of 
East Asian regionalism and the nature of CJK 
cooperation was discussed. By examining the 
nature of East Asian regionalism, the core findings 
are threefold. First, the Asian Financial Crisis in 
1997 acted as a critical juncture in strengthening 
East Asian regionalism. In addition, 
regionalization processes are far more developed 
than regionalism, hence, East Asian region is 
integrated via passive mechanisms rather than 
proactive schemes. CJK’s perspective has also 
caused this dynamic for instance, China’s central 
government explicitly indicated that it would 
prefer informal regional cooperation. Second, 
albeit the political challenges between CJK 
countries, economic progress by concluding CJK 
FTA and political progress by TCS would 
positively influence the region. Whether Japan 
continues to seek supra-regional integration via 
EAS or ASEAN Plus Five with implicit US 
influence remains to be seen. Deeply rooted 
historic tangles should be gradually eased with less 
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pragmatic, but more normative approach based on 
solidarity to integration. The third point follows on 
from the second. Strengthening CJK cooperation 
would be complementary to East Asian 
regionalism by reinforcing some of the existing 
proactive schemes such as the CMI, and not –as 
advocated by some scholars- a challenge to 
ASEAN. The main reason for this is that 
ASEAN’s role is entrenched in East Asian 
regionalism structure.  
While this study gave further insight into the facets 
of East Asian regionalism, the study encountered a 
number of limitations, suggesting that there is 
room for improvement. Firstly, utilizing 
ethnographic ‘thick description’ through observing 
press conferences, open summits and focus-
interviews would potentially provide insight into 
East Asian regionalism. By analyzing elites’ 
speech and interactions, the motivations of CJK 
regarding regional integration can be more 
precisely identified. Second, further research can 
be done to explore feasible policies that would 
alleviate political and security tensions. For 
instance, just like the EU has elaborated on, 
emphasizing on the formation of consumption 
networks - moving beyond FTA and regional 
production networks. Overall, despite “the idea of 
conflict leading to an unravelling of Asian 
regionalism is not unthinkable”, East Asia is still 
developing and currently on an upward 
trajectory75. A point to embrace is the fact the 
regionalism is neither a ‘bad’ nor a ‘good’ 
mechanism. As classical functionalists have 
argued, regionalism should be utilized as an 
instrument to enhance human welfare. Regardless 
of the outcomes of current regional processes, 
dynamics in East Asia is increasingly salient to the 
evolution of international politics. 
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[Appendix 1: Intra-regional trade intensity: Asia, EU, North America (%)] 

 

Source: ADB, 2016 

[Appendix 2: CJK’s major trading partners in 2016] 

 

Source: TCS, 2016 

[Appendix 3: Comparison of top CJK export products in 2015] 

 

Source: TCS, 2016 
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CORPORATES’ ROLE BEYOND CORPORATE SOCIAL RESPONSIBILITY  
– THE CASE OF SOUTH KOREA 

Hyunju Christine Yoo 
 
 
An effective public diplomacy requires a strategic, symmetrical communications program with well-networked 
stakeholders. These stakeholders- individuals, NGOs or multinational corporations play an important role in 
legitimizing and building credibility to the state’s public diplomacy policies. They also provide an expertise in 
their field to improve the effectiveness to a strategic public. When targeting a specific type of public, 
Multinational Enterprises (MNEs) show strength in this field because marketing itself is targeted to a selected 
group of customers. Thus, it is not surprising to see a well-networked collaboration with the government and 
the corporations in public diplomacy. In recent years, Korea’s efforts to improve its country image and its 
diverse programs have been associated with diverse actors, including Korean MNEs. Research finds that 
many of these efforts have been humanitarian programs as a part of their Corporate Social Responsibility 
(CSR) program. This paper examines what is corporate diplomacy and analyzes what makes an effective 
corporate public diplomacy, with its challenges. It first begins with highlighting the importance of 
collaborative public diplomacy and that it requires a ‘strategic stakeholder engagement’. By introducing 
corporates as effective actors for public diplomacy, this research examines roles and capacities of MNEs in 
public diplomacy. This paper will apply the case of Korea looking at the successful cases and challenges of 
the Korean corporate public diplomacy. This paper will conclude in providing a more expansive role for the 
MNEs in public diplomacy, in which exceeds further than CSR activities. MNEs have become essential actors 
in public diplomacy and it is necessary to incorporate them as effectively as possible. 
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global value chains in Latin America. Hyunju graduated from the University of Toronto with an Honours 
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Introduction 
Traditional diplomacy, New Public diplomacy, 
Public relation, Propaganda, Media diplomacy, 
Media-broker diplomacy, Individual diplomacy, 
Soft Power, Smart Power... These are some of many 
terms that describe what is called ‘Public 
Diplomacy’. It is fairly a new terminology, under 
multidisciplinary, and there are still many 
discussions on the effectiveness or/and how to 
categorize or to study them. But one thing for sure 
is that Public Diplomacy has become very important 
when it comes to international relations today. One 
of the clearest definition of public diplomacy comes 
from Signitzer and Coombs defining it as “the way 
in which both government and private individuals 
and groups influence directly or indirectly those 

public attitudes and opinions which bear directly on 
another government’s foreign policy decisions”.1 
This definition acknowledges that public diplomacy 
is broad and that the number of actors practicing 
public diplomacy is diverse. Unlike traditional 
diplomacy, public diplomacy allows diverse non-
state actors such as non-governmental organizations, 
multi-national corporations, and even individuals to 
promote the national interests. Acknowledging 
different actors involved in public diplomacy, and 
diverse methods in this discipline, this paper 
emphasizes collaboration and communication skills 
as the most important elements of an effective 
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public diplomacy. In order to have an effective 
public diplomacy plan, the government being the 
main actor must cooperate with non-state actors- 
such as multinational enterprises (MNEs). 
Undoubtedly MNEs have risen as key players in the 
global arena as companies expand their markets 
globally. Even if these companies began with 
simple type of sales in overseas, today big 
conglomerates such as General Electric, Coca-Cola, 
and Toyota are involved in adding values to the 
global customers with their corporate social 
responsibility (CSR) activities. Today, these big 
MNEs collaborate with governments in public 
diplomacy activities- and so the so-called Corporate 
Diplomacy has also become a new terminology in 
public diplomacy. Rather than companies involved 
in their “good deeds” as they mostly do in their CSR 
activities, in corporate diplomacy, companies take 
part in the government’s public diplomacy agenda. 
This paper examines what is corporate public 
diplomacy, and argues that corporates are the 
important actors in public diplomacy. By examining 
the role and capabilities of corporates in public 
diplomacy, this paper analyzes the realities of 
corporates’ roles in public diplomacy in the case of 
South Korea. The history of public diplomacy is 
short and has not received thorough research over 
the course of time. However, after a thorough 
research of the Korean corporate diplomacy, this 
paper will conclude by suggesting that the South 
Korean government and corporates need to extend 
the roles of corporates out of CSR activities. 
 
Background: Public Diplomacy as collaborative 
diplomacy 
The major acknowledgement that the public 
diplomacy has grown its importance is very recent. 
Perhaps there are many explanations to this, but to 
speak in the “realist” realm- where states are the 
main actors- perhaps it is sufficing to say that 
international structure has become a world that the 
threats to the states’ status quo is not another state. 
As we have seen since the Cold War, enemies might 
seem like other “States”, but it is rather a 
conglomerate of states united within an ideology, 
religion, extremist views, etc. Ever since 2001, it 
has been clear that the enemy is those on the side of 
extreme terrorist views. Zaharna gives the case of 

the U.S. after the September 11 attacks. It was of no 
one’s expectation how the global public opinion on 
the U.S. could change so dramatically even after so 
much compassion. She argues that public diplomacy 
is no longer limited to promotion campaigns and 
direct government contacts with foreign public 
services.2 The goals of public diplomacy are to 
achieve increasing people’s familiarity, appreciation, 
and engaging people with one’s country. In this 
sense, this paper would like to expand this view to 
argue that public diplomacy is wider and broader 
than the traditional diplomacy. The difficult and 
confusing part of public diplomacy is that not only 
that it importance has grown fairly recently, but it is 
constantly developing and changing with the new 
tools and players emerging. That is what makes 
public diplomacy complex and interesting at the 
same time.  
Moreover, many authors have related public 
diplomacy with branding and public relation 
(Leonard, Stead, & Smewing, 2002; Ledingham, 
2003; Grunig, 1993; Fitzpatrick, Fullerton & 
Kendrick, 2013). National Branding is definitely 
different from public diplomacy. Branding is a form 
derived from marketing, whereas diplomacy derives 
from politics and relational. As argued by Gilboa, it 
could be easier to say that public diplomacy holds a 
broader aspect than public relation and branding.3 
For example, public diplomacy just cannot be 
summed up in an image, or slogans. The 
fundamental importance of diplomacy is to be able 
to communicate well with the other part by 
delivering your message clearly and to be able to 
listen to the counterpart. This involves a significant 
communications skill set and collaboration of 
communications experts- and the diverse 
engagement and collaboration is a crucial difference 
of public diplomacy from traditional diplomacy. 
Networking and collaborative public diplomacy is 

                                   
2 Zaharna, Rhonda S. Battles to Bridges: U.S. Strategic 
Communication and Public Diplomacy after 9/11. Edited 
by Donna Lee and Paul Sharp, Studies in Diplomacy and 
International Relations. Basingstoke, UK: Palgrave 
Macmillan. Original edition, 2010. Reprint, 2014 
(Chapter 4), 2010. 
3 Gilboa, Eytan. “Searching for a Theory of Public 
Diplomacy.” The ANNALS of the American Academy of 
Political and Social Science 616 (1):55-77, 2008. 
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complex and difficult. Each actor has different 
interests, thus collaboration will only occur when 
each actor’s interests match in line with the 
government’s diplomacy agenda.4 So then what is 
an effective collaborative public diplomacy? 
Looking at a holistic view of the world and 
acknowledging non-state actors such as NGOs, 
individuals, experts, etc.- an effective collaborative 
public diplomacy would be being able to pursue a 
policy partnering with all of the actors mentioned 
because they believe that it will benefit them as well. 
It could also be considered effective when you are 
able to carry out a policy without others having 
misconceptions or stereotypes on the motifs. Then 
these actors become ‘Strategic Stakeholders’.  
When targeting a specific type of public, MNEs 
show strength in this field because their marketing 
and PR skills are trained to target a selected group 
of customers. Thus it is not surprising to see a well-
networked collaboration with the government and 
the corporations in public diplomacy. The 
importance of public diplomacy is increasing as 
states see the importance of the influence of soft 
power to the general public around the world. The 
networked society today allows the world to be 
more connected to every single corner around the 
world. This involves a significant difference in the 
communication tactics compared to the traditional 
diplomacy, where the targeted public only consisted 
of public servants in the Foreign Ministry, or other 
government officials. Thanks to the social media 
and internet, the expansion of the tools and the 
delivery of these messages deserve a different 
method. Geoffrey Cowan and Amelia Arsenault 
have emphasized the importance of shifting from 
monologue dialogue to a collaborative 
communication in public diplomacy.5 The different 
types of communication exist still today- since 
traditional diplomacy still is present. But in terms of 
public diplomacy, collaborative method is more 
effective and needed. Delivering key policies of a 
country and the image of the country is crucial in 

                                   
4 Cowan, G., and A. Arsenault. “Moving from 
Monologue to Dialogue to Collaboration: The Three 
Layers of Public Diplomacy.” The ANNALS of the 
American Academy of Political and Social Science 616 
(1):10-30, 2008. 
5 Ibid. 

public diplomacy, and it is more accountable and 
delivered without being felt as a propaganda when 
done by non-state actors (Zatepilina, 2009). 
 
Strategic Stakeholder Engagement in public 
diplomacy 
In order for public diplomacy programs to be more 
robust and more effective the main actors of the 
public diplomacy should not be limited to the 
government only. The collaboration of non-state 
actors with the government has been emphasized by 
many scholars (Kelley, 2010; La Porte, 2012; 
Riordan, 2005; Zatepilina, 2009; Zaharna, 2011). 
Many scholars such as Rhonda Zaharna 
acknowledge the roles of non-state actors as 
strategic stakeholders for government to cooperate 
with. Zaharna’s ‘Strategic Stakeholder Engagement’ 
theory provides how to distinguish strategic 
stakeholders in public diplomacy and what 
constitutes a strategic engagement. She calls for the 
‘Strategic Stakeholder Engagement’ where the right 
type of stakeholders with the right level of 
engagements is aligned with the goals of public 
diplomacy initiatives.6 This would provide a more 
aligned and transparent message to the broad public. 
Riordan also calls for ‘Public Diplomacy 
Entrepreneurs’- a role for public diplomats to look 
for and identity opportunities for engagement, then 
communicating them to the relevant non-
governmental agents, and facilitating the first steps 
in engagement.7 This would allow them to build 
credibility and consistency in their messages. He 
emphasizes the roles of non-state actors such as 
agents, NGOs, Universities, and enterprises. 
Zaharna and Riordan also strongly agree on the 
importance of engaging domestic public and the 
foreign public when it comes to distinguishing 
stakeholders. The actors of public diplomacy should 
not mistake that domestic and foreign public are 
                                   
6 Zaharna, Rhonda S. “The Public Diplomacy Challenges 
of Strategic Stakeholder Engagement.” In Trials of 
Engagement: The Future of US Public Diplomacy, edited 
by Ali Fisher and Scott Lucas. Leiden, Boston: Martinus 
Nijhoff Publishers, 2011. 
7 Riordan, Shaun. “Dialogue-based public diplomacy: a 
new foreign policy paradigm?” In The New Public 
Diplomacy: Soft Power in International Relations, edited 
by Jan Melissen. New York NY: Palgrave Macmillan, 
2005. 
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merely audiences. They also are strategic publics as 
argued by Kathy Fitzpatrick.8 ‘Public’ and 
‘Stakeholders’ are similar, but they are different 
from a targeted audience or customer perspective. 
They can be either your targeted audience or just a 
rational “active public” that is passing by. 
Stakeholders are by no means targeted audience 
according to Fitzpatrick. In Fitzpatrick’s article, she 
provides extensive list of definitions provided by 
fellow experts in defining who are the ‘public’ and 
who are the ‘stakeholders’.9 The networked society 
today has made communication faster, easier, more 
transparent, but has made communication web ever 
more complex. The relationship cannot be limited to 
a simple ‘organization-public’ relationship. While 
many authors would prefer to group publics, 
stakeholders, and actors- and see the relation with 
the organization dyadic; they simply cannot be 
grouped into one ‘stakeholders’ group. No 
organization deals with a group of stakeholders with 
a single kind of interest. These actors are 
intertwined with different interests and opinions, 
which makes it far more complicated. This is why it 
is not easy to specify who exactly public is and what 
public relations or diplomacy is limited to. Publics 
evolve over time and communications evolve over 
time especially in such a networked society like 
today. 
As for strategic engagement, Zaharna goes further 
to to emphasize what is a strategic engagement. 
Rather than used as to explain audience 
involvement or participation in public diplomacy 
initiative, it now means relationship building. Here 
she brings that corporate social responsibility (CSR) 
programs by corporates focus on strategic 
‘stakeholder engagement’. Ideal elements that 
describe an effective ‘stakeholder engagement’ 
would be that they are not one-time projects, but on-
going programs. Also, they tend to be proactive in 
identifying the group of stakeholders impacted by 
the organization’s policies or activities in 
developing programs related to the stakeholder’s 

                                   
8 Fitzpatrick, Kathy R. “Defining Strategic Publics in a 
Networked World: Public Diplomacy’s Challenge at 
Home and Abroad.” The Hague Journal of Diplomacy 7 
(4):421-440, 2012. 
9 Ibid. 

interest and concerns.10 Additionally, they tend to 
have programs that include participation and 
collaboration of the local community. This type of 
participatory communication and collaboration 
becomes an essential element of strategic 
‘stakeholder engagement’. In sum, they are 
relationship building, more engaging, and 
experiencing, rather than one-way.  
 
Corporate Diplomacy  
Among diverse actors, MNEs arise to be important 
actors of public diplomacy. This paper expands the 
views of Enric Ordeix-Rigo and Joao Duarte in their 
ambitious argument that corporate public diplomacy 
is more than “just the participation of corporations 
in public diplomacy.” They rather believe that 
corporates have the initiative and resources needed 
to lead the public diplomacy programs. They argue 
that major transnational corporations are able to 
develop to draft and implement their own programs, 
independent from the government’s initiative to 
pursue the diplomatic aims by the government. 
They believe in the roles of MNEs that they will 
acquire a status that goes beyond a license to 
operate, and the source of its legitimacy to do so. In 
sum, corporate diplomacy is about building trust, 
providing perspectives and help government in their 
transformational agenda just as any other actors. 
Furthermore, corporates play at the company level, 
but also represent the industry, the country, and 
further the country brand; and this may be the key 
difference that corporates carry compared to other 
actors. The power of branding cannot be ignored. 
When used effectively, they have a strong branding 
power. Also, MNEs, based on the fact that they are 
profit-driven, object-oriented organizations, they 
can more easily engage in strategic stakeholder 
engagement. 
 
MNE’s branding power in public diplomacy 
Branding diplomacy, first introduced by Leonard, 
Stead, and Smewing (2002) mentioned the key 
strengths that branding brings to the public. Brands 
such as Coca-Cola and Levi’s have an emotive pull 
of associations with the American way of life, its 
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values and freedom.11 By automatically, when 
people think of SONY or Nintendo, they can 
assume the lives of Japan and associate them with 
technological sophistications. There are challenges 
to this aspect as mentioned by Leonard, Stead, and 
Smewing that branding towards a massive public is 
difficult and at times no manageable. Hence, just as 
corporates do, choosing a targeted public is essential 
in public diplomacy. Moreover, transnational 
corporations tend to have an expert team in charge 
of public affairs. Public affairs is mostly aimed at 
internal affairs of the domestic community of the 
country, while public diplomacy targets the foreign 
public; however the need for increase in familiarity 
with the country, appreciation of that country, and 
willingness to engage with the country is needed for 
both.12  
 
‘Strategic Stakeholder Engagement’ in corporate 
diplomacy 
Before bringing Zaharna’s complete theory of 
‘strategic stakeholder engagement’ theory, this part 
of the paper will examine in what ways corporates 
can commit to the strategic public diplomacy. 
Jacquie E’tang argues that diplomacy is part of an 
organization’s strategic public relations and skills of 
diplomacy are important to an effective PR. By 
looking at the nature of corporates, the existence of 
corporates in this world is delivered through PR 
activities. The ‘Excellence Theory’ provides an 
empirical framework to study public relation 
activities.13 By examining the direction (one-way vs. 
two-way), purpose (asymmetrical vs. symmetrical), 
channel (interpersonal vs. mediated), and ethics- 
this framework brought a new measurement for 
public relations activities. There have been 
significant differences in the PR activities done by 
MNEs as well. They take this notion and companies 

                                   
11 Leonard, Mark, Catherine Stead, and Conrad Smewing. 
Public Diplomacy. London: UK: Foreign Policy Centre, 
2002. 
12 Ordeix-Rigo, Enric, and João Duarte. "From Public 
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Behavioral Scientist 53 (4):549-564, 2009. 
13 Grunig, L. A., Grunig, J. E., & Dozier, D. M. 
“Excellent public relations and effective organizations: A 
study of communication management in three countries.” 
Mahwah, NJ: Lawrence Erlbaum Associates, Inc., 2002. 

have taken more value-based PR, which includes 
CSR activities and branding of the company.14 In 
Zaharna’s argument, strategic stakeholder 
engagement should include long-term participation 
with the public and the organization to be engaged 
in value sharing.15 E’tang is a strong supporter of 
the correlation of activities and elements of public 
relations and diplomacy. Compared to other non-
state actors, MNEs show the most correlation to 
perform a ‘strategic stakeholder engagement’ with 
the public. She also emphasizes current era of 
globalization and sees that globalization has 
significant political and cultural effects to MNEs, 
raising major PR issues and CSR challenges. As we 
see in the case of global multinational corporations, 
many companies began to engage in corporate 
social responsibility programs and actively involved 
in sustainability as of the 21st century. The latter 
part of the paper will look at specifically the South 
Korean corporates and their ‘strategic stakeholder 
engagement’ in Korean public diplomacy.  
 
Case Study 
This part of the paper will analyze the Korean 
public diplomacy programs. Official Korean public 
diplomacy began after its official launch in 2010. 
Korean public diplomacy was incorporated as one 
of the three diplomacies: along with political 
diplomacy and economic diplomacy- the “hard 
powers”. The objectives for Korean public 
diplomacy became “to win the hearts and minds of 
people”, and the government has focused mainly on 
cultural diplomacy to support public diplomacy 
agenda. More specifically, Korean public diplomacy 
has focused on the elements of cultural diplomacy 
to initially promote Korean soft power to influence 
the public. Some of the strong elements of Korean 
soft power as described by Ambassador Ma Young-
Sam are its model for developing, major global 
companies, hallyu, sports capabilities, Korean 
language, clothing, and cutting edge IT (information 
technology). His article, published by the Asan 
Institute for Policy Studies, has argued that with 
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such abundant resources of Korean soft power, 
private individuals, corporations, NGOs, and media 
should perform much of the activities. This goes in 
line with many arguments from authors that see the 
importance of collaboration of the government with 
non-state actors in the public diplomacy agenda. A 
research done by the Ministry of Foreign Affairs 
along with Yonsei University has examined 
meticulously the current status of Korean public 
diplomacy analyzing the roles of each stakeholders 
of Korean public diplomacy and concluding with a 
suggestion for a control tower of public diplomacy. 
Both article by Ma and the MOFA state the 
importance of the roles of non-state actors in public 
diplomacy. For the interest of this paper, the role of 
MNEs in Korean public diplomacy should be tested.  
 
Korean corporates in public diplomacy 
Korean major companies such as Samsung, LG, 
Hyundai, SK, and POSCO have become global 
players in business world today. Hyundai and Kia 
cars are sold all over the world, and Samsung’s 
smartphones have become a rival product for 
Apple’s iPhone. Theoretically speaking, the field of 
public diplomacy has already acknowledged the 
important roles of corporations in promoting 
country’s brand and image across the world. 
According to both the article by the Asan Institute 
for Policy Studies, and by the Ministry of Foreign 
Affairs, major corporate public diplomacy programs 
are through various CSR programs. Companies such 
as Samsung, Hyundai Motors, POSCO, and LG 
have participated in humanitarian activities in 
different countries. Many of these companies have 
participated in a collaborative program with NGOs. 
POSCO have collaborated with HABITAT Korea, 
and LG have cooperated with Good Neighbours 
Volunteer group.  
Corporate social activities of Korean companies 
began in early 2000s as companies started realize 
that that they are important members of the society, 
and to be a member, they need to seek more than 
just profit. Ordeix-Rigo and Duarte have asserted 
the fact that modern transnational corporations seek 
ways to enhance their active participation and 
presence in the society by adding new dimensions to 
their “traditional perceived role or generating wealth, 
employment, and quality products or services”. In 

Korea, transnational corporations such as mentioned 
above have actively spent time and money on 
corporate social responsibility activities.16 This 
paper will look deep into three main companies that 
highlighted their activities in corporate diplomacy - 
Hyundai, POSCO, and LG.  
 
Hyundai  
Hyundai Motors initiated the CSR programs since 
2005. In 2008, they created ‘Happy Move Youth 
Volunteer’ CSR program where they collaborated 
with young university students. In 2008, they began 
with the objective to promote Korea’s citizenship in 
the world cooperating with the country’s future 
leaders in countries such as China, India, Turkey, 
Thailand and Hungary. Over the course of 16 years, 
the list of recipient countries expanded to Brazil, 
Egypt, Ghana, Malaysia, and Indonesia- but the 
main targeted countries remained to China and India. 
Although they had many different CSR programs 
domestic and internationally, the ‘Happy Move 
Youth Volunteer’ program existed to not only 
benefit the global society, but to help Korean 
students to gain international humanitarian 
volunteer experience. Through this program, 
Hyundai seeks to increase their network with the 
possible youth future employees. Their activities 
were diverse including cuisine programs, cultural 
programs, environment programs, etc. Most of the 
locations that the youth volunteers went to volunteer 
were Hyundai-related sites. But other than that, 
Hyundai Group is participating diverse activities 
other than CSR such as SAFE transportation safety 
Campaign and Scholarship donations in China, and 
Youtube Orchestra sponsorship in Australia.17 
 
POSCO 
POSCO has been actively involved with CSR 
activities related to domestic education and youth 
sponsorship. Since 2007, POSCO created the first 
volunteer group collaborating with university 
students and carried out first international 
humanitarian volunteer programs. This company’s 
                                   
16 Official Website of Ministry of Foreign Affairs of 
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focus has been Local Community, Future 
Generation, Green Planet, Diverse Society, and 
Cultural Heritage. Each focus area consists of 
domestic program and international program. For 
example, for the Local Community sector, POSCO 
not only supports the domestic community, but also 
the international community. In 2003, POSCO 
Volunteer group have initiated Global Volunteer 
Week that plans for a specific volunteer program for 
countries that POSCO has expanded to. This 
program has specialized themes such as 
environment, child education, health to suit each 
need of the community. Moreover, POSCO’s Local 
Community project extends to emergency aid in the 
cases of natural disasters. Starting in 2006 
earthquake in Indonesia, they have supported 
domestic and international communities in times of 
flood, typhoon, earthquake, etc. POSCO also 
collaborates with other organizations such as 
HABITAT Korea in building houses for the needs 
especially in developing countries. Last but not least, 
POSCO has joined the United Nations Global 
Compact in 2012 ensuring the policies and 
regulations compatible with global standards. 
Responsible management is not necessarily in line 
with public diplomacy agenda, but through their 
roles as active members to responsible management, 
POSCO makes its presence as a member of 
society.18  
 
LG Electronics  
LG has a long history and has diverse foundations 
that are base to the CSR activities. Their objectives 
are focused to benefit the society and the 
environment through ethical programs, and youth-
related programs. Because LG has different 
subsidiaries in many diverse sectors, each 
subsidiary has its own program to make its presence 
as a member of the society. Most companies focus 
on programs that are highly correlated to their 
communities- domestic and international. To have a 
closer look, this paper will look at LG Electronics 
for their CSR activities and examine public 
diplomacy activities.  

                                   
18 Official Website of POSCO. Accessed May 23, 2016.  
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The goal of CSR activities of LG Electronics is to 
support the UN MDGs specifically in the areas of 
health, environment and poverty. For the year of 
2014, LG Electronics have spent most of their CSR 
budget on environment. Their programs were more 
focused in foreign communities rather than Korean 
communities. Some of the highlights from 2014 
activities were LG Hope Village in Ethiopia. LG 
has also cooperated with the NGO ‘Good Neighbors’ 
in creating synergy with volunteer programs.19 
  
Findings of Korean corporate diplomacy  
The analysis of three companies is an example of 
Korean companies’ public diplomacy activities and 
their CSR activities. This paper has found that the 
public diplomacy activities by the Korean MNEs 
were actually their CSR activities. Surprisingly 
many of these programs had common elements. 
First, the target audience was all developing 
countries. Second, the foreign public was the 
country where these companies had their 
subsidiaries. Third, specific topics were limited to 
environment, health, and youth. Lastly, their 
volunteer programs included cooperating young 
students. There is nothing wrong with the major 
companies participating in these humanitarian 
activities. However, it could be argued that their 
programs are merely CSR programs, not completely 
in line with government’s public diplomacy agenda. 
However, at the same time it is quite difficult to 
argue that these programs are not in line with 
Korea’s public diplomacy policies. The fact is that 
Korean public diplomacy agenda is not yet all clear, 
as there is no control tower for public diplomacy, 
and many of the public diplomacy agenda are in line 
with cultural diplomacy. However, it is quite 
striking that none of the programs by the companies 
include any agenda related to the government’s 
public diplomacy policy. This raises the big silo of 
agenda and implementation issue that the Korean 
public diplomacy is facing.  
The first challenge raised should be the target 
audience of corporate diplomacy. Korean 
transnational corporates are big conglomerates 
expanded to different parts of the world, 
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cooperating and communicating with the foreign 
public. Their marketing and public relations skills 
have been well acknowledged by the foreign public, 
and many people around the world recognize brands 
such as Samsung, Hyundai, and LG. The target 
customers for their products may differ from ages, 
to gender, countries, etc.- but all of these countries 
have the ability to effectively deliver the messages 
to promote their brands. In the case of their 
corporate diplomacy activities, the targeted 
audience clearly is not in line with the public 
diplomacy audience. As mentioned from the 
beginning part of this article, the objective of the 
Korean government is to “win the hearts and minds 
of people”. To do this, they have focused on 
targeted audiences specifically for cultural 
diplomacy. Although there is no clear evidence of 
the Korean government declaring that the target 
audience for foreign public, seeing that Korea’s 
abundant resources are in culture, as mentioned by 
Ma, the MNE’s target audience does not match the 
public diplomacy audience.  
Secondly, it seems a bit problematic that all the 
MNEs are engaging in the same kind of activities. 
They are either humanitarian activities in 
environment, scholarship, or volunteer programs. 
Each corporate has its own expertise and strengths, 
but it seemed like they are all engaging in same kind 
of CSR activities. Their sectors may be different, 
but their target public, youth volunteers all align in 
the same kind of activities. It creates an overlapping 
of agenda and programs. Their activities become 
less effective. These facts must be considered when 
corporates are implementing CSR activities. As 
public diplomacy perspective, it does not create a 
positive way to influence the foreign public that is 
in line with the targeted public by the government. 
Although Zaharna and L’etang are that CSR 
activities are part of ‘strategic stakeholder 
engagement’, if all corporates are engaging in the 
same kind of activities, it does not seem effective in 
the long-run, because they are only targeting one 
type of foreign public.  
 
Suggestions for Korea: extension of corporates’ 
roles in public diplomacy 
Surely, when it comes to the challenges and 
limitations of Korean public diplomacy, there are 

many issues to raise. The fact that these challenges 
exist could be explained in many reasons, but the 
fact that there is no control tower for public 
diplomacy, and no specific guideline to the public 
diplomacy agenda creates confusion for both the 
control tower and the practitioners. According to the 
challenges of Korean public diplomacy raised by 
the MOFA and Yonsei, the government and the 
stakeholders realize the “overlapping-ness” of 
agendas and too much dependency on cultural 
contents. By using the argument of Ordeix and 
Duarte, this part of the paper will like to suggest 
that corporates need to take a more active role in 
public diplomacy. Authors argue that corporates 
have the initiative and the resources needed for 
public diplomacy. They should not only be part of 
practicing public diplomacy, but should be part of 
agenda setting.20 This creates more legitimacy, 
accountability, and increases representation for both 
states and the actors- in this case corporates. Ordeix 
and Duarte suggests in using the power and 
legitimacy that corporates hold. For example, 
corporate diplomacy is a way to strengthen the 
network of stakeholder relationships for a company 
and thus a valid stakeholder management strategy 
for the state as well.  
Moreover, Korean government should not limit the 
public diplomacy activities of MNEs to only CSR. 
As a matter of fact, many other companies are 
involved in public diplomacy agenda. For example, 
as in one of the pillars of public diplomacy, Korea 
aims to promote culture, food, and sports. There are 
many small, medium, and big enterprises that work 
to create contents to promote these elements. They 
can be part of public diplomacy process. More 
collaborative cooperation is needed with these 
stakeholders. Also in many cases, corporations have 
a list of what the foreign market, or public wants or 
needs. They are more up-to-date on technology and 
trends- public diplomacy can definitely make use of 
this. Although the roots of the public diplomacy 
agenda may not change, the more effective way to 
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deliver these communication tools can be achieved 
with corporations.  
One last example that should be mentioned is the 
use of private corporates by the ‘130 years of 
Friendship between France and Korea’.21 Since mid-
2015, both countries have been engaging in 
promoting the relations between themselves through 
diverse collaboration in endless sectors - sports, 
music, art, literature, academia, scholarship, etc. 
This well-planned public diplomacy project was 
allocated well with private sector as well. Although 
some parts may seem too much as propaganda, as 
Leonard, Stead, Smewing would mention (2002), at 
times it could be seen as a government scheme to 
get money from companies, rather than a strategic 
use of their assets to improve their market position 
and the national brand. In this case, there has been 
significant feedback (on the French side) how 
aggressive these advertisements and announcements 
seemed. However, in terms of delivery, the strategic 
stakeholders were able to pull out a public that later 
participated in these events and were able to engage. 
According to Zaharna’s definition, this event needs 
to be a long-term event. But if the Korean 
government can manage to host these types of 
cultural events celebrating friendships with other 
countries, it can become a ‘strategic stakeholder 
engagement’. It can also bring interest and benefits 
for the corporates as well. In the end, corporates are 
profit-oriented organizations.  
 
Conclusion  
This paper has touched upon a new field of public 
diplomacy- corporate diplomacy. Rather than 
providing a simple terminology of corporate 
diplomacy and the role of corporates in public 
diplomacy- this paper has argued that the branding 
abilities of corporates and their ‘strategic 
stakeholder engagement’ abilities as a strength to 
public diplomacy. A thorough analysis of Korean 
public diplomacy and the roles of MNEs in public 
diplomacy as found out that the so-claimed 
corporate diplomacy by the Korean Ministry of 
Foreign Affairs is limited to Corporate Social 

                                   
21 Website of 130 years of Friendship of France and 
Korea. Accessed May 23, 2016. 
http://anneefrancecoree.com/. 

Responsibility activities only. This paper has 
suggested in a more active role of corporates in 
public diplomacy, by giving a case of ‘130 years of 
Friendship between France and Korea’ as a case. 
Needless to say, corporations have become 
important members of today’s globalized society, 
and they seek for activities to maintain symbiotic 
relationship with key stakeholders.22 Many 
transnational corporations are drifting from their 
narrow mission of producing a product or service 
with the aim of meeting clients’ needs or to get 
profit. We have already seen this with corporates’ 
active engagement in CSR activities. Corporations 
need the legitimacy of governments’ and to be 
associated with them in order to show that they are 
accountable. The government should make most of 
these needs and utilize the expertise that corporates 
have in power branding and their ability for 
‘strategic stakeholder engagement’. 
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A STUDY ON THE IMPLICATIONS OF THE RENEGOTIATION OF THE SERVICE AND 
INVESTMENT CHAPTERS OF THE KOREA-CHINA FTA THROUGH A CASE ANALYSIS OF 

THE FINANCIAL SERVICES CHAPTER OF THE KOREA-US FTA 
Min Gyu Kang 

 
 
China’s recent retaliation to the deployment of the Terminal High Altitude Area Defense system (THAAD) in 
the Korean peninsula has keenly targeted the Korean service sector. Problematically, however, the profundity 
of the service sector provisions of the Korea-China Free Trade Agreement (FTA) is neither deep nor intricate. 
The Korean government is aware of such vulnerability. However, China is yet considerably conservative in 
regards to the liberalization of its financial service market as demonstrated in their consistent implementation 
of a positive list approach mechanism to the Financial Service Chapter in all of its previous FTAs. On the 
other hand, the Korea-US FTA is comparatively liberal in terms of market access due to its negative list 
approach mechanism, which renders it a suitable framework for appropriation of certain provisions in its 
renegotiation of the Korea-China FTA Service Sector Chapter. In particular, there are five key provisions 
under the Financial Services Chapter of the Korea-US FTA that ought to be borrowed in the adoption of the 
Korea-China FTA. This paper analyzes the legitimacy and reasoning of why Korea and China should utilize 
the following provisions as a template for its renegotiations of Financial Services sector of the Korea-China 
FTA.  
 
 
Min Gyu Kang is a Master’s student at the Seoul National University Graduate School of International 
Studies, majoring in International Commerce. He received his BBA degree in Finance at George Washington 
University. His area of interest is international trade policy and law, especially in GATS and financial 
services. 
 

Introduction 
The Korea-China FTA was ratified in December 
2015. During tariff negotiations, the sensitivity of 
the Korean domestic agricultural sector resulted in a 
conservative deal, which in turn caused discomfort 
and discontent in other domestic industries due to 
the long-term period of eliminating tariffs on 
flagship products. In reality, additional tariff 
reductions have proven to be extremely unprofitable 
in the Korean economy because its manufactured 
goods are rapidly losing its competitiveness 
compared to Chinese goods in recent years. 
At the inception of the Korea-China FTA, both 
countries had agreed that they would renegotiate the 
Service and Investment sectors two years after its 
establishment, and had pre-consented that during its 
renegotiation stage it would transition from positive 
list to negative list approach. From a mid- to long-
term viewpoint, the challenge for the Korean 
economy is to increase the competitiveness of the 

service industry in order to promote domestic 
companies’ entry into the Chinese service market.  
A prominent issue of the renegotiation is the 
Financial Services Chapter, which is separately 
addressed as an independent Chapter due to its 
complex nature. In previous agreements, China had 
not agreed to such partition in chapters. Therefore, 
the existence of a separate Financial Service 
Chapter in the Korea-China FTA is an 
unprecedented action by China, which suggests its 
positive stance in this particular agreement. 
However, China continues to be conservative in 
regards to fully opening its financial service market, 
and has never implemented a negative list approach 
to the Financial Services Chapter in any of its 
previous FTAs. 
This study mainly analyzes the legitimacy and 
reasoning of why Korea and China should utilize 
the Financial Services [Chapter 13] of the Korea-US 
FTA (hereafter KORUS FTA), which was 
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constructed in a negative list approach and has been 
widely reputed as a sophisticated deal. The 
Financial Services sector of KORUS FTA raised the 
level of market access by adopting the North 
American Free Trade Agreement (hereafter 
NAFTA)’s scheme, which was the first negative list 
approach type of market opening, to Korea's 
financial services sector.1 
 
Coverage and Disciplines of the GATS (Positive 
List Approach) and the NAFTA Model (Negative 
List Approach) 
There are two types of Services schemes: The 
General Agreement on Trade in Services (hereafter 
GATS) model and the NAFTA model. 
Fundamentally, the GATS model is the positive list 
approach mechanism and the NAFTA model is the 
negative list approach mechanism. Each scheme has 
different aspects of which services are provided and 
liberalized. Depending on which scheme is adopted, 
the degree of the agreement’s overall openness 
varies – rendering its selection a defining crossroad. 
The GATS scheme distinguishes four different 
modes of supplying services such as ‘Cross-Border 
Supply’ (Mode 1), ‘Consumption Abroad’ (Mode 
2), ‘Commercial Presence’ (Mode 3), and ‘Presence 
of Natural Persons’ (Mode 4). The liberalization of 
market access of the GATS model enumerates areas 
to be opened as concessions, including regulations if 
there are any restrictions on market openings to 
related fields. On the other hand, the modes of 
supplying services of the NAFTA model are divided 
into ‘Cross-Border Trade in Services’ and 
‘Investment’. The premise of liberalization of 
market access of the NAFTA model is that all 
services are considered open, unless any restrictions 
are listed on either a non-conforming measure or 
Annex. Thus, higher levels of market access are 
possible under the negative list approach 
mechanism of the NAFTA model.2 
China has maintained a positive list approach 
mechanism in all of its existing FTAs. However, 
both Korea and China agreed that they will modify 
                                   
1 Trachtman, Joel P. “Trade in Financial Services under 
GATS, NAFTA and the EC: A Regulatory Jurisdiction 
Analysis.” Columbia Journal of Transnational Law, 
1995. 
2 Ibid 

the existing positive list approach to a negative list 
approach when they renegotiate the Financial 
Services Chapter. This is a remarkable fact since 
China has not even modified the negative list 
approach method on the China-Hong Kong 
Comprehensive Economic Partnership Agreement 
(CEPA), which is regarded as the highest level of 
market access of existing negotiations completed by 
China.3 In contrast, Korea utilized both positive and 
negative list approaches on previous FTAs. In the 
case of Korea-Singapore FTA and Korea-Chile 
FTA, the agreements adopted the negative list 
approach, except for the Financial Services 
Chapters. 
 
[Table 1] Positive and Negative List Approach of 

Previous FTAs by Korea and China 

Source: Yeo Jina, Park Min-Suk (2012), with 
revisions by the author. 

3 Yeo Jina, Park Min-Suk. “A Study on the Strategy of 
Korea-China FTA Negotiation Strategy through the 
Analysis of the CEPA Services in China and Hong 
Kong.” Korea Institute for International Economic 
Policy, 2012. 
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The Financial Services Chapter of the KORUS 
FTA 
The KORUS FTA offers a high-level of the 
liberalization of market access compared to any 
existing FTA agreements done by Korea. However, 
it is important to note that the standard of an 
advanced agreement is not only its expansionary 
pursuits, but also its aptness. Therefore, the 
evaluation of the following provisions is a valuable 
starting point in the formulation of the Korea-China 
FTA renegotiation strategy. 

 
(1) Cross-Border Trade 
‘Cross-Border Trade’ is a type of service transaction 
in which foreign financial institutions could supply 
financial services to domestic financial consumers, 
even if they do not establish branches or 
subsidiaries in Korea. This is mainly applied to a 
NAFTA-type service trade. 
The scope of ‘Cross-Border Trade’ of the Financial 
Services Chapter between Korea and the United 
States is permitted to be released only to ‘Insurance 
and Insurance-Related Services’ and “Banks and 
Other Financial Services” specified in Annex 13-A. 
In the case of the United States, ‘Insurance and 
Insurance-Related Services’ specified under both 
Article 1: (a) and (b) of Annex 13-A were fully 
opened without any conditions. Article 1: (a) and 
(b) of Annex 13-A specify the ‘Insurance and 
Insurance-Related Services’ as (a) insurance of risks 
relating to maritime shipping and commercial 
aviation and space launching and freight (including 
satellites); and (b) reinsurance and retrocession, 
services auxiliary to insurance.4 
On the other hand, Korea permitted Article 1: (a) of 
Annex 13-A under the condition of non-face-to-face 
transaction method. Therefore, international trade-
related insurance products such as maritime, 
aerospace, space insurance and import and export 
shipping insurance are permitted only through the 
Internet or telephone, but not through direct face-to-
face transaction (i.e. presence of natural person).5  

                                   
4 Annex. 13.A KORUS FTA, 2012. 
5 Ibid. 

This is equivalent to Korean domestic regulations, 
known as the Supervision of Insurance Business 
Act. Respectively, Article 1-6:(1) and (2) of the 
following Act state that foreign insurance 
companies can sign insurance contracts with 
residents only via mail, telephone, facsimile 
transmission, or computer communication and that 
foreign insurers may not request or delegate to 
insurance companies, insurance agents, insurance 
agents and insurance brokers located in the 
Republic of Korea to mediate or represent an 
insurance contract. Therefore, the direct face-to-face 
transaction method is not permitted for the 
insurance services specified under the Article 1: (a) 
of the Annex 13-A of KORUS FTA. However, 
through the KORUS FTA, the direct face-to-face 
transaction method through the presence of natural 
persons is permitted for the reinsurance, 
retrocession and services auxiliary to insurance such 
as consultancy, risk assessment, actuarial and claim 
settlement services.  
In terms of the ‘Banks and Other Financial 
Services’ sector, the United States fully opened 
without any conditions. However, Korea opened the 
market access of the corporate restructuring, 
strategic formulation consulting, financial 
information provision, investment advisory and 
portfolio management services of the following 
sector under certain conditions. Specifically, only a 
limited range was permitted regarding credit 
evaluation and credit inquiry services.6 For 
example, the Indirect Investment Asset 
Management Business Act of Korea maintains that 
if the collective investment scheme such as an 
investment trust or investment company registered 
with the Financial Supervisory Commission holds 
bonds issued in the United States, the evaluation of 
those bonds is only possible through domestic bond 
rating agencies. 
 
(2) New Financial Services 
The role of ‘New Financial Services’ sector is as 
crucial as ‘Cross-Border Trade’ sector of the 
Financial Services Chapter of the KORUS FTA. 

6 Shim Young. “Trends in US FTA Financial Services 
and Our Response.” International Transaction Law 
Society, 2006. 
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Article 13.6 [New Financial Services] states that 
each country shall permit a financial institution of 
the foreign country to supply any new forms of 
financial services and sales of financial products not 
sold in the domestic country. Regarding these new 
financial services, Korea could determine the 
institutional and legal form to be supplied, and 
could be refused only for prudential reasons.7 
In addition, new financial services can be provided 
only when permitted under the current domestic law 
without additional legislation or existing law 
amendments, and only if the branch of the foreign 
financial institution is located in the domestic 
country as commercial presence. Therefore, the 
trade of new financial services through ‘Cross-
Border Trade’ of overseas financial institutions that 
do not have the commercial presence in Korea is 
prohibited. 
Unlike the existing domestic financial regulatory 
system based on the positive list approach, the 
‘Capital Market Consolidation Act’ was 
implemented in 2009 to promote the enlargement 
and specialization of financial institutions based on 
the negative list approach. However, the ‘Capital 
Market Consolidation Act’ could pose loopholes 
with the introduction of new financial services in 
Korea.8 
For example, if a foreign financial company that has 
entered the domestic market wishes to supply a new 
financial product that combines banking services 
and capital market services, permission cannot be 
denied by the Korean government in the case that 
the new financial product is in compliance with the 
Capital Market Consolidation Act. In contrast, the 
following new financial services could be 
inconsistent with the preexisted domestic financial 
regulatory system. However, this issue is not due to 
the introduction of the ‘New Financial Services’ of 
the KORUS FTA, but rather arises as a result of the 
amendment of domestic laws, namely the ‘Capital 
Market Consolidation Act’.  
The co-existence in the financial legal system of the 
Capital Market Consolidation Act, based on the 

                                   
7 Art. 13.6 KORUS FTA, 2012. 
8 Choi Nak-kyun, Lee Hong-Sik “Sectoral Evaluation and 
Policy Tasks of Korea-US FTA. Negotiations.” Korea 
Institute for International Economic Policy, 2007. 

negative list approach, and the preexisting domestic 
financial regulatory system, under the positive list 
approach, has created a loophole in the protection of 
the domestic market.9 On the contrary, the 
discipline of ‘New Financial Services’ of the 
KORUS FTA, such as denial due to prudential 
reasons, could be reinterpreted as a safeguard 
against the excessive supply of new financial 
services. In fact, there were no such disputes that 
arose in terms of the application of new financial 
services.  
Among the provisions of the Financial Services 
Chapter of the KORUS FTA, there are other rules to 
be highlighted besides ‘Cross-Border Trade’ and 
‘New Financial Services’ such as a ‘Short-term 
Financial Safeguard’, ‘Foreign Transfer of Financial 
Information and Consumer Protection’, and 
‘Investment Dispute Settlement System’ in financial 
services. 
 
(3) Short-term Financial Safeguard 
In the aftermath of a financial crisis such as the 
subprime mortgage crisis in 2007, which led to the 
global financial crisis in 2008, short-term financial 
safeguard system could act as a buffer to control 
excessive foreign exchange flows by temporarily 
banning the inflow and outflow transmission of 
funds. The short-term safeguard system is valid for 
one year and may be extended with prior agreement 
with the partner country if necessary. This is a 
necessary system for Korea, which is significantly 
affected by the flow of the United States’ economy 
both internally and externally. 
 
(4) Foreign Transfer of Financial Information and 
Consumer Protection 
In addition to the movement of financial products 
and capital after the enactment of the KORUS FTA, 
another important factor was the transfer of 
financial information abroad. In accordance with the 
KORUS FTA, starting from March 2014, the US-
based banks, securities and insurance companies 
operating in Korea could outsource financial 

9 Ibid. 
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information on Korean customers to developing 
countries like India, where wages are cheaper than 
in the United States.10  
Many US financial firms operate basic services such 
as call centers in third countries because of low 
wages. The ‘transfer of financial information’ 
provision of the KORUS FTA, however, prohibits 
the resale and reuse of consigned sensitive 
information, and it also stipulates that the storage of 
financial information such as data centers cannot be 
transferred abroad. This is to ensure the authority of 
Korean financial authorities to protect the private 
information of Korean consumers and to access the 
records of the consigned financial institutions. 
Government-level regulation on the trans-border 
data flow is a prerequisite for development rather 
than a barrier to free trade.11 This is because the 
market could be smoother when consumers realize 
that their personal information is being protected 
under certain standards and disciplines that act as a 
buffer. 
However, the corresponding governmental 
protection policy is not clear in the case of illicit 
personal financial data outflows from developing 
countries where the protection and technology of 
financial information are outdated. This issue may 
also lead to serious international conflict and 
friction.  
  
(5) Investment Dispute Settlement System 
Such disputes and conflicts arising from financial 
services could possibly arise in various contexts. In 
the case of any dispute arising out of financial 
services provided by Korea and the United States, 
the requested party, either Korea or the United 
States, shall submit a joint decision request to the 
Financial Services Committee within 120 days. The 
arbitral tribunal has indicated that it will proceed 
with arbitration ten days after the expiry of the 60-
day period granted to the Committee.12 Also, if the 
arbitral tribunal is created, the requested party shall 
promptly file a copy of the request to the arbitral 
tribunal as soon as possible. This is a clearer dispute 

                                   
10 Kim, Eun-Mi “A Study on the Financial Service Sector 
of Korea-US FTA: Focusing on TBDF of Financial 
Information.” Journal of the Korea Customs Service, Vol. 
14, No. 2, 2013. 

settlement procedure than the ‘Prior Consultation 
for Investment Disputes in Financial Services’ 
provision of the Korea-China FTA. 
 
Issues and Implications of the Financial Services 
Chapter of the Korea-China FTA 
Both Korea and China have agreed on multiple 
general obligations. The profundity of the 
agreement itself, however, is not deep enough since 
the following provisions were created while 
considering the renegotiations of the Service sector 
in mind. Fortunately, neither Korea nor China raised 
any dispute regarding financial services, but 
nonetheless the possibility of loopholes caused by 
the structural vulnerability of the agreement 
certainly exist. 
Regarding the financial services investment dispute 
resolution system in financial services, ‘Prior 
Consultation for Investment Disputes in Financial 
Services’ sector of the Korea-China FTA has only a 
paragraph that states both parties shall consult ‘in 
good faith’ to make a binding decision to the 
arbitral tribunal within 180 days after a claim is 
filed.13 However, the statement itself is perceptibly 
vague and there are no further instructions. On the 
other hand, the counterpart statements and measures 
of the KORUS FTA are more concrete and 
practical.  
If the financial market is widened in the 
renegotiating the Financial Services Chapter, 
investment in financial services and related disputes 
may also gradually increase, given the 
characteristics of the two countries being regionally 
proximate Therefore, the investment dispute 
settlement system should be conducted more 
systematically in accordance with that of the 
KORUS FTA. 
In addition, the ‘Treatment of Certain Information’ 
sector of the Korea-China FTA states that none of 
the Financial Services Chapters requires both 
countries to disclose any personal information of 
individual consumers.14 Thus, the Korea-China FTA 
do not consider the foreign transfer of financial 

11 Ibid. 
12 Art. 13.19 KORUS FTA. 
13 Art. 9.13 Korea-China FTA. 
14 Art. 9.4 Korea-China FTA. 
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information as the financial services. However, 
illegal leakage of personal financial information and 
financial fraud have already caused serious 
problems between Korea and China.  
On the other hand, the KORUS FTA treats foreign 
data flow of individual consumers’ financial 
information as part of the financial services, but did 
not cause any issues. Therefore, considering the 
frequent illegal leakage of personal financial 
information from Korea to China, constructing 
regulations that ensure sufficiently secure 
institutional safety as the KORUS FTA is required. 
In particular, the storage of financial information 
such as data centers should not be transferred 
abroad. Also, the inspection authority of the 
domestic financial supervisory authorities is 
required on the possibility of leakage of illegal 
domestic consumers’ personal and financial 
information in either China or third countries.  
Since the scope of information protection and 
information disclosure systems differ from one 
country to another, it is necessary to erect laws that 
ensure the evaluation of the level of information 
protection of other countries in advanced, such as 
the United Kingdom’s ‘Data Protection Act,’ which 
assesses and evaluates the level of information 
protection of other countries.15  
Moreover, there are no ‘Cross-Border Trade’ 
provisions since the current Financial Services 
Chapter of the Korea-China FTA was formed under 
the positive list approach method. The excessive 
introduction of the Cross-Border Trade transactions 
through the switch from positive to negative list 
approach may stimulate domestic financial firms to 
enter into the Chinese financial market. On the other 
hand, there is a concern that massive Chinese 
financial institutions may also be able to overtake 
the domestic financial market.16 Thus, the 
provisions of the Cross-Border Trade should be in 
accordance with that of the KORUS FTA as well as 
the degree of global competitiveness of China's 

                                   
15 Lee Jung-hoon, Park Seok-hoon, Lim Jong-In. “A 
Study on the Policy Direction for the Transfer of 
Financial Information through the FTA”, Journal of 
Information Security Vol.21 (3), 117-130, 2011. 
16 Lee Ki-Pyung, Im Mok-Sam, Lee Ju-Youn and 8 
others. “Analysis and Research on Legal Issues in Korea-

financial companies in each financial services sector 
should be analyzed in advance. 
The Korea-China FTA also does not contain the 
‘New Financial Services’ provisions. If the 
following provisions are to be implemented into the 
Korea-China FTA, the supply of new financial 
services should be limited to ‘commercial presence’ 
through domestic branches in accordance with the 
KORUS FTA. This is to prevent a case where the 
form of providing new financial services is 
expanded to the method of trade in financial 
services via the Internet.  
Korea should not underestimate China’s potential to 
erode the domestic financial market through a much 
more advanced field like financial technology (Fin-
Tech), which utilizes internet banking and mobile 
payment systems. Therefore, it is crucial to 
vigilantly designate the tolerance of ‘New Financial 
Services’ and ‘Cross-Border Transactions’ 
provisions that can provide financial services to 
domestic financial consumers without establishing 
domestic branches.  
The higher level of liberalization of market access 
through the renegotiation could strengthen 
competition between Korean and Chinese financial 
institutions and could increase the welfare of 
consumers in both countries.  
However, it is also required to further develop the 
existing domestic legal system since it is inevitable 
that the conversion of the conventional positive list 
approach system to the negative list approach will 
take place. For example, short-term regulations on 
possible new financial services that combine 
banking services and capital market services are 
required since the current domestic financial legal 
system has both a positive and negative list 
approach system. In order to prevent such problems, 
it is necessary to gradually revise the domestic 
financial legal system in a comprehensive manner.17 
 
 
 

China FTA Sector.” Korea Legislation Research Institute, 
2015. 
17 Choi Nak-kyun, Lee Hong-Sik. “Sectoral Evaluation 
and Policy Tasks of Korea-US FTA Negotiations.” Korea 
Institute for International Economic Policy, 2007. 
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Conclusion 
China has progressively enhanced its 
competitiveness in the international financial market 
in recent years through its inclusion in the Special 
Drawing Rights of the International Monetary Fund 
(IMF), which has strengthened the yuan, and 
through its initiative in the establishment of the 
Asian Infrastructure Investment Bank (AIIB). Under 
the following circumstances, the renegotiation of 
the Financial Services Chapter of Korea-China FTA 
could be utilized by the Korean financial institutions 
as a stepping-stone into the Chinese financial 
market. On the other hand, the expected financial 
capital inflow into the Korean market from China 
during the post-transition from positive to negative 
list approach renders the need for additional 
deregulation and reorganization of domestic judicial 
systems probable. 
Under the expectation and understanding of future 
renegotiations, the Financial Service Chapter of 
Korea-China FTA was initially contracted in a 
relatively light-hearted manner. Thereby, allowing 
the agreement to include ambiguities in terminology 
and shallowness in intent. Thus, the renegotiation of 
the Chapter to achieve a more detailed-oriented 
agreement as that of the KORUS FTA is imperative. 
Implementing and adopting key financial services 
provisions from the KORUS FTA template such as 
‘Cross-Border Trade’, ‘New Financial Services’, 
‘Financial Safeguard’, ‘Foreign Transfer of 
Financial Information and Consumer Protection’, 
and ‘Investment Dispute Settlement System’ to 
Korea-China Financial Services Chapter could 
revitalize the financial markets in both countries. 
However, since China is still conservative and 
reluctant to entirely open its financial service 
market, how much further China is willing to 
liberalize its financial market through the 
renegotiation is still unpredictable and uncertain. 
Nevertheless, China placed the financial service 
sector in a separate chapter for the first time with 
South Korea, and already agreed to convert the 
existing positive list approach to the negative list 
approach during the renegotiation of the service 
sector. These unprecedented decisions suggest that 
China optimistically considers the expansion of 
financial service exchanges with Korea. In 

conclusion, Korea should refer to the Financial 
Services Chapter of the KORUS FTA while 
renegotiating with China to enhance its opportunity 
to stimulate the domestic financial market through 
favorable competition as well as to contribute to the 
amelioration of welfare for domestic consumers. 
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This paper uses theories of the public diplomacy – international development nexus to analyse how South 
Korea uses international development aid as a tool of its public diplomacy. As an OECD-DAC member, it has 
rapidly increased the outreach of its development aid to many developing countries, which often regard South 
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First, through projects, such as Korea Aid, South Korea uses development aid as a facet within which it 
enacts its public diplomacy initiatives. Second, as South Korea is a recent graduate to the OECD-DAC club, 
its experience of South-South cooperation allows it to act as a bridge-maker, and rule-maker, between 
different paradigms of development within the global development community. 
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Introduction 
While the international development scene has seen 
many changes in the last decade, mainly due to the 
differing development practices of emerging donors 
that are challenging the paradigms of traditional 
OECD-DAC donors, many governments and non-
state actors are using development policy as a 
location to enact public diplomacy initiatives. As the 
relationship between public diplomacy and 
international development has not been subject to 
much study, this paper aims to contribute to filling 
this gap in academia. 
While one may argue that the link between public 
diplomacy and development is too abstract and 
vague to form a basis for academic research, the 
very parameters of what can be considered as public 
diplomacy, or what it can be linked to, are often 
rather fluid and vague as well. This is evident in 
how PD practitioners and scholars have not agreed 
on any uniform or concerted definition of public 
diplomacy, as they vary widely. Nevertheless, the 
fact that the “USC Center on Public Diplomacy has 
made International Development a priority area in 
their work” seems to confirm that the PD – 
development nexus is a worthwhile topic of 
research. Reflecting the growing importance of the 

development – public diplomacy nexus.1 R.S. 
Zaharna also notes, “the migration of language from 
development projects into public diplomacy is 
perhaps a reflection of the growing trend to 
highlight development assistance as a part of a 
country’s public diplomacy”.2  
In discussing the role of development aid, and how 
it can be linked to public diplomacy, James 
Pamment discusses the many changes in the 
development industry, and makes an example of 
how significant the Millennium Development Goals 
were in seeing the whole global development 
community come together for the first time. He 
notes that while the new discourse has led 
“international development actors to think in terms 
of “partnerships” and “participation,” PD has also 
shifted its debates toward “dialogue,” 
“engagement,” and “collaboration”.3 

																																																													
1 James Pamment, “Intersections Between Public 
Diplomacy & International Development: Case Studies in 
Converging Fields,” (2016), pg. 9 
2 R. S. Zaharna, “The Public Diplomacy Challenges of 
Strategic Stakeholder Engagement,” In Trials of 
Engagement” The Future of U.S. Public Diplomacy 6 
(2010), pg. 207 
3 Pamment, pg.7	
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This shift has led to medium powers, such as South 
Korea and Canada, to employ Official Development 
Aid (ODA) as a part of their public diplomacy 
initiatives. Pamment asserts that the emergence of 
“non-traditional soft power and aid actors” from 
emerging economies, such as the BRICS and 
MINTS countries, has led to an increased use of 
“public diplomacy targeted international 
development funding to support their political and 
economic objectives”.4 
The aim of this paper is to analyse how international 
development aid is being used as a tool of public 
diplomacy by South Korea, a country that was still 
quite recently a recipient of aid, but graduated to 
become a fully-fledged member of the OECD-DAC 
club in 2010. South Korea’s experience of rapid 
development, often dubbed as the ‘miracle of the 
Han River’, makes for an interesting case study, as 
its geopolitical location, history, and size, may allow 
for it to become a sort of bridge between the 
traditional donors from the global North, and the 
emerging donors from the global South. Moreover, 
South Korea can serve as a bridge between the 
developed and developing countries in general.  
South Korea is often viewed as a middle power, like 
Canada or Australia, that has increasingly been 
entering the field of development, where it has used 
innovative methods to foster development 
cooperation in ways that promote a positive image 
of itself to recipient nations and other foreign 
audiences. The paper asserts that South Korea may 
be at an advantageous position to use its experience 
with aid as a form ‘niche diplomacy’. 
In an International Conference held in 2010 by the 
Jeju Peace Institute, Korea Foundation and the US 
Embassy in Seoul, a representative of Korea's 
Ministry of Foreign Affairs and Trade, Kim Dong-
gi, gave a speech on the “context, current status and 
challenges” of the Korean government’s public 
diplomacy initiative.5 He iterated that while 
traditional diplomacy still has an important role, 
new areas of diplomacy, which utilise “soft power 
assets such as culture, values, knowledge and 
national brand images”, are increasing in 
																																																													
4 Ibid, pg. 8 
5 Dong-gi Kim, “Korean Government’s Public 
Diplomacy Initiative: Its Context, Current Status, and 
Challenges” (speech, December 2010),  

importance.6 His speech highlighted how various 
non-state actors, from citizens to NGOs, have 
become “prominent in the diplomatic arena due to 
globalization, proliferation of democracy, and the 
advancement of communications technology”, and 
how there is a growing importance in public 
diplomacy that “utilizes soft power assets to 
promote national image and build trust in foreign 
civil societies, citizens, as well as governments”.7  
The notions of public diplomacy engaging non-state 
actors, especially in linkage with globalisation and 
innovations in communication technology, are 
echoed in scholarly literature, while there is a lack 
of a consensus on how to interpret the relationship 
between public diplomacy and soft power. The 
literature seems to sometimes speak of public 
diplomacy and soft power rather interchangeably, 
while it sometimes treats them as distinctly differing 
concepts.  
Nevertheless, Mr Kim’s pragmatic definition of 
public diplomacy sees it as the “diplomatic 
measures to approach foreign citizens directly using 
art, knowledge, media, language and development 
assistance”.8 Thus, public diplomacy encompasses a 
wide array of fields, where the Korean government, 
Korean organisations, and their cooperation, has 
allowed for public diplomacy initiatives to take 
place. This paper focuses on the relationship 
between Korean public diplomacy and its 
development assistance. More precisely, this paper 
asks the question: How does South Korea use 
development as a tool of its public diplomacy? 

Methodology and Theoretical Framework 
This paper is conducted as a qualitative study. The 
theoretical and analytical framework is based on 
theories and concepts that can accommodate the 
nexus of public diplomacy and international 
development studies. The paper uses a wide array of 
academic journals and studies, governmental 
statements, and other news and media sources 
regarding public diplomacy, development, their 
intersection, and the role of South Korea within this 
intersection. Furthermore, an interview is conducted 
with students at the Korean Development Institute. 
																																																													
6 Ibid 
7 Ibid	
8 Ibid 
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This paper is organised in two sections. First, it 
describes the relationship between public diplomacy 
and international development, by looking at 
Zielińska’s theory of development diplomacy, and 
Pamment’s three levels of analysis on the 
intersection between public diplomacy and 
international development.9 Second, the paper 
introduces the case of South Korea’s public 
diplomacy, and its relationship with international 
development. It introduces the concept of niche 
diplomacy, and its relationship with public 
diplomacy and development, as the paper provides 
evidence on how South Korea can be considered a 
middle power democracy, with great potential to 
exploit its niche in development as a tool of its 
public diplomacy. Thereon, with reflections on the 
theories of Zielińska and Pamment, it gives 
empirical evidence of public diplomacy initiatives 
with linkages to international development, by 
introducing projects of the Korean International 
Cooperation Agency (KOICA).10 While KOICA is 
the main case used for analysing the South Korean 
public diplomacy – development nexus, some other 
relevant aspects of the South Korean public 
diplomacy – development relationship is also 
discussed. Finally, concluding remarks are made on 
how South Korea uses development as a tool of 
public diplomacy. 
 
Theories of Public Diplomacy and Its 
Relationship with Development 
The emergence of new donors has altered the 
understanding of aid, or Official Development Aid 
(ODA), as their resource flows to developing 
countries are less clearly defined, and the idea of 
what can be defined as aid is becoming increasingly 
blurred. While definitional issues relating to 
development aid is a debate on its own, the 
definition of public diplomacy, and how it can be 
related to development is also blurry. This is largely 
due to the fact that governments may seek to 
conceal any public diplomacy ambitions in their 

																																																													
9 K. Zielińska, “Development Diplomacy. Development 
Aid as a Part of Public Diplomacy in the Pursuit of 
Foreign Policy Aims: Theoretical and Practical 
Considerations,” Historia I Polityka 16, no. 23 (2016); 
Pamment, (2016) 
10 Ibid	

development policies, as development aid is 
generally regarded an altruistic obligation of richer 
countries, where any sort of self-promotion of a 
donor nation’s own interests could be viewed as 
undignified. 
As public diplomacy leaks over borders into 
different fields of practice and theory, it is very 
difficult to give a thorough and rigid definition of it. 
This is especially evident when comparing the 
varying definitions of academics, or looking at the 
variety of ways in which different governments and 
practitioners frame the concept of public diplomacy. 
To further inspect the relationship between public 
diplomacy and development in South Korea, this 
section will introduce the two theories of Zielińska 
and Pamment, which link PD and development.11 

Zielińska’s Concept of Development Diplomacy 
In dressing development assistance as a tool of 
public diplomacy, Karolina Zielińska defines 
“development diplomacy” as “diplomacy done 
through development aid”, and “as a part of public 
diplomacy that realises its aims thanks to soft power 
resources”.12 She states that aid programmes are 
increasingly moving from their traditional context of 
fostering development to also promoting and 
enhancing the image of the donor country.13 
Zielińska frames development diplomacy as a part 
of new public diplomacy, where both governments 
and non-state actors can do it. It is “based on soft 
power, two-ways communication, management of 
(credible) information; and…both short- and long-
term oriented”.14 Zielińska says that while 
development aid may not be a formal part of a 
states’ public diplomacy programme, it still 
“constitutes a soft power resource for public 
diplomacy in itself”, and “serves employment of 
other soft power resources in the service of public 
diplomacy”.15 If aid can develop “positive, mutual 
and symmetric relationships”, it can enhance the 
soft power of a donor country, and support its public 
diplomacy.  

																																																													
11 Ibid 
12 Zielińska, pg. 9 
13 Ibid, pg. 10 
14 Ibid, pg. 13	
15 Ibid, pg. 15 
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Zielińska uses Ociepka’s definition of public 
diplomacy, where PD is a “two-way, dialogical form 
of political international communication, directed at 
the public abroad, realised through the media and 
direct channels. Its aim is shaping or supporting a 
positive image of a country and society abroad, 
including - by influence on public opinion - building 
of positive attitudes towards the country”.16 
Zielińska says “public diplomacy understood this 
way is meant to assist in the realisation of aims of 
given country's policy in the international 
environment”.17 
Zielińska highlights how the last decades have seen 
elements of ‘new’ public diplomacy relating to 
“educational diplomacy”; “citizen diplomacy”; 
“digital diplomacy”; “historical diplomacy”; “local 
government diplomacy”; “diaspora diplomacy”; 
“social diplomacy”; and “development 
diplomacy”.18 The borders between these fields are 
very blurred, as many PD initiatives could see a mix 
of these subfields being executed. In this way, 
development diplomacy functions best when other 
instruments of public diplomacy can support it.19 
Moreover, Zielińska finds that “forms of aid such as 
training, study visits, acceptance of students, on-the-
spot consultations or know-how transfer, as well as 
small-scale projects well embedded in local 
community, seem to be most promising in terms of 
converging aims related to development with the 
ones of public diplomacy".20 Finally, she finds that 
while many small or medium power countries may 
deliver aid purely for “altruistic reasons […] 
launching foreign aid programmes is usually 
connected to undertaking certain moral standing, 
which constitutes part of conscious formation of 
own role in the international system”21 

Pamment’s Three Levels of Intersection Between 
PD and International Development 
In looking at how different PD scholars have 
analysed the relationship between international 

																																																													
16 Ibid, pg. 10 
17 Ibid, pg. 10-11 
18 Ibid, pg. 11-12 
19 Ibid, pg. 23 
20 Ibid 
21 Ibid 

development and PD, Pamment isolates three levels 
where these two areas intersect.22 
At the first level, the “act of giving aid can itself be 
considered a form of public diplomacy”, as aid can 
be regarded as “an extension of traditional 
diplomatic objectives towards the general public”, 
where civil society can play a mediator’s or broker’s 
role.23 Especially, the areas of advocacy, education 
and exchanges in aid have a far-reaching effect on 
foreign publics. Pamment quotes Edward Guillon’s 
early definition of PD, which includes “dimensions 
of international relations beyond traditional 
diplomacy” that involve “the interaction of private 
groups in one country with those of another,” and 
where “transnational flow of information and ideas” 
are central, and could include topics such as “health 
education”.24 Such interactions are evident in areas 
of development aid, such as technical assistance, 
educational exchanges, and volunteering 
programmes. 
Pamment discusses how Bruce Gregory’s definition 
of public diplomacy in the 21st century also supports 
the first level.25 Gregory says that (new) PD is “an 
instrument used by states, associations of states, and 
sub-state and non-state actors to understand cultures, 
attitude and behaviour; to build and manage 
relationships; and to influence thoughts and 
mobilize actions to advance their interests and 
values”.26 For instance, a donor nation may send aid, 
or aid workers to a recipient country, towards 
projects that promote shared values and interests, 
and even foreign policy objectives. Aid may be 
given towards sanitation or renewable energy to 
safeguard the global public goods of healthcare and 
a cleaner environment. This is facilitated by making 
the publics of the recipient country interact with 
experts and aid workers from the donor country 
through cultural and educational exchanges and 
activities, where the shared values are promoted. 
Furthermore, such exchanges may garner support of 

																																																													
22 Pamment, (2016)	
23 Ibid, pg.10 
24 Ibid 
25 Pamment, 2016; Bruce Gregory, “American Public 
Diplomacy: Enduring Characteristics, Elusive 
Transformation,” The Hague Journal of Diplomacy 6, no. 
3 (2011): 
26 Gregory, pg. 353 
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the recipient people towards foreign policy goals of 
the donor country. In this way, development aid can 
build relationships, and influence foreign publics. 
The second level of Pamment’s analysis sees “the 
communication of aid activities as public 
diplomacy”.27 This level involves “branding, 
marketing, and promotion of aid activities to foreign 
citizens and domestic stakeholders in a manner that 
supports an actor's reputation and image”.28 This is 
exemplified by a study of the EU's public 
diplomacy, which states that its aid is made “visible 
in the recipient country and beyond”, as “it is 
important not only that aid be given but that it is 
seen to be given”.29 In this way, development 
supports the self-image that the EU wants to portray 
of being a normative power, which advocates 
values, such as peace, democracy, rule of law, and 
development.  
Lastly, the third level focuses on how development 
and public diplomacy matters “are discussed and 
understood within institutions and among the 
experts that produce aid and public diplomacy”.30 
This level can be exemplified by the approach that 
South Korea seems to be taking in seeking to 
become a ‘rule-maker’ in the global development 
architecture, as will be discussed in the second 
section. 

Korean Public Diplomacy and International 
Development 
As South Korea is geopolitically situated between 
two economic giants, Japan and China, and living 
under an ongoing threat of war with North Korea, its 
already limited hard power vis-à-vis its closest 
neighbours is further constrained by the “ever-
present sense of instability”.31 In adapting to this 
geopolitical position, South Korea has taken 
advantage of its wealth of soft power assets, such as 
hallyu (Korean Wave), which can be used as a part 

																																																													
27 Pamment, pg.11 
28 Ibid, pg.12	
29 P.F De Gouveia and H. Plumridge, “European 
Infopolitik Developing EU Public Diplomacy 
Strategy,” The Foreign Policy Centre, pg.17 (2005) 
30 Pamment, pg. 12 
31 Young Sam Ma, Jung-he Song, and Dewey E. Moore, 
“Korea’s Public Diplomacy: A New Initiative for the 
Future,” The Asan Institute for Policy Studies, December 
20, 2012, 

of its public diplomacy initiatives, to allow for 
countries further away to have a favourable image 
of South Korea. While its public diplomacy only 
began formally in 2010, South Korea has already 
developed significant PD programmes32. Many 
scholars note that Korea’s experience of rapid 
development is regarded as a model for developing 
countries, which could be used as a part of its public 
diplomacy.33 
While Cull advocates for Korea to use its middle 
power status, and image of “being a good global 
citizen”, Cho sees PD targeted at “developing and 
underdeveloped nations” as a way for Korea to alter 
“the perception that it is sandwiched between major 
powers of Northeast Asia” – China and Japan.34 He 
iterates that Korea has a great opportunity to share 
“its know-how on economic growth and 
development” so that it can “become a nation that 
other nations want to share experience with” and 
“emulate”.35  
Accordingly, the Director-General for Development 
Cooperation of the Ministry of Foreign Affairs, 
Enna Park, presented development cooperation as 
the main pillar of Korea's foreign policy, and stated 
that public diplomacy in development cooperation 
could upgrade South Korea’s national prestige.36 
This importance of development assistance as a tool 
of public diplomacy is echoed by the chancellor of 
the Korean National Diplomatic Academy, Yun 
Duk-min, who stated that it is now time for 
“Korea’s public diplomacy to take a leap forward, 
given the significance of soft power in determining 
a middle power’s diplomatic sway, and the 
potentials the country has built over the past 20-plus 
years through the Korean Wave, official 

																																																													
32 Ma et. al (2012); Cull, Nicholas J. “’Bulging Ideas:’ 
Making Korean Public Diplomacy Work.” Asan Institute 
for Policy Studies, 37th ser. (December 2012). 
33 Ma et. al (2012); Cull, Nicolas J. (2012); Yun Young 
Cho, "Public Diplomacy and South Korea’s 
Strategies," The Korean Journal of International 
Studies 10, no. 2 (December 2012) 
34 Cull, pg. 18; Cho, pg. 285 
35 Cho, pg. 285 
36 Enna Park, “Korea’s Development Cooperation 
Policy: Philosophy, Objectives, and Strategies,” Asian 
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development assistance and other knowledge and 
people-to-people exchange programs”.37  

Development as South Korea’s Niche  
The notion of ‘niche diplomacy’ is often seen as a 
way for smaller countries to conduct their public 
diplomacy. Countries such as Canada and Norway 
have developed their ‘niche’, or specialisation, as 
actors in peacekeeping, conflict resolution, and 
development aid, which have garnered them huge 
international prestige, and a positive perception by 
foreign audiences.38 In the field of development 
cooperation, Lee finds that while most countries 
development aid practices are based on “the intrinsic 
goals of development cooperation, it is difficult to 
completely detach development cooperation policy 
from individual countries’ interests”.39 He finds that 
major donors have displayed a “dual dynamic of 
cooperation and competition in constructing the new 
order”, where they all agree that a framework for 
global governance in development is needed, but 
“compete against each other to realign the coming 
global order of development cooperation toward 
their interests”.40 He sees that these changes present 
development cooperation as “a natural candidate for 
niche diplomacy” of middle powers, where Korea 
could take a leading role.41 
While the most important factor in South Korea 
developing a niche for development diplomacy is its 
own experience, South Korea has proven to be very 
active in participation and initiation of global 
discussions in the development arena.42 It has played 
“a bridging role among various players with 
potentially conflicting interests including traditional 
donors, providers of South-South cooperation, 
NGOs, CSOs, and private funders”.43 In what Lee 

																																																													
37 Min-Sik Yoon, “New law to boost public diplomacy,” 
The Korea Herald, (2016) 
38 Henrikson, Alan K. “Niche Diplomacy in the World 
Public Arena: the Global ‘Corners’ of Canada and 
Norway.” The New Public Diplomacy: Soft Power in 
International Relations, pg. 67-87 (2005) 
39 Seungjoo Lee, “Multilayered World Order and South 
Korea’s Middle Power Diplomacy: The Case of 
Development Cooperation Policy,” Korean Political 
Science Review 48, no. 6 (2014) 
40 Ibid, 79 
41 Ibid 
42 Ibid	
43 Ibid, pg. 96 

describes as “the complex nature of the international 
architecture of development cooperation”, South 
Korea’s experience in development, geopolitical 
position, and middle power politics has allowed it to 
specialise and become a leader in the global 
governance of development, as it has garnered 
respect from diverging actors across the 
development community.44  
Accordingly, the President of KOICA stated that 
Korea does not need to “remain a follower but it 
may become a rule-maker” in the development 
arena.45 As South Korea became an OECD-DAC 
member in 2010, it fully embraced its new role, as 
the Fourth High Level Forum on Aid Effectiveness, 
a major conference of the global development 
community, was held in Busan in 2011.46 This 
pivotal conference saw opposing development 
regimes speak of deeper cooperation, in a way that 
fit the host country’s aspirations to become a leader, 
a bridge, or a rule-maker, between the development 
practices of the global North and South.  
This has spawned a lot of academic literature on 
South Korea’s role as a middle power, or bridge, of 
development thinking between the differing 
paradigms of development. It has allowed for South 
Korea to further its image as a specialised country in 
development within the global development 
community. In this way, South Korea exemplifies 
the third level of Pamment’s public diplomacy - 
international development intersection, where it is 
becoming the rule-maker “within institutions and 
among the experts that produce aid and public 
diplomacy”.47 
In fact, the Korean Development Institute (KDI) and 
KOICA have already developed programmes, such 
as the Knowledge Sharing Program (KSP) and the 
Development Experience Exchange Program 
(DEEP), where KSP includes “joint policy research, 
workshops, training, field trips and dissemination 
seminars” for foreigners, while the latter is involved 
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in “country tailored consulting” to help developing 
countries address a wider range of issues that they 
come up against in their quest for economic 
progress.48 
In speaking with students at the Korea Development 
Institute in Sejong City, I found that the majority of 
them come from developing countries from around 
the world, and have received Korean (mostly 
KOICA) funded scholarships to come to South 
Korea to learn about the Korean development 
model. These factors all point to South Korea 
already knowingly exploiting its reputation as a 
model for development as a form of ‘niche 
diplomacy’. As the KDI students return to their 
home countries as policy makers, they may spread 
the word about the Korean development model 
further on, and act as PD agents for South Korea as 
well. 
To further understand how development and public 
diplomacy intersect in the case of South Korea, the 
following part will analyse how the Korean 
government and KOICA adapt development 
programmes to entail public diplomacy initiatives, 
and include references to the theories presented 
earlier on in the paper.  

KOICA 
The Korean International Cooperation Agency 
(KOICA) is the main government agency in 
development cooperation in South Korea, as it “has 
established over 60 vocational institutes” in 
developing countries, and actively invites 
“foreigners to Korea for training programs”.49 
KOICA builds networks through development 
initiatives in education and training to spread the 
Korean know-how and experience of development. 
KOICA is even known to brand its projects to 
support Korean culture, as exemplified by Korea 
Innovative Maternal & Child Health Initiative being 
labelled as the Korean signature dish, KIMCHI. 
In an interview in 2016, the President of KOICA, 
Kim In-shik, said, “KOICA should be at the 
forefront of crafting new assistance models that can 
expedite the recipients’ growth while boosting 
business, cultural and people-to-people ties with 
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Korea”.50 The idea of supporting aid to promote 
people-to-people and cultural ties is very much in 
line with the first level of the relationship between 
public diplomacy and development described by 
Pamment, where the very act of giving aid allows 
for positive interactions and image-building. 
Moreover, its aim to create new models of 
assistance supports the logic of Korea wanting to 
become a rule-maker in development. 
The KOICA president sees the “fragmentation 
among various state agencies” as Korea’s main 
problem in utilising development as a venue for 
public diplomacy. This is exemplified by how the 
more than 44 institutions that implement ODA in 
Korea lack common objectives or a coherent 
vision.51 This intra-agency tension thus harms 
consistency, which is an important part of successful 
public diplomacy. In describing ODA as “one of the 
most effective tools to promote Korea’s brand image 
and influence”, the KOICA President’s comments 
echo the importance of the communication of aid 
activities, which is the second level conceptualised 
in Pamment’s theory of the development–public 
diplomacy relationship.52 
Hereon, this paper introduces two programmes that 
involve KOICA, and use development as a tool for 
public diplomacy: the Korea Aid programme, and 
the World Friends Korea programme. 

Korea Aid 
In May 2016, during President Park Geun-hye’s 
visit to Ethiopia, Kenya and Uganda, the Korean 
government launched its Korea Aid programme, 
with an idea “to blend health support with cultural 
and public diplomacy”.53 This “mobile aid” project 
included two ambulances and four food trucks that 
were driven to poor parts of Africa, where they 
provided “medical services while serving Korean 
food and screening soap operas and music”.54 
Moreover, it saw “more than 20 South Korean 
doctors and nurses…join hands with their Ethiopian 
counterparts to provide basic medical services, 
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especially to girls in medically underserved 
regions”.55 
The three elements in the project were labelled “K-
Medic, K-Culture and K-meal”, and they entailed 
Korean volunteers, from doctors and cooks to 
technicians.56 While the developmental aspect of the 
project was run by K-Medic, which focused on 
offering health education and health services, the K-
Meal side focused on “forging friendship through 
sharing a meal”, and the K-Culture side on 
“screenings of educational clips”, and introducing 
“various aspects of Korean culture”.57 The Korean 
government has stated that it expects the programme 
to enhance cultural and economic exchanges with 
the partner countries.58 
While the government stated that it expects the 
programme to contribute to reaching the Sustainable 
Development Goals (SDGs), the unprecedented 
programme was very controversial, and provoked a 
“backlash from civic groups and some academics”, 
who labelled it a “one-off political show”.59 The 
critics stated that ODA “should not be diverted for 
cultural promotion”, as the Korea Aid programme 
“not only lacks long-term viability but also runs 
counter to the international community’s efforts to 
systematically improve the health environment in 
the region”.60 While some of these criticisms may 
seem harsh, the Korea Aid programme does seem a 
lot like a cultural festival, rather than a development 
project. 
Although the criticisms make the project seem a 
failure in terms of public diplomacy, especially in 
donor communities, KOICA president Kim argued 
that “it is too early to call the program a failure” as 
it may have had positive results in terms of 
healthcare and South Korea’s image in the actual 
recipient communities.61 He stated that “KOICA has 
been running mobile clinics in West Africa and 
elsewhere, which managed to save many lives and 
																																																													
55 Kwang-tae Kim, “(LEAD) Park launches Korea Aid 
program for Ethiopia,” Yonhap News Agency, (2016) 
56 Myo-Ja Ser, “Korea bets big on African development 
projects,” Korea JoongAng Daily, 
57 Ibid 
58 Eve Lee, “President Park to launch Korea Aid initiative 
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59 Kim (2016); Shin (2016) 
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helped plug the medical service vacuum in remote 
and critically underserved areas in a relatively cost-
efficient way”.62 
This project can be regarded as an example of the 
development diplomacy aspect of public diplomacy, 
described by Zielińska, which “realises its aims 
thanks to soft power resources”.63 In this way, soft 
power assets, such as hallyu is blended with social 
diplomacy, in the form of Korean doctors and 
nurses, whom interact with the local population 
under the auspices of a greater development agenda. 
Moreover, the mobile aid concept blended with 
Korean cultural promotion is an example of what 
Zielińska dubs as “on-the spot consultations” and 
“small-scale projects”, as ways of implementing 
public diplomacy initiatives through development 
assistance.64 However, in Pamment’s third level of 
analysis of the development – PD relationship, this 
project could have scathed South Korea’s ambition 
to be a ‘bridge-maker’ in the international 
development community, where the project was not 
seen favourably. 
The Korea Aid project also serves as an interesting 
example of the relationship between public 
diplomacy and the international development arena, 
where the Korean government and KOICA did not 
try to conceal the promotion of South Korea within 
the altruistic performance of their development 
obligations. Conversely, the Korean government 
publicly asserted that Korea Aid “will combine 
development assistance with cultural diplomacy”.65 

World Friends Korea 
Another example of South Korea’s public 
diplomacy initiatives made by KOICA is the World 
Friends Korea organisation.  
The Korean government integrated six government 
agencies that ran overseas volunteer programs into 
the single brand of World Friends Korea in 2009.66 
Since its inception, World Friends Korea has sent 
over 20,000 volunteers to partner countries between 
2009 and 2014 (KOICA, 2016), with the total 
number of KOICA/World Friends Korea volunteers 
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dispatched since 1990 numbering at 50,000, and 
active in 96 countries.67 The organisation firmly 
believes in the power of “soft diplomacy”, where 
partnership and collaboration can create a common 
vision for the future.68 
Based on the United State Peace Corps, World 
Friends Korea has three clearly defined goals: the 
promotion of sustainable development, poverty 
reduction, and improved living standards; forging 
deep and “friendly ties” with partner countries; and 
“self-fulfilment” with the opportunity “to become 
active global citizens”.69 Thus, the volunteers act as 
soft diplomatic assets, who work to fulfil 
development targets in partner nations, while 
simultaneously sharing and promoting the values 
and culture of South Korea, and developing stronger 
networks. 
In working “with governments, schools, non-profit 
organizations and businessmen in various areas, 
including education, the environment, agriculture 
and information technology”, Korean official stated 
that the volunteers “will also play an important role 
in promoting Korea’s culture and food around the 
world”.70 Thus, World Friends Korea and Korea Aid 
seem to have very similar attributes at the core of 
their function. Both programmes aim to foster 
development and simultaneously promote Korean 
culture and food overseas.  
As World Friends Korea is the second largest 
volunteer organisation in the world (after the US 
Peace Corps), its activities fit into the first level of 
Pamment’s theory of the intersection between PD 
and international development, where the civil 
society plays a mediator’s role as a broker of aid. 
The very fact that South Korea has such a big group 
of volunteers in the field of development already 
gives it a positive image, while these actors that 
deliver ‘aid’ in its various forms also serve as PD 
agents who promote and make visible the Korean 
national brand, its reputation, culture, and image 
(second level).  
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Finally, the function of World Friends Korea as a 
tool of public diplomacy can be related to 
Zielińska’s concept of development diplomacy. As 
Zielińska iterates that development diplomacy 
functions best when it is supported by other 
instruments of diplomacy, World Friends Korea 
reflects this as it crosses development diplomacy 
with citizen diplomacy and educational diplomacy, 
where volunteers engage with foreign publics, and 
transfer knowledge and build relationships with 
them. Moreover, World Friends Korea is an 
example of how social diplomacy as a part of public 
diplomacy sees civil society “engage in activities 
abroad that aim at enhancing development”.71  

Conclusions 
While it is important to note that many definitions of 
public diplomacy may not accommodate a linkage 
between development aid and public diplomacy, the 
purpose of this paper is to show that there is an 
existing avenue for PD to be driven into the 
changing field of development, as this is becoming 
increasingly possible as the norms of development 
aid are changing. 
It seems that South Korea has indeed developed 
policies that mix public diplomacy and international 
development, as development is becoming a niche 
of Korean middle power diplomacy. While the 
strategy, or aim of development initiatives are not 
always clearly attributable to ends of public 
diplomacy, the theories of Pamment and Zielińska 
that link PD and development seem to be supported 
by the case of South Korea.72  
South Korea blends development and public 
diplomacy in two ways. It blends public diplomacy 
into its development initiatives, while it also uses its 
experience of rapid development as a tool of its 
public diplomacy. In more concrete terms, it 
intersects development and public diplomacy 
through projects, such as Korea Aid, where hallyu 
and other aspects of Korean culture are promoted as 
an integral part of the mobile development aid 
project. In this way, development aid can be used as 
a facet to enact public diplomacy initiatives within. 
Second, South Korea is a prominent middle power, 
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who is both a member of OECD Development 
Assistance Committee, and a strong promoter of 
South-South cooperation in development. This 
allows for it to be considered a bridge-maker 
between different paradigms of development within 
the development community. South Korea exploits 
its reputation as ‘the Miracle of the Han River’, by 
using its own development experience to act as a 
bridge between the developed and developing 
world, and as a rule-maker in the changing sphere of 
global development governance.  
In order to diversify its public diplomacy strategies, 
and not to rely entirely on the strength of hallyu, 
South Korea may find that linking its experience in 
development with its public diplomacy initiatives 
could serve as a lucrative public diplomacy asset. 
Evidence seems to support the claim that South 
Korea is in a privileged middle power position, 
between the developed and developing world, to 
enhance development as its niche. While public 
diplomacy is still a relatively new area that is 
increasingly being explored by the South Korean 
government, the next years may show the country 
enacting further innovative ways of blending 
development into public diplomacy, and vice versa. 
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Recent Chinese hydroelectric power projects on the Sino-Indian-Bhutan Transboundary River, 
Yarlung Zangbo or Brahmaputra River, continue to receive skeptical backlash from Indian media and 
academics. Indian and American security analysts argue that China’s internal water security problem 
will force the country to use the Himalayan River to their advantage, which could spark regional 
conflict. Chinese scholars have not shared similar concerns. The purpose of the essay is to 
understand the nature of Chinese water practice and the possibility of a Sino-Indian Transboundary 
Water Agreement. By scrutinizing the development of Sino-Russian and Sino-Kazakh Transboundary 
River Agreements, the essay will argue that Chinese transboundary river agreements are a reactive 
result of long-term lobbying conducted by neighboring countries. The main argument is theoretically 
supported when observing recent development of Sino-Indian cooperation regarding the Yarlung 
Zangbo or Brahmaputra River. However, continuing disputes of the status of South Tibet or 
Arunachal Pradesh will significantly affect and delay the process of future water cooperation between 
the two Asian powerhouses.  
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Access to water supply and the reality of water 
scarcity is one of the emerging non-traditional 
threats to the global community. Rapidly 
growing economies consume more water 
usually at an artificially lower price, resulting in 
overconsumption. Environmental degradation 
and inadequate public policy threaten 
contamination of both surface water and 
aquifers.1 It is unquestionable that water is the 
new gold. Some countries are naturally blessed 
with more bodies of water than others, while 
many share these valuable resources that cross 
borders. The People’s Republic of China 
consists roughly a third of the world’s 
transboundary waters in the world, amounting 

                                                
1 “Liquidity Crisis,” The Economist, last modified on 
November 5, 2016, accessed on May 29, 2017, 
http://www.economist.com/news/briefing/21709530-
water-becomes-ever-more-scant-world-needs-
conserve-it-use-it-more-efficiently-and.  

up to 3.2 million km2 of land.2 It is an upper-
stream country in relation to Russia, 
Kazakhstan, Mongolia, North Korea, India and 
Southeast Asia countries. The extensive amount 
of water flowing out of China raises 
environmental concerns for its neighbors: the 
possibility that current Chinese domestic 
problems and policies could negatively affect 
water flow. 
Starting in October 2015, China operationalized 
the Zangmu Dam for hydroelectric power.3 

                                                
2 Yanmei He, “China’s Practice on the Non-
navigational Uses of Transboundary Waters: 
Transforming Diplomacy through Rules of 
International Law,” Water International 40.2 (2015): 
313. 
3 Saibal Dasgupta, “China operationalizes biggest 
dam on Brahmaputra in Tibet,” The Times of India, 
last modified on October 13, 2015, accessed on June 
28, 2017, 
http://timesofindia.indiatimes.com/world/china/Chin
a-operationalizes-biggest-dam-on-Brahmaputra-in-
Tibet/articleshow/49335741.cms. 
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Although the dam is located within Chinese 
territory, India has raised concerns over Chinese 
intentions. Leading Indian news agencies warn 
against the dam’s effects on lower-stream 
ecology of Yarlung Zangbo or Brahmaputra 
River, a transboundary river shared among 
China, India, Bangladesh and Bhutan. In fact, in 
October 2016, it was reported that China 
blocked the water flow of the Xiabuqu River, a 
tributary of the contested river, for their 
hydropower Lalho project.4 Indian and 
American academics have raised concerns over 
possible future conflicts over water sources. 
Chinese scholars simply do not share the same 
concern. 
In light of Indian and American academic 
publications, the purpose of this paper is to 
investigate the nature of Chinese water practice 
and the validity of a Sino-Indian treaty for the 
Yarlung Zangbo or Brahmaputra River. The 
paper will first review China’s domestic water 
problems and critiques against China’s 
perceived water hegemony. Afterwards, the 
paper will examine current Chinese 
international water practice and transboundary 
river agreements and memorandums with 
Russia, Kazakhstan and India. Based on 
observation of Sino-Russian, Sino-Kazakh and 
Sino-Indian development of cooperation on 
river agreements, in practice Chinese 
transboundary river agreements are reactive and 
will only be established if neighboring states 
lobby towards China on a long-term basis. The 
paper will conclude with a comprehensive 
analysis and comments of the future Sino-
Indian water relations. 

 
Chinese Domestic Water Problems 
China’s water problem received international 
attention after the 1997 dry-up of the Yellow 

                                                
4 Sutirtho Patranobis, “China blocks Brahmaputra 
tributary, impact on water flow in India not clear,” 
Hindustan Times, last modified on October 1, 2016, 
accessed on May 31, 2017, 
http://www.hindustantimes.com/india-news/china-
blocks-brahmaputra-tributary-impact-on-water-flow-
in-india-not-clear/story-
QVAYbO2iOBFUSynwwpyneN.html.  

River. Lester Brown, one of the first 
environmentalists to write on Chinese domestic 
water problems before China’s major dry-up, 
argued that China couldn’t continue its current 
self-sustained production of food due to the 
growing population and limited water and land 
resources.5 While China needs to feed roughly a 
quarter of the world’s population, the countries 
possess merely 7 percent of the world’s arable 
land.6 China’s commercial usage of water is 
also problematic. The agricultural sector 
consumes 75 percent of all water sources in the 
North China Plain and the demand continues to 
increase. With hopes of further development, 
water consumption will naturally increase. 
While water reduction technology does exist, 
increased efficiency ironically results in greater 
water usage. 
The quality of water is equally troublesome. 
According to Chinese state media, in 2014, 
approximately 60 percent of China’s 
underground water is polluted.7 Although two-
thirds of polluted underground water could be 
drinkable with proper treatment, the process is 
expensive. Two years later, the number of 
polluted underground water increased to 80 
percent.8 Roughly 33 percent of wells could 
only be used for industrial purpose, while 
roughly 47 percent of the wells are in worse 
condition. In addition to underground water, 
“According to statistics provided by the 
Ministry of Environmental Protection, in 2009 
approximately 43% of the water in the main 
rivers in China was unfit for human 

                                                
5 David A. Pietz, The Yellow River: The Problem of 
Water in Modern China (Cambridge: Harvard UP, 
2015), 287. 
6 Ibid., 310. 
7 Jonathan Kaiman, “China Says More than Half of 
Its Groundwater Is Polluted,” The Guardian, last 
modified on April 23, 2014, accessed on May 23, 
2017, 
http://www.theguardian.com/environment/2014/apr/
23/china-half-groundwater-polluted. 
8 Chris Buckley and Vanessa Piao, “Rural Water, 
Not City Smog, May Be China’s Pollution 
Nightmare,” The New York Times, last modified on 
April 11, 2016, accessed on May 25, 2017, 
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consumption.”9 Water quality is unquestionably 
at risk. 
While difficult, water quantity and quality can 
be controlled to a certain degree. However, 
global warming remains a factor that could 
exacerbate China’s current problems and future 
plans. Climate change could accelerate the 
melting of the Himalayan glaciers, resulting in 
an increase water volumes in the South.10 
According to China’s First National Census of 
Water, more than 28,000 rivers have 
disappeared.11 Twenty years ago, China had 
roughly 50,000 rivers, each covering at least 60 
square miles. A mixture of excessive and 
irresponsible usage of water resource can 
further be exacerbated by climate change. 
While China is usually criticized for its air 
pollution, China’s water problem is a greater 
peril for the Communist Party. The government 
has addressed water as a major concern in its 
recent Thirteenth Five Year Plan. Water will 
continue to receive attention, especially as 
demand for consumption is expected to rise. 
Even if excessive water consumption were to be 
discouraged, it is likely to spark domestic 
contestation and slow economic growth. State 
initiatives such as the South-North Diversion 
Project have mixed results, mostly negative.12 

                                                
9 Yu Su, “Contemporary Legal Analysis of China’s 
Transboundary Water Regimes: International Law in 
Practice,” Water International 39.5 (2014): 705. 
10 Elisa C. Lai, “Climate Change Impacts on China's 
Environment: Biophysical Impacts,” Wilson Center, 
last modified on July 7, 2011, accessed on May 25, 
2017, 
https://www.wilsoncenter.org/publication/climate-
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11 Angel Hsu and William Miao, “28,000 Rivers 
Disappeared in China: What Happened?,” The 
Atlantic, last modified on April 29, 2013, accessed 
on May 23, 2017, 
http://www.theatlantic.com/china/archive/2013/04/2
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12 Jonathan Kaiman, “China's Water Diversion 
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last modified on December 12, 2014, accessed on 
May 23, 2017, 
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In order to mitigate domestic concerns and 
constraints, China observers and skeptics 
believe the country must enforce their unique 
status of upper-stream hegemony. 

 
The Narrative of Water Wars and Its 
Problems 
With growing concerns over China’s domestic 
water security and its projects, Indian and 
American observers believe that China will be 
forced to abuse their upper-stream hegemony 
and block water resources from neighboring 
countries. Their concern is bolstered by China’s 
refusal to adopt the 1997 United Nations 
Convention on the Law of the Non-navigational 
Uses of International Watercourses (hereinafter 
referred as the UN Watercourses Convention).13 
While involved in negotiations during the 
drafting of the resolution, China vetoed due to 
the lack of recognition for territorial sovereignty 
and an imbalance of responsibility between the 
upstream and downstream countries.14 As 
mentioned in the beginning of the paper, China 
is an upstream country to a third of all major 
transboundary rivers in the world. The 
excessive amount of water flow worry critics 
that China may change the course of rivers or 
use up the water before flowing into 
neighboring countries.  
Another major concern of critics is China’s Five 
Year Plans. The country’s Twelfth Five Year 
Plan specifically mentioned developing projects 
on the Mekong and Yarlung Zango or 
Brahmaputra River.15 In 2013, the government 
approved the construction of three additional 
hydropower projects on the Yarlung Zango 
River. As result, downstream countries 
vocalized concerns over China’s damming and 
diverting projects.16 The recently adopted 
Thirteenth Five Year Plan may increase the fear 
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held by skeptics. The Communist Party 
announced its shift from heavy reliance on 
fossil fuels and heavy industry towards 
renewable and clean energy.17 In order to 
increase clean energy, it is likely that new dam 
projects will be approved in the near future. 
While the plan did not mention specific rivers, 
the plan called for expanding the number of 
hydropower projects in the Southwest region of 
China, which is where the Himalayans are 
located. Other than hydroelectricity, the plan 
addressed China’s water scarcity problem and 
promoted continuing its large-scale water 
diversion and dam creations. Chinese rejection 
of the UN Watercourse Convention and 
obscurity in recent plans has fostered criticism 
abroad. 
Kenneth Pomeranz, professor of modern 
Chinese history at the University of Chicago, 
argued that rather than cutting down on 
consumption, China would utilize the rich water 
sources in the Himalayans, which may possibly 
affect lower-stream states. Currently, China is 
considering creating a dam that has twice the 
capacity of the Three Gorges Dam on the 
Yarlung Zanbo or Brahmaputra River.18 He also 
mentioned Chinese intention to create a dam 
located at the great bend at Metog/Motou. If 
China experiences continued water shortage, 
then the country may be propelled to move the 
river’s direction towards the North, which 
would threaten its Southern neighbors.19 Due to 
China’s upstream privilege and lack of 
transparency, the academic concluded that 
conflict may breakout if China continues to 
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create dams without increased transparency and 
information sharing. 
One of the leading critics against China’s water 
supremacy is Indian strategist Brahma 
Chellaney, the author of Water, Peace and War 
and Water: Asia’s New Battleground. Although 
droughts come and go, Challaney argued that 
China’s irresponsible usage of water also 
contributes to the lower-stream countries’ 
droughts, resulting in the overall damage to the 
ecosystem. China possesses latent power to 
exploiting water resources: the majority of 
Asian dams are located in China, amounting up 
to 90,000 dams.20 While China provides water 
flow information to downstream countries, 
Challaney argued that shared water information 
reminds downstream countries of their 
dependence on a stronger counterpart.21 Hence, 
China’s natural blessing empowers the country 
with strategic and political leverage over lower-
stream countries.22 The Indian strategist 
believes China will continue to exert power 
over their usage of water. As a solution, he 
argued that China should abandon its current 
unilateral approach and adopt an integrated 
multilateral institution. 
Critics have presented pertinent facts to support 
their concern of China’s possible water grab. It 
is true that China’s domestic water problem 
constrains governmental action. China vetoing 
the UN Watercourses Convention encourages 
skepticism and the plan to further advance their 
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hydropower on transboundary rivers is 
worrisome. According to critics, China will 
naturally be compelled to indirectly harm 
neighboring countries by addressing its own 
domestic problem via water grab. State 
sovereignty naturally allows China to conduct 
any project without the obligation of concerning 
what would happen to their surroundings. 
Despite the potential ramifications and 
concerns, critics are wrong to conclude Chinese 
willingness to risk conflicts over transboundary 
waters. The greatest flaw of critics is the failure 
to acknowledge China’s water practice. China 
has established multiple transboundary 
watercourse agreements, amounting to a total of 
110 treaties related to international watercourses 
by 2014.23 Out of the multiple agreements, the 
water-specific treaties with neighbors such as 
Russia, Mongolia, and Kazakhstan are the most 
important and strongest agreements upheld by 
China: the 1994 Agreement on the Protection 
and Utilization of Border Water between China 
and Mongolia; the 2001 Cooperation 
Agreement on the Utilization and Protection of 
Transboundary Waters between China and 
Kazakhstan; and the 2008 Agreement on 
Reasonable Utilization and Protection of 
Transboundary Waters between China and 
Russia (hereinafter all major agreements will be 
referred as 20xx China-country Agreement).24 
The fact that China has established agreements 
with its Northern, Eastern and Western 
neighbors bolster the argument that China will 
not spark “water wars” with its neighbors. 
Current Chinese water practice also makes it 
hard to believe that China would divert the river 
flow of the Brahmaputra River for its own 
interest. While debated in the past, the Chinese 
government concluded that river diversion 
would be futile and declined a proposed 
diversion plan.25 The Chinese nature to establish 
transboundary watercourse agreements and 
unlikelihood of river diversion suggest that 
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China would not risk conflict regarding shared 
water resources.  
Another common argument against upper-
stream states is their ability to destroy the 
ecosystem of the lower-stream states. For 
example, INGOs, NGOs, and scientists have 
presented data-supported arguments that 
Chinese dam constructions have affected the 
water level and sedimentation of the Mekong 
River.26 However, using the same data set, there 
are scientists who argued the contrary.27 This 
suggests that the creation of dams may not be as 
harmful as believed. The fact that contradictory 
results and conclusions derive from the same 
data set should be taken into consideration by 
both sides of the argument.  
Both American and Indian arguments deserve 
attention. Unfortunately, most critics dismiss 
current Chinese practice with neighboring 
countries and rather focus on China’s refusal of 
establishing a multilateral forum. In order to 
understand whether China is abusing their 
upper-stream hegemony or not, it is important 
to analyze current Chinese water practice in 
comparison to the UN Watercourse Convention 
and China’s past established memorandums and 
agreements.  
 
United Nations Watercourse Convention and 
Chinese Practice 
The UN Watercourse Convention was 
concluded on 21 May 1997. Watercourses were 
defined as “a system of surface waters and 
groundwaters constituting by virtue of their 
physical relationship a unitary whole and 
normally flowing into a common terminus.”28 In 
addition to “equitable and reasonable utilization 
and participation,” states are responsible to 
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provide information to other their riparian states 
and to prevent harming the watercourses. 29 
Conflict reduction was addressed by 
recommending negotiations and transparency 
when creating projects on transboundary rivers. 
Two decades after its conclusion, the 
Convention came into force on 17 August 
2014.30  
As already mentioned in the previous section, 
China was involved in the negotiations yet 
vetoed against the Convention due to the lack of 
recognition and respect towards territorial 
sovereignty. While critics love utilizing the veto 
to portray an irresponsible China, actual 
practice suggests the opposite; China’s bilateral 
agreements on transboundary watercourses are 
more or less in line with the agreed UN 
Watercourse Convention. This section of the 
paper will analyze Chinese law practice in the 
order of the presented five core elements: scope, 
substantive rules, procedural rules, institutional 
mechanisms and dispute settlement.31 
 
I. Scope 
Scope is defined as the “geographical and 
hydrological limits of the legal regime.”32 
Although limited, current Chinese 
transboundary water treaties incorporate the 
Convention’s geographical scope. For example, 
the 2008 China-Russia Agreement covers all 
transboundary waters, which include rivers, 
lakes, streams and swamps.33 The Chinese 
definition of transboundary waters has 
broadened since the 1990s. In the 1994 China-
Mongolia Agreement, the treaty only covered 
water types. In later treaties such as the 2001 
China-Kazakhstan and 2008 China-Russia 
Agreement, the treaties referred to water 
movement rather than boundary waters. Unlike 
the UN Watercourse Convention, the Chinese 
agreements only cover the protection and usage 
of surface water and not underground waters, 
i.e. aquifers. While the Chinese scope is limited 
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and specific, both water movement and visible 
surface waters are within Chinese scope. 

 
II. Substantive Rules 
The substantive rules of the UN Watercourse 
Convention are “rules that set out the 
substantive, or material, rights of the riparian 
states.”34 In Article 5 and 6 of the UN 
Watercourse Convention, equitable and 
reasonable usage of water sources has not been 
specifically defined.35 Regardless of the 
omission of specific rules, during the 
negotiations for the Convention, “China 
endorsed the primacy of rule of equitable and 
reasonable use.”36 Despite the excessive 
outward flowing rivers, the country has abided 
by the no-harm principle. The only clear 
reference and commitment of no harm 
responsibility was clearly stated in the 2008 
China-Russia Agreement.37 In other cases, 
China has obligated to reasonable utilization of 
water sources in treaties such as the 2001 
China-Kazakhstan Agreement, 1994 China-
Mongolia Agreement, 2008 China-Russia 
Agreement and 2009 China-Vietnam 
Agreement.38 Another substantive rule is 
obligated environmental protection. Although it 
is commonly assumed that China disregards its 
obligation towards environmental protection, 
China was active in addressing this factor 
during the drafting of the UN Convention. For 
example, in regards to Article 20 of the 
Convention, China proposed replacing the 
terminology “ecosystem” with “ecological 
balance” due to the ambiguity of the former 
term. The strongest Chinese commitment to 
protecting the environment is evident in the 
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2008 China-Russia Agreement. As seen in the 
Russian case, commitment to reasonable and 
responsible usage is part of Chinese water 
practice.  
 
III. Procedural Rules 
Procedural rules refer to regular cooperation 
with transboundary rivers-related issues, such as 
notification of planned measures and 
cooperation in emergency situations.39 Article 8 
of the UN Watercourse Convention calls for 
cooperation between states and Article 9 urges 
watercourse states to exchange relevant data 
and information.40 In all of its water-specific 
agreements, China has adhered to Article 9 by 
exchanging hydrological information on a 
regular basis. As expected, the definition of 
cooperation remains vague or limited depending 
on treaties. For example, while the 2008 China-
Russia Agreement included cooperation 
regarding planned measures, the procedures 
were not specified in the treaty itself.41 In both 
the 2001 China-Kazakhstan and 1994 China-
Mongolia Agreement, planned measures were 
not included. Surprisingly, China lacks 
cooperation in emergency situations. The only 
exception would be the 2006 Agreement on 
Cooperation on the Prevention and Mitigation 
of Emergency Situation between China and 
Russia. The agreement “legally binding [the 
two countries to] dedicate [sic.] to emergency 
management procedures.”42 Procedural rules 
may not be China’s forte, given that the 
notification to other parties will constrain state 
sovereignty of determined projects. Regardless, 
China has shown efforts to cooperative for the 
good of the two parties.  

 
IV. Joint bodies 
The UN Watercourse Convention did not 
provide any mechanism for joint body 
cooperation. Instead, states agreed to include 
guidelines if riparian states were to create joint 
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commissions.43 In general, China and its 
counterparts have agreed on establishing joint 
commissions. While the Chinese agreements 
with Kazakhstan and Mongolia use broad 
language for joint commission supervision, the 
2008 China-Russia Agreement includes 
meticulous guidelines on tasks and functions.44 
Since establishment, joint commissions have 
held several meetings. China and Kazakhstan 
has held annual meetings since the adoption of 
the 2001 agreement and as of 2011, China-
Russia Joint Commission on the Use and 
Protection of Transboundary Waters as held 
four meetings.45 Multilateral institutions may 
not be a preference for China, but the country 
has established active joint commissions. 
 
V. Dispute Settlement 
In case of conflict between states of different 
interests, Article 33 of the UN Watercourse 
Convention requires peaceful settlements on 
conflicts regarding transboundary 
watercourses.46 While China has rejected any 
attempt to settle disputes multilaterally, dispute 
settlements have been agreed in bilateral 
agreements. China’s major treaties refer to 
negotiation as the preferred methodology. In 
this aspect, China falls short of the Convention. 
One of the reasons for China’s veto was the 
inclusion of compulsory fact-based dispute 
settlements.47 Rather than binding itself to a 
decided set of rules for dispute settlement, 
China prefers to negotiate conflict case by case. 
Unfortunately, the lack of availability for 
quantitative data makes it difficult to have a 
thorough insight into Chinese practice. Existing 
literature lack reference to scientific data and 
practice, thus making observers solely relying 
on Chinese provided information, joint 
agreements or memorandums and official 
statements from neighboring countries. To 
scientifically justify Chinese responsibility is 
difficult given the lack of accessible 
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information. However, as seen in this section 
and the upcoming comparisons, the evolution of 
agreements between China and its neighbors 
provides insights in Chinese action and nature 
of water practice.  
Overall, from observing mutually understood 
agreements and memorandums, it can be 
concluded that China has followed the UN 
Watercourse Convention, although in a limited 
and reserved manner. While the scope of 
China’s agreements lack reference to 
underground waters, a variety of surface waters 
are agreed upon. Substantive and procedural 
rules have been developed as well. Regardless, 
observers desire for China to release further 
information and transparency regarding planned 
measures. Joint commissions have also been in 
operation for over a decade. Although dispute 
settlement lacks clear guidance, China agreed to 
negotiate over disagreements rather than 
freezing relations or breaking into conflict. 
Finally, China has preferred bilateral over 
multilateral dialogues. This characteristic to 
solve disputes bilaterally is commonly seen in 
Chinese foreign affairs, as the continuing South 
China Sea dispute between China and the 
Philippines is a recent manifestation.48 For 
China to further exert responsibility, it is in 
their interest to commit to multilateral 
agreements. 
If the general pattern for China is to adopt 
similar policies to the international agreement, 
then theoretically the Asian country should be 
able to treat all neighboring countries equally. 
The paper will now look into three different 
agreements between China and Russia, 
Kazakhstan, and India. 
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China-Russia Transboundary River 
Agreements 
Russia and China share one of the longest 
borders in the world. Waters bodies form up to 
80 percent of the Sino-Russian border.49 The 
two share multiple rivers, the important ones 
being the Argun, Amur, Ussuri and Irtysh 
River.50 After flowing for roughly 950 km, the 
Argun River merges with the Amur River, 
making the river the “fourth-longest river in 
Russia and the tenth-longest river in the 
world.”51 Additionally, the Argun River is the 
“only major river that has no dams or reservoirs 
on the main stem.”52 Most rivers, such as the 
Tumen and Irtysh River, cross into other 
countries as well, including North Korea, 
Mongolia, and Kazakhstan. Due to the 
numerous amounts of shared rivers between the 
two countries, both China and Russia have been 
working with each other since the 1950s. 
Sino-Russian cooperation began with the Sino-
Soviet Treaty of Friendship of 1950. The 
earliest agreement on transboundary rivers 
between the two countries was established 
during August 1956, which focused on the 
economic and potential of the Amur and Argun 
River.53 This treaty focused on the construction 
of dams and reservoirs, hoping to control floods 
by regulating water flow. Due to the political 
freeze between the two countries during the 
1960s and 70s, the next major step in the two 
countries’ watercourse agreements occurred 
during the late 1980s and early 1990s. In 1986, 
local authorities in the USSR called for the 
central government to build at least one 
hydropower station with China “to better 
control periodic devastating floods on the 
watercourse.”54 In order to create the joint 
hydropower station, a joint commission was 
established. By 1990, the two countries were 
able to reach an agreement to create a dam on 
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the Amur main stem. Unfortunately, the plan 
was suspended due to local contestation. 
The 2004 Treaty of Good-Neighborliness was 
the largest step towards a cohesive 
transboundary agreement. Both countries 
pledged to jointly monitor the water quality of 
the rivers and protect the environment around 
these bodies of water. While this agreement 
brought great change, China would further 
commit itself after the 2005 Sungari River 
Incident. On November 13, 2005, chemical 
pollutants were accidently dumped into the 
Sungari River, which reached the Amur River 
in Russia.55 Although Russia did not request to 
for financial compensation, China admitted full 
responsibility and provided drinking water and 
equipment necessary to clean the pollution. This 
particular incident encouraged China to further 
commit to environmental protection, which is 
evident in the 2006 Agreement on Cooperation 
on the Prevention and Mitigation of Emergency 
Situation and the 2008 China-Russia 
Agreement. 
The 2008 China-Russia Agreement committed 
the two countries to be responsible in the usage 
and protection of the rivers. The recent treaty 
includes all transboundary surface water bodies 
between the two states.56 The 2008 agreement 
focuses on ‘no significant harm’ and procedural 
rules. Although China and Russia has further 
enhanced commitment to the ‘no significant 
harm’ clause, their agreement falls short when 
compared with the 2010 Russian-Kazakhstan 
Water Agreement, which clearly includes the 
necessity for one country to recognize their 
responsibility and compensate for the disaster.57  
As seen in the evolution of the treaties between 
China and Russia, agreements strengthened 
post-2005 due to obvious Chinese negligence. 
Since then, China agreed to establish its only 
join emergency response agreement with 
Russia. Despite the two countries long history 
of relations, dialogue regarding transboundary 
rivers lasted for roughly thirty years and finally 
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reached agreement a decade ago. This suggests 
that friendly diplomatic history alone is not the 
sole factor for further Chinese commitment. 
Given the demand to further clarify and 
strengthen the current agreement exists, 
increased cooperation with Russia would most 
likely occur in the near future. 
 
China-Kazakhstan Transboundary River 
Agreements 
China and Kazakhstan share more than twenty 
rivers, most of them originating from China’s 
Xinjiang Province.58 The largest rivers between 
the two countries are the Irtysh, Ili, Talas and 
Korgas. The Irtysh River flows into Russia’s Ob 
River and the Ili River flows into Kazakhstan’s 
Lake Balkhash. Both of these rivers are vital for 
Kazakhstan. In addition to Kazakh 
independence, Chinese efforts to develop in 
Xinjiang during the 1990s pushed the two 
governments to make an agreement. The Irtysh 
River served as an important water source for 
China’s Karamay oil field and Beijing also 
announced its plan to “divert water from the 
Irtysh to Lake Ulungur.”59 Growing concerns 
led to official negotiations, resulting as the 2001 
China-Kazakhstan Water Agreement. The 
agreement established the essential framework 
of international waters between the two 
countries, which includes the basic principles of 
transboundary water usage.60  
The 2001 agreement did not satisfy Kazakhstan. 
China’s desire to further develop Xinjiang 
meant greater consumption of water, 
particularly from the Irtysh and Ili River. As 
result, “Kazakh environmental activists and 
governmental officials have become more 
active in emphasizing the potential negative 
consequences of China’s hydro-political 
behavior for their country.”61 After a decade of 
increased negotiation and awareness, the two 
governments bolstered their previous treaty. 
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The 2011 Agreement on Water Quality 
Protection of Transboundary Waters extended 
to water quality protection and regulated 
distribution of water consumption on the shared 
transboundary rivers. Overall, treaties with 
Kazakhstan are similar with the agreements 
between China and Russia, although the 
agreements with China’s western state still 
lacks clarity and omit the Irtysh and Ili River 
from negotiation.  
In addition to the above two agreements, the 
2005 Agreement between the Ministry of 
Agriculture of Kazakhstan and the Ministry of 
Water Resources of China established an 
agreement to exchange hydrological and 
hydrochemical data and to establish a joint 
research cooperation.62 Another important 
development between the two is the joint 
creation of the Horgos Dam, which was 
designed by Kazakhstan and constructed by 
China from April 2011 to July 2013.63 In areas 
other than the Irtysh and Ili River, China and 
Kazakhstan have been engaging in successful 
cooperation. 
While multiple agreements were established, 
due to the vague language and lack of 
transparency of Chinese measures regarding 
Kazakhstan’s main rivers, the Irtysh and Ili, 
Kazakhstan has continually shared its concerns 
with China. Fortunately, Kazakhstan is able to 
do so due through the Joint Commission created 
from the above two agreements. River relations 
between the two countries will most likely be 
bolstered, as representatives have been working 
on drafting the Agreement on Water 
Distribution of Cross-Border Rivers since 
2015.64 Despite a lack of agreement on 
Kazakhstan’s main rivers, China has certainly 
taken Kazakh concerns into consideration, 
which resulted as the 2001 and 2011 agreement. 
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China-India Transboundary River 
Memorandums 
The main river between China and India is the 
Yarlung Zanbo or Brahmaputra River. This 
river is one of the many that originate from the 
Himalaya-Tibet region. This region is also 
known as Asia’s water tower, providing up to 
47% of the world’s population with water.65 
Nine out of the ten Asia’s largest rivers can be 
found in Chinese territory. After flowing for 
1,700 kilometers on Chinese territory, the 
Brahmaputra River flows into India for 760 
kilometers and into Bangladesh for 227 
kilometers before reaching Bhutan.66 This 
particular river is important for India; the 
Brahmaputra provides approximately 29% of 
the total runoff of India’s rivers and roughly 44 
percent of all Indian hydropower potential is 
concentrated on this river.67 It is not an over 
exaggeration to claim that this particular 
transboundary river is an important water 
source for India. 
Indian trauma over the 2000 flash floods led to 
the establishment of the 2002 Memorandums of 
Understandings on the Provision of 
Hydrological Information of Yarlung Zangbo or 
Brahmaputra River in Flood Season by China to 
India, which China agreed to provide 
hydrological data during the annual flood 
season.68 This was the first time the two 
governments made an agreement on water 
issues. Specific concerns over the Brahmaputra 
River emerged four years later when local 
Indian governments addressed lingering 
problems, which eventually reached the national 
parliament.69 Due to increasing concerns by 
Indian politicians, former Indian Prime Minister 
Mianmohan Singh shared the case with his 
counterpart former Chinese President Hu Jintao. 
As a result, in 2008, the 2002 memorandum was 
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revised to include the sharing of overall 
hydrological information. When the same 
memorandum was extended in 2013, the new 
version included China’s commitment to share 
all historical information about the river, 
including data on previous floods, natural 
disasters, and water levels.70  
In addition to the hydrological information 
memorandums, during the same year, China and 
India agreed upon the Memorandum of 
Understanding on Strengthening Cooperation 
on Trans-border Rivers. Unlike the previous 
memorandums, this was the first memorandum 
that covered all transboundary rivers existing 
between the two countries.71 Unfortunately, the 
memorandum did not entail procedural rules 
when dealing with transboundary rivers and 
simply reaffirmed past cooperation. The 
greatest achievement of this memorandum was 
the creation of common definition from 
international waters to transboundary rivers, 
excluding any other bodies of waters. 
The agreed memorandums between the two 
Asian powers have not committed both sides to 
protect the quality or quantity of water flow in 
the Brahmaputra River. India has received 
further commitment from China by confronting 
its northern neighbor with concern. For 
example, in 2013, in response to former Indian 
Prime Minister Mianmohan Singh, President Xi 
assured him that he was aware of China’s 
responsibilities towards lower-stream states and 
a possibility of establishing a joint mechanism 
between the two.72 Rather than being simply 
pessimistic of the two country’s relations, 
observers should realize that the two countries 
are slowly yet steadily creating a common 
understanding on the shared river. 

 
The Future of Sino-Indian Water Relations? 
As seen in the previous section, China has 
conducted responsible water practice. China and 
Russia have been engaged in water agreements 
for an extensive period of time. Regardless of 
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remaining issues over the two major rivers, 
China’s relation with Kazakhstan is stable. 
Contrary to mainstream belief, China and India 
have been cooperative. While observers may 
conclude that China has the ability to establish 
an agreement with India, there are multiple 
hurdles that prevent the establishment of a 
treaty. Such factors include remaining border 
disagreements, nascent concern and Chinese 
interest.  
The greatest impediment in creating a coherent 
agreement between India and China is the 
current border disputes. After several decades, 
China and Russia finally agreed upon 
disagreements, thus ending their border disputes 
in 2008.73 If India desires to create a coherent 
transboundary river agreement with China, it 
would have to engage in concrete border 
agreements rather than maintaining the current 
status quo. Such agreement is important 
because the Brahmaputra River flows into 
disputed border territory of India’s Arunachal 
Pradesh or China’s South Tibet.74 Although the 
desire of border dispute resolutions was 
revealed by both Indian Prime Minister 
Narendra Modi and Chinese Premier Li 
Keqiang in 2015 and “halfway” compromise 
reemphasized by the Chinese Foreign Ministry 
in 2016, the Sino-Indian relations continues to 
experience turbulence as India recently boldly 
claimed that the region is integral to their 
territory.75 Despite recent efforts of mutual 
                                                
73 “The Cockerel's Cropped Crest,” The Economist, 
last modified on July 24, 2008, accessed on May 23, 
2017, http://www.economist.com/node/11792951. 
74 “Fantasy Frontiers,” The Economist, last modified 
on February 8, 2012, accessed on May 23, 2017, 
http://www.economist.com/blogs/dailychart/2011/05
/indian_pakistani_and_chinese_border_disputes. 
75 “India-China border dispute: Li and Modi seek 
resolution,” BBC News, last modified on May 15, 
2015, accessed on May 31, 2017, 
http://www.bbc.com/news/world-asia-china-
32747667; “Should meet halfway to resolve Sino-
India border dispute: China,” The Indian Express, 
last modified on April 22, 2016, accessed on May 
31, 2017, 
http://indianexpress.com/article/india/india-news-
india/should-meet-halfway-to-resolve-sino-india-
border-dispute-china-2765924/; Lucy Hornby and 
Aliya Ram, “China and India renew war of words 
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cooperation, recent contradictory language 
suggests that it is highly unlikely for the two to 
make an agreement in the near future. Current 
political disagreement on territory will 
definitely hinder the process of creating an 
agreement rather than a memorandum. 
In addition, Indian concern over the 
Brahmaputra is only a recent phenomenon. In 
order to establish an agreement, Indian 
politicians would have to engage with China on 
a longer basis or experience a Chinese caused 
accident. As seen in the case studies, the 
Sungari Incident accelerated Sino-Russian 
agreement on stronger cooperation. As for 
Kazakhstan, the Central Asian country has been 
persistently sharing concerns with China 
regarding the Irtysh and Ili River. In return, 
China has been cooperative in other rivers, such 
as the Horgos River. If Kazakhstan has been 
lobbying towards China since 2001 and still has 
more to achieve, it would be naive to believe 
that India and China would be able to solve the 
disagreement on the Brahmaputra River in a 
short period of time.  
Finally, Chinese interest may prevent the 
establishment of bold treaties. The overall 
reserved nature of Chinese water practice 
reveals the country’s intension to maintain state 
sovereignty. The yet to be concluded Irtysh and 
Ili River agreements prove that China may be 
hesitant to establish agreements on major rivers 
that are equally important for China. Even if the 
conclusion that Chinese interests prevent the 
establishment of strong treaties is unconvincing, 
it is evident that China is slow in establishing 
water treaties. Fast action was only seen after 
the Sungari Incident. Given the above three 
reasons, it is unlikely that India can persuade 
China to establish a treaty in the near future. 
In regards with the argument, it was proven that 
China’s attitude towards India is not peculiar 
and that Chinese actions are reactive. Long-term 
negotiations between China and Russia and the 
Sungari Incident led to the creation of the 2006 
                                                                      
over Tibet,” Financial Times, last modified on April 
20, 2017, accessed on May 31, 2017, 
https://www.ft.com/content/e5d141b0-2584-11e7-
8691-d5f7e0cd0a16. 

Joint Emergency Cooperation and the 2008 
China-Russia Agreement. Indian concerns have 
led to the revision of the 2002 Memorandum, 
which eventually led to the 2013 Memorandum 
on strengthening cooperation on transboundary 
river. This similar pattern of improved 
agreements is seen with Russia and Kazakhstan. 
Both of the factors prove that China will 
establish agreements in a responsive manner. 
India would have to continue lobbying towards 
China to create a stronger agreement. 
The unresolved border issue between the two 
Asian powerhouses will definitely prevent any 
treaty to be established, although memorandums 
may be agreed upon. Before focusing on water 
wars between the two countries, India would 
have to engage in the stagnant disagreement on 
the borders. Another factor that has 
unprecedented evidence is the role of global 
warming. If both parties acknowledge that 
global warming is a threat to the Brahmaputra 
River and the Himalayan Basin, dialogue may 
accelerate. For future research, it may be 
interesting to study both China and India’s 
perception of global 
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warming and its effects on water flow. If both 
governments acknowledge the effects of global 
warming on water consumption, it may be 
possible to establish a relatively strong 
memorandum, if not a treaty that transcends 
border conflicts. 

 
Conclusion 
Both Indian and American scholars have 
express concerns over a water conflict between 
India and China. They believe that Chinese 
domestic water problems and future plans result 
in pessimism of future Sino-Indian relations. 
Contrary to the water war narrative, Chinese 
practice, regardless of the veto, reveals that the 
emerging superpower has been in line with the 
UN Watercourse Convention. When 
scrutinizing relations between China and Russia 
and Kazakhstan, it is clear that agreements are 
heading towards further cooperation. It can be 
concluded that the Chinese will act 
responsibility if lower riparian states continue to 
lobby towards China. While the same is 
applicable for India, continuous border disputes 
can hamper progress.  
Transboundary rivers will continue to gain 
attention as climate change would naturally 
affect water flows. Rather than simply accusing 
one party for abnormality in water flow, it 
would be in the best interest of both parties to 
establish agreements. Academics should not 
foster the belief of water wars. Conflicts over 
natural resources can be avoided by not rushing 
towards threatening the opponent. Instead, 
countries should establish cooperation, which 
would not only respect sovereignty but also 
protect national interests. 
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