KU-KIEP-SBS EUMIEl= CHRlAMEMATA(KIEP), DaitHefyl, SBS2AO| 744
Aoz MEEACH, EU TaliQIS|(European Commission)?| XS = &
Y 08 - O7 U IO 7[BORN 2014 58 FHIELICE, KU-KIEP-SBS
EUMEOIM= 20 CHEt 2HalE #0111 EU X997 7|8ks =501| 2ol THI3E
KU-KIEP-SBS EUMIE Ciak(@)d EU =232,S JHE6INY, 2 =R32Xe
S F HE D0 pM=EES YIRIRELC tHAZME AT A(KIEP)2H KU-

=

o

=
MOl et MAlo 7107g AL

The KU-KIEP-SBS EU Centre, an education & research consortium
sponsored by the European Commission, was established on May 2014
by three parteners: Korea Institute for International Economic Policy
(KIEP), Korea University, and Seoul Broadcasting System (SBS), The
KU-KIEP-SBS EU Centre is dedicated to make contribution to enhancing
interest in Europe and to expanding research base in EU area studies.
Therefore, the KU-KIEP-SBS EU Centre hosted “The 3rd KU-KIEP-SBS
EU Centre Research Paper Competition on EU Studies” and this book
includes two best papers from the competitions. The KU-KIEP-SBS EU
Centre will contribute to analyzing issues on European integration, the
economic and political dynamics in EU and promoting cooperation
between Korea and EU through this research competition.
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“Day after day, the Europe of Brussels reveals its deadly plan: to deconstruct
the nation states in order to create a new globalised order, one that
threatens the security, prosperity, identity and very survival of the peoples

of Europe.

Faced with the advocates of federalism, we are the enlightened guardians
of the national spirit and defenders of the interests of the peoples of
Europe.”22)
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AlAT W-NOMINATE

W-NOMINATE scores are based on the spatial model of voting. Let s
denote the number of policy dimensions, which are indexed by
k=1,...,s; let p denote the number of legislators i =1,....,p; and ¢
denote the number of roll call votes j=1,....q. Let z; be the ideal
point of legislator i, a vector of length s. Each roll call vote is
represented by vectors of length s, z;, and zj, where y and n stand
for the policy outcomes associated with Yea and Nay, respectively.
Legislator i's utility for outcome y on roll call j is

U,

gy = U

iy T €ijy (M

N 9o
kglwkdijyk
yy, = Bexp|— 5 @)

where u;;, represents the deterministic part of the legislator’s utility

2

while €, represents the stochastic component. The dj,

. term in the

exponent is the Euclidean distance between a legislator's ideal point
z; and the Yea bill location z;,; namely,

S

iy = D (@i = z)° ®)

Weight w and 3 are estimated but set with initial values of 0.5 and
15 respectively. 3 can be thought of as a signal-to-noise ratio, where
as [ increases in value, the deterministic portion of the utility
function overwhelms the stochastic portion. In multiple dimensions, 3
is only estimated for the first dimension and is thereafter kept
constant. For dimensions 2 to s, the corresponding w, is estimated,
with the starting value of w, set at 0.5 each time.

The stochastic element in the utility, e, is assumed to follow an
extreme value distribution. This allows us to express the probability
that legislator i votes for outcome y on roll call j as:
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exp (uzjy)
exp(ui]-y)Jr eXD(%’n)

Pr( Yea): Pijy = (4)

Extending this even further, by replacing y with the index 1 and n
with the index 2, and then allowing | to be the index for y and n,
we can express the likelihood function to be maximized as:

P q 2

r=1ITIII75 )

i=1j=1i=1

where Cj; =1 if choice I is the actual choice of legislator i on roll
call j and is zero otherwise.
In estimating the outcome points for each billl W-NOMINATE
estimates and reports the outcome points in terms of their midpoint
and the distance between them; namely,
Zjy = 2y — A and Zjp = Zpy T d; ©6)

where z,,; is the midpoint and d; = (z;, — z;,)/2.
To conduct this estimation, the W-NOMINATE algorithm has three
basic steps:

1. Estimate z,; and dj, conditional on =, 8, and w;.

2. Estimate x;, conditional on z,,, dy, 8 and wy.

3. Estimate g (if k=1) and w, (if k=2,..,s), conditional on z,,,

dig, Ty

These steps form a global iteration, which explains the acronym
W-NOMINATE (weighted nominal three-step estimation). the procedure

repeats until the z, =, and d parameters all correlate at 0.99 or better
with the set estimated on the previous global iteration.

in r.” Journal of Statistical Software, Vol. 42, Issue 14 (June 2011), pp. 2~4.

Zt=: Keith Poole, Jeffrey Lewis, James Jo and Royce Carroll, “Scaling roll call votes with w- nominate
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Abstract

This thesis seeks to create a development cooperation model that is oriented
to the current system utilized by the Republic of Korea and the European
Union. Moreover, it seeks to do so in a manner than reflects the current
international trend of development cooperation, in which private finance is
becoming increasingly mobilized through Public Private Partnerships. In order
to do so, this thesis will examine the PPP systems of South Korea and the
European Union, thereby elucidating upon the development model, development
partner, and development profile of each entity. Through this analysis, this
paper will provide a comparative analysis of the two sovereign stakeholders in
order to reveal the systematic similarities and differences of the two entities.
Consequently, it will become apparent that the Republic of Korea and the
European Union have a development system that optimally complements the
PPP model of the other entity. In addition, this thesis will identify potential
areas in which cooperation can be attained, as doing so is imperative for
initiating cooperation efforts. Taking this into consideration, this paper will
propose its idea of PPP Trilateral Cooperation through elucidating upon its
conceptual definition, necessity, implementation process, and effectiveness.
Subsequent to this, this thesis will analyze this idea through the perspective of
the prisoner’s dilemma in order to identify the potential problem of reduced
data collection that may be instigated by this solution. Accordingly, it will also
elaborate upon the PPP regulations and feasibility study support mechanisms
that may assist in overcoming this problem. Finally, this thesis will conclude
through evaluating the plausibility and utility of this model, while providing
potential prospects for development cooperation between the Republic of

Korea and the European Union.

Keywords: Development cooperation, Public-private partnerships, Trilateral

cooperation
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|. Development Cooperation

1. International Trend

The contemporary paradigm of development cooperation can be epitomized
by the Sustainable Development Goals (SDGs), which accentuates the need to
strengthen global partnership as its final goal (UN 2017) The significance of
such partnerships can be attributed to the insufficient nature of public finance,
as only 0.3% of the pledged 0.7% of GNI is currently being provided (OECD
2015). Because of this, and due to the large scale nature of the SDGs, a 2.5
trillion US dollar financial deficit currently exists in international development
(UNCTAD 2014). Accordingly, the concept of aid effectiveness is emerging

within development cooperation, as is the procurement of additional finance.

Regarding this, the Busan High-Level Forum on Aid Effectiveness declared
that “effective development cooperation requires acknowledging the private
sector as a development actor (as well as) calibrating and re-focusing efforts
to maximize the benefits of private sector engagement in the development
process” (OECD 2011, p. 37). In addition, the Addis Adaba Action Agenda (AAAA)
emphasized the imperative role of the private sector in promoting effective
sustainable development through recognizing the importance of Public Private
Partnerships (PPPs) and the need to enter into such partnerships (UN 2015).
Regarding this, PPPs refer to a joint-project actualized between the public and
private sector in which both sectors share the risks and duties of the project.
Finally, further elucidating upon the rising significance of PPPs and private
finance, JICA reports that over 70% of all development finance can be attributed
to private funds (JICA). Therefore, although development cooperation has
mainly featured the public sector and civil sector, it has shifted to incorporate

the private sector as well through PPPs.
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2. European Union and Republic of Korea Relations

Concerning the relationship held by the European Union (EU) and the
Republic of Korea (ROK) within development cooperation, these two nations
have formed a Framework Agreement which seeks to improve bilateral
cooperation through the exchange of information on policies and programs
within third party countries (South Korea-Trade-European Commission).
Through this, South Korea has become the only nation to have actualized both
a Strategic Partnership Framework Agreement and a Free Trade Agreement with
the EU (South Korea - Trade - European Commission). Moreover, because
South Korea is a member of the Organization for Economic Cooperation and
Development - Development Assistance Committee (OECD-DAC), it shares
many of the same interests and practices as the EU (Castillejo 2014). Consequently,
due to the strategic utility and mutually respected values held by both entities,
the prospects for increased cooperation between the EU and the ROK within
international development can be perceived as both plausible and impending
(Park 2014). Yet, although South Korea has established strong bilateral
relationships with individual European states, its holistic cooperation with the
EU is relatively insufficient as institutional actions have yet to be taken (Park
2014). Therefore, it can be understood that the direction of such cooperation

is relatively unclear.

3. Research Design

This thesis seeks to elucidate upon this direction by formulating a development
model that is oriented to the strategies and practices utilized by the EU and
the ROK. In order to do so, this paper will begin by evaluating the development
models of the EU and ROK through analyzing the development strategy,
partners, and portfolios of each entity. This is to identify the respective similarities

and differences of these entities. Through determining the similarities of the two
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countries, this thesis will provide potential sectors and regions in which
cooperation can be pursued, as well as the potential extent of the cooperation.
Moreover, building upon the differences of the two nations, this thesis seeks
to identify the comparative advantages held by each country within development
cooperation. Accordingly, this paper will propose its solution: PPP Trilateral
Cooperation. In order to do so, the conceptual definition, necessity, implementation
process, and effectiveness of the proposed model will be elucidated upon. In
addition, this paper will analyze this model through the perspective of the
Prisoner’s Dilemma in order to identify the potential weaknesses of this model
and will provide the mechanisms needed to overcome these altercations to

ultimately achieve optimal effectiveness.

Research Design

1. The International 2. Institutional Analysis
Trend in Development of European Union and
Cooperation Republic of Karea

| ]
1

3. Solution:
PPP Triangular
Cooperation

|
4, A Prisoner’s
Dilemma: Potential
Obstacles and Solutions

5. Conclusion:

Prospects and
Assessment
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Il. Institutional Analysis

1. Republic of Korea

A. Development Model

The ROK provides development assistance through partnerships within the
domestic and international sector. In the domestic sector, Korea International
Cooperation Agency (KOICA) provides bilateral grants (KOICA website), while
the Economic Development Cooperation Fund (EDCF) provides concessional
loans in order to fund development projects (EDCF website). In the international
sector, the ROK, in partnership with Japan and China, has institutionalized the
Trilateral Cooperation Secretariat (TCS). This institutional platform enables for
the three nations to communicate and undergo knowledge sharing through
compiling a shared database (TCS website). In addition, the Ministry of Strategy
and Finance (MOSF) has initiated the Knowledge Sharing Program (KSP) in
order to abridge the knowledge gap between the ROK and its partner countries
(KSP website).

B. Development Partners

The PPP system of South Korea primarily incorporates the civil sector within
its development framework. To begin with, KOICA mainly utilizes the civil
sector because of their experience. This can be empirically supported as KOICA
provides 127,818 hundred million won (67%) in financial support to NGOs, yet
only 21,929 hundred million won (11%) to firms (3FH3 2011). On the other
hand, the EDCF supports large-scale PPP projects through providing loans to
private companies (EDCF 2014). However, it should be noted that South Korea's
bilateral aid is primarily comprised of KOICA, as KOICA provides 63.3% of the
ROK’s bilateral grants while the EDCF accounts for 36.7% of bilateral loans
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(Korea ODA). In addition, 81% of all PPPs for the past 21 years were actualized
in partnership with the civil sector (3F4®8 2011). Accordingly, the civil sector

prioritized by KOICA primarily represents the PPP system of South Korea
(Korea ODA).

C. Development Portfolio

To start off, the development assistance of South Korea primarily focuses on
Asia and Africa, respectively accounting for 46.3% and 23.9% of total finance
in 2015 (Korea ODA). Moreover, the bilateral development finance of the
Republic of Korea primarily targets social and economic infrastructure
development, accounting for about 73.9% of total development financing from
2010 to 2014 (Korea ODA). Finally, the ROK provides a total of 1395.8 hundred

million dollars in bilateral development finance (Korea ODA).

Sectoral Aid Share of Bilateral ODA (2010-2014) (Korea ODA)

# Sectoral Aid Share Of Bilateral ODA (2010-2014) (Net Disbursements, %)

Humanitarian aid Unallocated & Unspecified
Acting relating to debt 5 gos J,f' 3.0%
commodity aicy  00%_ / _m
General Prog.Ass. ™ didminisirative costs
0.1% 44
Multi-sector/Cross-
Environment 1.9%

Social Infrastructure & Services
Economic Infrastructure & Services

_.‘] ial Infrastru o Production Sectors
; & Services Environment

45.2%

Production Sectors

O Multi-sector/Cross-cutting
O Commeodity aid/General Prog.Ass.

Economic Infrastructure i ;
& Services O Acting relating to debt

g ] 28.7% © Humanitarian aid
% Q@ Administrative costs

Unallocated & Unspecified
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Bilateral ODA by Region (2008-2015) (Korea ODA)

223

2009

292.09
(50.26%)
95
(16.35%)
21.38
(3.68%)
46.37
(7.98%)
55.83
(9.61%)
153
(0.26%)
68.91
(11.86%)

581.1
(100%)

2010

563.01
(61.4%)
139.89
(15.53%)
34.28
(3.81%)
38.73
(4.3%)
64.46
(7.16%)
56
(0.62%)
64.66
(7.18%)

900.63
(100%)

2011
563.88
(59%)
178.34
(18.02%)
4127
(4.17%)
20,66
(2.09%)
64.42
(6.51%)
4.89
(0.49%)
96.12
(9.71%)
989.57
(100%)

2012

637.66
(53.89%)
261.02
(22.06%)
42.26
(3.57%)
16.56
(1.4%)
76.2
(6.44%)
343
(0.29%)
146.06
(12.34%)
1183.17
(100%)

(net disbursements, USD million, %)
2013 2014 2015
73111 663.39 T09.32

(55.83%) @ (47.53%) | (46.33%)
271.72 33272 365.76

(20.75%) @ (23.84%) | (23.89%)

40.6 74.63 66.35
(3.1%) (5.35%) (4.33%)
2.58 9.96 -1.42
(0.2%) (0.71%) (-0.09%)
96.48 109.08 121.2
(7.37%) (7.82%) (7.92%)
3.92 6.48 88
(0.3%) (0.46%) (0.58%)
163.16 189.51 261.13

(12.46%) @ (14.29%) | (17.05%)

1309.58 1395.77 1531.14
(100%) (100%) (100%)

# Bilateral ODA by Region (2008-2015)
2008
; 250.82
g (46.51%)
) 104.08
Africa (19.3%)
’ 30.53
Middle East (5.66%)
Europe 12.69
; (2.39%)
America 6669
(12.74%)
Oceania (0.41%)
69.98
Unallocated (12.98%)
539.22
= (100%)
* Source: OECD, International Development Statistics Online DB

2. European Union

A. Development Model

The European Union provides development assistance through integrating

three complementary sources of finance: public sector grants, public sector

loans, and private sector investment. However, due to the continuous stagnation

of Official Development Aid and the increasing significance and scale of private

finance, private investment plays a bigger role in the contemporary development

cooperation (EDFI Flag Report 2016). Regarding private investment, the

Buropean Development Finance Institutions (EDFI), a government-backed

institution comprised of fifteen financial institutions of EU countries, provides

equity, loans, and government guarantees in order to finance development

projects (EDFI). In addition, a knowledge sharing system exists within the EDFI

in order to strengthen cooperation (EDFI 2014).
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DFls as a Growing Source of Finance (EDFI Flag Report 2016)

Annual activity level 1990-2014, constant 2014 USS3 billion

200

150

W o4
100 B DFr

50

o]
1990 1995 2000 2005 2010 2015

Source / OECD/DAC, IFC, DFI annual reports, OECD/DAC defiators

B. Development Partners

The EDFI primarily incorporates the private sector within its PPP projects
(EDFI 2014). Moreover, on a national level, other development agencies employ
the civil sector to provide further developmental support (Rixen 2016). However,
because the EDFI is the main funding mechanism for the EU's PPP projects,
it can be understood that the private sector leads the PPP projects of the EU
(The European Files 2013).

C. Development Portfolio

The consolidated portfolio of the EDFI mainly concentrates on development
within Sub-Saharan Africa (31%), Latin America and the Caribbean (20%), and
South Asia (14%) (EDCF Flagship Report 2016). In addition, the EDFI mainly
focuses on certain sector such as financial services (30%), power services (18%),
and industry as well as manufacturing (16%) (EDCF Flagship Report 2016). Finally,
the EU provides 36 billion Euros in bilateral development finance (EDFI 2014).
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European DFI Portfolio by Region, 2015

(EDCF Flagship Report 2016)

European DFI portfolio by region, 2015 (100% = €36.3 billion)

REGION
%

W Sub-Saharan Africa

M South Asia

W East Asia & Pacific

B Europe & Central Asia

B Middle East & North Africa

LATI
€7.2 1

Latin America & Caribbean

Other & multi-country

European DFI Portfolio by Sector, 2015 (EDCF Flagship Report 2016)

European DFI portfolio by sector,
2015 (100% = €36.3 billion)

M Financial sector
Power
B Industry/manufacturing
B Other infrastructure
W Agribusiness
W Services
Other

SECTOR
%

Note / Distribution by final beneficiary
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3. Model Comparison

A. Similarities

Through this national analysis, it can be affirmed that the regional and
sectoral portfolios of each stakeholder mutually overlap. To start off, the regional
similarity can be narrowed down to African and Asian countries. This can be
understood at the EU spends 31% of its finance within Africa and 14% in Asia
while the ROK spends 23.9% of its funds on Africa and 46.3% of its funds on
Asia. Moreover, the sectoral similarity of both entities lies in infrastructure. This
can be viewed as KOICA heavily focuses on economic and social infrastructure,
which incorporates the EDFI's main concentration on power, industry, and
manufacturing. Such overlapping sectors amount to 26.4%. Therefore, it is clear
that overlaps exist within the economic infrastructure and services of Africa

and Asia, thereby representing potential areas for cooperation.

B. Differences

The scope of partnership differs between South Korea and the European
Union, enabling each stakeholder to mutually complement each other. To reaffirm,
South Korea primarily incorporates the civil sector within their PPP partnerships
(&84 2014). Regarding this, the benefits of cooperation with the civil sector
is that they have more experience and understanding of the targeted region,
thereby enabling projects that accurately target the specific needs of the
country FH==AEHH 2016). However, the weakness of the civil sector can be
attributed to its lack of technical expertise, thereby reducing their developmental
impact (Gallart 2014).

In contrast, the EDFI accentuates the significance of private sector partnerships
within its PPP projects, as the technical expertise and business skills of the

private sector enable efficient procurement of projects into targeted countries
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(World Bank 2016). Differing from these benefits, the challenges that the private
sector face is that they lack information and experience regarding and within
the target region (OECD). Taking this analysis into consideration, it is clear that
the advantages of the private and civil sector compensates for the other’s
respective weaknesses. Therefore, the complementary nature of civil and private
sector cooperation would attain mutual benefit as well as higher developmental

impact.

[ll. PPP Triangular Cooperation

1. Conceptual Definition

Triangular cooperation refers to a form of development cooperation which
incorporates a traditional donor, an emerging donor, and a recipient country
in order to improve effectiveness and efficiency (Marx 2013). To elucidate, a
traditional donor refers to a nation that is historically considered to be
developed, while an emerging donor refers to a nation that has recently joined
in the spectrum of development aid. These emerging donors are influential
players in aid politics as they enable greater access to aid while providing a
wider array of options to utilize such funds (Sato 2010, p.2). Through this
relationship, each entity can specialize in their area of comparative advantage,
enabling aid effectiveness. Regarding this, the traditional donor typically
possesses additional development expertise while the emerging donor typically
has more experience in development experience (Fordelon 2009). In this
context, the EU plays the role of the traditional donor, while the South Korea
plays the role of the emerging donor, as exemplified by the Korean-German
joint cooperation agreement in Nepal (Castillejo 2014).

Yet, the form of development cooperation that this thesis is proposing seeks
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to apply the trending concept of triangular cooperation to the emerging
mechanism known as PPP. To elucidate, this paper is arguing that a PPP trilateral
cooperation be formed between the civil sector of the ROK, the private sector
of the EU and the recipient country. Such a relationship is both mutually
complementary and plausible in the infrastructure sector of Asia and Africa,
which is the area that such cooperation should be initially pursued. Therefore,
this thesis is proposing that a knowledge sharing platform is institutionalized
between the EU and the ROK in order to improve the cooperation between the

respective private and civil sector of these two entities.

2. Necessity

The implementation of PPP Triangular Cooperation is imperative as it
enables for the enhancement of aid effectiveness through reducing potential
overlaps in the distribution of capital and by enabling efficient allocation of
resources. To start off, reducing overlaps in capital distribution is made
possible because such a knowledge sharing system would enable the two
entities to have better understanding of each other’s development projects
(Marx 2013). Through this, each of the public sector of each entity can procure
PPP projects in a manner that does not reduce the effectiveness of the other’s
development projects while improving the effectiveness of one’s own. This is
possible because overlapping development projects have overlapping sectors
and populations that the projects seek to assist. Consequently, without a proper
understanding of the other entity's projects, competition rather than cooperation
is instigated within the process of aid provision, thereby reducing the developmental
impact of the PPP project. Hence, through this knowledge sharing system, such
overlapping projects can be avoided.

Furthermore, this knowledge sharing platform also enables for the efficient

allocation of resources and efforts. To elucidate, in situations in which overlaps
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are inevitable (Mark 2013) or even necessary, having a proper understanding
of the other entities’ development projects enable both entities to utilize their
various resources in a manner that complements each other. In addition,
because the civil and private sector can access information regarding development
projects through this platform, stakeholders entering the target sector or region
may take such information into consideration in order to compensate for the
lack of experience and expertise that they may have in the target sector and
region. Thus, through this system, coordination between development projects

can be attained.

3. Implementation Process

PPP Triangular Cooperation

European Republic of
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Union Korea
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F Y Trilateral [y
Cooperation
E =5 = g
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PPP Triangular Cooperation between the private sector of the EU and the civil
sector of the ROK should be facilitated through utilizing a public-sector
operated mechanism such as, but not limited to the example of ROK's
Knowledge Sharing Program. This cooperation should be initially pursued
bilaterally, with the eventual goal of integrating with the EU as a whole. This
is for the sake of plausibility, as building relationships with consenting nations
would reduce potential delays and stagnations in progress. Moreover, because
the KSP is managed by the ROK’'s Ministry of Finance, it can be considered
to be an ideal model to build upon because the public sector is in possession
of information regarding to the development projects of KOICA and the EDCF.
To elaborate, the KSP utilized by the ROK currently manages three primary
functions: Policy Consultation for Partner Countries, Modularization of Projects,
and Joint Consulting Program with Multilateral Development Banks (MDBs) (Kim
2012). In addition to these functions, which emphasize support from the public
sector, this thesis asserts that two additional functions must be added: A shared
database system and A communication platform.

To start off, a shared database system which integrates and shares information
regarding the development projects of the EU and the ROK should be developed.
Such information is to include financial information, evaluation reports, as well
as any other information that is deemed to provide utility. This information is
then to be utilized freely in order to improve the developmental impact of an
entity’'s own development project. Moreover, the Ministry of Finance for each
respective nation should strive to connect struggling partners or those seeking
additional assistance with the appropriate partner that can provide complementary
services. Subsequent to this, a platform that can be utilized to facilitate
communication between relevant entities in the EU private sector and the ROK
civil sector must be institutionalized. Consequently, relevant stakeholders will
be able to independently contact the development partners that they deem

adequate to their services and request for necessary support. Through this,
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information flow and communication between the PPP partners of the EU and

ROK can be improved, and PPP Triangular Cooperation can be achieved.

4., Effectiveness

The effectiveness of this model can be epitomized by the information that
will be made available to the private and civil sector partners that rely on such
information to implement development projects. To elucidate, the ROK currently
is in a knowledge sharing relationship with Japan and China through the
Trilateral Cooperation Secretariat, while the EU shares information within itself
through the knowledge sharing efforts within the EDFI (Park 2014). Thus,
through enabling respective bilateral knowledge sharing between the Trilateral
Cooperation Secretariat and ROK and between the EDFI and EU, relevant entities
will be able to indirectly aggregate the necessary knowledge and therefore access
a more comprehensive scope of information. Yet, this information is also
qualitatively significant as well, as South Korea has more experience within Asia,
while the EU has more experience in Africa (Marx 2013). Through providing
the PPP partners of the ROK and EU with information that is necessary to
implement their development projects, potential altercations can be avoided and
effective methods and processes can be adopted. Consequently, it is clear that

the overall development impact of PPP projects can be enhanced.

IV. Potential Obstacle: A Prisoner's Dilemma Analysis

1. Definition and Application

However, this thesis acknowledges that no solution is perfect, and that each

action instigates a potential reaction. Regarding this, this paper applies the
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concept of the Prisoner’s Dilemma in order to identify the potential altercation
that may result from the model proposed in this paper. To elucidate, the
Prisoner’'s Dilemma refers to a situation in which two entities are given the
choice to cooperate or pursue self interest. However, through choosing to
protect them at the expense of the other entity, detriment is incurred to both
parties (Investopedia). Yet, it must be considered that choosing to cooperate,
regardless of immediate utility, attains an optimal result for both parties.
Therefore, it is necessary that measures are taken to procure such a result.

Applying this concept into the model proposed by this thesis, it can be
observed that the two entities refer to the civil sector of the ROK and the
private sector of the EU. Moreover, it can be understood that the two choices
available to these stakeholders is to cooperate in collecting and sharing
information or to solely rely on the information accrued from this platform.
Regarding this, it must be understood that the information collection process
is both length and costly, and often undertaken independently (Yasui 2013).
However, through the model proposed in this paper, the necessity of such
processes is reduced as relevant stakeholders assist in the accumulation of such
information. Thus, an individual entity may be able to reduce the financial costs
of its PPP project through solely receiving information, while not assisting in
its collection. Accordingly, if both entities were to pursue such an individualistic
approach, the amount of information holistically available would be reduced.
Hence, although the utility of the proposed model would still exist, the total
potential of its effectiveness would be weakened in the long term. Yet, if both
parties were to cooperate in collecting information, the total amount of
information available would be significantly enhanced as would the environmental
and social impact of relevant projects. Therefore, two potential mechanisms
that may be utilized in order to secure such benefits will be subsequently

provided.
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2. Potential Solutions

A. PPP Regulations

To start off, regulations within the PPP procurement process can be utilized
in order to ensure the mutual provision of necessary information. To elaborate,
some PPP processes require that the private sector entity provides a final report
that contains crucial information to the public sector in order to receive the
final stages of finance. To provide an example for the EU, Germany's DEG
utilizes a develoPPP program which provides final payment after a final report
regarding the project is published (Findeisen 2013). In regards to South Korea,
KOICA requires that an evaluation report is written in both English and Korean
for the evaluation process and the subsequent provision of finance to conclude
(Korea International Cooperation Agency). Thus, because the acquirement of
public finance is imperative for the private and civil sector, the provision of
such information can be ensured through this mechanism. Therefore, through
adding this process and enforcing its adherence, the optimal effectiveness of

the proposed model can be procured.

B. Feasibility Study Support

In addition, the feasibility study support provided in various PPP programs
can be utilized to guarantee the mutual provision of information. In regards
to this, feasibility study support refers to the public finance of the overseas
research necessary to undergo project implementation. Such a mechanism is
incorporated in both the PPP models of the EU and ROK, as it enables for the
public sector to reduce to risk of the private and civil sector undergoing project
implementation. In consideration to the EU, Germany's DEG provides a
maximum of 50 percent, or up to 200,000 Euros, of the costs of a feasibility

study (KFW 2016). On the other hand, KOICA also provides feasibility study

HI3&| KU-KIEP-SBS EUMIE{ CHH(R)M

EU =229 $44=27



support, as it had provided up to 9 million US dollars in financing during fiscal
year 2015 (KOICA 2015). Therefore, through reducing the risk of the private
and civil sector in pursuing relevant research, the collection of information can

be incentivized and the optimal effectiveness of the proposed model attained.

V. Conclusion: Prospects and Assessment

Building upon the increasing importance of private finance, this thesis
proposed a trilateral cooperation model which expands the ROK's Knowledge
Sharing System to include a platform which integrates the civil sector of the
ROK and the private sector of the EU. Moreover, this thesis provided a variety
of sectors and regions in which cooperation can be pursued, which is
information considered to be imperative to initiating the improvement of
current cooperation efforts (Marx 2013). In addition, this paper elucidated upon
the significance of utilizing such comparative advantage by stating that the
private and civil sector have certain strengths that mutually complements the
other’s weaknesses. Finally, this thesis offered numerous means to deter and
alleviate the potential ineffectiveness of this rectification.

Thus, through beginning projects in these mutually assisted areas, both the
ROK and the EU can optimize their developmental impact by improving the
coordination necessary to enhance aid effectiveness. This enables for the
successful accumulation of completed joint-projects, which can be evaluated
by the advanced PPP evaluation system utilized by the EU (Park 2014). Hence,
because the EU has already expressed its desire to enter into such cooperation
through its Framework Agreement, empirically ensuring the development
impact of trilateral partnerships provides the incentive needed for other EU

states in enact such partnerships with the ROK. In addition, the success of this
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cooperation will reduce the risk of the EU private sector in regards to enacting
PPPs, as lack of information and experience is one of the primary factors
hindering PPP participation (OECD). Consequently, this improved competition
deriving from this additional participation will assist in acquiring the innovation
and effectiveness that epitomizes the private sector, thereby further enhancing
developmental impact (Witters 2012). Therefore, this proposed model can be
assessed as both plausible and effective in its ability to improve institutional

relations between and the developmental impact of South Korea and the EU.
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