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Foreword
Over the past three decades, the Republic of Korea (hereinafter, Korea) has
shown a great commitment to cooperating with ASEAN member states and India.
Starting with the establishment of a sectoral dialogue partnership in 1989, Korea has
developed a comprehensive partnership with ASEAN over the years. The ASEANKOREA FTA was completed in 2009 and the elevation of bilateral relations to a
‘strategic partnership’ in 2010 served as a momentum to strengthen our economic
and security partnership. By sharing cultural proximity rooted in Asian values,
ASEAN and Korea have also enjoyed robust socio-cultural exchanges. Meanwhile,
regarding to India and Korea relations, both countries established a long-term
cooperative partnership for peace and prosperity in October 2004 as a channel to
enhance mutual interests between the two countries. Korea has further deepened its
relations with India by concluding the CEPA in 2009 and upgrading its relations into
a ‘special strategic partnership’ in 2015.
The New Southern Policy (hereinafter NSP), announced in November 2017 in
Indonesia, has further deepened Korea’s strategic partnership with ASEAN and
India under the vision of achieving a ‘People-centered Community of Peace and
Prosperity.’ ASEAN-Korea relations were developed to a level of Korea’s
diplomatic ties with the United States, China, Japan, and Russia. The India-Korea
Summit of 2018 adopted the Shared Vision for People, Prosperity, Peace, and the
Future to strengthen mid-to-long term bilateral relations. President Moon Jae-in
visited all ASEAN member states and had two summit meetings with India.
Moreover, the Korean government hosted the ASEAN-ROK Commemorative
Summit, launching the first Mekong-ROK Summit in 2019.
The NSP pursues the three pillars of People, Peace, and Prosperity as a
common foundation to realize its vision. ‘People’ aims to make safer, better lives
and greater interaction in the NSP region, that is, ASEAN member states and India.
‘Peace’ seeks a community where all are free from fear or threat. The goal of
‘Prosperity’ aims to create mutually beneficial and future-oriented economic
cooperation. The number of visitors, trade volume, and investment between Korea
and the NSP region has unprecedently increased with the help of NSP partners’
policies.
The NSP has since evolved into the NSP Plus amid the Covid-19 pandemic and
the US-China rivalry. Korea and NSP partners together have to overcome the global
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health crisis and reconstruct global value chains to ensure the safety of the people
and free trade in the region. To achieve these goals, the Korean government presented
an upgraded version of the NSP in November 2020, reflecting changes in the current
environment for cooperation. The NSP Plus promotes seven Initiatives as follows:
1) comprehensive healthcare cooperation, 2) sharing Korea’s education model for
human resource development, 3) promotion of mutual cultural exchanges, 4)
formation of mutually beneficial and sustainable trade and investment, 5) support
for rural villages and urban infrastructure development, 6) cooperation in future
industries for common prosperity, and 7) cooperation for safe and peaceful communities.
In this context, this publication aims at examining the progress of the NSP Plus
and discussing a way forward for sustainable cooperation between Korea and NSP
partners. It comprises four sections and eighteen chapters. Section 1 provides
overviews of the NSP Plus from the perspectives of Korea, ASEAN, and India to
evaluate the NSP in a more comprehensive manner. Sections 2 and 3 deal with a
sectoral analysis of the NSP Plus including trade, investment, infrastructure, human
resource development, and security in the divisions of ASEAN and India. Section 4
summarizes the progress of NSP Plus in the region, suggesting prospects and future
tasks to further expand cooperative relations between Korea and NSP partners.
I would like to express my deepest gratitude to the distinguished scholars from
Korea and NSP partners who have gladly contributed to this publication. Special
appreciation goes to honorable ambassadors for their insightful overviews of the
NSP Plus: Ambassador Kim Young-sun, Ambassador Shin Bongkil, Ambassador
Ong Keng Yong, and Ambassador Mohan Kumar. I am also grateful to our research
fellows and senior researchers in the New Southern Policy Department at the Korea
Institute for International Economic Policy (KIEP), who managed the whole
publication process and contributed two chapters in Section 4.
I hope that this publication can promote active discussions on new visions and
policy proposals for the New Southern Policy Plus, as we work to advance together
in the fast-changing global environments.
Korea Institute for International Economic Policy
KIM Heungchong, President
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I
Overview

The New Southern Policy Plus and
ASEAN-Korea Relations
Young-sun Kim*

1. Introduction

1

1

For the first time in history, the 21st ASEAN-Republic of Korea (ROK,
hereinafter, Korea) Summit was held via videoconference on November 20,
2020 as a result of the COVID-19 pandemic. Normally, the Summit would
have been held in the ASEAN Chair country, which in this case was Viet Nam.
Key discussion topics during the Summit were largely on the review of
the current status of the ASEAN-Korea cooperation and future areas for
collaboration. In line with this, President Moon Jae-in announced the ‘New
Southern Policy Plus (NSP Plus) Strategy’, which has turned into another
important step forward reinforcing and strengthening the ASEAN-ROK
Strategic Partnership. ASEAN leaders indeed welcomed this new initiative
and looked forward to the implementation to foster closer cooperation in
coming years. To give a brief overview, the NSP Plus lays out the seven key
areas of cooperation, focusing on comprehensive public health, human
resources, and future industries. Leaders of ASEAN and Korea concluded the
Summit by agreeing to work together and take the lead in the post-COVID-19
era through the ASEAN Comprehensive Recovery Framework (ACRF) and
its Implementation Plan as well as the NSP Plus Strategy.
Building upon the three years of the implementation of the New Southern
Policy (NSP), the NSP Plus is an upgraded version of the policy reflecting
changes in ASEAN-Korea cooperation and international circumstances
triggered by the COVID-19 crisis, increasing US-China tensions, and tendencies
*

Former Secretary General of ASEAN-Korea Centre and former Korean ambassador to the
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toward protectionism. The introduction of the NSP Plus is the clear reaffirmation
of the Korean government’s determination to further solidify cooperation with
ASEAN.
This paper aims to explain the background of the birth of the NSP and its
characteristics and examine its achievements so far. Moreover, it will elaborate
on the process leading up to the upgrade of the NSP to the NSP Plus and its
future direction going forward to suggest what is needed for the NSP to be a
part of Korea’s major foreign policy initiatives. Although the focus of the NSP
is not only on ASEAN but also on India, this paper concentrates on the
ASEAN-Korea relations in particular.

2. Background and Significance of the New Southern Policy
Soon after taking office in May 2017, President Moon Jae-in announced
the NSP to elevate ASEAN and India relations to a level comparable to the
four major powers, namely the US, China, Japan, and Russia, and dispatched
a special envoy to ASEAN (Philippines, Indonesia, and Viet Nam). This was
a historical milestone as it was the first time that Korea dispatched a
Presidential envoy to countries other than the four major powers upon the
inauguration of the new administration. It indeed marked a new beginning for
ASEAN-Korea relations. In November 2017, President Moon declared the
launching of the NSP and unveiled the ‘ASEAN-Korea Future Community
Vision’ on the occasion of his visit to Indonesia and the Philippines. The NSP
has as its core principles the 3Ps, 1) a ‘people community’ where people
connect heart to heart, 2) a ‘prosperity community’ that thrives through
reciprocal economic cooperation, and 3) a ‘peace community’ that contributes
to peace in Asia through security cooperation.
Korea has been developing a mutually beneficial relationship with
ASEAN in various fields since the establishment of a dialogue partnership in
1989. The NSP was announced during the course of this development of
relations, taking into account the growing strategic importance of ASEAN,
diversification of Korea’s foreign policies, and the evaluation and reflection of
the past ASEAN policies.1

1

Kim (2021), Kim (2019).
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First, the ASEAN Community comprised of 3 pillars in the areas of
political-security, economy, and socio-culture was launched at the end of 2015
with the motto of ‘One Vision, One Identity, One Community.’ This is a great
reflection of the peace and prosperity that ASEAN has brought to the region
since its establishment in 1967. ASEAN, with a population of about 660
million and a GDP of USD 3 trillion, has transformed into a dynamic region
with a solid foundation for economic growth. Also, ASEAN is situated in a
location that is of strategic importance across the Asia-Pacific and the Indian
Ocean regions. More attention has been paid to ASEAN’s economic potential
and strategic importance than ever in this regard.
Second, Korea attempted to expand its diplomatic horizon amid the
strategic competition among the major powers by diversifying foreign policies
which were largely preoccupied by the four major powers in the past. This can
be defined as middle power diplomacy, in contrast to major power diplomacy.
The NSP is aimed at enhancing strategic leverage by expanding autonomous
space in the rivalry between major powers. In particular, the perception of
ASEAN as a post-China destination to Korea emerged in 2016 when the
Korean economy got hit severely by the dispute with China over the Terminal
High Altitude Area Defense (THAAD) system. Under the foreign policy
visions of the Moon Jae-in administration, the NSP is not a separate standalone policy but rather linked to targeting the Far East and Eurasia regions at
large to create a ‘prosperity pillar’, which will then be connected to the ‘peace
pillar’ of Northeast Asia for promoting the Northeast Asia Plus Community of
Responsibility.
Third, Korea failed to maintain consistency in its ASEAN policy
following the changes of the government. ASEAN relations in the context of
foreign policy have been perceived as the subcategory or secondary diplomatic
agenda due to the absence of an independent policy, particularly being affected
and overshadowed at times by fluctuations in major power relations and North
Korean issues. Also, Korea’s approach to ASEAN was seen as rather selfcentered and transactional.2 Against this backdrop, the launching of the NSP
was considered timely and well-received for its vision and aim of creating a
mutually prosperous and people-centered community.

2

The Strait Times (2018), “Three ways to improve ASEAN-South Korea ties” (July 3),
online article (accessed on July 7, 2021).
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3. Achievements of the New Southern Policy
The NSP is regarded as one of the most consistent foreign policies of the
Moon Jae-in government. It is difficult to find a foreign policy toward ASEAN
as active as the NSP in any other administrations of the past. President Moon
gave an impetus to the policy by paying official visits to all ten ASEAN
countries within the first half of his 5-year term, hosting the ASEAN-ROK
Commemorative Summit3 in celebration of the 30th anniversary of ASEANKorea relations, and launching the very first Inaugural Korea-Mekong Summit
as well.4 It was especially a great achievement that leaders of ASEAN and
Korea gathered at the Commemorative Summit to recognize that the vision of
the NSP is in line with the realization of the ASEAN Community and that they
will strengthen and enhance the strategic partnership across all areas in this
regard.5
The NSP no doubt resulted in many achievements across different areas.
Above all, the strengthening of the policy implementation infrastructure was
unprecedented. For instance, every aspect of policy implementation was
reinforced, ranging from the size of the organization, human resources, to
budget. These are very important factors in effective, systematic, and consistent
implementation of the policy. As a control tower, the Presidential Committee
on the New Southern Policy chaired by the Advisor to the President for
Economic Affairs was established. Moreover, the Bureau of ASEAN and
Southeast Asian Affairs was newly launched within the Ministry of Foreign
Affairs, and the status of Korea Mission to ASEAN was elevated as well. On
top of the organizational and human resources reinforcement, the budgets for
ASEAN-Korea Cooperation Fund, Mekong-ROK Cooperation Fund, ODA to

3

4

5

Korea is the only country to hold 3 commemorative summits among 10 dialogue partners
of ASEAN, which shows that the NSP’s implementation willingness and policy sincerity
has been well received by ASEAN.
The Mekong-Korea relations were elevated from a Foreign Ministers’ Meeting to the
Summit level in 2019 and it was agreed that the Summit would take place annually. The
1st Mekong-ROK Summit adopted the Mekong-Han River Declaration for Establishing
Partnership for People, Prosperity, and Peace, which specifically presented the vision and
future directions of the partnership.
ASEAN-ROK Joint Vision Statement for Peace, Prosperity and Partnership (November
26, 2019), Co-Chairs’ Statement of The 2019 ASEAN-ROK Commemorative Summit
(November 26, 2019) (accessed on December 1, 2021).
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ASEAN, and infrastructure finance have increased significantly. 6 KoreaSouth and Southeast Asia Business Coalition comprised of 31 organizations
including the Korea International Trade Association (KITA), Korea TradeInvestment Promotion Agency (KOTRA) and Korea Chamber of Commerce
(KCCI) was formed to collect input from business circles and the ASEAN and
India Business Desk was installed within KOTRA to support private businesses.
Furthermore, the ASEAN and Indian Studies Center was established at the
Korea National Diplomatic Academy of the Ministry of Foreign Affairs and
has held the annual Think-Tank Strategic Dialogue conference with ASEAN
counterparts.
Korea selected about 90 projects from each department based on the 3P
pillars of People, Prosperity, and Peace of the NSP and began to implement
them shortly after. Even though the COVID-19 pandemic has brought about
numerous challenges in the process, cooperation with ASEAN up to 2019
increased remarkably due to the Korean government taking an active lead.
In the ‘People’ pillar, a wide range of efforts such as improvements in the
visa system as well as the open skies agreement have been put into place to
foster people and cultural exchange between ASEAN and Korea. Human
resource development projects were also expanded, including the Global
Korea Scholarship. Such endeavors greatly contributed to increasing cultural
exchange as well as promoting mutual understanding of the people between
the two sides, particularly the youth.7
In the ‘Prosperity’ pillar, much progress has been made. In terms of trade
and investment, two-way trade has increased from USD 135.6 billion in 2016
to USD 156.5 billion in 2019. ASEAN became the second-largest trading
partner to Korea after China and Korea’s investment in the ASEAN region

6

7

The volume of the ASEAN-Korea Cooperation Fund was increased from USD 7 million
to USD 14 million in 2019. The size of the Mekong-ROK Cooperation Fund was doubled
to USD 2 million in 2019 and increased to USD 3 million in 2020. The Korea
International Cooperation Agency (KOICA) announced in 2019 that it would double its
ODA for six Southeast Asian countries by 2023.
Since its opening in 2017, the ASEAN Culture House in Busan, Korea, contributes greatly
to deepening mutual understanding and facilitating two-way cultural exchange by
showcasing ASEAN art and culture to the general public. Korea is the only country that
operates the ASEAN cultural center among non-ASEAN countries. The ASEAN-Korea
Centre, an intergovernmental organization, also implements various two-way sociocultural cooperation projects.
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increased significantly from USD 5.3 billion in 2016 to USD 9.5 billion in
2019ASEAN has also emerged as the region where Korea has the largest
number of infrastructure projects as well as being seen as an attractive market
for Korean financial companies. Most importantly, Korea’s investment in and
trade with ASEAN in 2020 have not been significantly affected despite the
impact of the COVID-19 crisis.8 A year-on-year comparison of the amount of
ASEAN-Korea trade and investment shows that they decreased only by 4.9%
and 4.1%, which respectively equals USD 143.8 billion and USD 9.2 billion
in value. Moreover, the total share of Korea's ASEAN trade and investment
slightly increased from 14.5% and 15.4% to 14.7% and 16.7%.9
In the ‘Peace’ pillar, ASEAN and Korea have agreed to work together
based on the common understanding to bring peace to the Korean Peninsula
as well as to the Indo-Pacific region. One notable aspect is that ASEAN
expressed its readiness to play a constructive role in the Korean Peninsula
peace process, while Korea showed its support for the ASEAN Outlook on the
Indo-Pacific and sought for ways of maritime cooperation.10

4. Challenges and Opportunities of the New Southern Policy
The global outbreak of COVID-19 has triggered a world-wide public
health crisis. It did not take long before economies began to stagnate and
restrictive measures on people-to-people exchanges were in place. With no
exception, this has affected the implementation of the various NSP projects.
On top of the pandemic, the intensification of US-China rivalry and rising
nationalism and protectionism have called for a shift in the international
cooperation paradigm.
The COVID-19 pandemic poses many challenges for ASEAN and Korea.

For ASEAN, Korea was the 4th largest trading partner and 5th largest investment partner
in 2020.
9 Korea International Trade Association K-stat DB (accessed on June 7, 2021), ExportImport Bank of Korea Overseas Investment Statistics in the Public Data Portal DB
(accessed on June 7, 2021).
10 Co-Chairs’ Statement of the 2019 ASEAN-ROK Commemorative Summit (November 26,
2019), Chairman’s Statement of the 22nd ASEAN-ROK Summit (October 26, 2021)
(accessed on October 31, 2021).
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The top priority amid this crisis would be to have proper quarantine measures
and the health care system prepared and ready. The concepts of human
security, safety, and resolving discrimination are indeed highlighted in current
circumstances. In addition, the vulnerability of globalization has surfaced
through the pandemic, and movements towards de-globalization and
regionalism have been brought up again for the reorganization of the
international order. Restriction on a free flow of human resources and goods
highlighted the importance of the non-contact method of business and strongly
encouraged the transition to a digital economy. The reorganization of the
global supply chain thus became inevitable in this regard.
Against this backdrop, there are legitimate questions to be answered: 1)
Does the NSP have the same level of relevance in this changing domestic/
international landscape? 2) Could ASEAN as a key partner bring benefits to
Korea in the post-COVID-19 era and vice versa? 3) How can the NSP bring
positive changes in terms of raising awareness and promoting mutual
understanding between the people of ASEAN and Korea? and finally 4) What
would be the best ways forward to effectively and consistently pursue and
implement the NSP?
Despite many challenges, ASEAN is seen to have responded relatively
quickly to the COVID-19 crisis. In April 2020, the Declaration of the Special
ASEAN Summit on Coronavirus Disease 2019 was adopted to foster
collective action against the pandemic. In addition, a Special ASEAN Plus
Three Summit was held and close discussions on possible areas of cooperation
with external partners and even international organizations were facilitated.
The Korean government expeditiously supported these initiatives and efforts
put forward by ASEAN by contributing medical supplies and equipment,
sharing its experiences and know-how, and actively participating in the
ASEAN Response Fund and ASEAN Regional Reserves of Medical Supplies
for Public Health Emergencies. ASEAN’s exit strategy from this crisis is well
illustrated in the ASEAN Comprehensive Recovery Framework (ACRF) and
its Implementation Plan, which was officially adopted at the 37th ASEAN
Summit in November 2020. The Initiative includes five broad strategies and
key priorities on Enhancing Health Systems, Strengthening Human Security,
Maximizing the Potential of the Intra-ASEAN Market and Broader Economic
Integration, Accelerating Inclusive Digital Transformation, and Advancing
Towards a More Sustainable and Resilient Future with key focus areas
outlined for each field. This could create a major synergetic effect with the
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seven Initiatives of the NSP Plus as they share a great deal of common ground
with one another.
Although most of the ASEAN countries have experienced many hurdles
and challenges posed by the COVID-19 outbreak, they are also expected to
achieve relatively high economic growth once they come out of the crisis.
With the prospect of the pandemic coming to an end and the recovery of the
global economy, the importance of ASEAN as a production base and
consumer market is emerging. In particular, ASEAN is perceived as an
alternative to the China risk. In the process of accelerated reorganization of
global value chains, ASEAN is expected to absorb the demand for relocating
production bases out of China and have more investments flowing into the
region in this regard. According to the ‘Asian Development Outlook 2021’
published by the Asia Development Bank (ADB) on April 28, 2021, ASEAN
grew minus 4% in 2020 but looks ahead to achieving 4.4% and 5.1% of growth
rate in 2021 and 2022 respectively.
Over time, ASEAN-Korea relations have developed into an inseparable
and closely inter-connected partnership. There are more than 16,000 Korean
companies operating in ASEAN and about 360,000 Korean people living in
the region, while around 647,000 ASEAN citizens are staying in Korea,
comprising 64,000 marriage immigrants, 201,000 migrant workers, and
64,000 students.11 ASEAN is also the most favored tourist destination of the
Korean people, with the number of Koreans visiting ASEAN having reached
around 10 million in 2019. This number is the second highest after China
among all non-ASEAN countries. In the same year, approximately 2.7 million
ASEAN citizens visited Korea. The Korean Wave is very popular among
ASEAN citizens and understanding of ASEAN among the Korean people is
also growing. Above all, ASEAN and Korea share common traits in history,
culture, vision and values, national development goals and processes, and
regional strategies as middle powers. Over the years, ASEAN and Korea have
become reciprocal partners which are now indispensable to each other. More
importantly, for Korea, there are no vestiges of colonialism, neither does it
carry any hegemonic intention in the geopolitical game in the region.
Therefore, ASEAN and Korea can develop a genuine and long-lasting
partnership based on their commonalities and complementarities.
11
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4. Background and Significance of the New Southern Policy Plus
The COVID-19 crisis indeed brought about great difficulties regarding
the implementation of the agreed projects of the NSP. The initial goal of the
NSP, which aimed to further enhance the partnership by reaching USD 200
billion in trade and 15 million in people-to-people exchange, has become
impossible to achieve for the time being. Therefore, changes and adjustment
of priorities and implementation of the projects have become inevitable.
For more effective implementation of the policy, objective evaluation and
review of the current issues in the lined-up projects are required. Korea, in this
regard, formed a task force to have a thorough look at the implementation plan
of the NSP. 12 This task force moved away from the traditional way of
government-led one-way evaluation to inviting experts and various stakeholders
in ASEAN and Korea for discussions and conducting policy demand surveys
to come up with more sophisticated results.
According to the results of this evaluation, the following points have been
noted as issues to be addressed:
1) Some projects are not focused on a clear strategic goal and lack close
consultations with ASEAN counterparts. This might lead to a
mismatch with ASEAN demands and needs.
2) There is a need to clarify the definition of “People” for designing
more appropriate projects in this space. Particularly in the postCOVID-19 era, we need to expand projects related to human security
and quality of life. Further sophistication of projects is thus necessary.
3) Balanced cooperation with the ASEAN countries might be hampered
as the share of the development could lean towards certain countries.
Chronic trade imbalance still remains unsolved.
4) Projects in the ‘Peace’ pillar are weighed largely on the areas of nontraditional security, hence more focus should be put on regional
strategy, and active cooperation with the initiatives of the major
powers in the region.
12

The Korean government embarked upon upgrading the NSP after the ASEAN-ROK
Commemorative Summit in November 2019. However, this initial plan has been
reviewed to take a more comprehensive approach as a result of the outbreak of COVID19. Originally, it was to be named ‘NSP 2.0’ but came to be called ‘NSP Plus’ due to
the ambiguous distinction between the NSP 1.0 and 2.0.
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5) Although general understanding of the NSP has been improved,
awareness regarding the benefits and specific contents remains
relatively low despite the Korean government’s efforts to promote the
policy. This is highlighted more in ASEAN countries. For instance,
results from the survey conducted by the ISEAS in Singapore among
a Southeast Asia expert group are rather disappointing; the importance
and influence of Korea within the ASEAN region is rated much less
in comparison to other countries. It could be due to the fact that this
survey concentrated on major power relations such as US-China and
US-China-Japan-EU. However, Korea is not ranked high for its
reliability and visitor preference, either.13
Therefore, the NSP Plus was introduced at this point as a new
implementation strategy that reflects the changes in the policy environment
and demands for ASEAN-Korea cooperation three years after the launching
of the NSP.14

5. Policy Directions and 7 Initiatives of the NSP Plus
The NSP Plus embodies seven initiatives for cooperation and lays out five
policy directions or principles in order to systematically implement the
Initiatives. The NSP Plus aims to bring benefits to the people of ASEAN and
Korea, promote shared growth, coordinate the policy with ASEAN and other
country initiatives for international collaboration, and ensure policy sustainability
by reinforcing its reliability. The introduction of the NSP Plus is the clear
reaffirmation of the Korean government’s determination to further solidify
cooperation with ASEAN and to continue developing ASEAN strategy as a
part of Korea’s major foreign policy endeavors. The seven initiatives of the
NSP Plus are as follows.15

13

14
15
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Tang et al. (2020), Although the rating improved overall in the 2021 Survey, Korea’s
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5-1. Combating COVID-19 and beyond
In light of the fact that overcoming the COVID-19 crisis is the most urgent
task for all countries, the NSP Plus has its top priorities set on cooperation in the
areas of quarantine and public health. The Korean government plans to play a
part in strengthening the crisis response system by providing quarantine
supplies, sharing best practices and promoting comprehensive public health
cooperation by supporting capacity building programs. Also, this initiative
will be linked to Broad Strategy 1: Enhancing Health Systems in the ACRF.
In addition to its contribution to the Covid-19 ASEAN Response Fund, the
Korean Government will further contribute to the COVID-19 Vaccines
Advance Market Commitment (COVAX AMC) for supporting equitable
access to vaccines. The US and Korea agreed to establish a comprehensive
Global Vaccine Partnership on the occasion of President Moon’s visit to the
US in May 2021. This US-Korea partnership is expected to contribute to
meeting the increasing demand for safe COVID-19 vaccines in the ASEAN
region as well.

5-2. Supporting people-centered education and human resources
development
As part of cooperation initiatives for ‘People-centered’ approaches, the
NSP Plus targets capacity building through education and human resources
development, and ultimately promotes activation of future-oriented people-topeople exchanges. This particularly focuses on sharing Korea’s experience
and know-how in fostering skilled personnel and advancing school education
in the COVID-19 era including but not limited to the operation of virtual
classes.

5-3. Promoting a deeper mutual understanding through two-way
cultural exchanges
Deepening mutual understanding and awareness by expanding two-way
cultural exchange is crucial to sustaining cooperative relationships. Virtual
cultural exchange will be promoted in the post-COVID-19 era utilizing digital
technology by, for instance, establishing the Digital Cultural Experience
Centers in ASEAN and Korea. Cooperation in the cultural industry will also
be enhanced by linking it to the Korean Wave and ASEAN culture.
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5-4. Promoting mutually beneficial and sustainable trade and
investment
The NSP Plus further aims to foster mutually beneficial and sustainable
economic cooperation by reinforcing ASEAN’s industrial competitiveness
and capacity building of SMEs and contributing to ASEAN economic
integration. Furthermore, efforts will be made to mitigate trade imbalances and
encourage Korean companies to carry out corporate social responsibility more
actively.

5-5. Enhancing quality of life through infrastructure development
The NSP Plus supports infrastructure development in rural areas by
sharing Korea’s experience and know-how and encourages Korean companies
to participate in ASEAN smart cities projects and pilot projects outlined in the
Master Plan on ASEAN Connectivity (MPAC) 2025. In addition to the
enhanced cooperation with the Mekong sub-region, new maritime cooperative
projects in the Brunei-Indonesia-Malaysia-Philippines-East Asian Growth
Area (BIMP-EAGA) sub-region will be promoted by establishing the BIMPEAGA-ROK Cooperation Fund.

5-6. Facilitating future industries with innovative technology
In preparation for the digital transformation in the post-COVID-19 era,
the NSP Plus highlights cooperation in future industries and non-contact
businesses, ranging from 5G, key areas of the 4th industrial revolution, to startups. It aims to launch the platforms for future industry cooperation such as
ASEAN-Korea 5G dialogue, ASEAN-Korea Industrial Innovation Centre,
and ASEAN-Korea Standardization Joint Research Centre. It also supports
start-ups by establishing the ASEAN-Korea start-up policy dialogue, K-startup Centre, and global venture fund.

5-7. Shaping a Community of greater safety and peace
The NSP Plus seeks to strengthen cooperation in non-traditional security
cooperation in areas such as climate change, marine and water resources,
natural disasters, and transnational crime and training of UN Peacekeeping
Forces. Through the NSP Plus, Korea also strives to reinforce bilateral and
multilateral policy dialogues with ASEAN and cooperate with the regional
28
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strategies of major countries such as the US and Australia through consultation.

6. The Way Forward
The COVID-19 pandemic is bringing an unprecedented paradigm shift to
the international order and calls for cooperation beyond the challenges in
quarantine and public health. Korea’s ambition with the NSP has also been
hindered by various difficulties that arose amid this crisis. The uncertainty and
unpredictability have swept through the international environment.
Circumstances in the ASEAN region are more complex as the US-China
strategic competition is escalating with the interests of different major powers
becoming entangled in the process. Unlike the former Trump administration,
President Joe Biden emphasizes democratic values and multilateralism, and
puts great emphasis on strengthening partnerships with allies through the
Quadrilateral Security Dialogue (QUAD) and AUKUS. This brings more
attention to how the regional order will evolve going forward.
However, many of the challenges are creating new opportunities to
deepen the cooperative relations between ASEAN and Korea. The relevance
of the NSP in terms of creating a people-centered community of peace and coprosperity has been highlighted even more for the post-COVID era where
human security is considered as one of the top priorities. Under such
circumstances Korea is placed in a suitable position to further engage in
middle power diplomacy as a benign partner to ASEAN. In fact, ASEAN and
Korea share the past experience of overcoming global crises in cooperation
with one another. For instance, the establishment of the ASEAN Plus Three
(APT) in 1997 led to the Chiang Mai Initiative which was launched in
response to the Asian Financial Crisis. Furthermore, the Global Financial
Crisis in 2008 facilitated the ASEAN-Korea FTA cooperative mechanism.
It is encouraging that ASEAN and Korean leaders have worked closely
to evaluate the partnership for further development in the midst of this crisis
and have reaffirmed that they will strengthen their strategic partnership based
on the achievements of the NSP. The mutually beneficial win-win partnership
between the two will be in place if the NSP Plus and the ACRF and its
Implementation Plan are well-aligned with one another. It is important to
ensure the steady and consistent implementation of the projects at this point to
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leave a legacy that the NSP is a successful policy of the Moon administration.
This will then provide a solid foundation for the NSP to continue as a key
ASEAN strategy going into the new administration next year. To this end, it
is crucial to consider the following elements.16
First, as the NSP has served as a backbone of the ASEAN-ROK Strategic
Partnership, its vision and principles on nurturing a ‘People-centered
Community of Peace and Prosperity’ with ASEAN should be consistently
emphasized and faithfully implemented. In this way, the NSP can be pursued
sustainably with legitimacy and credibility. In particular, the ‘People First’
principle should be upheld to develop a heart-to-heart partnership. The NSP
should focus on soft power diplomacy to differentiate itself from the policies
of other major powers. However, it is necessary to conceptualize more clearly
the definition of 3Ps (People, Prosperity and Peace) and clarify the scope of
cooperation and what is possible and what is not from Korea’s end.
Second, the NSP should be aligned to ASEAN’s strategies and initiatives.
This would be the key to developing more balanced and mutually beneficial
relations in response to where ASEAN has high demands. Without ASEAN’s
ownership and close cooperation, it is very difficult to produce concrete
outcomes and accomplishments. In this regard, it is noteworthy that ASEAN
and Korea agreed to advance practical cooperation and synergies among the
AOIP, the ACRF, and the NSP Plus at the ASEAN-Korea Summit on October
26, 2021.17
Furthermore, policies toward ASEAN and individual ASEAN member
countries need to be complementary and harmonious. We need to understand
what tasks are required to improve the integration process of ASEAN and
facilitate sub-regional cooperation in the Mekong region as well as cooperation
with individual ASEAN countries. We should also develop a diversified and
tailor-made strategy for each ASEAN country, as weighing too much on a
particular country may be a risk factor.
Third, although the NSP Plus has been recalibrated following the
principle of streamlining and focus, the implementation of projects should be

16
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carried out in accordance with the different categorizations of projects. For
example, it would be necessary to separate the signature and long-term
projects to highlight the legacy of the current administration. The more the
benefits of the project are translated and presented to the public, the more
support it will mobilize. Moreover, institutionalizing cooperative platforms
such as the ASEAN-Korea Financial Cooperation Center, K-start-up Centre,
ASEAN-Korea Science and Technology Cooperation Centre, ASEAN-Korea
Industrial Innovation Centre and ASEAN-Korea Standardization Joint Research
Centre is also necessary for sustainable cooperation. However, it is equally
important to make the platforms workable and sustainable through close
cooperation with ASEAN.
Fourth, an accurate and unbiased understanding, trust, and support of the
policy must prevail for the NSP to succeed. To achieve this, the NSP should
be able to address the demands and needs coming from the stakeholders of
ASEAN and Korea. ASEAN is a distinctive region in the sense that rapid
changes occur within the complex political socio-economic systems of each
country. As we can see from the recent Myanmar situation, there exists great
uncertainty and unpredictability in the region. In this regard, Korea needs to
be agile in terms of contributing to ASEAN’s unity, integration, and centrality
based upon the NSP’s vision and values. The turmoil in Myanmar is not only
a serious challenge to ASEAN, but also a test for the NSP.
Fifth, the NSP should reinforce its regional strategy elements to become
one of the key foreign policies of Korea. Korea often experiences strategic
dilemmas amid the growing rivalry between the US and China as it is
positioned to take a cautious or ambiguous stance. For example, Korea has
been reiterating its position that it supports ‘harmonious cooperation’ in
response to the separate calls from the US and China to participate in the IndoPacific Strategy and Belt and Road Initiative since choosing one particular side
is what Korea would like to avoid at all costs. However, Korea must make its
stance clear per issue and cooperate more proactively while conforming to its
values, principles, and national interests that reflect the reorganization of the
regional order. Hence, seeking strategic cooperation with like-minded partners
such as ASEAN becomes more important than ever. ASEAN announced its
key principles and specific areas of cooperation through the ‘ASEAN Outlook
on the Indo-Pacific (AOIP)’ in 2019. In connection to this, Korea should
activate multi-layered strategic dialogues at different levels including but not
limited to 1.5 or 2 track dialogues.
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In addition, the NSP should be strengthened to promote cooperation with
the regional strategies of major countries such as the US, China, Japan,
Australia, India, and the EU countries. Expansion of strategic dialogue with
countries other than ASEAN is a much-needed step for Korea to lay the
foundation for playing the role of coordinating regional strategies and
broadening the areas of cooperation. Taking this into account, it is significant
to note that President Moon agreed with President Joe Biden that the US and
Korea would ‘work to align the NSP and the US vision for a free and open
Indo-Pacific’ during his visit to the US in May this year. It is also noteworthy
that both leaders reaffirmed support for ASEAN centrality and ASEAN-led
regional architecture and acknowledged the importance of open, transparent,
and inclusive regional multilateralism. This is indeed a great milestone and
step forward for the NSP.18
On the other hand, there is a lack of proper linkage among the NSP, New
Northern Policy and the Korean Peninsula Peace Process due to the stagnated
relations with North Korea even though the NSP has been one of the major
initiatives in Korea’s foreign policy. Considering this, the NSP needs to be
further sophisticated and well-coordinated to become one of the solid pillars
of Korea’s foreign policy.
Sixth, the NSP should be developed in a way that leads ASEAN-Korea
cooperation to ultimately facilitate East Asia cooperation and integration. The
NSP should thus contribute to the peace and prosperity of East Asia through
its active links to ASEAN Plus mechanisms such as the ASEAN Plus Three,
East Asia Summit (EAS), ASEAN Defence Ministers’ Meeting Plus (ADMM
Plus) and ASEAN Regional Forum (ARF). The Regional Comprehensive
Economic Partnership (RCEP) is a great example of how close cooperation
with ASEAN led to a wider regional impact.
Last but not least, the NSP survey need to be conducted jointly with
ASEAN on a regular basis as a way to monitor the policy. More effective
implementation of the NSP would be possible as these surveys would serve as
a method to evaluate the trends and identify the level of policy awareness and
specific needs. Cultivation of ASEAN and Korean experts is absolutely
necessary in the long term in this respect. More importantly, bolstering
Southeast Asian and ASEAN studies at Korean universities and academic
18
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institutions is an urgent task.
A crisis could be a seed of opportunity for new beginnings. The postCOVID-19 era will serve as new momentum for the NSP to elevate Korea’s
partnership with ASEAN and India, and to contribute positively to the
formation of a new regional order. If Korea works closely with the countries
involved in the NSP to overcome such a global crisis while following its vision
and objectives, the NSP will continue to be a key foreign policy of Korea. In
this process, both ASEAN and Korea will be one step closer to the destination
of realizing the vision of a ‘People-Centered Community of Peace and
Prosperity’.
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The New Southern Policy Plus and
India-Korea Relations
Bongkil Shin*

1. Introduction

2

1

It is not always easy to make a radical departure from the traditional
foreign policy paradigm of a country. Doing so calls for bold and dynamic
leaders, who can drive and manage the change in the foreign policy orientations.
The New Southern Policy (NSP) of President Moon Jae-in’s administration
seeks to expand the Republic of Korea (hereinafter, Korea)’s diplomatic
horizon to ASEAN member countries and India. This, no doubt, is a
significant departure from Korea’s traditional foreign policy which for
decades had revolved around world’s four big powers – the US, China, Japan
and Russia, and in particular, the US and China. It also signifies Korea’s
growing national power and its ability to exercise influence across the region.
The preponderance of the US and China in Korea’s foreign policy had its
share of problems, which only grew with time. It became all the more evident
with the US on Trump administration’s excessive cost sharing demand for
American troops deployed in Korea and with China on its punitive actions
against Korean businesses, causing billions of dollars of loss to them over
Seoul’s decision to deploy THAAD missile defence system. Against this
background, President Moon Jae-in sought to follow a more independent
course and unveiled the NSP to supplement Korea’s traditional foreign policy
position focusing on four major powers – the US China, Japan and Russia.
It was almost at the same time when the NSP was launched, I was
dispatched as Ambassador to India, one of the target countries under the NSP.
My job was to prioritize Korea’s partnership with India in furtherance of the
*
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mandate of the new policy. After my arrival in New Delhi, I have had quite a
few occasions to meet Mr. S. Jaishankar, incumbent Minister of External
Affairs of India, who had then retired as the Foreign Secretary and joined Tata
Group. I recall that in one of our private conversations, he told me that Prime
Minister Narnedra Modi believed in intrinsic strength of Korea-India ties and
had a vision of stronger Korea-India strategic partnership. With the vision and
agenda of a stronger Korea-India ties, Prime Minister Modi visited Korea in
May 2015 but was disappointed to sense a lack of enthusiasm from the Korean
side. Mr. Jaishankar told me in a measured way ‘probably Korea was too busy
with other things’. Much of what Mr. Jaishankar shared was true and since the
installation of President Moon’s administration in May 2017, there has been a
sea change in Korea-India partnership.
I served as Ambassador in the country for almost three and half years.
With this first-hand-experience over a reasonable period of time, I can say with
a great degree of certainty that the NSP has been a path-breaking foreign
policy initiative of President Moon Jae-in’s administration in so far as
transformation of Korea-India ties is concerned.

2. Significance of the New Southern Policy
The New Southern Policy is, indeed, new in all respects - new in outlook,
new in partnership and new in policy thrust. While Northeast Asia has always
been at the core of Korea’s foreign policy initiative, never before has Korea
announced any policy of engagement with India.
The significance of the NSP for Korea-India partnership, as I see, are as
follows:

2-1. India on Korea’s Foreign Policy Radar for the First Time
Under the NSP, India figures prominently on Korea’s foreign policy radar
for the first time. Before the launch of the NSP, India remained outside the
ambit of Korean foreign policy initiatives for various reasons. The NSP has
expanded Korea’s diplomatic outreach to India. The NSP reckons the true
importance of India, as a strategic partner in the fast changing geo-strategic
and geo-economic realities of the Asian region. India has economic heft and
strategic weight to reshape economic and geo-political landscape of the Asian
36
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region. In this sense, India eminently qualifies to be a major partner for Korea
at par with Korea’s traditional major powers. With the change of the
government in Korea, it was clear to the new leadership that time has come to
prioritize Korea’s relations with India. Immediately after assuming office in
May 2017, President Moon Jae-in dispatched a Special Envoy to India in June
2017 with a personal message for Prime Minister Narendra Modi to explain
his diplomatic vision and to convey his desire to upgrade Korea-India relations
to the next level. This was for the first time that Korea sent a Special Envoy to
India in its diplomatic history.

2-2. Diversify Diplomatic Outlook from the Traditional 4 Major Power
Oriented Policy
It is also for the first time that the Korean government officially announced
the need for diversifying its diplomatic engagements which was focused on its
four major traditional partners by way of increasing its outreach to southern
neighbors. For over five decades, the US, China, Japan and Russia were at the
core of Korea’s diplomacy as the geopolitical situation surrounding the Korean
Peninsula warranted such a stance. Today, the global balance of power is
changing and new power equations are emerging. This impelled Korea’s foreign
policy to break free from the contours of Great Power engagement to forge
equally important strategic partnership with India and ASEAN.

2-3. Pre-Designed Policy Initiative
The NSP is a well-conceived, well-thought-out and well-prepared policy
initiative. The policy is the outcome of intensive discussions and deliberations
that preceded its official announcement. The policy was announced on
November 9, 2017 during President Moon Jae-in’s visit to Indonesia but it was
conceived and had been in making much before President Moon Jae-in’s
election. His campaign committee discussed the contours of the policy. Post
elections, a number of significant steps were taken to turn President Moon’s
vision into a policy framework. In February 2018, the Center of ASEAN and
Indian Studies was opened in the Institute of Foreign Affairs and National
Security (IFANS) of the National Diplomatic Academy (KNDA) to develop
mid-to-long term strategies to implement the New Southern Policy. In August
2018, a special committee, the Presidential Committee on New Southern
Policy, was created to design key elements of the NSP programs, implement
The New Southern Policy Plus and India-Korea Relations

37

these programs and coordinate various initiatives by ministries and agencies
under the NSP umbrella.

2-4. Synchronization with Act East Policy
Korea’s New Southern Policy is in sync with India’s Act East Policy.
Both policies have much the same focus, priorities and direction. The synergy
between the two policies provides the two countries with new avenues for
cooperation across a range of areas and make the partnership a strong element
in contributing to the evolving regional economic and security architecture in
Asia. India’s tilt towards Korea in its Act East Policy was much to do with
Prime Minister Modi’s own fascination for Korea. Prime Minister Narendra
Modi has always looked at Korea as the “role model” for India’s economic
transformation. Speaking at the Investors Summit in the Indian State of
Uttarakhand in October 2018 and recalling his days as Gujarat Chief Minister,
he had said, “I was once asked what I would consider an ideal model for
Gujarat. Generally, one would expect a reply such as America or England, but
I wanted to make Gujarat like Korea.” As a Prime Minister, his belief in
Korea’s innate strength in driving India’s growth story has only grown
stronger. This is well captured in Prime Minister Narendra Modi’s speech at
the India-ROK Business Symposium during his state visit to Korea in in
February 2019 when he said, “Even when I was Chief Minister of the state of
Gujarat, I travelled to Korea. Korea was, and still remains, a role model of
economic growth for India”.

2-5. Harmony with Indo-Pacific Strategy
Much like the complementarities in the New Southern Policy and the Act
East Policy, there are areas of synergy between the NSP and the US IndoPacific Strategy. Economic growth, regional prosperity, peace, stability and an
open, inclusive and rule-based order in the region are some of the common
elements for cooperation with the region in the two initiatives. Korea is
engaging with the Indo-Pacific region in the framework of the NSP. Korea is
cognizant that given the geo-political shift, Indo-Pacific is going to be the 21st
century’s locus not only for growth and development but also for global power
politics. Through the NSP, Korea is trying to find synergy and common
grounds with various Indo-Pacific initiatives to promote harmonious cooperation
in the region.
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2-6. People-centered Vision
The NSP is a people-centric policy which has put the people at the center
of bilateral engagements, underlying the dictum that the people’s interests are
the ultimate goal of all cooperation. The policy seeks to build a peoplecentered community of peace and prosperity through stronger people-centered
cooperative efforts. Indeed, no partnership, howsoever strong, can sustain for
long unless it is wholeheartedly supported by the people.

2-7. Top Leader’s Policy Drive
The NSP and the Act East Policy are being driven by the top leadership
of the two countries, who have invested a great amount of political capital in
the success of their hallmark initiatives. President Moon Jae-in showed
personal interest to craft the much-needed changes in the Korea’s foreign
policy, reflecting the changing geo-political and geo-economic realities of the
time. Both leaders are clear that the New Southern Policy and the Act East
Policy are the surest way to upgrade the Korea-India Special Strategic
Partnership, a defining partnership of this century.

3. New Southern Policy and Its Achievements on the Korea-India
Relationship
The NSP has three pillars or ‘3Ps’ – People, Prosperity and Peace. The
first pillar ‘People’ seeks to enhance people-to-people contacts and cultural
exchanges to connect both sides to lay a solid foundation for all-round
cooperation. The second pillar ‘Prosperity’ calls for mutually beneficial and
forward-looking economic cooperation to achieve shared prosperity. The third
pillar ‘Peace’ seeks a partnership of peace and trust to create a congenial
environment for the future.
Shored up with these three pillars, the NSP has been guiding Korea’s new
outreach to India, which has produced substantial results over the past four
years. During this period, Korea-India ties have witnessed a remarkable growth.

The New Southern Policy Plus and India-Korea Relations

39

3-1. Exchange of High-Level Visits
Korea-India bilateral relations gained great momentum with the exchange
of high-level visits. In a short span of eight months, the two countries
exchanged three state-level visits – President Moon Jae-in’s visit to India in
July 2018, Korean First Lady’s visit to India in November 2019 and Prime
Minister Narendra Modi’s visit to Korea in February 2019.
 President Moon Jae-in’s State Visit to India
President Moon Jae-in, having unveiled the NSP, pushed for an early
State Visit to India in July 2018. The Indian government extended a warm
welcome and provided exceptional hospitality to President Moon, recognizing
Korea as a true friend and a trusted partner. As many as 11 agreements,
including in the areas of trade, culture and scientific and technological
cooperation, were signed. President Moon and Prime Minister Modi were
together at 11 different occasions. They also took a metro ride together to visit
Noida, an industrial hub in the immediate neighborhood of the capital city of
Delhi, to inaugurate the world’s largest single unit smart phone factory of
Samsung Electronics. President Moon’s visit dominated the Indian media
space with both print and electronic media, covering the minute details of each
and every engagement of the visiting dignitary. I can recall that President
Moon’s visit distinctly stood out, amongst a large number of top world leaders
that visited India in the first half that year.
 Korean First Lady’s Separate Official Visit to India
President Moon’s visit was followed by the Korean First Lady’s official
visit to India in November 2018 as the Chief Guest on Grand Diwali Festival
in Ayodhya, the birthplace of legendary princess Huh who married to the
Korean King Kim Suro in the ancient time. This was the first-ever stand-alone
visit by the Korean First Lady to any country in the world.


Prime Minister Narendra Modi’s State Visit to Korea

In February 2019, Prime Minister Narendra Modi paid a return State Visit
to Korea despite all his preoccupations with the incoming general elections in
India. This time Prime Minister Modi’s visit to Korea was markedly different
from his earlier visit in May 2015. President Moon extended a red carpet
40
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welcome and the Korean media gave prominence to the visit. This time, Prime
Minister Modi’s desire to forge a much more robust special strategic partnership
between the two counties was reciprocated by President Moon in an equal
measure.
The three high-level visits in quick succession were truly unprecedented
in the history of Korea-India bilateral cooperation. These visits laid a solid
foundation for extraordinary growth in bilateral ties in the 3Ps – People,
Prosperity and Peace - which are the three verticals of the NSP.

3-2. India-Korea People-Centric Cooperation
In true spirit of NSP’s people-centric approach, much has happened
between Korea and India to enhance mutual understanding and friendship
between the two peoples which will underpin a more dynamic cooperation in
other areas between the two countries in days to come.


Facilitating People-to-People Exchanges

In line with the ‘People First’ approach of the NSP, Korea and India have
exerted maximum efforts to strengthen people-to-people contact and cultural
exchanges. The Cultural Exchange Program 2018-2022 was signed during
President Moon’s visit to India in July 2018. India extended Visa-on Arrival
facility for Korean nationals from October 1, 2018. Similarly, Korea extended
the Group Tourist Visa facility for Indian nationals from March 4, 2019. These
important measures encouraged greater contacts between our two peoples
which led to increase in the number of visitors between the two countries. As
many as 92,000 Indians visited Korea in 2019, while 175,000 Korean visited
India in 2019. The outbreak of the Covid-19 pandemic put a brake on growing
people-to-people exchanges in 2020.


Korean history in Indian School Text-book

Contents on Korea’s history, democracy and economic development
were included in Indian school text-books. For the first time, the World
History textbook for Class XI students published by the NCERT devoted full
six pages to Korea titled as ‘The Story of Korea” in May 2018. The chapter
traces the history of Korea from Joseon dynasty, which was the last kingdom
of Korea to the present-day Korea. It captures the strife and struggle of Korean
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people under Japanese colonial rule, Korea’s independence from Japanese
rule, division of Korea, the Korean War, founding of Korea and its rise from
one of the poorest countries in the world to an economic powerhouse and also
its journey from dictatorship to a vibrant democracy. The unique candlelight
revolution that led to the ouster of President Park Geun-hye’s government and
the election of President Moon Jae-in as the new President of Korea in May
2017 also finds mention in the chapter. There are also references of the Korean
War and the Korean print technology in two other NCERT books. This was
such a landmark development that President Moon in person during his joint
press statement with Prime Minister Modi on July 10, 2018, expressed a deep
sense of gratitude to the Government of India. In another milestone development,
the Government of India introduced Korean language as one of the foreign
languages at the secondary level of school education from July 2020. Efforts are
now on to set up an educational institute to train Korean language teachers to
support Korean language education in India.


Promotion of Korean Language

With the support of the Government of Korea and its relevant agencies in
pursuit of the NSP, more and more Indian universities, including top-ranking
ones, such as Jamia Millia Islamia (JMI), Indira Gandhi National Open
University (IGNOU), Manipur University, English and Foreign Languages
University, Hyderabad either started Korean language courses or upgraded the
Korean language program to the higher level. Jawaharlal Nehru University,
which already maintains Korean language and Korean studies programs of a
great standing in the whole of South Asia opened a ‘Korea Corner’ in October
2018. This is the first-ever multi-purpose cultural and public information
centre on Korea, which serves as an important resource centre for students,
scholars and all those who have appetite to learn more about Korea.


Rediscovering Historical and Cultural Bond

With the people at the center of government-to-government relations,
both Korea and India have made significant efforts to emphasize historical
bonds, emotional connect and the shared legacies between our two peoples. A
grand Princess Huh memorial is being built in Ayodhya to celebrate the ageold kinship relationship between our two peoples. The ground-breaking
ceremony of the memorial was held during the Korean First Lady’s visit to
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India, which is going to be completed this year. Prime Minister Modi during
his visit to Korea, installed a Mahatma Gandhi’s bust at the prestigious Yonsei
University of Korea, symbolizing the influence of Gandhi on the Korean
Independence Movement. India has developed a large public park in a
centrally located area of Delhi and named it as Indo-Korean Friendship Park.
This is perhaps the first park in Delhi which is dedicated to celebrate India’s
friendship with a particular country. The friendship park, besides being a
symbol of a strong Korea-India friendly relations, stands as a monument of
India’s contribution during the Korean War. The park was jointly inaugurated
by Indian and Korean Defence Ministers during the latter’s visit to New Delhi
in March 2021. Korea’s largest Buddhist Sect, the Jogye Order is constructing
the first Buddhist Korean temple in Bodh Gaya. Slated to be completed by
2022, the temple will celebrate the shared Buddhist connections between our
two peoples, giving a major boost to our joint efforts to enhance people-topeople exchanges.

3-3. Korea-India Cooperation in Promoting Shared Prosperity
With the unfolding of NSP, Korea-India economic cooperation have
experienced an unprecedented momentum.


Efforts to Boost Two-Way Trade

Two-way trade reached a new high of 21.5 billion US dollars in 2019.
The surge in trade, however, suffered a slowdown due to the impact of Covid19 pandemic in 2020. During President Moon’s State Visit, the two countries
set a new ambitious bilateral trade target of 50 billion US dollars to be achieved
by 2030 and agreed to speed up negotiations to upgrade existing Comprehensive
Economic Partnership Agreement (CEPA) to unlock bilateral economic
potential. Eight rounds of negotiations to upgrade CEPA so far have been held.


Investment Partnership

Several Korean companies have made significant new investment or
expanded their existing operations in India. The most significant investment
of 1.1 billion US dollars was made by Kia Motors to build its first automobile
factory in Ananthpur, Andhra Pradesh in September 2017 with an annual
installed capacity to produce three lakh vehicles. Last year, Kia Motors
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announced an additional investment of 54 million US dollars in its Andhra
Pradesh plant, which will increase its production by another 150 thousand
units. Samsung Electronics expanded its production capacity to 120 million
units of mobile phone per year. Korean textile and apparel major, Youngone
Corporation, is investing 40 million US dollars to set up a textile and apparel
factory in a textile park in the state of Telangana. Korean steel major, POSCO
is reviewing Indian government’s request to establish an integrated steel plant
in the country. Hyundai Motor India has announced an investment target of 1
billion US dollars from 2019 to 2024 to expand production capacity in its
Chennai plant.


Business Performance of Korean Companies

With a renewed focus to deepen Korea-India cooperation under the NSP,
major Korean companies have shown improved performance. Samsung
Electronics enjoys number one position in the overall Indian handset market
with a sizeable share of 24 per cent. LG and Samsung are the leading consumer
durables manufacturers in the country. They together account for about 46 per
cent domestic market share in electronics goods, such as TV sets, refrigerators,
washing machines, air conditioners, microwave ovens, etc. Hyundai Motor
India is the largest passenger cars exporter and the second largest car
manufacturer with 18 per cent share in the domestic market. Kia Motors ranks
4th with a market share of 7.3 per cent. SD Biosensor, a Korean bio-diagnostic
company, has supplied almost 70 per cent of India’s rapid test-kits demand. It
ramped up its capacity to produce rapid antigen testing kits to meet India’s
growing demand for the test-kits to fight the deteriorating Covid-19 situation
in the country. The company saw its sales grow from average 15 million USD
in pre-Covid period to 500 million USD in 2020.


Start-UP & SME Sectors

Dedicated efforts were made to promote cooperation in start-ups and
SME sectors. To this end, SMEs and Start-up bodies such as the Korean Startups and SMEs Association, Korean Start-up and SME Centre and India Global
Innovation Centre’ (GIC) were set up to materialize the huge potential of
bilateral cooperation in the sector.
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Infrastructure Development Cooperation

Korea extended a financial package worth 10 billion US dollars ‒ $1B as
official development assistance and $9B as export credit – for India’s
infrastructure development. Korea and India seek to utilize the ODA part of
the financial package for implementation of an Intelligent Traffic Management
System on Nagpur-Mumbai Super Communication Expressway and for
Bandra Government Complex Redevelopment projects in Maharashtra.
Despite the noteworthy progress in trade and investment ties, there still
remains a huge room for further deepening of bilateral economic ties, given
the size and complementarities of the two economies. The NSP will help
realize the untapped potential between the two countries in the coming time.

3-4. Korea-India Cooperation in Peace Building
In tandem with the progress in other areas, bilateral cooperation between
Korea and India in the ‘peace’ vertical of the NSP has also registered
impressive growth. In the arena of peace, cooperation in defence and security
matters received undivided attention in the agenda of both the governments.


Mutual Exchange of High-Level Defence Visits

An active mutual exchange of high-level visits in the field of defence took
place to bolster bilateral defence cooperation. The Minister of National
Defence of Korea paid an official visit to India in 2018, 2019 and March 2021,
while Indian Defence Minister visited Korea in 2020. During Indian Defence
Minister’s visit to Korea, an agreement was signed to extend logistical support
to each other’s navies, which is particularly significant from the strategic
perspective. Korean Army Chief of Staff and Korean Navy Chief came to
India in 2018 and 2019, respectively. Indian Army Chief visited Korea in
December 2020. This was the first-ever visit of an Indian Army Chief to
Korea. Commutatively, these visits lent a new momentum to growing defence
ties between the two countries.


Defence Industry Cooperation

In particular, important steps were taken to boost defence industry
cooperation. Most importantly, the two countries finalized a future roadmap
for cooperation in defence technology and co-production and sale of defence
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platforms to third countries. India established two defence industrial corridors
in the States of Uttar Pradesh and Tamil Nadu and invited Korean defence
companies to invest in defence manufacturing under the ‘Make in India’
flagship program. Many Korean defence firms have shown great interest to set
up their base in these defence corridors for manufacturing a range of military
hardware in India.


Korean Peninsula Peace-Making Process

India extended its full support to President Moon Jae-in’s efforts to settle
permanent peace and achieve denuclearization on the Korean Peninsula and
also implemented the sanctions imposed by International Community against
North Korea. Prime Minister Modi called India a stakeholder in the peace
process in the Korean peninsula.


Indo-Pacific Strategy

Korean diplomacy in India also kept a close watch on developments
around the Indo-Pacific Strategy. There was a newfound emphasis on IndoPacific construct in India’s diplomatic engagements. Major world powers
adopted their own version of the Indo-Pacific Strategy, recognizing the pivotal
role of India in promoting a free, open and inclusive Indo-Pacific region. In
the face of growing Chinese assertiveness in the region, the QUAD was
consolidated and the first-ever virtual summit meeting of the grouping took
place in March 2021. Recognizing the economic and strategic importance of
the Indo-Pacific region, Korea’s diplomacy emphasized harmonious cooperation
between the NSP and various Indo-Pacific initiatives to contribute to regional
stability and peace. In line with the growing geopolitical recognition of the
Indian Ocean, Korea joined India Ocean Rim Association (IORA) as a
Dialogue Partner in 2018.

4. The Way Forward
The NSP has made significant headway in the four years of its operation.
It certainly has a bright future ahead.
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4-1. Continuity of Policy
The NSP should continue beyond the term of the present dispensation of
President Moon Jae-in in Korea. Previous area-specific foreign policy
initiatives such as the New Asia Initiative and Northeast Asia Peace and
Cooperation Initiative were not carried forward by the new administrations
which came to power. But the NSP is different. It is pragmatic, substantive
and futuristic. Korea’s partnership with India will continue to grow with the
passage of time. Regardless of which regime comes to power, the underlying
spirit of the NSP should continue to guide Korea’s engagements with India in
future.

4-2. More Focus on India
There is need to bring about a proper balance in the NSP’s focus between
ASEAN countries and India. Over the course of the past four years, a tilt in
favor of ASEAN countries in Korea’s manifold engagements has been
discernable. Going forward, India must gain more prominence in the policy as
well. For that to happen, Korea needs to expand its diplomatic presence and
enhance manpower in missions in India. Expanding Korean diplomatic
presence in India is pivotal to forge a much more robust partnership with India.

4-3. Limitations
The NSP, while charting a new course, cannot essentially overlook
Korea’s limitations in having an explicit position on security and defence
issues in the region. Given the typical geo-strategic setting in which it has to
conduct its foreign policy, Korea’s foreign policy cannot but have to tread a
cautious path, particularly in the face of a fierce competition between the US
and China. Korea and India must understand each other’s compulsions,
appreciate each other’s position and move forward.

5. Conclusion
Truly, the NSP is the Moon Jae-in government’s pioneering foreign
policy initiative which factors in India as a strategic priority for Korea, hitherto
conspicuously absent in all previous foreign policy pronouncements. The NSP
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presents a new template to forge a genuine special strategic partnership with
India. Over the past four years of its operation, Korea-India ties have made
great strides along all the three verticals of the policy – People, Prosperity and
Peace. Being a forward-looking policy, which is rooted in geo-strategic and
geo-economic realities of the time, the NSP will continue to evolve and define
Korea-India partnership in times to come, whatever be the name given to it by
the incoming administration. This will be the Moon Jae-in government’s most
important legacy which will be bequeathed to the new administration when it
completes its term next year.
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Advancing the ASEAN-Korea
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1. Introduction
President Moon Jae-in’s New Southern Policy (NSP) introduced in 2017,
is a reflection of the natural progression of the ASEAN-Republic of Korea
(hereinafter, Korea) dialogue partnership established in 1989. Certainly,
ASEAN-Korea relations have expanded and deepened over the past three
decades, especially since the late 2000s. For the most part, the relationship has
focused less on security issues but mainly on strengthening economic and trade
linkages, as well as socio-cultural exchanges.
Additionally, ASEAN and Korea’s approaches towards each other have
typically been couched in terms of their respective relations with other regional
partners. While this ensures a less parochial basis for the ASEAN-Korea
partnership, it also suggests room to premise cooperation more fully on the
merits of the ASEAN-Korea relationship itself.
With the launch of the “NSP Plus” in November 2020, it would be timely
and relevant to look back at how ASEAN-Korea relations have developed, as
well as identify the opportunities to advance cooperation going forward despite
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the ongoing COVID-19 pandemic.
This chapter is organized as follows. We will first outline the development
of ASEAN-Korea relations from the establishment of sectoral dialogue partner
relations in 1989 to leaders’ summit-level interaction in 1997, and onwards to
2017, before proceeding to provide a brief overview of the goals and
achievements under NSP. We will then turn our attention to one potential
area for deeper cooperation as listed in the NSP Plus, the future industries of
the 4th Industrial Revolution.

2. Before NSP: ASEAN-Korea Relations over the Years
This section traces the evolution of ASEAN-Korea ties across the various
Korean administrations since Korea became a sectoral dialogue partner of
ASEAN in 1989 and until the launch of the NSP in 2017. We will focus on
the broad trends and overall evolution of the relationship and highlight areas
where cooperation has flourished and challenges that have hindered closer
collaboration.

2-1. Roh Tae-woo Administration (1988–1993)
Korea’s admission to ASEAN sectoral dialogue partner status in 1989
and full dialogue partner status in 1991 came after about a decade of
moratorium on new ASEAN dialogue partners and followed Seoul’s efforts in
“lobbying for entry for nearly a dozen years.”1 According to then Malaysian
Foreign Minister and Chairman of the ASEAN Standing Committee Chairman
Abu Hassan Omar, the move to grant Seoul full dialogue partnership was in
“recognition of the very close and substantial economic and trade ties”
between both sides.2
Subsequently, ASEAN-Korea cooperation expanded beyond the specific
sectors of tourism, trade, and investment, to include collaboration in broader
economic and socio-cultural matters such as development. To support these
initiatives, an ASEAN-Korea Cooperation Fund was established in 1990. As
1
2

Liat (Jul. 15, 1991), online article (accessed on May 12, 2021).
“ASEAN to admit South Korea as dialogue partner” (Jan. 17, 1991), online article
(accessed on May 12, 2021).
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a full dialogue partner, Korea was also accorded a seat at ASEAN’s postministerial conference.
The strengthening of ASEAN-Korea relations during this time took place
against the backdrop of changing regional and global dynamics. As Cold War
tensions wound down in the late 1980s and early 1990s, the then six-member
ASEAN was also reaching out to other Southeast Asian countries—efforts that
would later expand the membership of ASEAN to 10 Southeast Asian member
states—and evaluating requests for dialogue partnerships from China and the
Soviet Union. These reflected ASEAN’s considerations of the need to
diversify its networks amid the emergence of a new post-Cold War era.
On Korea’s part, President Roh’s administration implemented nordpolitik,
a policy aimed mainly at “secur[ing] stability and peace” in inter-Korean
relations and called for more diversified foreign relations. 3 Although
nordpolitik was focused primarily on countries in the communist bloc, such as
China and the Soviet Union, the expansion of Seoul’s foreign relations, in
general, would also serve to enhance its trade networks and economic prosperity.

2-2. Kim Young-sam Administration (1993–1998)
Under President Kim’s administration and within its policy framework of
segyehwa (or globalization), Korea continued to pursue closer ties with
ASEAN. While on a visit to Singapore in 1996, President Kim unveiled a fivepoint plan to boost relations with ASEAN. This involved collaboration to
promote values of democracy and market economy, strengthen economic
exchanges, support ASEAN efforts to enhance infrastructure and develop
human resources, establish a “bridge” between Southeast and Northeast Asia,
and advance knowledge in Korea about ASEAN and its member states.4
While some reports noted the increasing presence of Korean businesses
in some ASEAN member states, complementing the government’s approach,
others pointed out that in both trade and investment, the percentage share had
either remained relatively consistent or declined in the 1990s.5 Nevertheless,
by 1997—towards the end of President Kim’s tenure—Korea had offered

3
4
5

Roh (1992), p. 155.
Soh (Mar. 1, 1996), online article (accessed on May 13, 2021).
Bridges (2014), p. 37; “President Kim’s economic diplomacy highlights growing importance
of emerging markets” (Nov. 21, 1996), online article (accessed on May 13, 2021).
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US$13 million through the ASEAN-Korea Cooperation Fund to support 46
cooperation projects with the Southeast Asian association.6 Moreover, as then
President Kim’s Senior Secretary for Policy Development, Lee Kark Gum,
underscored, Korea was seeking to deepen cooperation with ASEAN not just
in economic issues, but also in the political sector.7
In July 1994, Korea became a founding member of the ASEAN Regional
Forum (ARF) along with 17 other participants. Given the ARF’s objectives of
fostering dialogue and building confidence on regional political and security
issues, it is perhaps unsurprising that Korea has sought to include the DPRK
issue on the ARF’s agenda. ASEAN’s responses to such efforts may have
fallen short of Korea’s expectations at times. However, over the years, the
Southeast Asian association has increasingly come to regard Korean Peninsular
dynamics as having an impact that reverberates beyond Northeast Asia to
affect the broader region.8
The Asian financial crisis that broke out in mid-1997 came as a shock to
many in the region because most regional economies had, up until then, been
enjoying strong growth and low inflation.9 The speed at which the financial
turmoil spread from country to country highlighted the interdependent nature
of regional economies, and more importantly, the need for better financial and
economic coordination. 10 Amid these developments, ASEAN-Korea ties
reached another institutional milestone when the inaugural summit between
leaders of the 11 countries was held in December 1997.

2-3. Kim Dae-jung Administration (1998–2003)
Assuming the Korean presidency in the midst of the Asian financial
crisis, President Kim proposed the formation of the East Asia Vision Group
(EAVG) to advance regional economic cooperation and regionalism. The
proposal was a response to what President Kim saw as the region’s inability
“to mount an effective collective response” to the ongoing economic

“Kim’s trip paves way for deepening of ties with S-E Asia” (Dec. 17, 1998), online article
(accessed on May 13, 2021).
7 Soh (Feb. 10, 1996), online article (accessed on May 13, 2021).
8 Bridges (2014), p. 44; Hundt and Kim (2011), p. 259.
9 Desai (2003), p. 86.
10 Thomas (2004), p. 192.
6
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meltdown.11 Comprising business leaders and experts from China, Japan,
Korea, and the ASEAN member states, the EAVG was chaired by former
Korean Foreign Minister Han Sung-joo, and it convened five times between
October 1999 and May 2001.
The final EAVG report listed 22 key recommendations to realize the East
Asian community, including the “[e]volution of the annual summit meetings
of ASEAN+3 into the East Asian Summit.”12 Although ASEAN member
states were initially “apprehensive” that the EAVG and the recommendation
for an “East Asian Summit” reflected Seoul’s attempts to extend the influence
of Northeast Asian countries in Southeast Asia, ASEAN eventually supported
both initiatives.13
As part of the ASEAN Plus Three, Korea also agreed to participate in the
Chiang Mai Initiative (CMI)—a currency swap mechanism—established at
bilateral levels in 2000 and multilateralized in 2010. ASEAN member states
would collectively contribute 20 percent, and the Plus Three countries would
collectively contribute 80 percent of the capital required. Out of the US$120
billion fund, Korea contributed US$19.2 billion.14
It was also during President Kim’s tenure that the DPRK was admitted
into the ARF, as inter-Korean relations took a positive turn with Korea’s
Sunshine Policy. This enabled the foreign ministers of both sides to meet for
the first time on the sidelines of the DPRK’s first ARF involvement in
Bangkok, Thailand, in 2000. Then Thai Foreign Minister, Surin Pitsuwan, said
that Pyongyang’s participation in the ARF was “a big step forward for security
and diplomacy in the region.” At the same time, President Kim remarked that
the DPRK was working “to prove it is a partner in the quest for security in East
Asia” and asked for Southeast Asian countries’ support to secure peace on the
Korean peninsula.15
As several scholars have noted, Seoul’s activism in regional affairs during
President Kim’s administration was very much linked to his personal vision

11
12
13
14
15

D. J. Kim (2006), p. 11.
East Asia Vision Group (2001), p. 4.
D. J. Kim (2006), p. 11; see also Chalermpalanupap (2005), p. 71.
Park (2011), p. 30.
Johnson (Jul. 26, 2000), online article (accessed on May 14, 2021); “South Korean
president asks for ASEAN’s help in peace efforts” (Nov. 27, 2000), online article
(accessed on May 14, 2021).
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for East Asian regionalism.16

2-4. Roh Moo-hyun Administration (2003–2008)
In contrast to his predecessor’s emphasis on broader East Asian regionalism,
President Roh’s foreign policy appeared to focus mostly on relations in
Korea’s near neighborhood and aimed to make the country an economic hub
and “balancer” in Northeast Asia. Such an approach “signal[ed] an end to
President Kim Dae-jung’s policy of external cooperation with East Asia and a
shift in policy approach to one oriented towards Northeast Asia.”17
Nevertheless, Korea became the sixth country outside of ASEAN to sign
the Treaty of Amity and Cooperation in Southeast Asia in 2004, paving the
way for it to be a founding member of the East Asia Summit in 2005.
It was also under the Roh administration that Singapore became the first
Asian country to conclude a free trade agreement (FTA) with Korea, which
entered into force in 2006. In addition to trade liberalization, the agreement
was “expected to help Korean companies in gaining a foothold into the
Southeast Asian market” and serve as “a significant step towards the
conclusion of an ASEAN-Korea FTA.”18 Subsequently, the ASEAN-Korea
Trade in Goods Agreement entered into force in 2007, and the ASEAN-Korea
Trade in Services Agreement entered into force in 2009.

2-5. Lee Myung-bak Administration (2008–2013)
While on a visit to Jakarta in March 2009, President Lee announced
Korea’s “New Asia Initiative” (NAI), a policy promoting strong Korean
engagement with all East Asian countries and ASEAN. This was meant to
indicate that Korea’s foreign policy was venturing beyond its traditional focus
of “the big four,” namely, China, Japan, Russia, and the United States.19
More broadly, the NAI was based on “Korea’s belief that it can play a
‘bridging’ role between large and small powers, as well as between the
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developed and developing economies.” 20 This was aligned with Korea’s
broader foreign policy vision of a “Global Korea,” which sought to enhance
the country’s role in international affairs. Korea’s hosting of the G20 Summit
in 2010 and the Nuclear Security Summit in 2012, for instance, were both
celebrated as diplomatic achievements in Korea’s quest to be a responsible and
significant member of the international community.21
Korea’s presence in Southeast Asia was also enhanced, especially in the
institutional and economic aspects. In addition to the ASEAN-Korea FTA,
Seoul hosted ASEAN leaders to a special summit and established the ASEANKorea Centre in 2009, ASEAN-Korea relations were upgraded to a strategic
partnership in 2010, and Korea’s diplomatic mission to ASEAN in Jakarta was
inaugurated in 2012.
Moreover, Korea pledged to double its overseas development assistance
(ODA) to ASEAN to US$400 million by 2015 and offered to share its
technical expertise and development experience with ASEAN member states.22
Through its East Asia Climate Partnership that was launched in 2008, Seoul
additionally agreed to provide US$100 million from 2009 to 2012 to assist
ASEAN countries in their efforts to combat climate change.23
By this time, Korea was among the top trading partners and/or investment
sources for several ASEAN member states, including Indonesia, Malaysia, the
Philippines, and Vietnam. Indonesia and Vietnam, in particular, received a
large share of Korea’s ODA and investments compared to other ASEAN
member states. 24 Vietnam was also the “first importer” of Korea’s
development model, and Seoul provided consultations and technical assistance
to Hanoi on issues ranging from economic policies to systems integration.25
Another milestone was the inaugural Mekong-ROK Foreign Ministers’
Meeting convened in Seoul in 2011. The meeting produced the Han River
Declaration, which committed Korea to cooperate with Cambodia, Laos,
Myanmar, Thailand, and Vietnam on six priority areas, including infrastructure
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building and sustainable development.26
Certainly, these measures were welcomed by ASEAN member states, and
the ASEAN-ROK Post-Ministerial Conference in July 2009 “appreciated
the ROK’s strong support to ASEAN as manifested by [the NAI].” 27
Unfortunately, the NAI ultimately “fizzled out” due to “[p]ersistent issues”
with the DPRK and Japan that dominated Korea’s foreign policy agenda.28
Nevertheless, it was clear that the NAI acknowledged and sought to build on
the economic dimension in ASEAN-Korea relations.29

2-6. Park Geun-hye Administration (2013–2017)
To commemorate 25 years of ASEAN-Korea dialogue relations, Korea
hosted ASEAN leaders at a commemorative summit in December 2014 in
Busan. By this time, two-way trade amounted to US$135 billion, a sixteenfold increase from 1989 when sectoral dialogue relations were established.30
The joint statement from the summit noted the deepening relations across
various sectors and pledged to enhance ASEAN-Korea cooperation.31
As a way to strengthen trade and investment between both sides, the
ASEAN-Korea Business Council—comprising representatives from the private
sector—was established on the sidelines of the commemorative summit.
Efforts were also made to promote cooperation in micro, small and medium
enterprises, narrowing development gaps and cultural exchanges.
At the bilateral level, Vietnam became the second ASEAN member state
to conclude an FTA with Korea, which came into effect in 2015. Korea also
conducted training and shared its experience from the Saemaul Movement—a
rural development and economic modernization program—with Southeast
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Asian countries such as Cambodia, Laos, Myanmar, and Vietnam.32
Moreover, the Park administration looked towards ASEAN for support
on its Northeast Asia Peace and Cooperation Initiative (NAPCI). Premised on
trust-building, NAPCI would directly involve China, Japan, Russia, Mongolia,
and the DPRK, with other countries and organizations participating as
observers. This trust-building approach sought to resolve what administration
officials called the “Asian paradox,” a phrase referring to “the deepening
imbalance between the increasing economic interdependence and backward
political and security cooperation” among Northeast Asian countries.33
ASEAN member states expressed support for the NAPCI; both Southeast
Asian and Korean officials also suggested that NAPCI could follow the
ASEAN model in overcoming mistrust among states and fostering dialogue
and reconciliation.34 Progress on NAPCI, however, was plagued by tensions
and disputes among the Northeast Asian countries, and it arguably did not
achieve its desired outcomes.
Prior to the inauguration of NSP, ASEAN-Korea relations were thus kept
on a relatively even keel despite occasional shifts in Seoul’s foreign policy.
Cooperation in areas such as trade and investment, infrastructure development,
and economic modernization had advanced relatively well.
Additionally, Korea was a founding member of most, if not all, of the
ASEAN-led mechanisms. The robust relations between Korea and certain
ASEAN member states, such as Vietnam, were also evident. Seoul’s cooperation
and contributions have helped strengthen the resilience of ASEAN and its
member states across the various sectors.
Building on these achievements, the launch of the NSP in 2017 under the
Moon administration has offered a more cohesive and sustained framework
for Korea’s approach towards ASEAN and Southeast Asia.
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3. NSP and NSP Plus
Unveiled during President Moon’s visit to Jakarta in November 2017,
NSP was a “new policy paradigm” that sought to “expand [Korea’s] focus
from the trade-centered relations to exchanges of technology, culture, art and
people” with ASEAN and India. 35 In particular, it would also “elevate”
Korea’s relationship with ASEAN “to the level of its relations with the four
major powers,” namely, China, Japan, Russia, and the United States. 36
Complementing the NSP was the New Northern Policy, which focused on
enhancing Korea’s ties with its northern neighbors.
Coming on the heels of Chinese economic retaliation for the deployment
of the US-made Terminal High Altitude Area Defense (THAAD) system in
Korea in 2017, President Moon noted that “accelerating exchanges with
ASEAN is important for [Korea] in terms of diversifying export markets and
thus reducing economic dependence on China.” 37 In this vein, the NSP
pledged to increase ASEAN-Korea trade to US$200 billion by 2020.
Based on preliminary figures available at the time of writing, however,
the two-way trade volume in 2020 was US$144 billion.38 Not only has it
fallen short of the US$200 billion target, the numbers also reflect a progressive
decrease—from US$160 billion in 2018 and US$153 billion in 2019.39 As
Associate Editor of The Straits Times (the largest daily English newspaper in
Singapore) Ravi Velloor noted in 2017, ASEAN-Korea trade has arguably
reached a period of stagnation.40 This has not been helped by the challenges
posed by the COVID-19 pandemic on regional trade.
At the bilateral level, scholars have observed that Korea’s economic ties
with ASEAN are “disproportionately directed towards Vietnam in investment,
trade, development assistance and people-to-people exchanges.”41 Nevertheless,
Korea signed a comprehensive economic partnership agreement with Indonesia
in 2020 and concluded FTA talks with Cambodia in early 2021. Korea and
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Singapore also agreed to review their FTA in 2018 to better support the
increasing cooperation in areas such as science and technology and the digital
economy. Korea is additionally in negotiations with Malaysia and the
Philippines for respective FTAs.42
Beyond economics, the NSP also focused on boosting socio-cultural
exchanges and diplomatic interactions. Certainly, the NSP made good progress
in several of its 16 policy tasks.
In 2019, for instance, Korea hosted another commemorative summit with
ASEAN leaders in Busan, to mark 30 years of ASEAN-Korea dialogue
relations. This makes Korea the only dialogue partner of ASEAN, thus far, to
have hosted three commemorative summits with the association. The
inaugural Mekong-ROK Summit was convened in 2019 in Busan as well. This
summit diplomacy was reinforced by the fact that President Moon visited all
10 ASEAN member states within the first two years of his term.
Another welcome move by the Moon administration has been its
establishment of an ASEAN bureau in Korea’s Ministry of Foreign Affairs, as
well as its tripling of the size of its diplomatic mission to ASEAN in Jakarta.43
According to Choe Wongi, head of the Centre for ASEAN-India Studies at the
Korea National Diplomatic Academy, the expansion of Korea’s diplomatic
mission to ASEAN puts it “on a par with its major multilateral missions in
New York or Geneva.” 44 He adds that “[t]his kind of activism towards
ASEAN is unprecedented in the modern Korean diplomatic history, and is a
testament to the importance Seoul is placing on its relations with ASEAN.”45
Korea has also increased defense industry cooperation with some ASEAN
member states under the NSP. According to data from the Stockholm
International Peace Research Institute (SIPRI), Korea was the largest supplier
of conventional arms to Indonesia, the Philippines, and Thailand from 2018 to
2020.46 Additionally, Korea and Indonesia are collaborating on the development
of the KF-X fighter jet, although cost-sharing disagreements have plagued the
project. At the ASEAN level, an ASEAN-Korea informal defense ministers’
meeting is yet to be held, despite it being a policy task under NSP.
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Nonetheless, three years after the inauguration of the NSP, the Moon
administration in November 2020 announced the advent of the NSP Plus.
Launched amid the COVID-19 pandemic, the NSP Plus puts forth seven
strategic initiatives to strengthen ASEAN-Korea relations. These involve
cooperation in public health, human resource development, cultural exchanges,
trade and investment, rural and urban infrastructure development, future
industries, as well as transnational issues such as climate change and
environment protection.47
Let us now turn to examine the potential of ASEAN and the opportunities
for advancing ASEAN-Korea cooperation based on the strategic initiatives of
the NSP Plus framework.

4. Strengthening ASEAN-Korea Cooperation in the NSP Plus
and beyond
ASEAN is a region of immense potential. ASEAN has a young and
vibrant population of over 670 million, with over 60 percent of its people
below 35 years of age. Therefore, a positive trajectory of economic growth is
highly anticipated as the youthful generation will be digitally connected and
outward-oriented. ASEAN will have a burgeoning middle class well into the
middle of the 21st century.
Before the onslaught of the COVID-19 pandemic, reports available to the
ASEAN Secretariat in Jakarta indicated that ASEAN’s economic growth
outstripped the global average and was more than 5 percent annually, with a
gross domestic product of over US$3.2 trillion. As a group, ASEAN is the
world’s 5th largest economy.
According to various projections in business reports, ASEAN is likely to
be the 4th largest economy by 2030. By then, the 4th Industrial Revolution is
likely to add an extra US$1 trillion into its digital and internet sectors. This
means the ASEAN market will continue to grow and will be attractive in its
own right to investors from all around the world. In this context, ASEAN and
Korea can work together more closely in many areas related to the 4th
Industrial Revolution and ride the waves of future industries, which would be
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mutually beneficial.
The 4th Industrial Revolution is upon us despite the ongoing COVID-19
pandemic slowing down and disrupting aspects of the economy and society.
While the pandemic may persist for some time into the future, it will
eventually be contained. Therefore, it is important to start preparing early for
the post-COVID-19 world and capitalize on the opportunities that are likely to
emerge from such a severe disruption.
As already noted, the NSP Plus has seven strategic initiatives. For the
purpose of this chapter, we shall focus on one of these strategic initiatives,
namely cooperation in future industries. Under this category, the NSP Plus
strategy plans to look into areas such as: research and development and
personnel cooperation in 5G, startups and industry 4.0 sectors such as artificial
intelligence, big data, and the Internet of Things; contact-free or contactless
industries; and e-commerce cooperation, among others.
In fact, some niche areas of cooperation in future industries between
ASEAN and Korea have already been identified. For instance, in the CoChairs’ Statement of the 2019 ASEAN-ROK Commemorative Summit, it was
mentioned that the countries wished to strengthen partnerships “in the fields
of innovative industries such as smart agriculture, future environment and
energy, future mobility and smart life as well as robotics and automation,
bioeconomy, smart electronics and appliances, next-generation automobile by
sharing of best practices and experiences to better respond to the challenges of
the Fourth Industrial Revolution (4IR).”48
It was also highlighted that “a joint feasibility study to establish ‘ASEANKorea Standardization Joint Research Center’ will be conducted and that a
joint working group for developing the plan to establish ‘ASEAN-Korea
Industrial Innovation Center’ has been proposed.”49
The Co-Chairs’ Statement also mentioned Smart Cities in which the
countries reiterated their commitment to cooperate on the “ASEAN Smart
Cities Network (ASCN) and welcomed the ROK’s support in ASEAN-ROK
Smart Cities cooperation in enhancing development and infrastructure projects
in ASEAN.”50
Given the overwhelming challenges posed by the COVID-19 pandemic
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over the past one and a half years, perhaps there has been a delay in the followup and implementation of some of these ideas, which is understandable. As
the global COVID-19 situation gradually improves, the focus of regional
policymakers can pivot back to these ideas that were proposed in recent years.
Given the acceleration of digitalization in the region during this pandemic
and in order to benefit from these future industries, more attention needs to be
paid in particular to the enhancement of cybersecurity, governance, standards,
and norms. While Smart Cities and the use of Smart technologies have
massive potential to improve the standard of living of people in the region, the
proper systems and norms must also be in place to harness the potential of such
technologies while minimizing the risks. For instance, governments will be
concerned with any breach into their Critical Information Infrastructures
(CIIs), which can have catastrophic effects. Therefore, there is a need for a
consensus on the way to manage the security of these CIIs.
All countries in the region want to enhance cybersecurity. Therefore, it is
important to exchange knowledge and share relevant information across
related domains, including skills upgrading of personnel and broader human
resource development strategies. Ample opportunities exist for ASEAN and
Korea for mutual learning, and to work together to further develop the rules,
norms, and principles of responsible behavior as well as measures to address
existing and potential threats in the cyber arena.
As a regional community, we must also arrive at some consensus on the
restrictions or limitations that can be placed on new technologies. For instance,
data plays a crucial role in a digitalized economy where rapid adoption of
cloud computing, big data, the Internet of Things, and artificial intelligence
increases the need for data to flow across geographical boundaries. With 5G
networks becoming a norm in the region over the coming years, data flows
will increase exponentially, and it is important to minimize restrictions that
would impede such cross-border data flows.
There should also be more efforts and funds set aside by ASEAN and
Korea for skills training and upgrading so that people at all levels and ages are
better equipped with the right skills to survive and thrive in an increasingly
digital economy. This is especially important given the rising prominence of
e-commerce and the disparity among peoples of different age groups to learn
new technologies.
The accelerated growth and adoption of e-commerce platforms (especially
during the COVID-19 pandemic) has generated new business growth
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opportunities across the region. The reality that governments and peoples of
the region also need to embrace is that certain jobs will be lost forever due
to technological advances and innovation. Therefore, governments need to
encourage their people to have a mindset of lifelong learning so that they can
be equipped with the relevant skills and capitalize on the job opportunities that
are emerging now and in the future.
While we have limited our focus in this chapter to ASEAN-Korea
cooperation in future industries, other potential areas of deeper cooperation
could include: resilience of supply chains, small and medium enterprise
innovation, climate change and environmental technologies, as well as the
security and stability of a rules-based multilateral order.

5. Conclusion
ASEAN-Korea ties have evolved significantly across the various Korean
administrations since Korea became a sectoral dialogue partner of ASEAN in
1989 and until the launch of the NSP Plus in 2020. Over the last three decades,
it is clear that ASEAN has emerged as an increasingly important partner for
Korea as the latter seeks to diversify its foreign policy and achieve greater
economic stability. The ASEAN people admire the innovative and technological
capabilities of the Korean society and are keen to do more together.
ASEAN warmly appreciates Korea’s support for ASEAN centrality. This
is particularly important because more geopolitical and strategic challenges lie
ahead as global issues and contending ideas lead to more competition. Seoul’s
increasing interests in the Southeast Asian region are well acknowledged by
ASEAN. The ASEAN-Korea relationship has been elevated to an even higher
level under the Moon administration’s NSP and NSP Plus. ASEAN looks
forward to Korea implementing the seven initiatives under the NSP Plus
framework and sharing the benefits of such joint endeavors.
Despite the damage caused by the ongoing COVID-19 pandemic, the
foundations of the ASEAN-Korea relationship are strong, and this bodes well
for the future, especially since both sides face similar challenges in this 21st
century, and the peoples of ASEAN and Korea are now more connected and
aware of their respective strengths. It is important to look beyond the current
crisis and further institutionalize ASEAN-Korea cooperation for the long term
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so that it will continue to flourish regardless of domestic political developments
and leadership changes, and global health emergencies.
Going forward in the context of the 4th Industrial Revolution, ASEAN
and Korea can do more together to advance the partnership in the areas of
future industries, cybersecurity, and the upgrading of skills for our respective
populations, among other spheres of cooperation. The COVID-19 pandemic
is accelerating many of the structural shifts and trends that have been taking
place in our societies for some time already. ASEAN and Korea have the
golden opportunity to introduce more norms and standards required for futureoriented development and cooperation in the digital era of the 21st century.
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The New Southern Policy Plus and
India: Progress and Way Forward
Mohan Kumar*

4

1. Introduction
The New Southern Policy Plus (NSPP) was announced by President
Moon Jae-in of the Republic of Korea (hereinafter, Korea) in November 2020
during a virtual summit with the Association of South-East Asian Nations
(ASEAN). It was widely reported that the NSPP was a more advanced version
of the “New Southern Policy,” which was formulated and implemented by
President Moon Jae-in in 2017 to foster better ties with ASEAN and India and
to bring these on par with the US, China, Russia, and Japan. The NSSP was
said to contain new and actionable measures focusing on seven areas of
cooperation: comprehensive health and medical cooperation to tackle the
COVID-19 pandemic; sharing Korea’s education and human resource
development models; promotion of cultural exchanges by utilizing Hallyu (the
Korean Wave) content; developing mutually beneficial trade and investment
relations; cooperation in the development of farming and urban infrastructure;
cooperation in future industries; and cooperation in non-conventional
security.1 Most of the press coverage referred to the application of NSPP
strategy as it applied to KOREA’s cooperation with ASEAN, obviously
because the policy pronouncement was made at a virtual summit meeting
between Korea and ASEAN. But for the purposes of this article, it will be
assumed that NSSP applies, mutatis mutandis, to Korea’s cooperation to India

*
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Ambassador Dr., Chairman, RIS (Research and Information System for Developing
Countries), India.
The Korea Times (2020), “Moon announces ‘New Southern Policy Plus strategy’”
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as well. While strategic cooperation between Korea and India has been
excellent and bilateral ties are problem-free, it must nevertheless be
acknowledged that trade, investment and technological ties between Korea
and India have remained below potential and are of an inferior order when
compared to Korea’s own ties in these areas with ASEAN countries. Be that
as it may, one of the central points made in this article is that the geopoliticization of trade is here to stay and that in a post-COVID world, ties
between Korea and India will assume far greater salience than before.

2. Special Strategic Partnership
India and Korea are the third- and fourth-largest economies of Asia
respectively. They concluded a Comprehensive Economic Partnership
Agreement (CEPA) in 2010 and upgraded their ties to a Special Strategic
Partnership in 2015. In 2014, India initiated ‘Act East Policy’ which, for the
first time, included Korea among its privileged partners in the ‘East’. Indeed,
the Joint Statement issued after the State Visit of Indian Premier Modi to
Korea in May 2015 states quite clearly: India sees Korea as an indispensable
partner in its ‘Act East’ strategy.2 This was broadly reciprocated by President
Moon Jae-in of Korea when in 2017 he announced his New Southern Policy
with a focus on ASEAN and India.3 One of the key outcomes of the Special
Strategic Partnership has been the establishment of dialogue at the Viceministerial level comprising both Defense and Foreign Affairs in the “2+2”
format. It is clear, therefore, that there has been increasing strategic
convergence between Korea and India.
One argument made by scholars is that both Korea and India depend way
too much on the Chinese market, and given the potential risks and uncertainties
emanating from the US-China trade war, it may be in the enlightened selfinterest of both countries to deepen bilateral linkages in trade, investment, and

2
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India-ROK Joint Statement for Special Strategic Partnership (May 2015), Embassy of
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technology. 4 Choong Yong Ahn makes this point rather eloquently by
suggesting, not so subtly, that both Korea and India suffer from ‘excessive
dependence’ on China. The other point he makes succinctly is that Korea-India
cooperation is crucial in promoting plurilateralism, prosperity, and harmony
in East Asia.5 This author would go one step further: Korea and India have an
important role to play in ensuring that Asia remains multipolar. Indeed, a
multipolar Asia is a sine qua non for a multipolar world! This is a point to
which we will return later in the article.
We have already seen that the strategic convergence between the two
countries was on the rise, not least because of the overlapping objectives of
Korea’s New Southern Policy and India’s Act East Policy. The erstwhile New
Southern Policy of Korea was centered on three ‘Ps’ as it were: People,
representing people-to-people exchanges; Prosperity, based on trade and
economic cooperation; and Peace, which for Korea meant principally North
Korea’s denuclearization and opening. There is little doubt that there has been
impressive progress on the first two ‘Ps,’ but much less progress on the third
‘P.’ But this is not for want of trying. We all know the so-called Singapore
statement following the meeting between former US President Trump and
North Korean leader Kim Jong-un in 2018, but more on this later.
The weak link in Korea-India ties would appear to be the economic or
trade pillar in the relationship. Bilateral trade is well over $ 20 Billion, and the
two countries have set themselves a target of $ 50 Billion by 2030.6 Achieving
this target may prove to be a challenge, especially in the light of COVID-19.
On the other hand, FDI from Korea has been on the rise and is said to have
touched the $ One Billion mark for the first time in 2018.7 That said, the
negotiations on the upgradation of the CEPA, which is overdue, has stalled
and this needs to be revived as soon as COVID-19 abates in both countries

4
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Ahn (2020), “A New Horizon for the Korea-India Strategic and Sustainable Partnership
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3. New Southern Policy Plus
As mentioned earlier, Korea’s President Moon Jae-in announced the
NSPP in November 2020. It is hard for an outsider to gage the motivation for
moving from NSP to NSPP. One major trigger may have been the COVID-19
which obviously has spared no country rich or poor in the region and the
world. COVID-19 does require regional and global cooperation, and what
better way to do it than by cooperating with ASEAN and India. Second, the
scope of cooperation in the case of NSSP is vast compared to NSP. Seven
areas for cooperation, referred to in the beginning of the article, have been
identified and these are comprehensive. Third, as compared to NSP, the NSSP
does focus on new and actionable measures. Thus, public health, urban
infrastructure, future industries, and non-conventional security are all both
new and actionable. Last but not least, it is quite conceivable that Korea,
through the NSPP, is involved in a bit of ‘strategic hedging’ vis-à-vis China.
The very first area of cooperation identified is public health, and this
should surprise no one. If there is one thing that COVID-19 demands from all
of us, it is cooperation in the field of public health. In the case of India, it could
learn valuable lessons learnt by Korea from its initial experience in tackling
the pandemic. Most crucially, the two countries could benefit from vaccine
cooperation. India does make a large number of vaccines, and while it is facing
a crisis at home just now, there is every expectation that India will overcome
the crisis sooner rather than later. At that time, India could very easily resume
its role as a vaccine manufacturer of the world with support from Korea.
The second area of cooperation mentioned in NSPP, namely, human
resource models and education, holds some importance. There is scope for
intensive exchanges between the Universities of Korea and India. Many more
students should be going from India to Korea, and we need expertise about
Korea in Indian think-tanks and academia. This requires sustained efforts from
both countries.
The third area of cooperation in NSPP, which is promotion of cultural
exchanges by utilizing hallyu content, holds special significance for India. In
a very interesting study done by a student researcher8 Neela Chakravarthy
8

Chakravarthy (2018), “The rise of Hallyu – A Study on the Consumption of Korean
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points out the increasing viewership of Korean content among urban and semiurban youth between the ages of 13 to 30 with access to the internet. The paper
further reveals that the fresh and new storylines of the Korean content were
most liked by the Indian youth. The paper also goes on to make two excellent
suggestions: one is of remaking of Indian dramas and films of Korean content
and two, an Indo-Korean joint production, perhaps involving Bollywood. The
opportunities in this area are immense and must be explored by stakeholders
in both countries.
The fourth area, developing mutually beneficial trade and investment
relations, needs a lot of work from both countries. There appears to be a wide
consensus that the CEPA needs to be reviewed. As recently as September
2020, the Indian Ministry of Commerce sought inputs from Indian export
houses as to the barriers they face in the Korean market. In 2019, total bilateral
trade was a little over $ 20 Billion,9 with the trade heavily in favor of Korea,
its exports to India around $ 15 Billion. It is clear that from India’s point of
view, a trade deficit of this kind is not sustainable. Whether CEPA tariff rates
are higher than MFN rates or low utilization of CEPA by economic operators,
especially on the Indian side, these need to be dealt with as soon as possible.
Since India appears unhappy with the substantial trade deficit, it is incumbent
on it to complete internal consultations and commence the review negotiations
with Korea. While it is understandable that the COVID-19 has led to delay,
the two sides must now display the necessary political will to get on with the
job of reviewing the CEPA. Attention needs to be paid to bilateral investment
ties as well. It is true that in 2018, Korea, for the first time, invested over $ 1
Billion.10 Since then, there has been a downturn, partly due to COVID-19.
While cumulative Korea investment in India is to the tune of about $7 billion,
Cumulative Indian investment in Korea is also to the tune of $ 3 Billion.11
There is thus ample scope for doing more in trade and investment relations
between the two countries.

9

India-ROK Trade and Economic Relations (2021), https://www.indembassyseoul.gov.in/
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As for the next issue relating to urban infrastructure, in the Joint Statement
for Special Strategic Partnership of May 2015,12 the following paragraph is
noteworthy:
“Mutual cooperation to be explored for enabling cities with updated
technologies including smart grids for building of smart cities, in view of their
crucial influence on improving the quality of residential environments and
achieving sustainable economic development.”
It is not clear that there has been much progress on this front. In any case,
the mandate was to explore cooperation for building smart cities in accordance
with the principles of sustainable development. It is perhaps time that Korea
also picked a few cities from the ‘100 Smart Cities Mission’.13 Korea’s capital
and expertise will be crucial for India in meeting the SDG Agenda 2030.
If there is one area where India can benefit enormously from Korea, it is
in the area of ‘future industries’, which is explicitly listed in the NSPP as an
actionable measure. The joint vision statement of July 2018 agreed upon by
Prime Minister Modi and President Moon Jae-in provides a good mandate for
the two sides to work upon in this regard.14 In effect, it says the following:
‘Recognizing the strong complementarities between the two countries in
the area of science and technology, we encourage our scientific institutions,
academic community and young professionals to work together through joint
collaborations in research & development and experience-sharing, to develop
technologies for symbiotic development, including in areas such as renewable
energy, material science, robotics, engineering, and health sciences.
We expressed confidence that our decision to establish the ‘Korea-India
Future Strategy Group’ and the ‘India-Korea Centre for Research and
Innovation Cooperation (IKCRI)’ as well as a number of thematic MOUs
concluded during this visit will provide an institutional framework for our
future-oriented cooperation based on research, innovation, and entrepreneurship.’

12
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India-ROK Joint Statement for Special Strategic Partnership (May 2015), Embassy of
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The above is merely a mandate, and it is understood that implementing
these things in a country as big and complex as India and as advanced as
Korea, will inevitably take time. That said, it has been reported that the two
sides had identified the following areas for collaborative enterprise-led R&D
projects: Digital Transformation; Future Manufacturing; Future Utilities; and
Health Care. In November 2019, it was reported that the Indian Minister of
Science and Technology launched the second call for proposal for Joint
Applied Research under the India-Korea Future Strategy Group. 15 It was
further clarified that the eligible sectors under this call are:
(1) Future Manufacturing (smart factory, electric vehicle, 3D printing,
robotics and automation, advanced material)
(2) Future Utilities (renewable energy including hydrogen and fuel cells,
energy efficiency, smart grid, Waste-to-Energy (WtE) technologies)
(3) Digital transformation (information & communication technologies
including Big Data & software) and
(4) Healthcare (affordable healthcare for the elderly and disabled, natural
healthcare products, biotech).
It must be hoped that under the NSPP, Korea will do everything to assist
India in the above cutting-edge technologies, which India desperately needs as
it seeks to modernise its economy. This alone will take the special strategic
partnership between the two countries to a whole new level.
It is interesting that the NSPP also includes cooperation in nonconventional security. The issue of non-conventional or non-traditional security
(both non-conventional and non-traditional are used interchangeably for the
purpose of this article) has been around for some time now. The most common
definition of non-conventional security is that these are challenges to the
survival and well-being of peoples and states that arise primarily from nonmilitary sources. The list of non-conventional security has been ever-expanding,
but these are now interpreted to include at least the following: Terrorism,
Trans-national organised crime, Climate Change, Pandemics, Energy Security,
Cybersecurity, Disaster Management & Infrastructure, and Rare Earths or
Critical Minerals. Even this list is not full. But it does give the reader an idea
15
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as to the vast scope for cooperation that exists in this sphere. Korea and India
have already embarked on cooperation in some of these areas. On Terrorism,
both countries condemn it and have undertaken to combat it through regional
and global efforts. Both Environment and Energy figured in the Joint
Statement for Special Strategic Partnership agreed in 2015.16 India has always
been impressed by the Korean Green Economy Initiative and has been
working with Korea in deploying innovative policies and technologies to
improve urban air & water quality and to protect natural resources. Again, in
the area of renewable energy, both countries are implementing joint R&D
projects. Thanks to COVID-19, the issue of pandemics has come to the fore.
It is abundantly clear that this is not the last time the world is going to face a
pandemic of this magnitude. It is thus useful to share the experience of
handling such a crisis and how both countries can be better prepared next time
around. Korea, of course, is a more advanced country and certainly has more
resources to tackle a crisis such as COVID-19. But perhaps, India can, in the
medium term, be a reliable supplier of not just vaccines but also
pharmaceutical products and personal protective equipment that will prove to
be critical when the next pandemic is upon us.
Cybersecurity is turning out to be the most serious and consistent nonconventional security threat of our times. In the Joint Statement establishing
the Special Strategic Partnership in 2015, both countries sought the means of
cyber security cooperation to prepare against transnational cyber threats. But
there is now an imperative need to go well beyond this and strengthen capacity
to both prevent and deal with cyber threats. Perhaps, the dialogue between the
National Security Structures of the two countries could include this as part of
their regular consultations if they have not already done so.
Disaster management and resilient infrastructure is an important issue for
countries like India. Prime Minister Modi launched the Coalition for Disaster
Resilient Infrastructure (CDRI) at the UN Climate Action Summit in New
York in September 2019.17 The coalition has thematic areas, which are listed:
governance & policy, risk identification & estimation, standards & certification,
capacity-building, innovation & emerging technology, recovery & reconstruction,
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finance, and finally, community-based approaches.18 Some 22 countries,
including major ones such as US, UK, France, Japan, Germany, Australia and
of course India are members. It is hard to see why Korea is not a member of
this coalition. After all, disasters are a major non-conventional security threat,
and this would be an actionable measure under the NSPP.

4. Way Forward
NSPP is obviously a work in progress, having been launched only in
November 2020. However, as noted earlier, it does vastly expand the canvas
of cooperation between Korea on the one hand and the ASEAN and India on
the other. It is clear that NSPP does not replace NSP as such. Instead, it builds
on it and makes it more relevant for the challenges of our times. Inasmuch as
Korea announced NSP to focus away from the big four of the US, Russia,
China, and Japan, NSPP may also be expected to do the same. But between
ASEAN and India, it seems reasonable to assume that for Korea, the ASEAN
would be a higher priority than India at least in the short term. Therefore, the
author believes that India needs to work that much harder to get the attention
it deserves from Korea. Be that as it may, it is also true that India has the
potential to become a more important strategic partner for Korea than ASEAN
in the medium to long term. At this point, it is too early to make a definitive
judgment on the effectiveness of NSPP. There is no denying, however that it
is a bold and far-sighted initiative.
President Moon Jae-in paid an important visit to the United States of
America in May 2021. On May 21, 2021, a Joint Statement was issued by the
two leaders, namely, US President Joseph Biden and Korea President Moon
Jae-in.19 The Joint Statement is a very detailed one, and it is fair to say that
the contours of the relations between the US and Korea will have ramifications
for the Indo-Pacific region. Indeed, the Joint Statement says clearly:20
“The significance of the US- Korea relationship extends far beyond the
Korean Peninsula: it is grounded in our shared values and anchors our
18
19
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respective approaches to the Indo-Pacific region. We agree we will work to
align Korea’s New Southern Policy and the United States’ vision for a free
and open Indo-Pacific and that our countries will cooperate to create a safe,
prosperous, and dynamic region.”
The Joint Statement is an important policy pronouncement on behalf of
the US and Korea. It frankly acknowledges that there are some differences
between the approaches of the US and Korea when it comes to the Indo-Pacific
region. Furthermore, it makes it clear that there is a need to align the New
Southern Policy (Plus) with that of the free and open Indo-Pacific that the US
has espoused. From an Indian perspective, it goes without saying that the
success or otherwise of NSPP will really hinge on whether it can make a
meaningful contribution to the vision of a free and open Indo-Pacific region, a
vision that India shares fully with the United States of America.
What then are these subtle differences in approach when it comes to the
Indo-Pacific region? One big overarching vision for the Indo-Pacific region is
one that is governed by democratic norms, human rights, and the rule of law.
Indeed, the Joint Statement says as much.21 While Korea fully subscribes to
this general proposition, the issue is that when push comes to shove, whether
Korea will bite the bullet as it were. The issue of Korea’s attitude towards
Quad illustrates the strategic dilemma in which it finds itself. Quad is a
grouping that includes the United States, Australia, Japan and India. Quad is
the vehicle for these member countries through which the vision of a free and
open Indo-Pacific will be realised.22 A detailed reading of the Joint Statement
of the Quad leads one to the conclusion that the ultimate objective is to see the
Indo-Pacific as the world’s most dynamic region that is free, open, accessible,
diverse and thriving. The Quad has now taken upon itself to drive cooperation
in climate change, Public Health (read Pandemic), and new technologies.
Indeed, three working groups have been set up: one on vaccines, one on
emerging technologies, and one on Climate Change.23 It is not clear Korea
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has received a formal offer to join Quad.24 But by choosing not to join the
Quad, Korea is keeping itself away from the most fundamental regional
architecture that is being constructed. It is hard to believe that whether it is
Climate Change or New Technologies, these can be effectively tackled in the
Indo-Pacific region without Korea. Korea is a key player in the Indo-Pacific
and must be part of any regional architecture thereof. If Korea does not wish
to be part of Quad formally, then one option that may be a compromise is for
Korea to at least take part in the three working groups of the Quad referred to
above.
ASEAN centrality has become something of a mantra for Quad. The
NSPP can easily live with that; indeed, by promoting multi-faceted ties
between Korea and ASEAN, the NSPP aims to do precisely that.
That brings us to the elephant in the room, namely, China. The strategic
dilemma of Korea essentially centres around China. China is now the leading
trade partner of Korea. Bilateral investment is significant, and leading Korean
companies have substantial business operations in China. In addition, it is well
understood that China has significant leverage over the Democratic People’s
Republic of Korea (DPRK), which for Korea is almost an existential national
interest. The Joint Statement between US and Korea Presidents solemnly
reaffirms:25
“The United States and Korea oppose all activities that undermine,
destabilize or threaten the rules-based international order and commit to
maintaining an inclusive, free, and open Indo-Pacific. We pledge to maintain
peace and stability, lawful unimpeded commerce, and respect for international
law, including freedom of navigation and overflight in the South China Sea
and beyond.”
One way for Korea to fulfil the above commitment will be to join the
Quad. Otherwise, it would have to rely on its status as treaty ally of the United
States to meet its responsibilities in this regard, which in the author’s view is
difficult, but certainly not impossible.
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All of the above points to the need for aligning NSPP with the vision of a
free and open Indo-Pacific. The NSPP will also have a role to play on the issue
of Vaccines for pandemics in the future. It is becoming increasingly obvious
that this is not going to be the last pandemic we face. Thus, following the
Leaders’ Summit of the Quad, it was reported that One Billion Vaccines will
be produced for consumption in the Indo-Pacific region by the end of 2022.26
Korea, which is a major player in the region, must certainly be part of this and
the NSPP which covers cooperation in public health, should contribute to this
joint effort.
In the future, new and emerging technologies will be a key battleground.
COVID-19 has expedited the trend towards ‘geo-politicisation’ of trade and
this may be expected to become even more intense. 5G and 6G (referred to by
the Presidents of both the US and Korea) technology is already one area where
the world is witnessing fragmentation along geo-political lines. The same
trend may also be witnessed in the domain of semiconductors and batteries. In
areas like these, Korea is a proven leader and can play a catalytic role of a key
tech supplier in the Indo-Pacific region. Again, the key is to align the NSPP
with the Indo-Pacific vision of the Quad to achieve economies of scale and
establish resilient supply chains. India, Japan, and Australia have already
launched the Supply Chain Resilience Initiative (SCRI), which will share best
practices and have roadshows for investment. A meeting held at the level of
Commerce and Trade Ministers recently confirmed this.27 In a joint statement
issued by the three Trade/Commerce Ministers, it was stated that “The SCRI
aims to create a virtuous cycle of enhancing supply chain resilience with a
view to eventually attaining strong, sustainable, balanced and inclusive growth
in the region. The Ministers consented that expansion of the SCRI may be
considered based on consensus, if needed, in due course.” It is hard to see why
Korea should not be part of this important initiative.
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5. Conclusion
It is incumbent on both Korea and India to ensure that Asia remains
multipolar because that is quite simply in both countries’ vital national interest.
A free, open and rules-based Indo-Pacific region would not only ensure that
Asia remains multipolar but would also give Korea and India the necessary
strategic space and diplomatic room for manoeuvre to advance their respective
national interests. In marked contrast, a unipolar Asia defined by a closed
Indo-Pacific region will create friction and tension and will, more importantly,
constrict the strategic space available for both Korea and India. The ultimate
test for NSPP, therefore will be whether it is successful and effective enough
to contribute to a multipolar Asia undergirded by an open, free, and rulesbased Indo-Pacific order.
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II
A S E A N

Strengthening Trade and Investment
between ASEAN and Korea
Yose Rizal Damuri*

5

Trade and investment have always been the solid bases of the Republic
of Korea (hereinafter, Korea)’s relationship with the Association of Southeast
Asian Nations (ASEAN). Trade between the two economies has been growing
in the last three decades, not only in terms of volume and value, but also its
portion to total trade. ASEAN member countries (AMC) have also been longtime major destinations for Korean companies’s investment. The companies
could use the lower labor cost in Southeast Asia as a production platform,
while it also offers a chance for Korea to restructure its domestic economy
away from the “sunset” industries (Kim, 2010). For ASEAN countries, foreign
direct investment from Korea and others, contribute to the capital formation
they need for economic growth, provide sources of know-how and technology
transfer, and open up employment opportunities.
Southeast Asian countries have been one of the most important regions to
Korea. In the early 1990s, ASEAN was the third largest trade partner after
Japan and the United States, contributing to around 12% Korea’s total trade in
early 1990. Korea’s normalization of relations with China in 1992, however,
changed the picture. In the first decade after that, Korea’s trade with China
increased by an average of 30% annually, while trade with ASEAN countries
only grew by 13%. In the meantime, ASEAN’s economic relation with China
has also expanded with increasing trade at first, and investment later. The
Asian Financial Crisis in 1997 that left the two economies devastated also
negatively affected the economic relation, as demand tumbled and investment
collapsed.

*

Head of the Department of Economics, Centre for Strategic and International Studies.
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In the first and second decades of the 21st century, the relationship was
improving, due to the robust economic development of ASEAN countries,
particularly among new members. The market-driven economic relationship
in trade and investment has been supported with formal integration efforts; the
foremost important thing is the ASEAN Korea Free Trade Agreement
(AKFTA) which was agreed in June 2009 and took into effect on January 1,
2010. The FTA is a logical step to bring economic relations between the two
economies to the next level. It has also contributed to the advancement of trade
and investment. Nevertheless, there are still many potentials that can support
stronger economic relations, although challenges also abound. The New
Southern Policy may offer opportunities to strengthen trade and investment
relations between the economies. The question is how to bring the initiative in
line with the market-driven business and economic relation.
This chapter explores efforts that can support stronger and deeper trade
and investment relations between ASEAN and Korea. In discussing potential
ways to increase integration, the chapter reviews the evolution of trade and
investment between the two economies, and considers various background
factors. The chapter also assesses how formal integration initiatives have driven
the relationship further. With the economic situation and policy initiative in
mind, this chapter discusses a few possible ways to enhance the relationship.

1. Pattern and Evolution of Trade Relationship
International trade is always an important factor behind economic growth
and development in ASEAN member countries. Many ASEAN countries are
regarded as particularly open economies, embracing international integration
as a national development strategy. ASEAN’s trade with major partners has
been growing significantly with some countries recording trade value that
exceeds their GDP.
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Table 1.A. ASEAN’s Export and Import with Main Trading Partners
Share of Trade with Partners
($ of Total Trade)
1981-1983
2001-2003
2017-2019
Export Total
(US$ 000)
ASEAN
Australia
China
European Union
India
Japan
Korea
United States
Import Total
(US$ 000)
ASEAN
Australia
China
European Union
India
Japan
Korea
United States

Annual Growth
(%)
1981-2019

67,124,738

418,009,386

1,378,359,764

9.7

17.7
2.4
0.9
11.4
1.3
25.6
2.3
16.6

23.3
2.7
5.5
14.4
1.6
12.8
3.8
17.1

24.2
2.6
14
11
3.5
7.9
4.2
11.8

10.8
11.3
18.5
8.9
13.6
6.3
11.2
7.3

67,124,737

418,009,386

1,378,359,764

9.2

16.3
2.9
2.7
15
0.7
24.1
1.9
16.7

22.5
1.9
6.3
10.1
1
14.4
4.2
11.9

21.7
2
20.1
8.8
2.1
8.4
7.1
7.4

10.5
8
16.4
7.5
13.7
5.9
13.2
6.6

Notes: Trade indicators are calculated using three years average of trade value to reduce yearly
fluctuations.
*
Korea’s export and import with China for the early period is calculated for the period of
1991-1993.
Source: Calculated from UN Comtrade Database accessed through wits.worldbank.org (accessed
on August 5, 2021).

Korea is one of its increasingly important trade partners. Table 1A and
1B describe ASEAN’s and Korea’s export and import with their main partners
from early 1981 to 2019. There are several insights that we can obtain from
the statistics presented in the tables. First, during the last four decades, trade
between these two economies has been growing remarkably and getting more
important. Korea is the destination of 4.2% of ASEAN’s exports in 2017-2019,
increasing from 2.3% in 1981-1983. More significantly, Korea is the source
of 7.1% of ASEAN’s imports, much larger than the the early 1980s. Those are
the result of trade relations that grew higher than ASEAN’s trade to the rest of
the world. While ASEAN’s world export and import grew annually by 9.7%
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and 9.2%, the trade between ASEAN and Korea grew by 11.2% and 13.2%.
These have made Korea become a more important trading partner to ASEAN.
Table 1.B. ASEAN’s Export and Import with Main Trading Partners
Share of Trade with Partners
($ of Total Trade)
1981-1983
2001-2003
2017-2019
Export Total
(US$ 000)
ASEAN

Annual Growth (%)
1981-2019

22,501,289

168,904,766

573,535,485

9.7

5.8

10.9

16.9

13

Australia

1.4

1.5

2.2

10.5

China*

2.4

15.2

25.6

18.1

European Union

14.1

14.2

9.4

8.5

India

1.7

1.1

2.7

12.1

Japan

15.2

9.7

5

5.6

United States
Import Total
(US$ 000)
ASEAN

29.9

19.5

12.5

6

25,498,846

157,349,099

505,637,472

9.2

7.4

10.8

11.2

10.6

Australia

3.7

3.7

4

9.6

China

3.7

11.1

20.5

15.7

European Union

8.6

11.1

11.4

9.1

India

0.7

0.8

1.1

12

Japan

23.3

19.7

10.4

6.1

United States

23.9

14.9

11.3

9.2

Notes: Trade indicators are calculated using three years average of trade value to reduce yearly
fluctuations.
*
Korea’s export and import with China for the early period is calculated for the period of
1991-1993.
Source: Calculated from UN Comtrade Database accessed through wits.worldbank.org (accessed
on August 5, 2021).

Second, the trade relationship between the economies is even more
important from Korea’s perspective. In 2017-2019, ASEAN was the second
major destinations for Korean’s export, accounted for 16.9% of its export,
higher than other trading partners such as the United States, Japan, and the
European Union. A similar pattern can also be observed on imports as the
Southeast Asian countries are also one of the main sources of imports, albeit
at the same level with other major trading partners. That happened due to the
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remarkable growth of Korea’s export to ASEAN, which grew faster than trade
with other countries except for China, especially during the last twenty years.
Third, stronger figures of ASEAN’s import from Korea, and Korea’s
export to ASEAN indicate the growing importance of international production
network and global value chain (GVC) in the economic relationship between
the two economies. The emergence of the Korean GVC, where manufacturing
processes led by Korean companies have been fractionalized and dispersed
across the Southeast Asian region, has increased ASEAN’s import from Korea,
most notably in parts and components to be used for production and exports
to other countries and regions. Recent development is in line with the
observation from many researchers on the emergence of GVC in East and
Southeast Asia, such as Baldwin’s Factory Asia (Baldwin, 2006).
Table 2. Trade between Korea and Individual ASEAN Countries (2017-2019)
Annual Growth
2001-2019
(%)

Share to ASEAN’s
Trade with Korea
(%)

Share to Each
Country’s Trade
(%)

Vietnam

22.5

41.3

13.7

Singapore

7.5

19.5

4.1

Malaysia

5.1

10.9

3.9

Indonesia

7.1

10.7

4.9

Philipines

7.4

8.3

7.3

Thailand

7.4

8.2

2.8

Cambodia

14.8

0.5

2.5

Brunei Darussalam

2.6

0.4

6.8

Myanmar*

7.1

0.2

2.5

Lao*

9.5

0.0

0.7

Notes: Trade indicators are calculated using the three-year average of trade value to reduce yearly
fluctuations.
*
Growth for Myanmar and Laos are calculated for the period of 2010-2019 due to the
availability of data.
Source: Calculated from UN Comtrade Database accessed through wits.worldbank.org (accessed
on August 5, 2021).

Looking at the pattern, we can conclude that trade relations between the
two economies have been getting stronger over time. However, several notes
need to be highlighted in order to get a better picture of the relationship. One
important point is that not all ASEAN countries enjoy a strong trade relationship
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with Korea. Table 2 provides information on the portion of ASEAN’s trade with
Korea for each ASEAN member country. It is quite clear that most of the trade
was conducted between Vietnam and Korea, which accounted for 41.3% of
ASEAN trade from 2017 through 2019. Singapore is another important
country that takes up around 20% of the bilateral trade relationship, while
Malaysia and Indonesia contribute around 10%.
This is, however, not always the case. The trade relationship between the
two countries was not as strong as today in the late 1990s when Vietnam
started its economic reform and openness. Since 2001, the trade has grown by
more than 22% annually. It surpassed trade between Korea and other major
ASEAN countries, which only grew by around 7% annually since the early
2010s and dominated trade between ASEAN and Korea. It reduced the share
of Indonesia, Malaysia, and Thailand, which used to be the major trading
partners of Korea in ASEAN. Currently, Vietnam contributes 6% of Korea’s
total trade, while on the other side, Korea accounted for 13% of Vietnam’s
trade, indicating increasing interdependence between the two countries. This
situation is related to the development of Korea’s GVC in ASEAN countries,
particularly in Vietnam, as can also be observed by looking at the composition
of trade between ASEAN and Korea.
Table 3 presents the product composition of trade between ASEAN and
Korea and compares two periods of 1995-1997 and 2017-2019. Manufacturing
products have always been an important part of trade with Korea, in particular
in ASEAN’s imports. While the import’s contribution is declining, manufacturing
products are getting more important in ASEAN’s export to Korea. Korea is
also getting more important as ASEAN’s export market of these products and
the source of import.
Among manufacturing products, the composition has changed towards
more technology-intensive goods, such as machinery products. Some literature
describes these products as network products as they are intensively produced
in the international production networks and global value chain, where
production processes are globally fragmented and controlled by leading firms
within their global production networks.1 Examples of these network products

1

The emergence of production network in East Asia has been studied intensively using
various different approaches. Some studies from trade perspective can be found in
(Kimura & Obayashi, 2010), or (Athukorala, 2011). The literature focus on machinery
products and its network characteristics.
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include motor vehicles, electronic and electrical equipment, computers, and
telecommunication equipment. ASEAN’s export of machinery products
increased significantly accounting for 45% of total trade (equivalent to 62%
of manufacturing trade) in the period 2017-2019.
Table 3. Product Composition of ASEAN and Korea Export and Import
Share of Total (%)
1995-97
Total Export to Korea
(USD 000)
Manufacturing
Light Manufacturing
Machinery
Vehicles
Vehicles Parts & Components
Electronics
Electronics Parts & Components
Total Import from Korea
(USD 000)
Manufacturing
Light Manufacturing
Machinery
Vehicles
Vehicles Parts & Components
Electronics
Electronics Parts & Components

2017-2019

Share in ASEAN Trade
with the World
1991-1993

2017-2019

2.12
2.43
1.76
1.68
1.80
1.81
2.09

4.37
4.94
4.29
1.71
2.53
4.84
5.11

4.75
6.80
4.41
5.66
5.98
5.28
6.10

8.55
4.77
9.73
5.10
5.23
12.47
15.07

10,257,943 58,439,891
50.1
10.7
29.8
3.1
3.1
24.4
16.9

72.4
15.7
45.8
2.1
1.9
34.2
25.2

14,078,321 98,505,656
83.4
13.0
58.9
6.8
4.9
40.7
34.9

77.4
6.6
58.3
3.4
2.2
42.5
38.7

Notes: Trade indicators are calculated using the three-year average of trade value to reduce yearly
fluctuations. Growth for Myanmar and Laos are calculated for the period of 2010-2019
due to the availability of data.
Source: Calculated from UN Comtrade Database accessed through wits.worldbank.org (accessed
on August 5, 2021).

Electronics are the most important sector in trade between ASEAN and
Korea. Exports of electronic parts and components increased faster than other
manufacturing products, including the final electronics products. More
striking figures come from ASEAN’s import of parts and components that
accounted for 38.7% of ASEAN’s import from Korea, or 50% of its
manufacturing imports. In addition, Korea has become one of the most essential
sources for ASEAN’s electronic products, notably on parts and components.
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This development cannot be separated from Korea’s electronic industry
expansion to ASEAN countries that started in the early 1990s (Lee, 1994). As
the industry expanded its global value chain to ASEAN, more parts and
components have been exported from Korea to supply electronic industry in
ASEAN countries, particularly in Vietnam. The expansion of electronic GVC
in ASEAN has also resulted in a significant growth of electronic exports to the
global market, especially in Vietnam, which grew by more than 40% annually
during the last ten years.
Another important Korean industry is the motor vehicles industry that has
pursued active internationalization and expansion of its GVC since the late
1990s (Park, 2003). However, unlike the electronic industry, whose expansion
is headed toward Southeast Asia, Korea’s automotive industry remains to rely
on other major trading and production partners, such as the European Union
(EU), China, and Japan. ASEAN’s export and import of automotive products
from Korea only accounted for less than 5% of its total trade in motor vehicles.
From Korea’s perspective, ASEAN only accounted for 4% of its automotive
imports, although the region is gaining importance as the export destination by
contributing to 8% of the exports. While Korea’s automotive industry has
started developing its international production network in the region, the EU
remains as its most important partner (Juust, Vahter, & Varblane, 2020).
Export to the EU contributes to around 20% of Korea’s motor vehicle exports,
although imports from the EU accounted for 35%. However, China remains
the most important source of parts and components in Korea’s automotive
industry, supplying 33% of parts and components imports for motor vehicle
production in the country. This shows that ASEAN and Korea can still have
huge opportunities to increase trade and production relationships in the motor
vehicle industry.

2. Investment between ASEAN and Korea and the Development
of Korean GVCs
As mentioned previously, the evolution and pattern of trade relationship
between ASEAN and Korea during the last three decades indicates a strong
emergence of Korean companies’ GVC in ASEAN countries. As the production
of manufacturing goods is divided into numerous tasks along the value chains
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and placed in different locations, often in different countries, international
trade becomes the heart of production activities. In this GVC framework,
international trade cannot be separated from investment, particularly in
manufacturing sectors. Network of foreign affiliates established via foreign
direct investment (FDI) is the backbone of GVCs that give rise to trade in
intermediate inputs and parts and components, in addition to more open
market-based trade between contractual partners and arms-length suppliers
(Taglioni & Winkler, 2016). Meanwhile, trade also allows the internationalization
of the supply chain that facilitates the expansion of overseas business and
production activities.
There are various factors behind the emergence of GVCs and FDI. From
an economic perspective, it is supported by the advancement of technology,
particularly information telecommunication technology, innovation in logistics
as well as supply chain management, and liberalization and integration
initiatives (Baldwin, 2011). From multinational companies perspective,
overseas investment and internationalization of their value chain will bring
efficiency by taking advantage of international differences in factor costs and
endowments among locations typically at different stages of economic
development, or by pursuing scale and scope economies across different
institutional settings, market industrial structures, and policies. The emergence
of FDI and GVCs also provide opportunities to developing countries to develop
their industrial sectors while entering the global market for their exported
products. A central element of these changes has been the relocation of
manufacturing sectors to a host of emerging countries, including countries in
Southeast Asia. While this began with light manufacturing such as textiles and
garments, it increasingly covers more high-tech sectors such as motor vehicles
and electronics and information technology products.
The story of trade and investment relations between Korea and ASEAN
mirrors that of FDI and GVC developments at the global level. Korean
manufacturers started to open their production facilities abroad in the early
1980s after finding that industrial development also led to a rapid wage rise.
Along with a significant appreciation of the Korean Won and increasing trade
restrictions in some major trading partners, the situation put Korean manufacturers
at disadvantage. In search of low-cost and capable overseas suppliers, and
expansion of their market, they started to look to the south and found that several
member of ASEAN countries are suitable for internationalization of their
production and expansion of their market (Lee, 1994).
Strengthening Trade and Investment between ASEAN and Korea

93

Korea’s investment came to ASEAN countries in several waves. The first
wave came during the 1980s, where Korean investment in ASEAN grew by
50% annually, mostly to Indonesia, Malaysia, and Singapore.2 Table 4 presents
the distribution of Korea’s overseas investment among ASEAN countries. In
the early 1980s, Indonesia and Malaysia were the top destinations of Korea’s
investment in the region. The trend continues to the early 1990s, with
Indonesia dominated the portion of FDI from Korea. For Indonesia, Korea was
also among the fifth largest sources of investment in that period. 3 The
situation changed in the mid-1990s when Singapore became the top recipient
of Korea’s investment, which signified the second wave of Korea’s investment
in the region. The third wave came when Vietnam started to receive a big
portion of investment from Korea in the early 2000s and continued to
dominate the trend until recently, where around 45% of Korean investment
went to the country.
Table 4. Geographical Distribution of Korean Investment in ASEAN Countries (%)
Country

1981-85

2001-2005

2016-2020

ASEAN
Cambodia
Indonesia
Laos
Malaysia
Myanmar
Philippines
Singapore
Thailand
Vietnam
ASEAN’s Share in Korea’s
Total Investment

69,043
44.9
40.0
7.7
5.8
1.6
-

2,194,799
1.5
19.8
0.1
9.2
0.4
6.6
28.4
7.3
26.7

27,185,085
3.1
11.0
0.8
3.6
4.2
4.2
26.2
1.6
45.2

15.1

7.2

10.6

Notes: Share of investment is calculated based on five year cumulative investment values to
reduce yearly fluctuations.
Source: Calculated based on Statistics of Foreign Direct Investment from Korea Eximbank
accessed at https://stats.koreaexim.go.kr/en/enMain.do (accessed on August 6, 2021).

2

3

Korean FDI figures is calculated based on Statistics of Foreign Direct Investment from
Korea Eximbank accessed at https://stats.koreaexim.go.kr/en/enMain.do (accessed on
August 6, 2021).
The figure is calculated based on statistics from Investment Coordinating Board, accessed
through CEIC Database (accessed on August 7, 2021).
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Just like what happened in the trade relationship, Korean investment in
ASEAN was also affected by the integration of China into the global economy.
The rise of China significantly took Korea’s investment away from ASEAN
as the characteristics of the Chinese economy were similar to some countries
in ASEAN where previously became favorite investment destinations.
Compared to ASEAN countries, China has some advantages including
geographical and cultural closeness, as well as the government’s strong
encouragement of investment in China as one of the effective means of
Korea’s “Northern” politics (Kim, 2010). While Korea’s investment in
ASEAN during the early 1980s accounted for 15% of Korea’s overseas
investment, it declined significantly during the 1990s and early 2000s; by 2005,
only 7% of Korea’s investment went to the region, although the share has been
increasing in the last decade due to dominant Vietnam’s position as the
investment destination.
The changing nature of investment can also be observed in the destination
sectors. Table 5 presents the pattern of Korea’s investment over time. During
the 1980s, consistent with Indonesia’s economic characteristics of that time,
some investment came to the mining sector, taking advantage of the country’s
huge endowment in natural resources. The trend did not continue since
Korea’s companies started to diversify to other countries in the region. Even
since the early day, the largest portion of investment always went to the
manufacturing sector, and it has increased in value and importance. Light
manufacturing, such as textile, garment, and footwear production, dominated
investment in the 1980s to mid-1990s. This trend is in line with the laborintensive characteristics of the industry, and the characteristics of the
destination countries, most of which have an extensive labor pool. By
investing in some Southeast Asian countries, Korean companies set up their
international production network in those light-manufacturing sectors. They
invested and manufactured their products in those countries, imported
intermediate inputs from Korea and elsewhere, and exported the products to
other countries.4

4

On the case of Indonesia’s clothing industry in the 1990s, please see (Dicken & Hassler,
2000), where the authors explain about the country’s clothing sector development and the
emergence of international production network.
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Table 5. Sectoral Distribution of Korea’s Investment in ASEAN Countries (%)
1981-1990

2001-2005

2016-2020

Agriculture, forestry and fishing

Sector

3.2

0.3

0.6

Mining and quarrying

22.6

1.4

1.8

Manufacturing

42.4

57.1

48.8

Food Processing

7.9

3.5

3.2

Textile, Garments and Footwear

10.9

20.9

8.8

Electronics & Electrical Eq.

2.4

14.9

12.4

Automotive

1.7

1.4

3.5

Electricity and Energy

0.0

0.9

1.4

Wholesale and retail trade

6.4

16.9

9.1

Information and communications

0.0

4.9

2.9

Financial and insurance activities

22.9

4.7

21.1

Construction

0.4

3.6

1.5

Transportation and storage

0.3

0.8

1.7

Real estate

0.9

3.7

7.1

Others

0.8

5.7

4.0

Notes: Share of investment is calculated based on five-year cumulative investment values to
reduce yearly fluctuations.
Source: Calculated based on Statistics of Foreign Direct Investment from Korea Exim Bank
accessed at https://stats.koreaexim.go.kr/en/enMain.do (accessed on August 6, 2021).

Along with the development of Korea’s industrial sector, investment in
manufacturing was also changing. By the early 2000s, investment in
technology-intensive industries, such as machinery, electronics, and automotive,
was picking up. Most notable is an investment in electronic industry. Korea’s
electronic industry progressed rapidly so that its products already contributed
to around 25% of the country’s export by the early 1990s. The next step of
progress was to offshore the manufacturing process to other countries, while
domestic industry shifted to the production of more sophisticated parts and
components. Factories shifted to China and then to Vietnam in the latter period
(Frederick, Bamber, Brun, Cho, & Gereffi, 2017).
It is worth paying attention to the case of Vietnam. Korean companies are
currently the leading investors in Vietnam, contributing to around 25% of the
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investment coming into the country between 2016 and 2020.5 Although China
remains the leading recipient of Korea’s investment in Asia, the country is
strengthening its position, as it ranked the fourth-largest destination for
Korea’s investment in the last five years.6 Manufacturing has been the most
important sector, with a share of 61% percent of the accumulated amount of
investment in the period of 1992-2020. However, during the last ten years, the
investment has been dominated by investment in Vietnam’s electronics industry,
which accounted for around one-third of manufacturing investment. The
investment has contributed to Vietnam’s rapid expansion in the electronics and
manufacturing sector. The share of the manufacturing sector in GDP raised from
around 13% in 2010 to almost 20% in 2020. In the same period, electronic
components production grew by 20%, while production of communication
equipment increased by a remarkable 32% growth annually.7
Behind this transformation is a series of economic policies that provide
favorable conditions to foreign investment and multinational enterprises’
operations in the country. Indeed the rapid growth can be attributed to the
production network being developed by multinational enterprises. By 2017,
around 600 foreign electronics firms were located in Vietnam, of which
around 52% were the component and part producers. Ever since the country
initiated the economic reform in 1986, known also as Đổi Mới, the Foreign
Investment Law has been revised several times to facilitate foreign investment
in the country, accompanied by relatively open economic policy and various
other market oriented economic policy, while at the same time encouraging
domestic collaboration in the hope of spillover effect for further industrial
development (Pham, Nguyen, & Johnston, 2020). In the mid-2000s, these
efforts were in line with the strategy of the global electronics industry,

5

6

7

The share of Korea’s investment in Vietnam is calculated based on the amount of Invested
(Registered) Capital from Foreign Investment Agency accessed through CEIC Database
(accessed on August 7, 2021).
Based on the Statistics of Foreign Direct Investment from Korea Eximbank accessed at
https://stats.koreaexim.go.kr/en/enMain.do. Vietnam ranked the fourth, but the second
place is Cayman Island, suggesting that the importance of the country as Korea’s
investment destination may be even greater (accessed on August 6, 2021).
The figure is calculated based on Vietnam Industrial Production Index which reflect the
situation of industrial production growth in general and the growth rate of each
commodity in particular. Data is available from Vietnam’s General Statistics Office,
accessed through CEIC Database (accessed on August 7, 2021).
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including from Korea, which felt the need to diversify their production
networks away from China by setting up their second hubs in other countries.
This domestic policy framework is also supported by initiatives to
improve regional integration initiated at the ASEAN level, as well as bilateral
cooperation between ASEAN countries and major partners in the region,
including Korea. In the next section, we will briefly discuss how those
initiatives have contributed to the economic relationship between Korea and
ASEAN.

3. Regional Integration Initiatives and ASEAN-Korea
Trade and investment relationship between ASEAN and Korea has
enjoyed greater support from the establishment of the ASEAN-Korea Free
Trade Area (AKFTA) in 2009, in which the two parties agreed to implement
the Goods agreement in 2007, the Service agreement in 2009, and the
Investment agreement in 2009 (ASEAN Secretariat, 2012). Since 2010, trade
between the two economies grew by an average of 5.2% annually, much
higher than ASEAN’s trade with the other countries that only grew by 3.7%.
The trade agreement sets out the preferential scheme that allows 90% of the
products being traded between them to enjoy duty-free treatment. The
agreement on trade in services seekss greater market access for services trade,
although many commitments in the agreement seem to provide lower market
access than those specified in the countries’ regulatory framework (Tongzon
& Cheong, 2016). The investment agreement provides guidelines to facilitate
greater investment and improve investment protection between ASEAN
countries and Korea.
In addition to the agreements under the ASEAN framework, some
individual ASEAN countries also engage in bilateral trade agreements with
Korea. Until 2020, there are two ASEAN countries, Singapore and Vietnam,
that have FTAs in effect with Korea. As for Indonesia, it was waiting for the
ratification to implement the already concluded agreement. Some other
countries, Cambodia, Malaysia, and the Philippines, are in the process of
negotiation. The bilateral agreements go deeper than the ASEAN agreement
and often reflect the country’s aspiration to a certain aspect of trade and
investment relations. In the Vietnam-Korea FTA, both countries agreed to
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provide tariff reduction beyond products that have been included in the
ASEAN agreement, including some food and agricultural products. It also
provides more facilitation and protection measures to encourage investment
from Korea. Indonesia-Korea CEPA also extended the existing commitments
by including more goods and schedule of tariff reduction and opening up
opportunities for more services trade.
As discussed previously, the trade and investment relationship between
ASEAN and Korea has been progressing based on the emergence of a regional
value chain and production network, where parts and components are sourced
from numerous countries, processed further, or manufactured as final products
before being exported and sold in other countries. These activities required a
policy framework that goes beyond just the two economies. The trade and
investment relationship is also affected by various other policy frameworks
being developed in the Southeast and Northeast Asia region.
While market-driven integration in the region began earlier in the 1980s,
which networks of international production have emerged consisting of
thousands of firms and subsidiaries, creating an integrated region, more formal
integration initiatives in the region just started in the 1990s when ASEAN
countries agreed to create an ASEAN Free Trade Area (AFTA). Since then,
ASEAN has become the central point for integration initiatives in the region
by forming five ASEAN+1 FTAs and recently concluding the Regional
Comprehensive Economic Partnership (RCEP).8
Those integration initiatives also supported the relationship between
ASEAN and Korea. The free trade area among ASEAN members has
allowed intermediate inputs to be exchanged seamlessly among ASEAN
countries and gave rise to industrial networks in Southeast Asia. ASEAN+1
FTAs also facilitated necessary inputs and services from other countries to
promote the development of the ASEAN Korea relationship and their
production networks. The establishment of RCEP underlines the importance
of regional production networks in the vision of regional integration since
areas of the commitment in this agreement are intended to support further

8

ASEAN+1 FTAs are trade agreement with its six major trading partners. There are five
ASEAN+1 FTAs with China, Japan, Korea, Australia and New Zealand (together known
as CER – Closer Economic Relation), and India. In 2012, all 16 countries agreed to pursue
a region-wide RCEP to facilitate further integration. In 2020, RCEP was signed with 15
negotiating countries, with the exception of India.
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development of production network. Those include simpler rules of origin,
commitments in services trade, as well as some behind-the-border issues,
such as intellectual property rights and investment facilitation (Damuri, 2016).
Being the center of integration initiative, however, does not mean that
ASEAN automatically becomes the center of regional trade and production
network. The position belongs to China. However, future expansion of the
regional production networks requires greater roles of Southeast Asian
countries. However, the changing trade policy environment across the globe
has prompted the international business to make their networks of production
more resilient and adaptive to shocks costs – as demonstrated in the case of
trade tension between the US and China. That has been reinforced by the
disruption of the supply chain during the Covid-19 pandemic.9 One major
strategy is to diversify their supply chain by opening new production
facilities and hubs in various other locations and countries. A survey by Jetro
on the impact of Covid-19 on the supply chain of Japanese multinational
companies in East Asia found that 45% of them try to diversify their sources
of procurement, while 13% of them had reviewed countries of their production
(Japan External Trade Organization (JETRO), 2020). Another survey on
foreign companies operating in China also found that 13.5% of them are
planning to move their operations to other countries, most notably to
ASEAN countries (AmCham and ERIA, 2020). This diversification will also
be important for Korea’s business that so far remains heavily dependent on
China.

9

In the wake of US-China trade war, the tariff increase on China’s products has much
bigger impact than the tariff rate itself since the value of China’s exports, as the basis for
duties paid, also includes value added from other countries. Some estimates mentioned
that the China’s value added on China’s manufacturing exports to the US is low. For
example, only 3.6% of iPhone’s price exported from China actually come from the
country (Xing & Detert, 2010); only 5% of a US$425 made-in China’s suit can be
attributed to the cost of manufacturing in China (Park, Nayyar & Low, 2013).
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4. Economic Relationship Initiatives to Strengthen Trade and
Investment between ASEAN and Korea
In order to explore possible initiatives to strengthen trade and investment
relations between ASEAN and Korea, several issues need to take into account.
First, trade and investment relation are currently concentrated in Vietnam.
Efforts need to be directed towards relations with other ASEAN countries.
Second, a concentrating trend can also be observed in commodities traded and
the production sectors that Korea has invested in ASEAN, especially in the
electronics industry. Korean business in other sectors can also take advantage
of the development in the region and enhance trade and investment relationships.
Third, as described previously, the trade and investment relationship in the
region is mostly the product of market activities from international business in
the region. Various efforts have been initiated to facilitate regional production
networks in the form of trade agreements. However, this market-driven
integration also needs connectivity supports as well as greater regulatory
coherence. Fourth, the current ASEAN and Korea economic relationship
cannot be separated from economic integration in East Asia. Initiatives to
strengthen the trade and investment relationship between the two economies
should also be placed under greater regional integration initiatives.
Given this context, some policy directions can be envisaged to bring the
relationship to a higher level.
First, diversification could become the main aspect for supporting stronger
trade and investment relations. As previously discussed, diversification of trade
and investment would minimize the risks from having too much dependence
on certain sources of the supply chain, and enhance production network
resilience and adaptability. In addition, that may also improve the value
chain’s efficiency.
The rise of production costs in China can provide an economic rationale
for Korea’s businesses to open more production facilities in ASEAN countries.
Labor costs in China are comparably higher than in all ASEAN countries,
although taking into account labor productivity, the unit labor costs – labor
costs to produce one unit of production – are only higher than in some ASEAN
countries (Akhlaque, Lopez, Chua, & Coste, 2017). Among ASEAN countries,
Vietnam has also witnessed rapid increases in production costs. In the period
of 2010-2019, the real minimum wage in Vietnam had risen by 11.3%, much
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higher than other ASEAN countries, such as Indonesia (6.9%), Thailand
(6.4%), or even Cambodia (9.7%) (International Labour Organization, 2021).
Geographical diversification of Korea’s investment and trade to other ASEAN
countries outside Vietnam would reduce pressure for efficiency-seeking
Korea’s business in the region, particularly on production and tasks that
require labor-intensive activities.
Table 6 shows Trade Complementarity Index (TCI) between Korea and
some countries in Asia, including ASEAN. TCI measures the extent to which
one partner country’s export pattern matches Korea’s import pattern10. The
index provides an indication of the level of dissimilarities that create potentials
to complement each other in economic activities. While China used to have a
high degree of complementarity with Korea in the early 2000s, the trend has
been declining recently. A similar situation can also be observed in some
developing countries of Southeast Asia, most notably Thailand. The export
structure of some other ASEAN countries, in particular, Cambodia and the
Philippines seems to be gradually matching Korea’s import pattern of the last
two decades.
Table 6. Trade Complementarity Index Korea and ASEAN Countries
2000-2002

2017-2019

Indonesia

63.1

62.2

Cambodia

8.8

20.2

Philippines

48.7

53.1

Thailand

61.6

56.6

Vietnam

46.6

48.2

China

62.6

55.4

Source: Calculated from COMTRADE Database (accessed on August 5, 2021).

High and increasing complementarity between Korea and some ASEAN
countries can be an indication of the direction of Korea’s diversification.
Cambodia and the Philippines are among the potential countries for the future
10

The index is calculated using the formula 𝑇𝐶𝐼 = 100(1 − ∑

. Where xij is the

share of good i in global exports of country j and mik is the share of good i in all imports
of country k. The index is zero when no goods are exported by one country or imported
by the other and 100 when the export and import shares exactly match.
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direction of Korea’s investment and trade since these countries’ trade and
production structure is increasingly complementary to Korea’s. Indonesia is
also another potential country, although at a slightly different level. The
complementarity between the two countries remains to be high in the last two
decades, indicating the greater possibility of cooperation, although economic
relation between the two countries has yet reached the potentials.
The diversification could also extend on a sectoral basis. Manufacturing
has dominated Korea’s trade and investment in ASEAN countries, with the
electronic sector is taking a greater portion. ASEAN countries have the
potentials to become major production hubs for other manufacturing sectors,
such as Korea’s automotive industry, of which its presence in ASEAN
countries is still limited. One specific potential area is the development of the
electric vehicle (EV) industry in several ASEAN member countries. The
Indonesian government, for example, has an ambitious target to put 2.1 million
electric vehicles on the road by 2025, a number equivalent to 20% of total
vehicles (Oxford Business Group, 2019). At the same time, the country also
aims to become a leading manufacturing hub for EV. While Korea’s car
manufacturers, such as Hyundai, have taped in the opportunities by investing
capital in this sector, investment opportunities can also be found in supporting
industries of EV, such as the manufacturing of batteries or other components.
Outside manufacturing sectors, Korea’s business can also take advantage
of increasing demand for services in ASEAN countries. The services sector in
ASEAN countries has a smaller role than it does in developed countries,
ranging only around 50% of the countries’ GDP. However, there is a shift
toward increasing demand for more modern and knowledge-intensive services
such as finance, business services, telecommunication, and digital services
(Damuri, 2014). As described in Table 5, Korea’s investment in services is
currently concentrated in the financial industry. With recent rapid
development in digital-related activities, Korea’s services enterprises can fill
the increasing needs for telecommunication services in those countries, as well
as other services that are necessary for stronger economic development in
the region.
Progress toward diversification is certainly the result of business decisions.
Nevertheless, the government of Korea and ASEAN countries could encourage
such a process by providing more information on opportunities offered by
greater integration of the two economies. It can be done through intensive
collaborative research and exchange of information on the potentials as well
Strengthening Trade and Investment between ASEAN and Korea
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as challenges in various new areas of business cooperation. The government
of ASEAN and Korea could initiate and facilitate regular business and
economic forums to improve understanding of opportunities for greater
economic relations. The governments can also engage in initiatives that improve
business capacities and knowledge of Small Medium Enterprises (SMEs), to
improve their engagement in trade, investment, and production networks
between the two economies.
Second, stronger trade and investment agreement between Korea and
ASEAN countries can facilitate and promote such diversification. The existing
trade agreements should be extended to various areas beyond the traditional
focus of tariff reduction. Serious discussion on reducing the impact of Nontariff Measures (NTMs) on trade and investment can become an important
agenda to promote the regional production network further. One way to do it
is to elevate the harmonization of trade and investment policy among countries
in the region by adopting certain elaborative rules and principles. It can also
be supported by promoting Mutual Recognition Agreements (MRAs) on
technical regulations on trade that would reduce the time, efforts, and money
needed to comply with those regulations.
Promoting trade and investment in services is another potential area.
ASEAN countries can provide greater market access for services providers
from Korea, particularly in the form of Mode 3 – Commercial Presence, such
as investment in the services sector. They could also look at the possibility of
having greater regulatory coherence in the services sector. All these actually
have been envisioned by ASEAN through some initiatives under ASEAN
Economic Community (AEC). Having these agendas under ASEAN-Korea
cooperation would increase the credibility of the initiatives and increase the
chance for successful implementation. Ideally, these should be done under a
region-wide trade arrangement, such as the RCEP. However, Korea and
ASEAN can start the discussion and formulate a trade agreement model that
accommodates such initiatives. Korea can even initiate the discussion at
bilateral trade negotiations with some ASEAN countries before taking them
to be part of AKFTA in the future.
Third, improving connectivity is the key issue to improve regional
integration and strengthening ASEAN Korea trade and investment. Table 7
shows UNCTAD’s Liner Shipping Bilateral Connectivity Index that indicates
a country pair's integration level into global liner shipping networks. Except
for Singapore, ASEAN countries, in general, tend to have a low shipping
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connectivity index both among the countries and to countries outside the
region. ASEAN’s connectivity index with Korea, in several cases, seems to be
lower than that of China. While it is quite understandable considering the
intensity of economic relations between ASEAN countries and China, it also
shows that the connectivity between Korea and ASEAN needs more
improvement.
One major issue is in financing the development of connectivity-related
infrastructure. ASEAN itself has made efforts to improve its ability to fund its
own regional connectivity through the establishment of an ASEAN
Infrastructure Fund assisted by the Asian Development Bank. This, however,
only managed to gather US$ 483.5 million and therefore only play a marginal
role (Asian Development Bank, 2019). Greater cooperation in infrastructure
development will help improving connectivity in ASEAN countries. In the
ASEAN-Korea Plan of Action 2021-2025, infrastructure development on
transportation and logistics is also highlighted as well as capacity building
on related sectors to connectivity. The ASEAN Connectivity Forum has also
been organized annually to allow the Korean business community to become
an active participant in the region’s development by introducing physical
connectivity-related projects. It is in the interests of Korea to elevate this
cooperation into a more structured scheme such as the realization of the
proposed “ASEAN-Korea Infrastructure Fund,” in addition to the existing
Korea Overseas Infrastructure and Urban Development.11
Cooperation in infrastructure development will also support Korean
businesses to enter the ever-growing services sector in ASEAN countries, as
previously explained as part of the diversification attempts. More diversified
ASEAN-Korea economic relation is also in line with the spirit of Korea’s New
Southern Policy Plus (NSP+) that will reduce economic dependence toward
certain countries and areas of activities, while at the same time will bring
economic relation between the two economies to a higher level.

11

The idea of the fund was mentioned in the ASEAN-Korea Connectivity Forum. It was
said that the fund will mobilize US$ 100 million to promote mutual cooperation in
infrastructure development.
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Table 7. Bilateral Liner Shipping Connectivity in East Asian Countries
Cambodia Indonesia Malaysia Philippines Singapore Thailand Vietnam Korea China Japan
ASEAN
Cambodia

-

0.15

0.18

0.15

0.18

0.20

0.19

0.17

0.19

0.17

Indonesia
Malaysia

0.15
0.18

0.36

0.36
-

0.22
0.26

0.41
0.82

0.33
0.38

0.32
0.36

0.24
0.58

0.28
0.68

0.24
0.33

Philippines

0.15

0.22

0.26

-

0.27

0.21

0.20

0.28

0.32

0.22

Singapore

0.18

0.41

0.82

0.27

-

0.46

0.48

0.68

0.84

0.35

Thailand

0.20

0.33

0.38

0.21

0.46

-

0.43

0.32

0.37

0.33

Vietnam

0.19

0.32

0.36

0.2

0.48

0.43

-

0.40

0.49

0.33

East Asian Countries
Korea

0.17

0.24

0.58

0.28

0.68

0.32

0.40

-

0.93

0.53

China

0.19

0.28

0.68

0.32

0.84

0.37

0.49

0.93

-

0.63

Japan

0.17

0.24

0.33

0.32

0.35

0.33

0.33

0.53

0.63

-

Source: UNCTAD Maritime Transport Statistics (accessed on August 10, 2021).

5. Conclusion
While trade and investment between ASEAN countries and Korea have
been growing strongly in the last three decades, there are still potentials that
have yet been explored. With more than 40% of Korea’s trade and investment
channeled to Vietnam, Korea’s businesses still has many opportunities to take
advantage of the growing market and economy in other ASEAN countries.
Korea’s business activities should also consider taking bigger roles in the
development of the services sector in the region. The post-pandemic era will
accentuate the importance of services in economic development, particularly
in digitally-related services and supporting sectors. The current recovery
period provides momentum for stronger trade and investment relations
between the two economies.
This should be supported by greater cooperation initiatives and programs.
Trade agreements should aim to enhance facilitation and reduce various
measures that currently hold back trade and investment and make them costly.
These include achieving higher coherence of regulatory framework in Korea
and ASEAN countries, as well as removing unnecessary trade and investment
barriers. Communication and exchange of information should also be
enhanced to allow businesses from the two economies to learn and explore
new opportunities with governments’ support. Finally, improving connectivity,
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especially in ASEAN, is a major aspect that can bring economic relations to a
higher level. Korea has the capacity to participate further in infrastructure
development, notably in the development of digital connectivity infrastructure
that will define the future of economic development in the region.
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FinTech and Financial Inclusion:
A Vital Space for ASEAN-Republic of
Korea Cooperation
Cyn-Young Park*, Ryan Jacildo**, and Rogelio Mercado Jr.***

6

The COVID-19 pandemic has struck a devastating blow to national health
systems, local businesses, and labor markets globally. It also severely derailed
Asia’s tourism, trade, and investment, exposing the vulnerabilities of
globalization and reliance on open trade systems. Daunting challenges ahead
of us to overcome and recover from the pandemic require a new approach to
the revitalization of regional cooperation. The renewed regional agenda should
include building resilience to future shocks and making best use of
digitalization and innovation for more inclusive and sustainable growth.
ASEAN has emerged as an economically, socially, and politically
important regional group that brings balance and stability in the Asia-Pacific
region amid rising tensions between the United States and the People’s
Republic of China (PRC).1 As one economic bloc, ASEAN is the Republic of
Korea (hereinafter, Korea) second-largest trading partner after the PRC and
The views expressed in this chapter are those of the authors and do not necessarily reflect
the views and policies of the Asian Development Bank (ADB) or its Board of Governors
or the governments they represent. The authors thank Mara Claire Tayag, Ana Kristel
Molina, and Clemence Fatima Cruz for their data support.
*** Director of the Regional Cooperation and Integration Division in the Economic Research
and Regional Cooperation Department, Asian Development Bank
*** Consulting Economist at Regional Cooperation and Integration Division in the Economic
Research and Regional Cooperation Department, Asian Development Bank
*** Economist at Regional Cooperation and Integration Division in the Economic Research
and Regional Cooperation Department, Asian Development Bank
1 ASEAN refers to the Association of Southeast Asian Nations. It is comprised of Brunei
Darussalam, Cambodia, Indonesia, Malaysia, Lao PDR, Myanmar, the Philippines,
Singapore, Thailand, and Viet Nam.
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third-largest direct investment destination after the United States and Europe.
With the mega trade deal centered on ASEAN, the Regional Comprehensive
Economic Partnership (RCEP) signed in November 2019, ASEAN is
expected to play a crucial role in maintaining open regionalism and restoring
multilateralism in international trade and trade policy. This also opens a
window of excellent opportunity to deepen cooperation between ASEAN and
Korea to recover from the pandemic, reinforce regional trade and supply
chains, and build a solid platform for mutually beneficial growth and
development.
The New Southern Policy (NSP) launched by the Korean government in
November 2017 aimed to deepen ASEAN–Korea economic ties, and strike a
balance between Korea’s diplomatic relationships traditionally biased toward
the big four (i.e., the United States, the People’s Republic of China, Japan, and
Russia). NSP’s overarching policy objectives are set on three pillars: people,
peace, and prosperity (Government of Korea, Presidential Commission on
NSP, n.d.). The underlying objective is to form a multilateral economic and
diplomatic framework as Korea seeks to diversify its external markets and
make its economy more resilient and adaptable to the changing landscape of
foreign diplomacy and international relations (Kwak, 2018). NSP also pursues
cultural exchanges with ASEAN and India, facilitating mutually beneficial
and future-oriented economic cooperation, and promoting peaceful and safe
environment in the region (Government of Korea, Presidential Commission
on NSP, n.d.).
Korea is one of the long-standing development partners of ASEAN on
many fronts and has recently focused on supporting ASEAN’s financial
development through investment and knowledge sharing for building financial
infrastructure. Recent years’ emergence of digitally enabled business and
financial models suggests the strong potential of financial technology (FinTech)
as one of the key areas for ASEAN–Korea financial cooperation in the coming
years. Especially in the aftermath of COVID-19 pandemic, it is critical for
ASEAN–Korea financial cooperation to be able to boost the momentum of the
digital transition. To do so, it would need to build a strong digital ecosystem
to nurture FinTech start-ups and innovative financial solutions, and contribute
to the inclusive and resilient recovery.
The succeeding sections of this chapter are organized as follows.
Section 2 offers a review of ASEAN’s growing economy and new
opportunities for ASEAN–Korea economic cooperation. Section 3 considers
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FinTech opportunities for those excluded in the traditional formal financial
services, while Section 4 focuses on the benefits of FinTech. Section 5
discusses how ASEAN–Korea cooperation can be leveraged to encourage
development in the FinTech space. The last section concludes.

2. ASEAN–Korea Cooperation Presents Untapped Opportunities
Economic growth prospects in ASEAN attract investment and make the
region ripe for innovation.
ASEAN is an attractive regional market with its sizeable market and
growth prospects. The regional bloc has a combined population of over 650
million, which is bigger than the European Union’s 450 million and North
American Free Trade Agreement, with a population of 500 million or so
(Table 1). Five ASEAN economies have populations bigger than Korea’s 50
million, and Indonesia and the Philippines’ have more than double that
population. The combined market size of ASEAN was about $3.2 trillion in
Table 1. Economic Size and Growth Outlook
Country
Brunei
Darussalam
Cambodia
Indonesia
Lao PDR
Malaysia
Myanmar
Philippines
Singapore
Thailand
Viet Nam
ASEAN

Population
(million)
2019
2025
0.5
0.5

GDP
GDP per capita Average GDP growth
($ billion)
($)
(%)
2019 2025 2019 2025 2016-19 2021-25
13
15 29,283 32,955
0.7
2.1

15.6
266.9
7.2
32.5
52.8
107.3
5.7
69.6
96.5
655

27
1,120
19
365
69
377
374
544
330
3,237

16.5
282.5
7.8
35.0
54.8
117.3
6.1
70.3
101.8
693

37
1,562
27
525
99
547
449
670
517
4,448

1,713
4,196
2,626
11,213
1,302
3,512
65,636
7,815
3,415
4,946

2,217
5,530
3,452
14,991
1,806
4,663
73,368
9,522
5,083
6,422

7.1
5.1
6.2
4.8
6.3
6.6
3.2
3.5
6.9
5.1

6.0
5.3
5.6
5.7
1.4
6.6
3.3
3.8
6.8
5.2

Notes: GDP = Gross Domestic Product. Population, GDP, and GDP growth forecasts were taken
from IMF’s World Economic Outlook Database, April 2021. The ASEAN GDP growth
is calculated as the weighted average of the GDP growth of individual ASEAN economies
using GDP at purchasing power parity as weights.
Source: Authors, based on IMF’s World Economic Outlook database (accessed April 2021).

FinTech and Financial Inclusion: A Vital Space for ASEAN-Republic of Korea Cooperation

111

2019, with Indonesia being the largest market, with an annual income of $1.1
trillion. Among ASEAN economies, Singapore had the highest per capita
current price income at $65,000 in 2019, followed by Brunei Darussalam and
Malaysia.
According to the IMF’s World Economic Outlook Database (April 2021),
the ASEAN region is expected to sustain robust growth in the coming years,
and its economies are projected to grow, on average, by about 5% a year
between 2021 and 2025, roughly the same growth rate as in 2016 to 2019.
Cambodia, Indonesia, Lao PDR, the Philippines, and Viet Nam are expected
to expand above the regional average over the coming years. Consequently,
the combined market size of the region will reach $4.4 trillion by 2025, with
per capita income reaching $6,000.
ASEAN also offers new business opportunities for many multinational
corporations that are expanding their markets and operations in Asia. In 2019,
the total market value of listed companies in the region reached $2.6 trillion.
The financial sector presents strong growth potential. The total banking sector
assets breached $3.6 trillion in 2019, which is about a third higher than the
level in 2016, while the assets of non-bank financial institutions are much
smaller at $604 billion. The use of digital tools is similarly gaining patronage.
About 38% of the working-age population in ASEAN used digital payments
in 2017, or over five percentage points higher than three years prior. Singapore,
Thailand, Indonesia, and Malaysia have the largest markets in ASEAN, and
their population is relatively more digitally inclined than neighboring countries
(Table 2).
As a rapidly integrating economic bloc, ASEAN also presents a balancing
power to Korea’s current economic partnerships. As mentioned, the New
Southern Policy (NSP) signaled a recalibration in Korea’s diplomatic relationship
(Kwak, 2018; Nicolas, 2021) to balance its relations with the traditional big
four, namely Japan, PRC, the Russian Federation, and the United States, on
the one hand, and its southern neighbors, on the other hand. While the private
companies have steadily increased their operations in the ASEAN region over
the past few decades, the NSP can be viewed as a new effort to strengthen the
Korean government’s effort to increase socioeconomic ties with ASEAN in
the coming years.
Collaborating on innovation is given high priority in this policy. Nicolas
(2021) observes that the strategy has shifted toward niche activities where
Korea has a competitive advantage, such as the market for smart city projects.
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Within the NSP framework, the focus on digital activities, including digital
finance as an area of engagement, has also attracted policy attention (Kim, Lee,
and Kim, 2020). Moreover, considering the COVID-19 pandemic impact, the
policy’s recent evolution into “NSP Plus” places a greater premium on digital
connectivity and future industries while highlighting the need for public health
cooperation (Hoo, 2021; Nicolas, 2021).
Table 2. Market and Investment Potential Indicators
Country

Brunei
Darussalam
Cambodia
Indonesia
Lao PDR
Malaysia
Myanmar
Philippines
Singapore
Thailand
Viet Nam
ASEAN

Market
capitalization
($ billion)
2016
2019

Banking sector
assets ($ billion)

NBFI assets
($ billion)

Digital payments
(% age 15+)

2016

2019

2016

2019

2014

2017

…

…

6.9

7.1

1.1

1.3

…

…

0.2
433.8
1.3
363.1
0.4
239.9
649.5
437.3
73.9
2,199

0.7
523.3
1.1
404.0
0.4
275.4
697.3
569.2
149.8
2,621

21.9
469.8
…
478.7
30.0
244.5
464.8
732.4
288.7
2,738

42.3
584.8
…
630.3
43.2
324.1
584.1
1,008.1
395.8
3,620

0.4
79.7
…
…
…
105.3
…
270.9
…
457

0.8
84.7
…
…
…
124.3
…
393.0
…
604

17.6
22.4
…
57.8
3.9
19.5
87.0
33.2
18.1
32.4

15.6
34.6
13.3
70.4
7.7
25.1
90.1
62.3
22.7
38.0

NBFI=Nonbank Financial Institution.
Notes: … = unavailable data. The market capitalization of listed companies in Cambodia, Lao
PDR, and Myanmar is sourced in local currency from national exchanges and converted
to US dollars using end-of-period annual exchange rates.The data for the other ASEAN
economies are originally expressed in US dollars sourced from the World Federation of
Exchanges. Banking sector assets include total claims of deposit money bank in the
central bank, central government, and other sectors. Non-bank financial institution assets
include total claims on deposit money banks, central government, and other sectors.
Values for banking and non-bank financial institutions are converted to US dollars using
end-of-period annual exchange rates. Digital payments pertain to the percentage of those
above the age of 15 who made or received digital payments in the past year.
Source: Authors, based on GPFI, G20 Financial Inclusion Indicators database; IMF International
Financial Statistics database; Cambodia Securities Exchange; Lao Securities Exchange;
Yangon Stock Exchange; World Bank, Global Financial Development Indicators database;
and World Federation of Exchanges database (accessed April and May 2021).

As it stands, bilateral economic ties between Korea and ASEAN seem
rather more limited in scale compared to those of either PRC or Japan. For
instance, Korea’s outward direct investment in the ASEAN region amounted
to about $9.9 billion in 2019, lower than PRC’s $13.0 billion and Japan’s $31.3
billion. Korea’s merchandise exports to ASEAN were $95 billion in 2019,
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falling short of PRC’s $360 billion and Japans’ $106 billion. Korea’s financial
exposures to ASEAN also remain limited. Korea held $19 billion worth of
ASEAN investment portfolio assets at the end of 2019, while PRC held $21
billion, and Japan $101 billion. In cross-border bank claims, Korea held $23
billion in ASEAN economies in 2019, while Japan had $185 billion.
The disparity does not discount Korea’s strong economic interest in
ASEAN economies. Korea allocated larger proportions of its exports and
investments in the ASEAN region. In 2019, ASEAN received about 15.4%
of Korea’s total outward direct investments, slightly higher than Japan’s
13.8% and PRC’s 9.5% (Figure 1a). In addition, ASEAN is a major export
destination, accounting for 18% of Korean total merchandise exports, which
is higher than PRC’s 14% and Japan’s 15% (Figure 1b). Korea and PRC
also had roughly equal shares of portfolio asset holdings in ASEAN
economies at the end of 2019 at 2%, versus Japan’s 1% (Figure 1c); while
Korea’s share of bank claims in ASEAN is 12% and Japan’s is 5% (Figure 1d).
Nevertheless, Korean direct investments in the regional bloc are
concentrated in Singapore and Viet Nam, which accounted for over 78% of
the inflows in 2019. Viet Nam received roughly $4.6 billion, while Singapore
brought in about $3.2 billion that year. Incidentally, Viet Nam was also
Korea’s largest export market in ASEAN in 2019. Viet Nam received about
$49.0 billion worth of merchandise exports. Malaysia and Singapore followed
with each country receiving about $9.0 billion worth of Korean exports. Korea
held $11.5 billion worth of Singapore portfolio assets at the end of 2019,
followed far behind by Indonesia at $3.7 billion.2
ASEAN’s strong business and market potential continue to draw many
business and investment interests from Korean companies and financial
institutions. As Korean companies have expanded in ASEAN, their demand
for Korean financial firms’ operations in the regional bloc has also increased.
Korean financial firms had about 150 subsidiaries and branches in ASEAN as
of June 2019, according to the Korean Financial Services Commission (2019).
While this presents a small share of the total assets of Korean financial firms,
their subsidiaries and branches report high profits and returns on assets,
showing strong potential for growth.
2

The calculations of country-level shares in Korea’s overseas direct investment, exports,
and portfolio investment are based on the data obtained from the sources indicated under
Figure 1.
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Figure 1. Economic ties of PRC, Japan, and Korea with ASEAN
a. Outward direct investment to ASEAN

b. Export shares by partner,
2019 (% share)

c. Portfolio investment by partner,
2019 (% share)

d. Cross-border bank claims by partner,
2019 (% share)

PRC = People’s Republic of China. LHS = left hand scale. RHS = right hand scale.
Notes: Exports - Values are the share of total merchandise exports. East Asia includes Hong
Kong, China; Japan; the People’s Republic of China; and Korea. ASEAN includes Brunei
Darussalam, Cambodia, Indonesia, Lao PDR, Malaysia, Myanmar, the Philippines,
Singapore, Thailand, and Viet Nam. Rest of Asia refers to Asia and the Pacific economies
not included in East Asia and ASEAN sample. Rest of the World includes all other
economies not part of Asia and the Pacific.
Portfolio investment - Values are the share of total portfolio holdings. East Asia includes
Hong Kong, China; Japan; the People’s Republic of China; and Korea. ASEAN includes
Brunei Darussalam, Cambodia, Indonesia, Lao PDR, Malaysia, Myanmar, the Philippines,
Singapore, Thailand, and Viet Nam. But few ASEAN partner economies have data; only
Indonesia, Malaysia, the Philippines, Singapore and Thailand. Rest of Asia refers to Asia
and the Pacific economies not included in East Asia and ASEAN sample. Rest of the World
includes all other economies not part of Asia and the Pacific.
Cross-border bank claims - Values are the share of total banking sector claims. East Asia
includes Hong Kong, China; Japan; the People’s Republic of China; and Korea. ASEAN
includes Brunei Darussalam, Cambodia, Indonesia, Lao PDR, Malaysia, Myanmar, the
Philippines, Singapore, Thailand, and Viet Nam. Rest of Asia refers to Asia and the
Pacific economies not included in East Asia and ASEAN sample. Rest of the World
includes all other economies not part of Asia and the Pacific.
Sources: Authors, based on CEIC and Korea Exim Bank Overseas Investment Trend database
(accessed May 2021) for outward direct investment, IMF’s Direction of Trade Statistics
(accessed April 2021) for exports, IMF’s Coordinated Portfolio Investment Survey
(accessed March 2021) for portfolio investment, and Bank for International Settlements,
Locational Banking Statistics database (accessed May 2021) for cross-border bank lending.
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3. FinTech Opens Opportunities to People Excluded by
Traditional Formal Financial Channels
Financial development remains central to promoting economic growth.
Economic literature suggests a well-functioning financial system plays a
pivotal role in promoting economic growth and reducing poverty by improving
allocative efficiency of financial resources, enabling information collection,
contract enforcement, and transaction—and so contributing to income growth
(Demirgüç-Kunt, Asli, and Levine, 2008; Levine, 2005). Although not without
contention, a significant body of empirical literature also established a positive
relationship between financial sector development and real economic activity,
as financial sector development eases constraints on credit that hamper
investment and improves the productive capacity of an economy (World Bank,
2013).
The ASEAN financial systems have made significant progress over the
past few decades. For instance, on average, the bank lending-to-GDP ratio in
ASEAN has increased by more than 35 percentage points since 2010.3 Yet,
notwithstanding the growth and expansion in the financial services offered,
many individual systems are still at a developing stage, with Singapore a
notable exception. A large proportion of the population and small firms is still
excluded even from basic financial services like credit lending and money
transfer. Given the bottlenecks hampering credit intermediation, the economies
cannot fully take advantage of its sizeable savings. Banks in ASEAN economies
also face operational constraints and are still elusive to many individuals and
firms in the region.
In recent years, FinTech has opened opportunities to increase financial
access amid deepening digitalization. The COVID-19 pandemic has further
accelerated the adoption of FinTech solutions due to contact restrictions.
Google, Temasek, and Bain & Company (2020), for instance, showed that
active users of mobile banking services rose by 73% in Viet Nam, 53% in the
Philippines, and 44% in Indonesia in the first nine months of 2020 compared
to the same period in 2019. Fu and Mishra (2020) examined the FinTech app
downloads in 71 countries and suggested that the relative rate of daily downloads
increased between 29.2% and 32.8% during the peak of the pandemic.
3

Table A1 in the Appendix shows the full table of the sources of financing in ASEAN.
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The agility and scalability of these solutions offer cost-efficient alternatives
for those excluded from the traditional financial infrastructure. To some extent,
FinTech is also giving a new face to non-bank lending. The prospects of
FinTech are indeed very promising. Based on the survey results of UOB, PwC,
and SFA (2020), about four in every five FinTech firms operating in ASEAN
indicate they expect to continue expanding. Over 70% of these firms (i.e., 78%
of those with headquarters in ASEAN and 69% of those with headquarters
outside ASEAN) likewise revealed that ASEAN is still their top market choice
for expansion. However, a number of risks and challenges need to be
addressed to maximize its growing role in promoting financial inclusion in
ASEAN.

Exclusion from finance remains a challenge in ASEAN.
Despite significant improvements in recent years, access to bank
infrastructure and finance is underwhelming in many ASEAN economies
(Table 3). The number of people in ASEAN who are left out is still substantial,
especially those living outside Malaysia, Singapore, and Thailand. For
instance, based on the Global Findex data, the share of the population aged 15
and above without bank accounts outside those economies ranges from 52%
to 82% in 2017. That is more than 229 million people of working age having
no financial institution account in the six economies surveyed (or over 246
million if those in Malaysia, Singapore, and Thailand are included).4 The
proportions of the population without debit and credit cards are even higher.
As it stands, the region still lags in these metrics by a good margin relative to
East Asia and the Pacific and other high-income economies.
Micro, small, and medium enterprises (MSME) in ASEAN also struggle
to get formal financing for their operations. The financing gap (i.e., credit
demanded net of credit provision) is substantial across the economies in the
bloc (Figure 2). As a proportion of GDP, the gap ranges from 7.2% to 76.0%
in 2017. In six out of the eight ASEAN economies with available data, the gap
even exceeds the provision. It is particularly concerning in the Philippines.

4

The estimates are based on World Bank (2018) Global Findex Database 2017 (accessed
April 2021) and United Nations, Department of Economic and Social Affairs, Population
Division (2019) World Population Prospects 2019, Online Edition. Rev. 1 Database
(accessed April 2021).
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With an MSME financing gap well above 70% of GDP, credit provision in the
Philippines has to increase by 15.5 times to meet demand.
Table 3. Access to Traditional Finance Instruments in ASEAN
(% of population age 15+)
Economy

Financial institution
account

Debit card
ownership

Credit card
ownership

2011a

2017

2011a

2017

2011a

2017

Cambodia

3.7

17.8

2.9

7.2

0.1

0.6

Indonesia

19.6

48.4

10.5

30.8

0.5

2.4

Lao PDR

26.8

29.1

6.5

12.7

3.1

0.6

Myanmar

22.6

25.6

1.7

4.9

0.0

0.1

Malaysia

66.2

85.1

23.1

73.8

11.9

21.3

Philippines

26.6

31.8

13.2

21.0

3.2

1.9

Singapore

98.2

97.8

28.6

91.8

37.3

48.9

Thailand

72.7

81.0

43.1

59.8

4.5

9.8

Viet Nam

21.4

30.0

14.6

26.7

1.2

4.1

59.9

73.5

34.5

59.7

13.1

21.6

88.3

93.7

60.7

83.2

49.1

54.9

East Asia and
the Pacific
High income
economies

Note: a – Myanmar’s data are for 2014. There’s no data for Brunei Darussalam. Aggregations of
East Asia and the Pacific and High Income Economies are based on the source’s definitions.
Source: World Bank. 2018. Global Findex Database 2017 (accessed April 2021).

Prudential regulations that banks are required to follow and the cost of entry
tend to deter client participation in the banking system. These barriers are
especially problematic in economies where information asymmetry is of a grave
concern. 5 Understandably, ASEAN regulators have prioritized maintaining
banking sector soundness since the Asian financial crisis. For commercial
banks, this means having exhaustive client screening procedures, periodic

5

The risk treatment of MSMEs and the corresponding risk weight assigned to their loans
are concerns raised regarding the Basel accords. The empirical analysis of Fišera, Horváth,
and Melecký (2019) argued that Basel III tends to have a short-term, moderately negative
effect on SME assess to finance in emerging markets and developing economies and
“SMEs that were initially on the fringes of financial inclusion could have been affected
more adversely than SMEs already using bank credit.”
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financial stress testing, and regular review of risk exposure. In some cases, the
lack of physical access to a bank branch is another issue, particularly in rural
areas. The absence of strong competition among banks is another matter.
Despite a large number of institutions, competition is fairly subdued in several
ASEAN markets where a few large banks maintain dominant positions.6
Figure 2. MSME Credit Provision and Finance Gap, 2017 (% of GDP)
Credit Provision (LHS)

Finance Gap (LHS)

Demand-Provision Ratio (RHS)
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LHS = left hand scale. RHS = right hand scale.
Source: Authors, based on SME Finance Forum MSME Finance Gap Database, Updated October
2018 (accessed April 2021).

Closing the chasm between credit provision and demand among the
“unbanked” and “underbanked” is an ongoing policy challenge. Over the years,
governments in ASEAN have established credit bureaus and specialized
banking institutions to target different sectors, enacted mandated credit
programs such as those in Indonesia and the Philippines, offered soft loans and
interest rate subsidies, and created credit guarantees (ADB, 2020) to help some
of the excluded sectors obtain funding. Financial literacy campaigns have been
started to help individuals and raise awareness of the importance of financial
system participation and the ways to get involved.

6

Subramaniam, Ab-Rahim, and Selvarajan (2019) argue that banking sectors are highly
concentrated in Brunei Darussalam, the Philippines, and Singapore; moderately concentrated
in Viet Nam; and competitive in Indonesia, Malaysia, and Thailand. Ventouri (2018) also
purports that banks in Indonesia, Malaysia, the Philippines, Singapore, and Thailand operate
under monopolistic competition at varying degrees across economies.
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FinTech solutions democratize financial services.
The FinTech space is broad and has already touched on most if not all
functions of traditional financial institutions. The taxonomy in Table 4 shows
that FinTech services include lending, payment, fund repository, investing and
asset management, risk assessment, insurance, and financial management,
among others. These services can be tailored to individual clients or firms
depending on needs and specific risk factors.
FinTech solutions are offered by standalone FinTech firms or tucked into
digital services such as payment solutions in e-commerce and logistics platforms.
The trend of traditional financial institutions collaborating with FinTech firms
and embracing FinTech solutions is gaining traction as well. Even the
specialized Shariah finance market is experiencing rapid adoption of FinTech
solutions, as seen in Indonesia, Malaysia, and Singapore (DinarStandard and
Elipses, 2021). Likewise, Brunei Darussalam is supporting the growth of
Islamic FinTech domestically (Government of Brunei Darussalam, Autoriti
Monetari Brunei Darussalam, 2020).
The promise of FinTech in promoting financial inclusion stems from the
agility of the solutions in delivering needed services with relative ease.
Similarly, FinTech has provided access to the savings of the “crowd” for those
seeking loans (outside of the traditional fund sources) and access to alternative
investment markets for retail or institutional investors looking for specific
sectors to place capital. Through the use of artificial intelligence, machine
learning, and big data to assess risk, FinTech solutions provide relevant
information to market players and open avenues where they can interact
directly. In this sense, FinTech democratizes financial services as it allows
consumers and firms to engage in payments, lending, asset management,
crowdfunding, and the like more easily, expands their financial options and
gives them greater decision-making power. In a traditional setup, decisions
about to whom the savings of depositors are lent are left to intermediaries like
banks, whereas access to capital markets such as equities and bonds can be
restrictive for both small investors and borrowers.
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Table 4. The FinTech Taxonomy
Business
model
Digital
Payments

Subcategory

Description

Mobile money/
Wallet/P2P transfers
Remittances/
International money
transfers
Payment gateways and
aggregators
Mobile Point of Sales
(mPOS) and Point of
Sales (POS)
Others

Mobile solutions to transfer and manage money
Online and mobile solutions designed to send money
to companies or people abroad
Solutions to accept, authorize, and process payments
on digital platforms
Point of sale terminals for mobile phones and small
businesses

Other technological solutions regarding digital
payments
Digital Lending Balance sheet business Platforms operated by a body that directly provides
lending
online credit to businesses
Balance sheet consumer Platforms operated by an entity that directly provides
lending
online credit to consumers
P2P business lending Online platforms through which people/other
institutions provide loans to business
P2P consumer lending Online platforms through which people/other
institutions provide loans to consumers/individuals
Factoring and invoice Online platforms through which persons or entities
lending
purchase invoices or accounts payable of other
businesses or provide loans backed by them
Investment
Equity crowdfunding Platform through which people finance or invest in
Crowdfunding
private companies
Donations
Platforms through which donors provide financial
crowdfunding
resources to individuals, projects, or companies that
have philanthropic motivations without expecting a
monetary return
Rewards crowdfunding Platforms under which people contribute financial
resources to individuals, projects, or companies in
exchange for products or monetary rewards
Real estate
Platform through which people finance or acquire
crowdfunding
equity in real estate projects
AI/ML/Big
Alternative credit
Alternative solutions to measuring people or
Data Analytics scoring
companies’ credit risks
Customer marketing/ Data analytics solutions for better targeting of
data analytics
customers and gain customer intelligence
Customer assistant/
Chatbots based on AI/ML to assist customers
AI chatbots
Others
Other AI/ML/Big Data analytics solutions
Online platforms to supply and provide asset
Digital Asset Digital wealth
management services
Management management
Social trading
Platforms that provide investment advice through a
social network
Robo-advisors
Asset management automated solutions based on
algorithms or artificial intelligence
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Table 4. Continued
Business
Subcategory
model
Trading and
FX solutions
Capital Markets
Stock market solutions
and exchanges
Others
Personal
Financial
Management

Savings
Financial comparison
sites
Others

Description
Foreign currency trading solutions for people and
companies
Stock and debt trade solutions and electronic
exchanges
Other technological solutions to simplify or execute
transactions between other types of assets
Digital tools for consumers that simplify savings
management and expenditure organization. Also,
covers micro-savings solutions
Online and mobile platforms comparing different
financial products and their characteristics
Other technological solutions for personal financial
management
Personal verification and authentication solutions to
access and authorize financial transactions
Know your customer solutions regarding their
financial services suppliers
Solutions focused on fraud prevention and
operational risk management of financial institutions
Software solutions for banking infrastructure
Solutions that make it more efficient and effective to
manage with regulatory/compliance requirements
Other solutions for financial institutions
Online platforms to issue and manage invoices
Online platforms for accounting and tax calculation
Online platforms for financial administration and
business performance analytics generation

Enterprise
Security and digital
Technology for ID/biometrics
Financial
KYC solutions
Institutions
Fraud prevention and
risk management
Core banking software
RegTech solutions for
regulatory compliance
Others
Enterprise
Electronic invoicing
Digital accounting
Financial
Management Financial management
and business
intelligence
Payment collection
Digital solutions to simplify or manage the recovery
of companies’ account receivables
Others
Other technological management solutions
InsurTech
Micro-insurance
Solutions that provide micro-insurance and fractional
insurance
P2P insurance
Platform that provides insurance based on other
people/institutions investing in them
Insurance comparison Comparison sites for comparing/selecting best
insurance products
Others
Other InsurTech solutions
AI = artificial intelligence. FX = foreign exchange. KYC = know your customer. ML = machine
learning. P2P = peer-to-peer.
Note: Refer to Table 4 on pages 15-16 of CCAF, ADBI, and FinTech Space (2019).
Source: CCAF, ADBI, and FinTech Space (2019).
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The ASEAN FinTech sector is navigating the challenges well.
While FinTech solutions and their providers have become significantly
more ubiquitous in recent years, at present, official statistics for these
activities are still largely in the works in ASEAN. Drawing on the data from
UOB, PwC, and SFA (2020), however, the FinTech ecosystem in ASEAN
can be characterized as nascent but has picked up pace in recent years. As of
September 2020, it is estimated that there are over 2,700 FinTech firms in
Indonesia, Malaysia, the Philippines, Singapore, Thailand, and Viet Nam.
About 43% of these firms are domiciled in Singapore, which is indicative of
the favorable ecosystem in the country due to government support and
cooperation among industry networks. The strong digital orientation of the
population, infrastructure quality, and the maturity of the financial market in
Singapore also help. More than a third of them are in Indonesia and Malaysia,
and the remaining one-fifth are based in the Philippines, Thailand, and Viet Nam.
The expansion of FinTech companies in the region has been robust in the
last few years. Between 2012 and 2019, the total number of firms in the
aforementioned six ASEAN economies has grown by more than six folds
(Figure 3). Indonesia and Singapore have seen the number of FinTech firms
operating in their jurisdictions rise more than sevenfold over the period. The
same picture is conveyed by the data on the value of the funding deals in
ASEAN. The trend is on the rise, and the aggregate amount of funded FinTech
deals has gone up by about a factor of 8 between 2016 and 2019 (Figure 4). In
these economies, the total amount raised in 2019 is just below $1.4 billion
excluding deals with undisclosed amounts. FinTech firms in Singapore,
Indonesia, and Viet Nam have raised the most funds between 2016 and 2019,
combining for more than 80% of the disclosed fundraising in those six economies.
Various FinTech services are available to ASEAN clients, and the
benchmarking study of Cambridge Centre for Alternative Finance, Asian
Development Bank Institute, and FinTech Space notes that FinTech firms can
be involved in more than one business line (CCAF, ADBI, and FinTech Space
2019). The survey data used in the study show that most ASEAN FinTech firms
offer digital lending and payment services (Figure 5). The prominence of digital
lending and payment services is also evident at the country level (Figure 6).
Many provide services related to crowdfunding and financial technology for
enterprises as well.
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Figure 3. Number of FinTech Firms in Selected ASEAN Economies, 2012–2020
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YTD = year-to-date.
Note: The data in 2020 are as of September. There is no data for Brunei Darussalam, Cambodia,
Lao PDR, and Myanmar.
Source: UOB, PwC, and SFA (2020).

Figure 4. FinTech Funding Deal Value in Selected ASEAN Economies,
2016–2019 ($ million)
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Note: The ASEAN economies with data are Indonesia, Malaysia, the Philippines, Singapore, Thailand,
and Viet Nam. Deals with undisclosed amounts are not included in the total funding calculation.
There is no data for Brunei Darussalam, Cambodia, Lao PDR, and Myanmar.
Source: UOB, PwC, and SFA. FinTech in ASEAN: Get Up, Reset, Go! (2020) Interactive
database (accessed April 2021).
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Figure 5. ASEAN FinTech Landscape by Business Model, 2019 (%)
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AI = artificial intelligence. ML = machine learning.
Note: A FinTech firm can be involved in more than one business line; thus the sum exceeds
100%. In total, 208 FinTech firms that are operating in the ASEAN region, including
Cambodia, Indonesia, Malaysia, Myanmar, Singapore, the Philippines, Thailand, and Viet
Nam, were analyzed in the study.
Source: CCAF, ADBI, and FinTech Space (2019).

Data limitations mean that the domestic markets of Brunei Darussalam,
Cambodia, Lao PDR, and Myanmar are developing rather “under the radar”.
Nonetheless, while deals and the overall market size in these economies may
be smaller, the market structure seems somewhat similar to in other ASEAN
economies, based on the available information. Payments and lending services
are still the dominant segments—though seemingly even more in these smaller
ASEAN economies. For instance, in Brunei Darussalam, of the four firms that
participate in the sandbox of the monetary authority, three focus on payments
and one on lending (Government of Brunei Darussalam, Autoriti Monetari
Brunei Darussalam n.d.) while two other payment solutions are operational
(Fintechnews Singapore, 2020). In Lao PDR, the market is somewhat
comparable to Brunei Darussalam, with just a few players providing payment
services (Morgan and Long, 2019). In Cambodia, the ecosystem is more
diverse, with more than 50 players, but mobile wallet and payment solutions
providers dominate at present (Mekong Strategic Partners, 2020). Myanmar’s
FinTech market, which hosted about 30 start-ups as of April 2020, is also
largely concentrated in payments (Tracxn, 2020; Mra, 2020).
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Figure 6. FinTech Landscape by Business Model in Selected ASEAN
Economies, 2019 (%)
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AI = artificial intelligence. ML = machine learning.
Note: A FinTech firm can be involved in more than one business line. Thus the sum exceeds
100%. At the economy-level, CCAF, ADBI, and FinTech Space (2019) show the
breakdown by business line in five economies.
Source: CCAF, ADBI, and FinTech Space (2019).

4. FinTech offers economic opportunities directly and through
interlinkages
The rapidly growing FinTech sector carries considerable promise in
bridging the funding gap for individuals and firms.
The importance of FinTech in ASEAN’s financial inclusion drive has
been touted over the years. Available data—though fairly limited—offer some
evidence to support its potential. A survey by CCAF, ADBI, and FinTech
Space (2019) indicates that 17% of ASEAN FinTech firms’ clients are
unbanked, while about 28% are underbanked (Figure 7a). These numbers
indicate that the extent of the relationship of FinTech firms with those with no
or limited banking access is not far off those that are well-served by traditional
commercial banks that have captured half of the client base. A separate
disaggregation by type of client further shows that 42% of their customers are
individuals, and 22% are small and medium enterprises. From an inclusion
perspective, this compares well with the 28% corporate sector share (Figure 7b).
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Figure 7. Types and Banked Status of ASEAN FinTech Customers, 2018 (%)
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Customers, 2018 (%)
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Note: The study analyzed 208 FinTech firms operating in the ASEAN region.
Source: CCAF, ADBI, and FinTech Space (2019).

As for digital lending, data show that the mechanisms by which ASEAN
FinTech lending firms reach clients are getting more sophisticated. Figure 8
shows that while most are involved in P2P business lending, followed by P2P
consumer lending, some also offer invoice trading and balance sheet lending.
Ehrentraud, Garcia Ocampo, and Quevedo Vega (2020) explain that FinTech
balance sheet lenders use their own balance sheet to lend, and keep loans either
to maturity or sell them to investors, just like in the traditional non-bank
financing model, but they operate on digital platforms, typically with little or
no human interaction.
The impending expansion of digital banks in ASEAN will most likely
reshape the FinTech landscape further as the range of financial services they
offer widens. And this is expected to strengthen digital interlinkages even
more. Singapore leads ASEAN in this respect. In December 2020, the Monetary
Authority of Singapore had awarded four digital bank licenses (Government
of Singapore, Monetary Authority of Singapore, 2020). Two were digital full
bank licenses, and two were digital wholesale bank licenses.
As for the other ASEAN economies, Malaysia released the Policy Document
on Licensing Framework for Digital Banks covering both the digital banking
business and Islamic digital banking business just before the close of 2020
(Government of Malaysia, Bank Negara Malaysia, 2020). The Philippines also
published its Guidelines on the Establishment of Digital Banks about the same
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time (Government of the Philippines, Bangko Sentral ng Pilipinas, 2020b).
The release of the new regulations in the Philippines was incidentally followed
by the launch of the Singapore-based digital bank Tonik—also known as
Neobank Tonik—in the country in March 2021 (Tonik, 2021).
Figure 8. Digital Lending FinTech Firms by Subsegment in ASEAN, 2019 (%)
P2P/Marketplace Business Lending
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Note: A digital lending FinTech firm can be involved in more than one business line, so the sum
exceeds 100%.
Source: CCAF, ADBI, and FinTech Space (2019).

According to UOB, PwC, and SFA (2020), the changes in the business
conditions brought by FinTech have triggered banking incumbents in the
region to transform their operations. In particular, banks are strengthening
their digital space presence and mobile phone access points to clients. Indeed,
some established traditional banks have launched their own digital bank
subsidiaries with full mobile phone-based platforms.

Digital payments do not only provide means to transfer money but also
open economic opportunities.
The advancement in payment technology that lowers the cost of moving
funds and increases the speed is particularly crucial for the unbanked. The data
based on a survey of FinTech firms operating in ASEAN indicate that relative
to the other forms of FinTech services, digital payments services have the
highest proportion of unbanked clients followed by digital lending (Figure 9).
Furthermore, the data from the Global System for Mobile Communications
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Association (GSMA, 2021) show that the value of transactions coursed
through mobile money services available to the unbanked rose by more than
twenty-five folds globally and more than thirty-four folds in East Asia and the
Pacific between 2010 and 2020 (Figure 10a). Disaggregation by type of
service further underlines the importance of digital payments in facilitating
domestic transfers of those outside the banking system—a business line that
comprised the largest part of the entire flow in 2020 (Figure 10b).
Figure 9. Banked Status for ASEAN FinTech Customers by Business
Model Type
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Source: CCAF, ADBI, and FinTech Space (2019).

The availability of digital domestic transfer channels is valuable even
among the banked population. Digital channels that do not close like traditional
brick-and-mortar offices increase the convenience of sending transfers to distant
provincial areas or within dense megacities like Bangkok, Jakarta, and Metro
Manila, where traffic congestion can make moving from one point to another
quite costly.
These FinTech payment mechanisms are just as important to international
migrants who have to send remittances back to their home country. Estimates
put the cost of sending $200 using mobile money at about 3.3 percentage
points lower than when using global money transfer operators. Across 45
corridors surveyed, the costs average 2.7% using mobile money and 6.0% using
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global money transfer operators (Farooq, Naghavi, and Scharwatt, 2016). 7
Nicoli and Ahmed (2019) also show that the share of digital remittance in global
remittance volume is projected to rise by about 40 percentage points from 2014
to 2023 and breach the 50% mark.8
Figure 10. Mobile Money Transactions
a. Transaction value ($ billion)

b. Transaction value by type of service in
East Asia and the Pacific, 2020 (%)
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Note: The mobile money service included in the database uses the following criteria and
definitions: A mobile money service includes transferring money and making and
receiving payments using the mobile phone; the service must be available to the
unbanked—people who do not have access to a formal account at a financial institution;
the service must offer a network of physical transactional points which can include agents,
outside of bank branches and ATMs, that make the service widely accessible to everyone;
the agent network must be larger than the service’s formal outlets; mobile banking that
offers the mobile phone as just another channel to access a traditional banking product are
not included; and payment services linked to a traditional banking product or credit
cards—such as Apple Pay, Google Pay, and Samsung Pay—are not included.
Source Authors, based on GSMA Mobile Money Metrics database (accessed April 2021).

Moreover, digital payments have allowed e-commerce and online business
transactions in the region to pick up. Services such as e-Commerce, e-Health,

7

8

World Bank (2020) further shows that the average cost of remittance has continues to
decline in recent years, approaching the SDG target of 3%, while noting that the banks
are most expensive type of service provider for transferring remittances.
Nicoli and Ahmed (2019) cited data of Business Insider, Juniper Research, and the World
Bank.
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e-Learning, and e-Transportation are some of the business segments that
benefit from the expansion of digital payments. Indeed, these interlinkages
have opened up economic opportunities and can open even more if harnessed
appropriately. Digital platforms, whose revenues are estimated to be about
$3.8 trillion in 2019 ($1.8 trillion in Asia, of which $88 billion is in Southeast
Asia), according to ADB (2021), arguably exemplify these interlinkages with
digital payments as the main artery. This ultimately enables small enterprises
to expand their market coverage. In the PRC, it is also suggested that small
merchants are incentivized by e-commerce company Alibaba to accept payments
through Alipay as opposed to other modes of payment by allowing purchases
without the associated fees (Klein, 2020). Other factors cited are potential
preferential placement on digital platforms and the ease of integrating payments
into business processing.
Digital wallets—a prominent part of the credit flow mechanism and a
measure of the willingness of the people to engage in digital finance—are also
gaining strong patronage in ASEAN. In several ASEAN economies, digital
wallet adoption is deemed to be at a tipping point just below full maturity (de
Sartiges et al., 2020). The proportion of the population of age 18 and older that
uses e-wallets in ASEAN economies may lag behind the PRC and India, but
it is comparable to, if not higher, than many advanced economies (Figure 11).
In 2019, it was estimated that between 10% and 17.1% of the adult population
in Indonesia, Malaysia, Singapore, Thailand, and Viet Nam were using ewallets, while the ratio in the Philippines was 9.5%.
From the governance point of view, Klapper (2017) argued that FinTech
or digital payments could help facilitate regulatory and tax compliance among
businesses and encourage formal entrepreneurship. In general, although they
present some challenges, digital mechanisms, which promote electronic
recordkeeping, has the potential to lessen tax leaks and fraud if impelemented
effectively (OECD, 2017). FinTech payments can also make the transfer of
wages more secure and faster. By extension, and in the context of developing
economies, this can be valuable in making the distribution of aid or cash
transfers more transparent: payments reach the recipients directly, which
reduces the likelihood of unauthorized deductions by managers (Agur,
Martinez Peria, and Rochon, 2020).
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Figure 11. E-wallet Penetration in Selected Economies, 2019
(% of population age 18+ using e-wallets)
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5. ASEAN–Korea cooperation to maximize FinTech potential for
inclusive growth
Cooperation on digital infrastructure is vital.
Access to the internet and mobile phones has grown considerably in the
past decade following the data of the International Telecommunications Union
(ITU). Over 230 million people gained access to the internet in the ASEAN
region between 2010 and 2019 (Figure 12). The jump was particularly marked
in the smaller economies in the region. Similarly, the proportion of mobile
broadband subscriptions to the population ballooned, increasing by almost
eight times during the same period in the whole bloc.
However, a large portion of the population remains excluded from the
expansion of digital technology. Beyond cross-country disparities in access to and
quality of digital infrastructure, there are non-negligible differences within each
country, in terms of geographic location, age, income, and gender.9 In Malaysia,

9

Quimba, Rosellon, and Calizo Jr. (2020) provide a more extensive account of the digital
divide between and within countries in Asia.
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for instance, where internet penetration is higher than in most other ASEAN
economies, the divide in age is still glaring. Malaysians of ages 60 and above
comprised about 11% of the population in 2020, based on UN DESA (2019)
estimates, but accounted for 51.8% of non-internet users and 3.4% of internet users
in the country (Government of Malaysia, Malaysia Communications and
Multimedia Commission, 2020). The divide in 4G coverage in the Philippines is
another example. Nedescu (2019) notes that the availability of 4G in urban areas
in 2019 was on average about 14 percentage points higher than in rural areas.10
Figure 12. Internet and Mobile Broadband Access in ASEAN
b. Mobile Broadband Access
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10

Incidentally, the differences in terms of gender, location, and income are also evident in
access to financial services and these happen to be more pronounced in ASEAN than in
high-income economies (See Table A2 in the Appendix).
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The costs of internet connections within countries have fallen across the
region over the years, according to data from the ITU.11 However, the current
average cost relative to income is still arguably steep for many internet users.
Within ASEAN, the cost and speed of the internet in Singapore are the most
competitive. The average internet speed in Malaysia, the closest to Singapore, is
roughly 64% of the mean speed in Singapore, while the cost relative to per capita
income is almost three times higher (Figure 13). Given that their communications
infrastructure is still in early development, Cambodia, Lao PDR, and Myanmar
are facing the steepest prices (relative to income) and the slowest mean speeds.
Figure 13. Cost and Speed of the Internet in ASEAN, 2020
(benchmarked against Singapore, ratio)
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Source: Authors, based on Cable.co.uk (2020) Worldwide Broadband Speed League 2020
database and ITU ICT Prices database (accessed April 2021).

The network readiness index constructed by Portulans Institute (Dutta
and Lanvin, 2020) also provides a meaningful overview of national capacity
and sophistication. Data in 2020 indicate that most ASEAN economies have
much work on to do to be on par with the top global performers. This
happens to be positively associated with the FinTech Index (Figure 14). The
index aims to capture the size of the ecosystem (i.e., the number of FinTech
11

For the price data, refer to ITU ICT Prices database. Google, Temasek, and Bain & Company
(2019) posit that the mobile virtual network operators have “played a big part in changing the
landscape, stirring competition and driving down the prices of prepaid services.”
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firms and ecosystem developers are there), the quality of the players in their
success rate, and the vibrancy of the business environment. The data also
convey heterogeneity in the conditions ASEAN countries face. Singapore
unsurprisingly leads the race with Indonesia, Malaysia, the Philippines,
Thailand, and Viet Nam closely lumped in the lower half of the sample of
economies where data are available.
Figure 14. FinTech Index and Network Readiness Index (percentile ranks)
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Opportunities exist for regional cooperation in linking the fragmented
systems and developing the digital connectivity and payments network within
and between countries. Several governments in the region have rolled out
specific payment roadmaps. 12 Others have also passed payments-focused
legislation. For example, the Thai government passed a payment systems law
in 2017 to beef up the oversight and supervision and make the systems catch
up to the global standards. Notwithstanding its high level of development,
Singapore likewise continues to work on making the payments system more
seamless and secure. The government passed the Payment Services Act of
2019 to deal with governance issues relating to payments, including illicit
flows and virtual assets.
The adoption of ISO 20022 is a critical component in standardizing the

12

Table A3 in the Appendix lists some of the national plans on payments.
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payment and settlement protocols and making the transactions more efficient.
However, the progress in developing the systems has been uneven across
ASEAN given the varying limitations. As shown in Table 5, only half of the
ten economies in the region have implemented a real-time retail payment
system as of 2017. Cambodia is still developing its high-value real-time gross
settlement system, and Myanmar was working on an automated clearing house
system for low-value transactions.
Facilitating participation in open application programming interfaces
(APIs) as part of e-governance in finance and migrating QR codes and similar
systems to distributed ledgers for payment needs in public and private sector
spaces are parts and parcel of the drive to extend the coverage and improve the
capacity of the payments systems in the ASEAN region. Incidentally, Cambodia
opened an interoperable blockchain-powered central bank-backed payment
system, Bakong, in 2020 (Bakong, n.d.) that is intended for mobile internet
users and supports transactions in Cambodian riel and US dollars (Ramintas,
2020). This is the first initiative of its kind in ASEAN.
As a bloc, ASEAN also envisions an interoperable payments system
across member economies. Notably, in 2017, five major payment operators
formalized an agreement that connects their payment infrastructures and
allows real-time cross-border payments (PayNet, 2017). These are Payments
Network Malaysia (PayNet), National ITMX Co. Ltd (ITMX) of Thailand,
National Payment Corporation of Viet Nam (NAPAS), Singapore’s Network
for Electronic Transfers (NETS), and Indonesia’s PT Rintis Sejahtera (Rintis).
All of them happen to be members of the Asian Payment Network that was
established in 2006.
The landmark agreement was followed by more initiatives to integrate
the payment systems in ASEAN further. In this respect, the ASEAN Payments
Policy Framework provides a set of principles aimed to facilitate the linkages
in real-time payments infrastructure (Ghaffour, 2020). The real-time real
payment system (RT-RPS) link was subsequently established between
Thailand’s PromptPay and Singapore’s PayNow – both of which went on to
link with Malaysia’s DuitNow.13 Moreover, an interoperable QR payments

13

Refer to Government of Malaysia, Bank Negara Malaysia and Government of Thailand,
Bank of Thailand (2021); Government of Malaysia, Bank Negara Malaysia and Government
of Singapore, Monetary Authority of Singapore (2021); Government of Singapore, Monetary
Authority of Singapore and Government of Thailand, Bank of Thailand (2021).
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Table 5. ASEAN Payment Market Infrastructures and Maturity
Country

Payments and Settlement Systems
Highlights
High-value/ Bulk low- Real-time/
RTGS
value/ACH RT-RPS

• Launched RTGS, ACH, e-checks on ISO
Brunei
BN-RTGS BN-ACH
20022
Darussalam


• Reviewing payments modernization plans
Cambodia
NCS


• Reviewing payments modernization plans
Lao PDR
LA-RTGS


• Reviewing payments modernization plans
Indonesia
BI-RTGS

Malaysia
RENTAS
WIP
• Implementing real-time payments
infrastructure on ISO 20022
• Multicurrency RTGS services launched
in 2016
• Reviewing adoption of ISO 20022 for
high-value payments


• Reviewing payments modernization plans
Myanmar CBM-NET

Philippines PhilPaSS
WIP: NRPS • Reviewing ISO 20022 adoption for highvalue payments
• Reviewing real-time payments

Singapore
MEPS+
FAST • Published ‘Singapore Payments
Roadmap’, reviewing governance and
legal framework
• Ongoing implementation of Central
Addressing System for FAST
• Launched industry consultation on payments

Thailand
BAHTNET
PromptPay • National e-Payment Master Plan being
implemented
• PromptPay launched in 2017
• Central Bank interested in upgrading
payment systems to international standards
Viet Nam
HVTS
LVTS
WIP
• Payments roadmap being finalized
• Central bank-led community review of
ISO 20022 in progress
• Reviewing low-value payments
modernization plan for real-time and ISO
20022 standards
Legend:
ISO 20022: Not planned/not applicable
ISO 20022: Under review
ISO 20022 implemented
ACH = automated clearing house. ISO = International Organization for Standardization. RTGS
= real-time gross settlement. RT-RPS = real-time retail payments systems. WIP = work in
progress, i.e., payments and settlement system modernization plans are under review or
implementation is in progress.
Note: Maturity pertains to the adoption of ISO 20022, which is a global standard for exchanging
electronic messages between financial institutions. The data are as of 2017. Refer to table
(unnumbered) on page 19 of SWIFT (2017).
Source: SWIFT (2017).
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link between Thailand and Cambodia was agreed in 2020 after Thailand
signed a similar agreement with Lao PDR in 2019 to develop an interoperable
QR Code for payments and real-time remittance for cross-border retail
payment services (Government of Thailand, Bank of Thailand, 2019, 2020).
In light of the developments, it is also timely that the ASEAN Interoperable
Quick Response (QR) Code Framework is being ironed out (Sinay, Tumengkol,
and Zendra, 2021).
Korea can support integrating and digitalizing payment and settlement
systems as well as enabling cross-border payment infrastructure. Korea’s
approach to digital system integration includes tech neutrality, regulatory
targeting to contain risk, and a data governance system that centers on users
and highlights self-management. Korea’s approach offers pointers to some
ASEAN countries. In particular, it can contribute by sharing its experience in
system integration and data management and help build interoperable payment
systems within ASEAN. Korea’s knowledge of open API projects, such as the
MyData, MyPayment, and open banking, will have value for most ASEAN
economies in this context.

Strengthen regulatory capacity to cover FinTech activities.
Many ASEAN economies have rolled out new and targeted regulations
to guide activities relating to peer-to-peer lending and digital payments (Table
6). Economies like Brunei Darussalam, Indonesia, Malaysia, and Thailand
have also initiated bespoke rules for equity crowdfunding. Cambodia, Malaysia,
and Thailand did the same to regulate initial coin offerings. In most other cases,
policymakers look to existing regulations to cover conduct. The regulations
tend to cross-reference to consumer protection laws as avenues of redress for
users more than the activity itself.
Yet, it is arguably difficult for the traditional regulatory mechanisms to
catch up with the pace of technological advancements. With the burgeoning
FinTech activities come the issues concerning data privacy, localization, and
commodification; consumer and investor protection; and illicit fund flows and
financial market risk.
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Table 6. A Snapshot of the Regulatory Approach to FinTech in ASEAN
Equity
Digital
ICO/Crypto InsurTech
Crowdfunding Payments
Brunei
Unregulated
Regulated
Unregulated
Regulated
Regulated
Darussalam
but not
under bespoke
but not
under existing
under
prohibited
regulation
prohibited
legislation
existing
legislation
Cambodia
Regulated
Regulated
Regulated
Regulated
Regulated
under existing under existing under existing under bespoke
under
legislation
legislation
legislation
legislation
existing
legislation
Indonesia
Regulated
Regulated
Regulated
Regulated
Regulated
under bespoke under bespoke under bespoke under existing
under
regulation
regulation
regulation
legislation
existing
legislation
Lao PDR
Regulated
Regulated
Regulated
Unregulated Regulated
under existing under existing under bespoke
but not
under
legislation
legislation
regulation
prohibited
existing
legislation
Malaysia
Regulated
Regulated
Regulated
Regulated
Regulated
under bespoke under bespoke under bespoke under bespoke
under
regulation
regulation
regulation
regulation
existing
legislation
Myanmar
Regulated
Unregulated
Regulated
Prohibited
Regulated
under bespoke
but not
under bespoke
under
regulation
prohibited
regulation
existing
legislation
Regulated
Regulated
Philippines
Regulated
Unregulated
Regulated
under
under existing
but not
under bespoke under existing
regulation
legislation
existing
legislation
prohibited
regulation
Singapore
Regulated
Regulated
Regulated
Regulated
Regulated
under existing under existing under bespoke under existing
under
legislation
legislation
regulation
legislation
existing
legislation
Thailand
Regulated
Regulated
Regulated
Regulated
Regulated
under bespoke under bespoke under bespoke under bespoke
under
regulation
regulation
regulation
regulation
existing
legislation
Viet Nam
Unregulated
Regulated
Regulated
Unregulated Regulated
but not
under existing under bespoke
but not
under
prohibited
legislation
regulation
prohibited
existing
legislation
P2P Lending

ICO = initial coin offering. P2P = peer-to-peer.
Note: Refer to table (unnumbered) on page 60 of CCAF, ADBI, and FinTech Space (2019).
Source: CCAF, ADBI, and FinTech Space (2019).
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Within ASEAN, policymakers have pursued bilateral mechanisms to
keep up with changes in the FinTech landscape. The Monetary Authority of
Singapore is arguably taking the lead in terms of bilateral agreements for
FinTech. As of December 2020, the authority had signed cooperation agreements
with 35 international counterparts, including Brunei Darussalam, Cambodia,
Indonesia, Malaysia, the Philippines, Thailand, and Viet Nam to foster closer
cooperation on FinTech and to promote innovation in financial services
(Government of Singapore, Monetary Authority of Singapore, n.d.). Similar
agreements exist between Brunei Darussalam and Cambodia, Indonesia and
the Philippines, Cambodia and Malaysia, and Indonesia and Malaysia.14
Exchange of information on FinTech developments can yield synergy
gains. Information cooperation is valuable in tackling issues concerning crossborder taxation, data privacy and localization, data protection and cybersecurity,
illicit fund flows (e.g., anti-money laundering and combating the financing of
terrorism), and management of alternative finance markets, among others.
Management of personal financial data is another important policy area.
Digital payment platform companies can gain enormous market power and
stifle competition with the amount of data they possess, which they can
leverage to promote other services. Several frameworks and forums in
ASEAN enable information exchange on FinTech and help harmonize codes
of conduct in the region. Examples of relevant frameworks are the ASEAN
Framework on Digital Data Governance, and the ASEAN Framework on
Personal Data Protection. Additional guidance is provided by the sectoral
working plans of the ASEAN Economic Community Blueprint 2025, the
ASEAN Economic Community 2025 Consolidated Strategic Action Plan, and
working committees under the Roadmap for Monetary and Financial
Integration of ASEAN. The ASEAN–Korea cooperation can also expand the
benefits of regional information sharing and harmonizing institutional and
regulatory frameworks for FinTech development.

14

Refer to CCAF, ADBI, and FinTech Space (2019), Eu (2020), Government of Malaysia,
Bank Negara Malaysia (2018), Government of the Philippines, Bangko Sentral ng
Pilipinas (2020a), and Government of Malaysia, Securities Commission (2020). The
agreements refer to memorandum of understanding and cooperation agreements. The
enumerated agreements in ASEAN may not be exhaustive.
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Cooperation to enhance cybersecurity.
Cybersecurity risk is seen as among the main “clear and present dangers”
globally—just below the risks related to the pandemic, labor market, and
climate, according to the World Economic Forum Global Risks Perception
Survey (WEF, 2021). Adelmann et al. (2020) further argue that cyber risk can
undermine financial stability through loss of confidence and lack of
substitutability and interconnectedness.
The International Criminal Police Organization (INTERPOL), which
tracks cybersecurity threats globally, notes that given ASEAN’s position as
one of the world’s fastest-growing digital economies, its member countries
have become a prime target for cyberattacks (INTERPOL, 2021). The array
of threats facing the region include but are not limited to banking malware,
botnets, business e-mail compromise, crimeware-as-a-service, cryptojacking,
cyber-scams, e-commerce data interception, phishing, and ransomware
(INTERPOL, 2021, 2020). The agency projects that the upward trend in
cybercrime will continue, which will be partly enabled by a mechanism called
crimeware-as-a-service that opens cybercriminal tools and services to a wider
range of threat actors—even nontechnical individuals with minimal investment.
Cooperation to improve the capacity of personnel monitoring the FinTech
space nationally and globally is just as crucial. The ASEAN-Japan Cybersecurity
Capacity Building Centre is one example of a joint undertaking between
ASEAN and a partner economy that is geared toward this end. The SingaporeASEAN Cybersecurity Centre of Excellence (an extension of the ASEAN
Cyber Capacity Programme) supported by Australia, Canada, European Union,
Japan, New Zealand, Korea, United Kingdom, and the United States is a
complementary undertaking.
Meanwhile, the ASEAN+ROK Ministerial Meeting on Transnational
Crime Consultation was established to enhance the implementation of relevant
regulations while the ASEAN-Korea Financial Cooperation Center is in the
works.

Financial literacy and digital literacy.
Managing the public’s expectations and understanding of FinTech
solutions is crucial to building trust in the system. Financial literacy and digital
literacy are the most important dimensions in this respect.
Comparable data across countries on these two metrics are scant, and the
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available indicators are either dated or indirect measures. Of the available
datasets, those published by Schwab (2019) and Klapper, Lusardi, and van
Oudheusden (2015) are perhaps the closest and most recent. Readings based
on these datasets indicate relatively strong competitiveness in digital skills in
ASEAN, but not in financial awareness (Figures 15a and 15b). Financial
literacy in five of the eight ASEAN economies with data falls below the
median of all sampled economies. In all but two, literacy has breached 50%.
In comparison, perceived digital skills in three out of nine ASEAN economies
are ranked higher than 80% of countries globally, with only three falling below
the median.
Figure 15. Financial Literacy and Digital Skills in ASEAN
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Source: Authors, based on Schwab (2019) WEF Global Competitiveness Report 2019 database
(accessed November 2021) and Klapper, Lusardi, and van Oudheusden (2015).

Overall, much work is still to be done to raise public awareness and
appreciation of financial products and digital tools as these continue to evolve
at a fast pace. There is also a need to generate more recent and direct measures
of these relevant population characteristics in light of the ongoing digitalization.
Therefore, it is important to share policy insights on financial and digital
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literacy campaign strategies and strengthen consumer protection in the region
so that it becomes more in line with prevailing conditions.

6. Conclusion
The new emphasis on ASEAN as part of Korea’s New Southern Policy
(which recently evolved into New Southern Policy Plus) is promising for
deepening the ASEAN–Korea cooperation mechanism. Advancing FinTech
in ASEAN has been constrained by infrastructure limitations and necessitates
continuous capacity building to counter cybersecurity threats. The fledgling
digital sector and FinTech industry in ASEAN can also benefit from
knowledge exchange, technology transfer, and capital investment from Korea.
Reaffirmation of the commitment of ASEAN and Korea to collaborate
across several critical issues during the ASEAN–ROK Special Commemorative
Summit in Busan in November 2019 was encouraging. With regard to
financial and technology matters, the parties agreed to strengthen cooperation
through the ASEAN–ROK Business Council, ASEAN–Korea Centre, and
relevant ASEAN bodies. The main objective of the cooperation is “to help
transform ASEAN into a digital-driven economy and to prepare its workforce
for the newest technological developments including 5G technology, artificial
intelligence, banking and finance, and e-Commerce” (ASEAN and the
Government of Korea, 2019). The summit also formalized the establishment
of the Dialogue between the ASEAN Secretary-General and the Association
of ASEAN Korean Chambers. Several partnership initiatives relevant to
FinTech, innovation, and inclusion have also been unveiled. These include the:
ASEAN–Republic of Korea Standardization Joint Research Center;
ASEAN–Republic of Korea Industrial Innovation Center;
ASEAN–Republic of Korea Science and Technology Cooperation
Center; and
ASEAN–Republic of Korea ICT Convergence Village.
ASEAN and Korea also cooperate on private sector capacity, skills
development, intellectual property, and transnational crime matters (ASEAN,
2020). The Technology Advice and Solutions from Korea Program, more
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commonly known as the TASK Program, was established to strengthen the
technical capacity of the private sector in ASEAN and facilitate business-tobusiness partnerships with Korean companies. Along the lines of entrepreneurship,
the ASEAN–ROK Business Council and the ASEAN–Korea Centre likewise
promote business-to-business cooperation and exchange information on best
practices to bolster the capacity of MSMEs and startups. As for the startup
development, a separate ASEAN-Republic of Korea Startups Partnership was
created to foster innovation.
ASEAN and Korean cooperation can also maximize the use of available
technology and encourage the interconnectivity of existing networks for
mutual economic benefits. Access and the quality of digital connectivity and
infrastructure remain a priority in smaller ASEAN economies and even for
some larger ASEAN economies. Perhaps with the exception of Singapore,
stability of infrastructure and rural connectivity remain pressing matters.
Cooperation within ASEAN and with the bloc’s partners is crucial to overcome
these constraints by building appropriate policy frameworks and digital
governance systems. Other significant issues include cross-border taxation,
data privacy and localization, data protection and cybersecurity, illicit fund
flows, and management of alternative finance markets where strong regional
cooperation is essential.
There is certainly scope for strengthening ASEAN–Korea financial
cooperation to develop FinTech solutions and improve financial inclusion.
Korea ranks 18th out of 65 economies rated in the Global Fintech Index, which
considers a range of factors such as the number of FinTech firms and ecosystem
developers, the success rate of the firms, and ease in operating the business
(Findexable Limited, 2019). ASEAN–Korea cooperation can be particularly
helpful for the uptake of FinTech solutions in ASEAN through enhancing
digital infrastructure and interoperability of systems, especially the payments
infrastructure; promoting knowledge exchange on regulations and ecosystem
management strategies; cross-border governance; and working together on
cybersecurity and financial literacy.
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APPENDIX
Table A1. Sources of Financing in ASEAN (% of GDP)
Bank lendinga
2010c
Brunei Darussalam 20.4
Cambodia
28.1
Indonesia
26.0
Lao PDR
20.6
Malaysia
107.5
6.6
Myanmar
Philippines
33.6
Singapore
196.1
Thailand
79.5
Viet Nam
124.1
Simple average of the ratios
CLM
18.4
ASEAN-5
74.1
ASEAN-6
94.5
ASEAN
64.2

Equity marketsb

Total bonds

2020d
34.1
123.2
35.5
45.3
129.4
29.4
58.5
288.6
105.5
151.8

2010e
…
1.0
47.3
6.4
153.4
…
73.3
253.6
77.5
33.3

2020f
…
2.6
45.2
5.9
124.1
0.6
73.0
183.8
103.9
68.2

2010
…
…
17.8
…
92.0
…
34.1
66.4
62.5
14.7

2020
…
…
29.3
…
119.6
…
47.7
107.2
88.7
26.1

66.0
96.1
128.2
100.1

3.7
77.0
106.4

3.0
82.9
99.7

44.2
47.9

62.2
69.7

Of which:
corporate bonds
2010
2020
…
…
…
…
1.7
2.8
…
…
37.7
56.0
…
…
4.1
9.0
25.9
37.0
11.6
23.5
3.6
4.5
11.7
14.1

19.2
22.1

CLM = Cambodia, Lao PDR, and Myanmar. ASEAN-5 = Indonesia, Malaysia, the Philippines,
Thailand, and Viet Nam. ASEAN-6 = ASEAN-5 and Singapore.
Note: … = there is no data or no publicly available comparable data.
a - The bank lending data used are as follows: banking system loans and advances, net
(Brunei Darussalam); deposit money bank total gross loan (Cambodia); commercial
and rural bank loans (Indonesia); commercial bank total loans (Lao PDR); banking
sector total loans including loans sold to Cagamas but excluding loans to Danaharta
(Malaysia); total sectoral loans of state-owned, private, and foreign banks (Myanmar);
banking system loan portfolio (Philippines); Asian currency unit and domestic banking
unit loans and advances (Singapore); commercial bank loans, assets (Thailand); and
banking institutions claims on private sector and government (Viet Nam).
b - The exchanges are: Cambodia Securities Exchange (Cambodia), Indonesia Stock
Exchange (Indonesia), Lao Securities Exchange (Lao PDR), Bursa Malaysia (Malaysia),
Yangon Stock Exchange (Myanmar), Philippine Stock Exchange (Philippines),
Singapore Exchange (Singapore), The Stock Exchange of Thailand (Thailand), and
Ho Chi Minh and Hanoi Stock Exchanges (Viet Nam).
c - Brunei Darussalam and Myanmar data are for 2011.
d - Myanmar and Viet Nam data are for 2019.
e - Cambodia data is for 2012 and Lao PDR data is for 2011.
f - Cambodia and Lao PDR data are for 2019.
For the 2020 GDP level of Cambodia, Lao PDR, and Myanmar the projections in IMF
World Economic Outlook Database, April 2021 (accessed April 2021) are used. Myanmar’s
data relate to fiscal years ending September.
Source: Authors, based on CEIC, national sources (accessed November 2021), and World
Federation of Exchanges (accessed April 2021); and AsianBondsOnline database
(accessed April 2021).
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Table A2. Difference in Proportion of Respondents with Accounts in ASEAN,
2017 (Percentage points)
Country

Total-female

Total-rural

Total-poorest 40%

Cambodia

0.1

2.5

7.4

Indonesia

-2.5

1.9

12.3

Lao PDR

-2.8

6.7

11.7

Myanmar

0.0

1.0

3.4

Malaysia

2.9

4.4

4.8

Philippines

-4.4

7.1

16.5

Singapore

1.6

-2.1

1.6

Thailand

1.8

0.9

4.0

Viet Nam

0.4

5.6

10.5

East Asia and the Pacific

2.2

3.1

10.2

High Income Economies

0.8

0.0

3.7

Note: The measure refers to the difference between proportion of total respondents with accounts
and the proportion of respondents in selected segments with accounts. Positive values
mean that men, urban inhabitants, and top 60% in income have higher access than women,
rural inhabitants, and the bottom 40% in income. There is no data for Brunei Darussalam.
The aggregations of East Asia and the Pacific and High Income Economies are based on
the definitions of the source as indicated in database. The base data refer to the percentage
of respondents who report having an account (by themselves or together with someone
else) at a bank or another type of financial institution or report personally using a mobile
money service in the past 12 months.
Source: Authors, based on World Bank (2018) Global Findex Database 2017 (accessed April
2021).
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Table A3. Examples of Plans for Financial Market Infrastructure Development
and Financial Inclusion
Country
Brunei Darussalam

Document
Wawasan Brunei 2035 (Brunei Vision 2035)
Digital Payment Roadmap 2019–2025
Financial Sector Blueprint 2016–2025

Cambodia

Financial Sector Development Strategy 2016–2025
National Financial Inclusion Strategy 2019–2025

Indonesia

Indonesia Payment Systems Blueprint 2025
National Strategy for Financial Market Development 2018–2024
Blueprint For Money Market Development 2025
Indonesia Islamic Economic Masterplan 2019–2024

Lao PDR

Lao PDR Financial Institutions System Development Strategy
(2016-2025) and Vision 2030
Strategic Plan for Capital Market Development 2016–2025
Lao PDR Financial Inclusion Roadmap 2018–2025

Malaysia

Bank Negara Malaysia Financial Sector Blueprint 2011–2020
Financial Inclusion Framework 2011
The Islamic Economic Blueprint
Malaysia Digital Economy Blueprint

Myanmar

Myanmar Financial Inclusion Roadmap 2014–2020
Myanmar Digital Economy Roadmap 2019

Philippines

The National Strategy for Financial Inclusion 2015
Bangko Sentral ng Pilipinas Digital Payments Transformation
Roadmap 2020–2023
Philippine Roadmap for Digital Startups 2016

Singapore

Financial Services Industry Transformation Roadmap 2017
Singapore Payments Roadmap 2016

Thailand

Thailand Securities and Exchange Commission Strategic Plan
2020–2022
Bank of Thailand’s Strategic Plan 2020–2022
Payment Systems Roadmap No.4

Viet Nam

National Comprehensive Financial Strategy/National Financial
Inclusion Strategy until 2025 with a vision to 2030

Note: The list is not exhaustive.
Source: Authors’ compilation.
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The ASEAN-Korea Cooperation
and Connectivity: Beyond the
New Southern Policy Plus
Fauziah Zen*

7

1. NSP Plus: The Context and Expectations
Since its announcement by President Moon Jae-in in 2017, the Republic
of Korea (hereinafter, Korea) New Southern Policy (NSP) has been progressing
forward, especially with ASEAN Member States (AMSs). Several moments
have marked the steps, including The 2019 ASEAN-ROK Commemorative
Summit in Busan, the 1st Mekong-ROK Summit in 2019, and the
establishment of some bilateral strategic partnerships with AMSs. While
Korea has been actively engaged in various international diplomacy and
relations with AMSs and India, NSP is validating Korea’s existence and
presence in the region. Together with Japan and Singapore, Korea is on the list
of high-income countries in Asia.
The NSP region countries consist of the members of ASEAN and India.
NSP is built on three pillars: People, Prosperity, and Peace. It is in harmony
with ASEAN vision to focus on a people-centered community. In 2020, NSP
was evolved into NSP Plus aimed to strengthen and expand the previous NSP.
There are seven additional initiatives, namely (i) Combating Covid-19 and
beyond, (ii) People-centered education, (iii) Gaining a deeper mutual
understanding through culture, (iv) Sustainable economy, together, (v) Enhancing
the quality of life through infrastructure development, (vi) Developing industries
with innovative technology, and (vii) Shaping a community of greater safety and
peace.
*

Senior Economist, Economic Research Institute for ASEAN and East Asia (ERIA).
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From the perspectives of possible cooperation with ASEAN, the seven
initiatives are relevant and timely. However, the executions of each initiative
need extra efforts, especially during periods of pandemic and post-pandemic.
The Covid-19 pandemic gives both opportunities to collaborate and the barriers
to doing so. There are new sub-initiatives triggered by the pandemic in the
connectivity issues that Korea and AMSs can cooperate to work for mutually
beneficial outcomes. These include cooperation in the digital economy,
resilience, health sector, education, and cultures.
On the other hand, the pandemic limits offline meetings and discussions,
people movement, cultural exchange events, and funding capacity. The fiscal
situation in many AMSs should be taken into consideration because it affects
the programs requiring state funds. This paper will discuss and elaborate on
key factors in the sectors which are highly potential for ASEAN-Korea
cooperation. After a background in Section 1, the paper steps into Section 2 to
describe and analyze the relevant issues in ASEAN Connectivity regarding
Korea’s NSP. In Section 3, the paper explores the scope of possible
cooperation, followed by Section 4 on the strategy discussion. The last section
provides the conclusion and suggestions for the implementation strategy.

2. ASEAN Connectivity: The Plan, Current Situation, and
Opportunity
ASEAN connectivity is a concept embraced by ASEAN as a part of
building the ASEAN Economic Community (AEC). The vision is to have
solid regional connectivity on people-to-people, institutional, and infrastructure
levels, which is gained through ASEAN and its sub-regional cooperation that
facilitate the movement of capital as well as skilled labor and talents. 1
Therefore, it contains not only the establishment of connectivity but also the
objectives of having seamless regional connectivity. The focus of ASEAN
connectivity, as described in Master Plan on ASEAN Connectivity 2025
(MPAC, 2025), is on sustainable infrastructure, digital innovation, seamless
logistics, regulatory excellence, and people mobility.2

1
2

ASEAN Economic Community Blueprint 2025, p. 6.
Master Plan on ASEAN Connectivity 2025.
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AMSs have been trying to materialize the connectivity projects in the
Master Plan and so far have reached various progress as reported in the MidTerm Review of MPAC 2025. There are two types of progress evaluated in
the Mid-Term Review: (i) key implementing measures and (ii) outcome
metrics. The results of the 17 initiatives were various, with initiatives such as
enhancement of the MSME technology platform, expansion of digital financial
services, the establishment of digital data governance framework, and
education showed relatively good progress. Meanwhile, the initiatives of
enhancement of ASEAN travel showed no progress, and the ease of ASEAN
travel visa processes needs to be refocused.3
Given that across AMSs have different development paths and capacities,
the ASEAN connectivity becomes an ambitious plan that provides large room
for improvement. This situation shall be examined thoroughly by Korea if it
wants a deeper engagement and connectivity with the ASEAN community.
Korea has substantial experience in those fields to share with ASEAN,
especially in: transport and logistics system, sustainable infrastructure, and
regulatory excellence. One of the advantages of Korea is that it is not a part of
fronts of global polarizations (US, Japan, China, Russia), and Korea has been
maintaining good relations with all AMSs. Its neutral position provides
flexibility to work on multilateral cooperation with the economies on the
polarized fronts.
In shipping performance, together with China and Singapore in Asia,
Korea best integrated economies into global liner shipping networks (Figure
5), showing the strength of Korea to increase its role in the Southeast Asian
maritime and logistics sector. In 2019, China, Japan, and Korea supplied 93%
of the global market in the shipbuilding industry. 4 Korea was the 6th top
export destination from developing economies, accounted for $290 billion,
after the USA, China, China Hong Kong SAR, Japan, and India. It was the 4th
top import origin from developing economies (UNCTAD, 2020). Korea’s
strong maritime and trade industry position will be an excellent asset to
maintain and expand partnerships with Southeast Asian economies.
In this regard, more intensive discussions with potential ASEAN countries
are worth the effort. The demand for expanding modern ports, green ports, and
improving logistics efficiency in developing Asia is increasing, especially in
3
4

Mid-Term Review of Master Plan on Connectivity 2025.
The shares of contribution are China at 40%, Japan 25% and South Korea 25%.
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Indonesia, Thailand, Viet Nam, and India. Indonesia has been focusing on its
maritime development since President Joko Widodo took office in 2015.
Given that Indonesia is the largest archipelago country, with enormous
untapped potentials, especially in the islands in the eastern part, one can expect
that the maritime sector will be continuously a vital issue for Indonesia.
Thailand and Viet Nam are also increasing their trading via maritime connectivity.
Partnerships in the maritime sector are not only limited to the shipbuilding
industry, shipping, and logistics development, and port development, but also
to other subjects such as fisheries, aquaculture, marine ecology and science,
marine debris management, extractive seabed activities, and offshore renewable
energy, which often coined as “blue economy.” The blue economy is a
relatively new term and gaining popularity as a strategy for safeguarding the
world’s oceans, balancing economic benefits and sustainability concerns.
Therefore, all aspects and ideas discussed here cannot be detached from the
sustainable development agenda.5
Sustainable infrastructure in ASEAN connectivity has been an important
issue and will be continuously crucial. The reasons are: (a) ASEAN leaders’
increasing awareness of long-term development paths that require sustainability,
(b) commitment to international obligations such as to SDGs and Paris
Agreement, (c) availability and increasing global funds that are shifted from
traditional to sustainable financing schemes, and (d) the need to enhance
resilience, primarily related to disasters and pandemic or endemic. As a region,
sustainable infrastructure in the ASEAN context is focused on enhanced
productivity and sustainable urbanization. Korea has an excellent reputation
for managing sustainable urbanization or green cities, which is valuable to
share with AMSs and India.
Another excellent experience of Korea is in regulatory reform. The
comprehensive Korean regulatory reform in early 2000 has been cited
worldwide as strategic, radical, and successful reform. Thailand has been
undergoing extensive reform since 2017 and enjoying the results. Indonesia is
currently working on a significant deregulatory policy through the New Job
Creation Law in 2020, also known as Omnibus Law. Having an efficient and

5

The “blue economy” concept seeks to promote economic growth, social inclusion, and
preservation or improvement of livelihoods while at the same time ensuring environmental
sustainability (World Bank and United Nations Department of Economic and Social
Affairs, 2017).
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supportive regulatory system is critical to accelerate the development agenda
and leverage the outputs. Based on the Global Competitiveness Report,
Singapore is the most competitive state in the world; meanwhile, Korea is at
the ranking 16. Unfortunately, other AMSs are still at the middle or lower
ranking on competitiveness. Significant obstacles to reach enabling environment
for solid competitiveness in many developing Asian economies are attributed
to the lack of supporting infrastructure, institutions, and ICT readiness (WEF,
2020). Hence, aside from regulatory (institutions) issues and sufficient
infrastructure, the ICT subject is equally important.
This issue has also been a concern of AMSs. Digital innovation is the new
focus of ASEAN Connectivity, whose relevance has been increasing during
the Covid-19 pandemic. While in the beginning, it was pushed by the emergency
and health concerns, the digital economy then reveals its other potentials to
transform the economic structure into the next level. The World Economic
Forum reported that countries with advanced digital economies, strong social
safety nets, and robust healthcare systems had managed the impact of the
pandemic more effectively (WEF, 2020). The rapid growth of digitalization
occurs in many sectors and locations, both in private and public domains.
Digital development and implementation have pulled up the demand for
various goods and services. However, at the same time, they also widen the
gaps between urban and rural, between income classes, and between advanced
and emerging economies. The digital divide is a phenomenon that not only
contributes to inequality but also hampers the maximization of economic
potential. On the other hand, Southeast Asian economies are the fastestgrowing Internet market globally, supported by the growing middle-income
class and young demography. The future shape of the world is influenced in
many ways by Asia. The digital economy is also used as a recovery strategy
from the Covid-19 pandemic. As a country with the highest ability in ICT
adoption, Korea (WEF, 2020) has an excellent chance to work on digital
economic issues with AMSs.
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3. Mutually Beneficial Areas on Connectivity Cooperation
3-1. Southeast Asia’s Investment Landscape and Prospects
Major economies in Southeast Asia have enjoyed growing Foreign Direct
Investment (FDI), especially over the last 20 years, post subprime mortgage
crisis in the United States. Figure 1 shows the comparison between regional
economic cooperation areas. ASEAN has been attractive and gaining positive
trends of inward investment, making it the engine of global FDI growth.
Figure 1. FDI inflows to the regions with economic cooperation

Note: COMESA countries include: Burundi, Comoros, Congo, Dem Rep., Djibouti, Egypt,
Eritrea, Ethiopia, Kenya, Libya, Madagascar, Malawi, Mauritius, Rwanda, Seychelles,
Sudan, Swaziland, Uganda, Zambia, and Zimbabwe.
MERCOSUR is composed of 5 sovereign member states: Argentina; Brazil; Paraguay;
Uruguay and Venezuela (suspended since December 2016); and 7 associated states:
Suriname, Guyana, Colombia, Ecuador, Peru, Chile and Bolivia, this latter is in the process
of incorporation (since 17 July 2015).
Source: UNCTADSTAT, 2021 (retrieved on 3 July 2021).

The COVID-19 pandemic has suppressed the FDI flows to the Southeast
Asia region in 2020, down by 25%, from $182 billion to $137 billion.
However, FDI to developing Asia grew by 4% in 2020, thanks to China, Hong
Kong China, and India. As the tenth most significant investor in the world,
both in 2019 and 2020, Korea is not on the list of top five investors in ASEAN
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(Figure 2).6 The relative amount of Korea’s investment in the ASEAN region
declined compared to that of the United States, Japan, and China.
Figure 2. Share of Inward Foreign Direct Investment (FDI) into ASEAN
by source Country

Source: ASEANStat Data Portal, 2021 (retrieved 5 August 2021).

As depicted in Table 1, Korea is a strong investor in the ASEAN region
for manufacturing, wholesale and automotive repair, and financial sectors.
Investing in transport and storage is advantageous for advancing the investors’
presence in connectivity-related sectors. The same applies to real estate, which
can be linked with resilient infrastructure and green urbanization. Both are
important in the development landscape of AMSs, especially for archipelagic
countries like Indonesia and the Philippines and sub-continent economies like
the Mekong region. Table 1 also shows that the construction sector provides
an excellent opportunity for FDI with only 2% of total flows of foreign
penetration.
It is noted that Japan has invested quite significantly in the health and
social sector, leading the investors with 9% of the total Japanese investment in
2019. Collaboration with Japanese investors might become a potential business
opportunity and at the same time support ASEAN-Korea connectivity programs.

6

In 2019, the top five investors in ASEAN Member States were the United States, Japan,
the European Union, Singapore, and Hong Kong.
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Table 1. Sectoral portion of investment in ASEAN region
from selected source countries, 2019
Sectors
Manufacturing
Construction
Wholesale and retail trade; repair of
motor vehicles and motor cycles
Transportation and storage
Financial and Insurance activities
Real estate activities
Human health and social work
activities

Source Country
World

China

Japan

Korea

EU

US

27%
2%

33%
5%

30%
2%

51%
1%

32% 28%
1% 1%

15%

9%

12%

23%

66% 1%

1%
31%
6%

1%
19%
22%

2%
32%
3%

3%
9%
6%

0% 1%
13% 26%
4% 2%

1%

0%

9%

0%

0%

0%

Source: ASEANStat Data Portal, 2021 (retrieved 5 August 2021).

Other sectors relevant to connectivity that are open and highly demanded
in AMSs are digital connectivity, high-tech industries, and the development of
special economic zones. The next section will discuss the potential areas for
cooperation and investments.

3-2. ASEAN and Korea Connectivity
Korea’s relations with AMSs have been long established. From January
to September 2020, Korea trade with ASEAN contributed to 14.4% of Korea’s
total trade, comparable with Korea’s trade with the US (13.7%), while China
is at 24.7%. However, Korea’s trade with AMSs has progressed slowly, from
$146 billion in 2017 to $160 billion in 2018 and $153 billion in 2019.
Meanwhile, from January to September 2019, export from ASEAN to
individual countries was dominated by China (19.3%), the US (11.3%), Japan
(7.8%), and Korea (7.8%). Foreign Direct Investment (FDI) of Korea to
ASEAN has increased significantly from $5.3 billion in 2014 to $7.6 billion
in 2019, making AMSs the third investment destination after the USA and EU.
However, economic relations between Korea and AMSs are not equally
balanced with all AMSs; most interactions are going with Viet Nam. The 2019
data shows that the two-way trade between Korea and AMSs is dominated by
Viet Nam (43%), followed by Singapore (18.5%), Malaysia (11%), and
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Indonesia (10%).7 A similar pattern with investment outflows from Korea:
the primary destination to AMSs is Viet Nam, Singapore, and Indonesia. The
Viet Nam-focused connection is also evident in people movements. In 2019,
41% of Korean visitors to AMSs went to Viet Nam, and another 20% each
visited the Philippines and Thailand. This is an opportunity for Korea to
strengthen its ties with other AMSs.
Some sectors also have potentials for more intensive or new cooperation
under NSP Plus, namely:
1. Financing infrastructure/connectivity. The potential projects can be
located in one ASEAN country or at a cross border. The engagement
may take several forms, including direct investment, capacity building,
joint investment, and technical/consultancy support. The regional
infrastructure pipeline in the Master Plan on ASEAN Connectivity
2025 (MPAC, 2025) mainly consists of energy and land transportation
networks with additional few projects on airport and ICT. Since the
maturity of the infrastructure industry in AMSs varies greatly, direct
investment without sufficient capacity building should be done with
proper risk management. A package consisting of technical assistance,
capacity building, and capital investment would be suitable for the
countries at the early stages of infrastructure development. Additionally,
estimates from some development scenarios of the comprehensive Asia
Development Plan 2.0 showed that Korea would also enjoy economic
benefits from Mekong-India economic corridor development (CADP
2.0, 2015).
2. Development of Special Economic Zone (SEZ). Many AMSs
established SEZ as part of the efforts to boost investment, create
employment, and increase outputs and exports. SEZs are currently
located across the region, with various terms such as five investment
corridors in Malaysia, 18 coastal economic zones in Viet Nam, 22
specific agri-business zones and 12 SEZs in the Philippines, 13 SEZs
and the plan to launch new ones in Indonesia, and 31 SEZs in Cambodia.
There are two areas of potential cooperation in SEZ development: (i)

7

ASEANStat Data Portal (2021), https://www.aseanstats.org/ (retrieved on 5 August 2021).
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the development and management of SEZ, and (ii) the development of
infrastructure for SEZs, both inside the SEZ and the connectivity
between the SEZ and related areas such as ports, workers housing and
business areas. The governments typically provide several fiscal
support schemes to attract investments in SEZs.
3. Current issues on sustainability and global participation. Increasing
awareness and commitment to global efforts on climate-change
adaptation have directed the financing policy towards green or
sustainable schemes. Indonesia, for example, has been trying to
streamline climate change adaptation into its national development
agenda. One of the institutional efforts is the establishment of a climate
change road map, known as the National Action Plan for Climate
Change Adaption in 2014, and afterward, the Government of Indonesia
implemented a budget tagging policy for climate change mitigation.
Despite the pandemic, the ASEAN Sustainable Finance Report shows
an increase in green, social, and sustainable bond issuance in the
ASEAN region (Figure 3). There was a 5.2% growth from 2019 to 2020,
at the nominal of $11.5 billion in 2019 to $12.1 billion in 2020. The
report also states that most green investments go to energy and building,
while the projects owned by local governments are typically on water.
Water, Sanitation, and Hygiene (WASH), which are still a major
concern in many developing Southeast Asia, would be potential sectors
for cooperation. The WASH projects are also in line with the countries’
commitment to SDGs.
Other highly potential sectors for cooperation are transport and logistics,
blue economy, resilient infrastructure, and sustainable urban development.
Transport and logistics recorded high growth in all AMSs. Indonesia
has been focusing on developing domestic connectivity, especially in its
maritime nexus, improving logistics performance, and shifting the
development locus towards eastern Indonesia. Viet Nam and Thailand
are also in the major sea lanes, with a growing fast throughput (Figure
4).
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Figure 3. Cumulative green, social and sustainability bond issuance
by ASEAN countries

Source: Climate Bonds Initiative, 2021.

Figure 4. Container port throughput, annual (million TEUs)

Source: UNCTADSTAT, 2021 (retrieved on 3 July 2021).

Emerging Southeast Asian economies’ integration into global liner
shipping networks is still growing for India, Thailand, and Viet Nam as
indicated by the LSCI (Figure 5). Since this sector has quickly recovered
from the pandemic effects, one can expect that the sector will help the
economic revival.
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Figure 5. Liner Shipping Connectivity Index (LSCI)

Source: UNCTADSTAT, 2021 (retrieved on 3 July 2021).

There is a great opportunity for ASEAN trade partners, including Korea,
to build closer connectivity with these economies. Korea’s manufacturing
products already well known in the region can become instruments to
boost trade both for final goods and intermediate goods. The more
extensive participation of Korea’s manufacturers in East Asia’s production
networks, the higher region’s participation in the global value chain.
As briefly mentioned above, cooperation in the maritime sector can be
extended to the blue economy area. This area is relatively new but
gaining attention from ASEAN policymakers. The scope of the blue
economy is wide from maritime development to marine issues and their
relations inclulding economic activities in the land with environmental
protection concerns. It is increasingly popular because of its intersections
with global concerns, especially marine debris, climate change, and
sustainable development.
Resilient infrastructure and sustainable urban development are also
current major concerns, especially during disasters and pandemics,
which have exposed the vulnerability and incompatibility of infrastructure
and urban systems to manage the crisis. People have become aware that
the pandemic and disaster might come again in the future, and we need
proper infrastructure and a resilient living system to control the damage.
4.

Tourism. Even though during the Covid-19 pandemic, tourism and
hospitality were the most severed industries, their potentials are still
immense, and the world will find a way to restore them. Korea has
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several advantages to boost tourism with Southeast Asia because of its
proximity and offering quite different weather, lifestyle, and culture
with typical AMSs. The uniqueness of each season, combined with rich
and traditional-modern mixed culture, creates strong attractiveness for
tourism.
Table 2 shows the figures of ASEAN tourists to Korea, which has been
increasing until disrupted by the COVID-19 pandemic. The majority of
ASEAN tourists to Korea have come from Thailand and Viet Nam.
During three years before the pandemic, ASEAN tourists contributed
about 16% of the total tourists to Korea, jumped from previously at
about 12%. In 2019, the total expenditure from the tourists visiting
Korea reached $26 billion (CEIC from the World Bank data).8 Apart
from holiday activities, Korea also offers excellent medical tourism. In
2018, the foreigners visiting Korea for medical treatment came from
China (31%), the USA (12%), Japan (11%), but only 5% came from
AMSs.9 Obviously, Korea can utilize this opportunity to increase this
market as well as to establish medical cooperation with AMSs health
providers.
5.

Cultural exchange. In 2017, the export value of cultural goods from
Korea was about $3.6 billion.10 The “Report on the effect of Hallyu
2018” issued by the Korea Foundation for International Cultural
Exchange 11 informed that Hallyu-related exports and cultural content
accounted for $4.42 billion.12 Given the increasing international popularity
of Korean pop culture, namely pop music, entertainment, movies, and TV
drama, this sector has enormous potential. International

8

CEIC database, data extracted on 27 May 2021.
Statista database (retrieved on 4 July 2021).
10 UNESCO, data extracted on 4 May 2021.
11 “Hallyu export earned $9.5 billion in 2018” (2019. 5. 3), online article (retrieved on 5 July
2021).
12 Hallyu or Korean Wave is defined as the phenomenon of Korean pop culture gaining
popularity in global market.
9
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68,377

86,517

91,848

92,356

93,376

93,132

109,519

113,665

121,289

135,067

Year

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019

278,575

249,067

230,837

295,461

193,590

208,329

189,189

149,247

124,474

95,239

Indonesia

408,590

382,929

307,641

311,254

223,350

244,520

207,727

178,082

156,281

113,675

Malaysia

503,867

460,168

448,702

556,745

403,622

434,951

400,686

331,346

337,268

297,452

Philippines

246,142

231,897

216,170

221,548

160,153

201,105

174,567

154,073

124,565

112,855

Singapore

Source: CEIC from Korea Tourism Organization, extracted on 27 May 2021.

Brunei +
Cambodia +
Lao PDR +
Myanmar

571,610

558,912

498,511

470,107

371,769

466,783

372,878

387,441

309,143

260,718

Thailand

553,731

457,818

324,740

251,402

162,765

141,504

117,070

106,507

105,531

90,213

Vietnam

2,697,582

2,462,080

2,140,266

2,216,036

1,608,381

1,790,568

1,554,473

1,398,544

1,243,779

1,038,529

17,503,000

15,347,000

13,336,000

17,242,000

13,232,000

14,202,000

12,176,000

11,140,000

9,795,000

8,798,000

Total from Total foreign
ASEAN
tourism

Table 2. Tourist from ASEAN region and total tourist to Korea

15.4%

16.0%

16.0%

12.9%

12.2%

12.6%

12.8%

12.6%

12.7%

11.8%

Percentage of
ASEAN
tourists

Table 3. Summary of potential sectors for AMSs and Korea cooperation
Sector

General
condition

Specific
condition

Types of
cooperation

Korea’s
main
stakeholders

Green
financing

Countries with
Less developed
advanced
financial sector in
financial system: other AMSs
Singapore;
Modest:
Indonesia,
Malaysia,
Philippines,
Thailand.

Direct investment
(e.g., green
bonds), technical
consultancy to
develop
appropriate
instruments or
institutions to
promote green
financing

Government,
private, private
assigned by the
government

Financing
infrastructure
– sustainable
infrastructure

Energy,
transport/
logistics,
WASH

Resilient
infrastructure,
green
urbanization,
blue economy

Direct investment, Government,
institutional
private, NGOs
cooperation,
capacity building,
cities association,
technology
development

Digital
Innovation

High growth of
e-commerce

Increasing
demand for
e-learning,
e-government,
and data
management

Direct investment, Government,
capacity building, private
institutional
cooperation,
technical
consultancy

Regulatory
Excellence

Deregulation

e-government

Institutional
cooperation

Tourism

Delayed visit
during the
pandemic

Medical tourism,
cultural
exchange,
traditional
tourism,
ecotourism

Support from
Government,
Korean
private, NGOs
Government to
facilitate ASEAN
tourism, cultural
exchange with
AMSs, promote
traditional culture
along with pop
culture

Cultural
economy

“Korean Wave”
exports pop
culture, music,
entertainment,
movies, and TV
dramas.

Not only pop
culture, the
Korean Wave
also helps
promote Korean
brands
internationally

Cultural
Government,
exchange, join
private, NGOs
programs with
tourism policy,
introduce visitors
to Korean
traditional culture.

Government

Source: Author
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penetration of Korea’s pop culture generates not only benefits from exporting
the cultural goods, but also the promotion effects on other sectors. Familiarity
with Korea’s pop culture creates positive impacts on tourism and products
made by Korea’s manufacturers (Bae, Chang, Park, et al., 2017). It is also
beneficial for Korea’s government to facilitate cultural exchanges with AMSs
by encouraging Koreans to visit Southeast Asian economies, supporting
bilateral and multilateral cultural and academic joint programs, and applying
soft diplomacy with Southeast Asian counterparts.
Following the above analysis, the terms of connectivity can be widened
to cover conventionally physical connectivity, i.e., infrastructure, and peopleto-people connectivity, including cultural connectivity, and modality to support
connectivity such as financing, sustainability, technology, and institutions.
Global trends move continuously, and countries are competing to set the trend
and strengthen their international influence. NSP Plus should be aimed at more
profound understanding and cooperation between the ASEAN Member States
and Korea. It has two inseparable objectives: attracting Southeast Asia people
and economic activity towards Korea and establishing a closer integration
between AMSs and Korea. From the perspectives of Southeast Asia, several
sectors have a tremendous opportunity and are attractive for international
cooperation with ASEAN partners, particularly Korea, as depicted in Table 3.
Several cross-sector issues can be synergized to augment the results, such
as resilient infrastructure, green urbanization, and data management. For
example: developing resilient infrastructure means the interventions to standards,
environmental aspects, financing and green financing, urbanization policy,
social aspects, and climate change adaptation policy. Additionally, financing can
be matched and mainstreamed in many sectors: education, social welfare,
physical infrastructure, soft infrastructure, and environmental protection.

4. Strategy for Cooperation
Korea has been joining OECD Development Assistance Committee
(OECD DAC) officially since 2010 as the 24th member. Through DAC,
Korea provides Official Development Assistance (ODA) to several emerging
economies. ODA grants are under the authority of the Ministry of Foreign
Affairs and the execution agency, Korea International Cooperation Agency
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(KOICA), while concessional lending is under the Ministry of Economy and
Finance and Korea Eximbank as the agency. In 2019, Korea provided $2.5
billion (OECD, 2020), an increase of 13.9% from 2018. It was equivalent to
0.15% of Korea’s Gross National Income (GNI) in 2019. ODA from Korea
was dominated by economic infrastructure and social infrastructure (Figure 6),
which shares a similar pattern with that of Japan. Australia, on the other hand,
focused on social infrastructure and multisector. Comparison with Australia
and Japan is made to look at the strategies for complementary and cooperation
partnerships with other donors in the region.
Table 3. Summary of potential sectors for AMSs and Korea cooperation

Source: OECD Database (retrieved on 6 July 2021).

The year 2020 was very hard for many investors and recipient countries.
Global FDI decreased sharply to the lowest level since 2005 at $846 billion or
less 38% from the 2019 level. FDI outflows from OECD decreased 48% from
2019. Korea still maintained its eighth position among the world’s top
investors (Table 4). Korea provides significant ODA and investments in
developing economies but a small portfolio of blended finance.13 This is an
important strategy to raise the number of resources and the amount of fund for

13

Blended finance is the strategic use of development finance to mobilize additional
finance towards sustainable development in developing countries. It helps enlarge the
total amount of resources available to developing countries (OECD: https://www.oecd.
org/dac/financing-sustainable-development/blended-finance-principles/) (retrieved on 1
December 2021).
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developing economies, increase private participation in the development
agenda, and reduce the risks of private investment as well as decrease the cost
of capital.
Table 4. Top 10 Global Investors 2020 ($ billion)
No

Country

2020

2019

1

Luxembourg

127

34

2

United States

118

119

3

Japan

116

227

4

China

110

137

5

Canada

49

79

6

France

44

39

7

Germany

35

139

8

Korea

32

25

9

Sweden

31

16

10

Spain

21

20

Source: OECD International Direct Investment Statistics (retrieved on 7 July 2021).

Some of the suggested sectors in Table 3 are applicable for blended
finance schemes. For instance, financing infrastructure can be structured as
blended finance from ODA, private investors from Korea, and private
investors from the host country. In emerging economies, there are ample
opportunities to invest in middle-size projects that usually significantly impact
people’s welfare. However, the capacity of the project’s owner and the size of
the projects make it difficult to mobilize financiers –usually banks- to finance
it with proper risk management. The associated risks can be reduced when
there is appropriate support from development finance. Therefore, the role of
ODA is (i) to provide technical assistance or other forms of support for local
companies or SMEs, (ii) to provide guarantee or combined guarantee with the
host government, and (iii) to attract private finance to participate in the projects.
ODA can take several forms, such as technical assistance, guarantee or
risk insurance, preparation facilities, concessional loan, and concessional
equity. With the support and assistance from ODA and the government,
private finance will see decreasing risks and increasing market confidence. On
the project side, combined private and public capital or commercial and grants
will reduce the capital costs and potentially increase the returns. Small to
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medium projects are often crucial to transform poverty into sufficient living.
Moreover, if the projects directly affect social welfare, such as WASH and
energy, they will create substantial positive impacts and at the same time
support the SDGs effort.
Figure 7 is an example of a simplified blended finance scheme. In this
scheme, ODA offers a partial guarantee or credit risks or technical assistance
(including preparation development facility) to the project owner or Special
Purpose Vehicle (SPV), running and managing the project. The host government
provides a co-guarantee to ODA, or it could be in the form of matching grants.
Another possible scheme is that the ODA disbursements go to the government
budget. Then the government channels it to the project through fiscal support
while providing risk guarantees to commercial lenders. There could be
variations of other possible schemes, depending on the country’s legal system
and the project’s case. The objective is the same: to increase market confidence
to participate in the project, improve the local project owners’ capacity, and
reduce the cost of capital.
Figure 7. Possible blended financing

Source: Author

Korea has advantages in supporting SMEs and building sustainable
infrastructure, which will be useful to structure the blended finance in
emerging economies. In 2019, SMEs made up around 99.9% of the total
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enterprises in Korea and employed about 82% of the total workers.14 It will
be a valuable support for the developing AMSs to learn from Korea’s
experience. Apart from direct support and blending the financial support to
AMSs, Korea can also build closer cooperation with other development
partners, especially in the region, such as Japan, Australia, and New Zealand.
The cooperation will leverage the available funding for the host countries and
synergize the efforts, so there is no unnecessary competition among the donors,
and the donors’ coordinated works will improve the outcomes.

5. Conclusion and Way Forward
NSP is the new way for Korea to level its ties with the ASEAN Member
States and India. The ties have more grounds for economic cooperation than
other fields, which is also a major interest for ASEAN cooperation. The NSP
initiatives are timely launched and touching essential issues for both Korea
and AMSs. To date, the NSP has been a stand-out Korea’s foreign policy in
the region. However, if the NSP Plus is not adequately advanced and
becoming stagnant, it will drag down existing Korea’s presence in Southeast
Asia. Therefore, for Korea, there is no turning point from the NSP.
Korea’s presence and engagement in Southeast Asia have been long
recorded, even though not as big as Japan and, currently, China. There are
some potential areas for more extensive engagement based on mutually
beneficial partnerships. First, conventional sectors such as infrastructure, trade,
education, and tourism are still relevant. The demands for these sectors are
steadily increasing, along with the economic and population growths. Second,
a conventional approach to some extent still works well, such as providing
scholarships, facilitating cultural exchanges, providing grants for NGOs, and
direct public and private investments.
Third, however, the conventional approach for conventional sectors is
not enough to significantly increase Korea’s connectivity with the ASEAN
region. Particularly during and post-pandemic era, which requires different

14

KOSIS Database, “Number of enterprises by scale of enterprises.” (retrieved on 2 June
2021); KOSIS Database, “Number of workers by scale of enterprise.” (retrieved on 2
June 2021).
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mechanisms to work and address the challenges, while there is a surging
demand for improving vulnerable sectors or areas. In parallel, sustainable
development has been gaining popularity, along with SDGs commitments
from all Asian leaders. The intersection of these various interests opens big
opportunities to explore new areas of development and cooperation and
synergize them. Among these areas are green financing, blue economy, digital
innovation, regulatory reform, sustainable urbanization, and resiliency.
Fourth, Korea can consider increasing blended finance schemes to
leverage the financial mobilization for developing economies. The counterparts
can be Korea’s and host country’s private investors, other development
partners with the same interests, NGOs, and philanthropists. It is expected to
help more people and transform poverty into sufficient living.
The suggested actions do not require establishing a new institution, but
outside institutions (besides the above-mentioned authorities) can participate.
Another critical issue to consider is to be careful with announcement effects:
once the authorities launch the new schemes or areas of cooperation, they
should be followed up thoroughly and timely to prove the commitment,
leverage market confidence, and avoid the pessimistic response. Therefore,
before announcing new initiatives, the government shall consider all relevant
factors, especially the rationale, targets, mechanism, main stakeholders, timeline,
funding, schemes.
Focusing on ASEAN and India, NSP creates a more significant opportunity
to support connectivity among ASEAN, India, and Korea. ASEAN-India
connectivity has been established, 15 and Korea could utilize the existing
partnership between ASEAN and India to boost the impact and enlarge the
scope. As strategic partners to ASEAN, India and Korea possess several
advantages, especially in their geographical locations, large economy and
population for India, advanced and robust technology capability for Korea; all
can fit with the ASEAN situation and interests.
Specifically, ASEAN economies are located right in the middle of the

15

ASEAN, “Plan of Action to Implement the ASEAN-India Partnership for Peace, Progress and
Shared Prosperity (2021-2025),” https://asean.org/asean2020/wp-content/uploads/2021/
03/11.-ASEAN-India-POA-2021-2025-Final.pdf (retrieved on 5 August 2021); OceanGov,
“Outcome Document ASEAN-India Workshop on Blue Economy: From Concept to
Action,” https://www.oceangov.eu/wp-content/uploads/2018/02/Final-Outcome-DocumentWorkshop-on-Blue-Economy-.pdf (retrieved on 9 July 2021).
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maritime nexus between India and Korea in a geographical context. ASEAN
and India have been working on strengthening their maritime ties (Zen and
Regan, 2014), and it provides several opportunities for other economies to
join the efforts. Given that the maritime sector in ASEAN economies is large,
growing, and has untapped potentials, while they are located next to the
Indian Ocean, Korea has a strong advantage if it focuses on maritime
connectivity in this nexus (India – ASEAN – Korea). Besides maritime
transport and logistics, other marine fields, such as aquaculture, fisheries,
and ocean debris management, are potential for tripartite cooperation.
Strengthening Korea’s presence and engagement in Southeast Asia
and India will bring significant benefits for the involved stakeholders.
Regionalization will enlarge the market, the production networks, the
innovation, and the resilience.

REFERENCES
ASEAN. “Plan of Action to Implement the ASEAN-India Partnership for Peace,
Progress and Shared Prosperity (2021-2025).” https://asean.org/asean2020/wpcontent/uploads/2021/03/11.-ASEAN-India-POA-2021-2025-Final.pdf (retrieved
on 5 August 2021).
ASEAN Economic Community Blueprint 2025. 2015. ASEAN Secretariat. Jakarta.
ASEANStat Data Portal. 2021. https://www.aseanstats.org/. (retrieved on 5 August 2021).
Bae, Eun-song, Meehyang Chang, Eung-Suk Park, and Dae-cheol Kim. “The effect of
Hallyu on tourism in Korea.” J. open innov. 3, 22 (2017). https://doi.org/10.
1186/s40852-017-0075-y
CEIC database. https://www.ceicdata.com/ (data extracted on 27 May 2021).
Climate Bonds Initiative. 2021. ASEAN Sustainable Finance: State of the Market
2020.
The Comprehensive Asia Development Plan 2.0 (CADP 2.0). 2015. ERIA. Jakarta.
Master Plan on ASEAN Connectivity 2025. 2016. ASEAN Secretariat. Jakarta.
Mid-Term Review of Master Plan on Connectivity 2025. 2021. ASEAN Secretariat.
Jakarta.
“Hallyu export earned $9.5 billion in 2018.” 2019. The Korea Times. (May 3).
https://www.koreatimes.co.kr/www/art/2020/02/732_268277.html (retrieved on
5 July 2021).
KOSIS Database. “Number of enterprises by scale of enterprises.” https://kosis.kr/
statHtml/statHtml.do?orgId=101&tblId=DT_1BD1022&vw_cd=MT_%20ETI
TLE&list_id=K2_BD_002_001&scrId=&seqNo=&language=en&obj_var_id=

178

The New Southern Policy Plus: Progress and Way Forward

&it%20m_id=&conn_path=A6&path=%252Feng%252Fsearch%252FsearchLi
st.do (retrieved on 2 June 2021).
KOSIS Database. “Number of workers by scale of enterprises.” https://kosis.kr/
statHtml/statHtml.do?orgId=101&tblId=DT_1BD1023&vw_cd=MT_ETITLE
&list_id=K2_BD_002_002&scrId=&seqNo=&language=en&obj_var_id=&itm
_id=&conn_path=A6&path=%252Feng%252Fsearch%252FsearchList.do
(retrieved on 2 June 2021).
OceanGov. “Outcome Document ASEAN-India Workshop on Blue Economy: From
Concept to Action.” https://www.oceangov.eu/wp-content/uploads/2018/02/FinalOutcome-Document-Workshop-on-Blue-Economy-.pdf (retrieved on 9 July 2021).
OECD. 2020. “Korea.” Development Co-operation Profiles, OECD Publishing, Paris.
https://doi.org/10.1787/d919ff1a-en
________. “Blended Finance.” https://www.oecd.org/dac/financing-sustainabledevelopment/blended-finance-principles/ (retrieved on 1 December 2021).
OECD Database. https://data.oecd.org/ (retrieved on 6 July 2021).
OECD International Direct Investment Statistics. https://www.oecd.org/corporate/
mne/statistics.htm (retrieved on 7 July 2021).
Statista database. “Distribution of foreign patients traveling to South Korea for medical
treatment in 2018, by country of origin.” https://www.statista.com/statistics/
802847/south-korea-medical-tourists-country-of-origin/ (retrieved on 4 July 2021).
UNCTAD. 2020. Handbook of Statistics. Geneva.
UNCTADSTAT. 2021. https://unctadstat.unctad.org/EN/ (retrieved on 3 July 2021).
UNESCO. http://data.uis.unesco.org/index.aspx?DatasetCode=CTRD_DS. (data
extracted on 4 May 2021).
WEF. 2020. “Global Competitiveness Report Special Edition 2020: How Countries
are Performing on the Road to Recovery.”
World Bank and United Nations Department of Economic and Social Affairs. 2017.
“The Potential of the Blue Economy: Increasing Long-term Benefits of the
Sustainable Use of Marine Resources for Small Island Developing States and
Coastal Least Developed Countries.” World Bank, Washington DC.
Zen, Fauzian, and Michael Regan. 2014. Financing ASEAN Connectivity. ERIA.
Jakarta.

The ASEAN-Korea Cooperation and Connectivity: Beyond the New Southern Policy Plus

179

Missing Pillars of Strategic
Autonomy? Security Cooperation
Between Korea and ASEAN
Evan A. Laksmana* and Andrew W. Mantong**

8

This paper seeks to examine the potential areas of security cooperation
between the Republic of Korea (hereinafter, Korea) and ASEAN. It provides
an assessment of whether and how Korea can work with ASEAN to strengthen
regional security and peace. Specifically, we focus on two policy domains:
maritime security and defense industrial collaboration. These two areas, we
submit, are significant features of Southeast Asian countries’ quest for strategic
autonomy amidst the growing strategic flux in the Indo-Pacific. By strategic
autonomy, we mean the ability to independently define and defend their own
strategic interests and foreign policy goals free from the dictates of other
external powers.
Maritime security represents an important set of daily operational
challenges while defense industrial capacity is a significant long-term strategic
challenge. By investing resources and energy in maritime security and defense
industrial cooperation with ASEAN, Korea could support Southeast Asian
states’ efforts in this regard. Unfortunately, security cooperation in those two
areas has been under-developed under the New Southern Policy (NSP)
framework. We thus provide an analysis on how Seoul can reorient its NSP to
focus more on maritime security and defense industrial cooperation with
ASEAN.
The subsequent sections will elaborate these arguments. The first section
will describe the NSP’s significance for Korean-ASEAN relations. The second
section will assess the opportunities and challenges of “traditional security”
** Senior Research Fellow, NUS.
** Researcher, CSIS.
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cooperation between Korea and ASEAN. The third and fourth sections will
examine why and how maritime security and defense industrial collaboration,
respectively, could become useful avenues of traditional security cooperation
between Korea and ASEAN. The final section will provide the broader
implications of our arguments and suggest policy recommendations to move
the relationship forward in the future.

1. The New Southern Policy and Korea-ASEAN Relations
The introduction of Korea’s New Southern Policy (NSP) opens a new
chapter in Korea-ASEAN relations under President Moon Jae-in. The policy
effectively translates long-held conceptions of Korea’s “middle power”
outlook by elevating the positions of ASEAN and India in Seoul’s diplomatic
landscape. By further emphasizing Korea’s strategic edge—its economic
development and technological competitiveness—NSP is seeking to diversify
Seoul’s foreign policy orientation beyond its traditional counterparts of China,
Japan, Russia, and the United States. However, it remains to be seen whether
an implicit “community building” approach towards regional stability through
developmental and economic measures is sufficient to shape regional power
and security dynamics as well as to set the rules and norms underpinning
shared ASEAN-Korea interests.
The NSP projects Seoul’s vision of the region becoming a “community
of people, prosperity, and peace.”1 The policy’s three pillars emphasize the
“people” as the primary target of Korea’s trade, investment, and people-topeople exchanges. The NSP describes the region as a “new economic map”
on which future prosperity and peace are drawn into the Korean Peninsula.
Korea’s deteriorating strategic environment has driven the NSP’s initial
development. After Korea’s deployment of the Terminal High Altitude Area
Defense (THAAD) anti-missile system in 2017, China applied economic
pressures costing the country S$ 7.5 billion economic loses.2 The US-China
trade war further worsened Korea’s geoeconomics standing. Caught between
the US-China strategic competition, Korea sought to diversify its geostrategic

1
2

The Presidential Committee on New Southern Policy (2019), p. 5.
Ha and Ong (2020).
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links by turning to both ASEAN and India as part of “a young and dynamic
region.”3
Meanwhile, as President Moon Jae-in tried to re-start the North-South
Korean peace process, his administration sought to widen the diplomatic
stakeholders of its efforts beyond the region. Further, President Trump’s
strong-arm tactics in pressuring allies like Korea to increase their contribution
have further brought into question the commitment of US security guarantees.
While certainly not a replacement for the US, ASEAN members states were
seen as potentially providing strategic value to Korea’s efforts. For one thing,
the formal diplomatic relations between all ASEAN Member States with the
DPRK could provide support systems to boost President Moon’s efforts. 4
Indeed, ASEAN remains the core of the ASEAN Regional Forum in which
the DPRK remains a formal member. A series of diplomatic events, including
when Trump met Kim in Singapore and when North and South Koreans rallied
together in the opening ceremony of the Asian Games in Jakarta, illustrates
ASEAN’s potentially valuable support for the Korean Peninsula peace process.
The NSP is important for Korea-ASEAN relations in several ways. First,
the NSP further substantiates Seoul’s middle-power diplomacy by expanding
its strategic horizons. Seoul has always considered its economic capacity and
democratic credentials as the key fundamentals driving its broader regional
identity projection.5 But Korea’s geostrategic position—caught between China,
Japan, Russia, and the United States—has also hamstrung such efforts,6 not to
mention its imminent security risk: North Korea’s nuclear development and
the prospect of yet another war in the peninsula.7 The alliance with the United
States remains under-determined, especially with China’s strategic rise, while
its relationship with Japan remains acrimonious. Therefore, Korea’s strategic
choices are constrained by a complicated set of bilateral and regional tensions
and domestic sentiments.8 The need to expand Korea’s strategic horizons by
engaging and investing in multilateral groupings like ASEAN should be
viewed in this context.

3
4
5
6
7
8

The Presidential Committee on New Southern Policy (2019), pp. 6-7.
Oh (2020).
Teo (2017), p. 197.
Rozman (2007), p. 199.
Chang and Lee (2017).
Rozman (2007), pp. 216-219.
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Another important context is the lack of consistency in Korea’s efforts to
operationalize its middle power identity into concrete strategic policies. Seoul
has oscillated, for example, between a regional and a global outlook for its
middle power strategies.9 President Roh Moo-hyun (2003 – 2007) pursued
a more regional outlook, where Korea seeks to be a regional balancer among
China, the US, Japan, and Russia. In contrast, President Lee Myung-bak
(2008-2012) pursued a more global, pro-US outlook, which elicited China’s
strong response. We can observe this, for example, when Seoul tried to
“internationalize” the Korean peninsula problem through the stagnating “SixParty Talks”.10
In any case, President Roh’s regional outlook missed the wider region by
overemphasizing Northeast Asia, while President Lee’s global outlook sidelines
regional concerns; there was no focus on ASEAN despite its position as the
driver of regional architecture building. As much as ASEAN remains
peripheral in Korea’s strategic map, Seoul’s presence in Southeast Asia also
remains weak. As one scholar argues, “[t]his mismatch between Korea’s
growing capacity and inconsistent foreign policy scope is one of the backdrops
of the Moon Jae-in government’s New Southern Policy which puts ASEAN
and India at the center of Korean foreign policy.”11
Second, the NSP integrates and deepens the strategic match between
Korea’s middle power image—built around its political, economic, and
technological strengths—and Southeast Asia’s wider conception of
security—tied to political stability, economic growth, and social harmony—
as embodied in the ASEAN Charter and recently, ASEAN Outlook on the
Indo-Pacific. 12 In other words, the wide acceptance of greater Korean
engagement with and presence in Southeast Asia can be seen through such
economic and developmental lenses.13 There have hardly been any major
contentions against Korean investment in ASEAN, especially when
compared with China and Japan over the years. ASEAN states have also
studied the Korean developmental state model. ASEAN states also do not see
Korea’s “hegemonic agenda” when pursuing infrastructure diplomacy in the

Shin (2015).
Ibid, p. 20.
11 Lee (2019).
12 Dewitt (1994), pp. 1-4.
13 Mantong (2020), p. 45.
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Indo-Pacific.14 Despite being an American ally, Korea is also not a member
of the Quad, which some Southeast Asian states worry could undermine
ASEAN centrality in regional architecture building.15
One should not underrate the importance of the NSP’s economic narratives
in the region. The NSP portrays ASEAN as the fastest growing economy and
a big market for Korean companies in the future.16 Major NSP projects for
ASEAN include “light rail expansion and renewable energy projects in
Indonesia; plant construction in Vietnam; a new harbor construction in the
Philippines; an electrical station construction in Myanmar; smart city
development in Singapore; and the implementation of an information and
communication technology master plan in Cambodia.” 17 The NSP Plus
improved the NSP by adding new initiatives in the areas of (1) public health
cooperation; (2) education and human resource development; (3) cultural
exchanges; (4) trade and investment; (5) rural villages and urban infrastructure;
(6) future industries; and (7) transnational safety and peace.18 These policies
accounted for the post-pandemic regional challenges, rising nationalism and
protectionism, digital transformation, and the increasing importance of nontraditional security.
However, security cooperation within the NSP Plus framework is still
preoccupied with non-traditional security issues, from disasters to transnational crime, which are, of course, prevalent in the region. There is nothing
fundamentally wrong with the emphasis on non-traditional security
cooperation between ASEAN and Korea. However, as we argue in this paper,
Southeast Asia’s quest for strategic autonomy means that traditional security
cooperation with regional powers like Korea remains an important part of their
strategic equation. What role is there for an ASEAN- Korea “traditional
security” cooperation then, especially within the NSP framework? We address
this question in the next sections.
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2. Korea-ASEAN Security Cooperation
While the NSP’s diplomatic elevation of ASEAN is certainly welcomed,
an over-emphasis on economic projects skews the policy towards bilateral
engagement with several Southeast Asian states. Critics argue that NSP has
not delivered Korea’s “coherent ASEAN strategy and implementation” for the
multilateral group.19 This is even though the NSP seems to have increased the
ASEAN-Korea Cooperation Fund (AKCF), one of the premier Korea-ASEAN
engagement tools. See Figure 1 below.
Figure 1. Budget and Programs Approved under the ASEAN-Korea
Cooperation Fund, 2012-2020

Source: ASEAN-Korea Cooperation Fund (2021).

However, the ACKF funding approved for security-related projects under
the ASEAN Political and Security Community pillar is only allocated less than
twenty percent of the total fund received by all three pillars; more than seventy
percent went to socio-cultural-related projects. See Figure 2 below.
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Figure 2. ASEAN-Korea Cooperation Fund by Pillars of ASEAN Community
ASEAN-Korea Cooperation Fund by Pillars
$2,416,267.26
$10,258,887.06

$43,886,241.51

ASCC

APSC

AEC

Note: ASCC: ASEAN Socio-Cultural Community; APSC: ASEAN Political Security Community;
AEC: ASEAN Economic Community.
Source: ASEAN-Korea Cooperation Fund (2021).

Furthermore, many of these projects have been implemented with
individual Southeast Asian states rather than the ASEAN-wide group level.
Indeed, the top three ACKF-funded projects are on education, culture, and
connectivity, in line with the current NSP Plus initiative. See Figure 3 below.
Figure 3. Sectors of ASEAN-Korea Cooperation Fund by Sectors

Source: ASEAN-Korea Cooperation Fund (2021).
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These figures tell us that security cooperation has not been the main
priority in Korea-ASEAN cooperation under the NSP. There are, however,
several limited and vaguely defined initiatives related to security engagement
including efforts to support peace and prosperity in the Korean Peninsula,
boost ties in national defense and defense industry, combat terrorism as well
as cyber and maritime security threats, and improve emergency response
capabilities. President Moon Jae-in also sought ASEAN’s support for his
peace process with DPRK on the basis of making East Asia into “one
community.” 20 Seoul has also agreed with ASEAN to hold the annual
ASEAN-ROK Defense Ministerial Meeting and to establish the ASEANKorea Center for Transnational Crime Investigation Capacity Building.21 In
short, there are bits and pieces of potential “traditional security” cooperation
between Korea and ASEAN, but they remain under-developed, underspecified, and certainly under-resourced.
The NSP Plus also added a few non-traditional security cooperation areas,
including climate change and satellite data sharing; disaster response and early
warning system, including establishing an Indonesia Forest Fire Disaster
Management Center; marine environmental protection; transnational crime
and law enforcement police partnership; unexploded ordinance and
minesweeping; and expanding environmental projects in the Mekong region.22
But these initiatives skirt around traditional security cooperation—which
Southeast Asian states continue to prize in their quest for strategic autonomy.
As one scholar puts it, “Seoul has strategically left sensitive security and
defense issues out of the scope of the NSP in order to minimize the risks of
being drawn into the quagmire of the US-China strategic rivalry.”23 While this
argument resonates when it comes to the broader geopolitical contests,
traditional security cooperation with ASEAN as a multilateral grouping is an
important strategic hedge Seoul has yet to develop.
Seoul’s elevation of ASEAN in its strategic map will remain incomplete
without stronger defense cooperation with the grouping and its members.
Granted, traditional security policy challenges like military modernization or
maritime disputes may not be as pressing today for many governments trying
20
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to contain the pandemic and manage their economic recovery. However, as
great power politics worsen, Southeast Asian states will increasingly focus on
their strategic autonomy: the ability to independently define and defend their
own strategic interests and foreign policy goals free from the dictates of other
external powers. Strategic autonomy, more broadly, is about safeguarding
the independence in the foreign policy decision-making process and its
implementation as well as the independence in the use of strategic military
assets.24 In other words, strategic autonomy is the necessary strategic space to
maintain autonomous rooms to maneuver in national decisions. Korea could
potentially offer another middle power layer of support to Southeast Asia’s
quest for strategic autonomy.
As far as strategic autonomy is concerned, we argue there are two areas
of potential “traditional security” cooperation between ASEAN and Korea
within the NSP framework. First is maritime security, where key ASEAN
members like Indonesia, Malaysia, Singapore, Thailand, Vietnam, and the
Philippines must deal with daily. The wide range of maritime security
challenges, from IUU fishing, piracy to illegal trafficking and territorial disputes,
suggests the need to have a stronger regional collaboration through ASEAN
and its dialogue partners like Korea. Second, Southeast Asian states are largely
concerned with improving their military capabilities in the long run as a
strategic hedge against regional uncertainties. Defense industrial capabilities are
one of the central features of long-term force development. Therefore, a
regional defense industrial collaboration between ASEAN and Korea is a
potentially important long-term cooperation to boost Southeast Asia’s strategic
autonomy. We elaborate on these two areas of cooperation in the next two
sections.

3. Korea-ASEAN Maritime Security Cooperation
ASEAN faces a myriad of maritime security challenges, even if in
different degrees and scope for different member states. Naval competition
may become regional flashpoints for great power competition even as each
state faces numerous transnational challenges in managing the maritime
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domain. Nearly all ASEAN member states, therefore, share similar maritime
security outlooks. They struggle to balance maritime law enforcement with
naval development, effectively exploit their sovereign rights over their waters,
and all have unfinished disputed maritime boundaries with their neighbors.
Therefore, many of them also prefer to avoid being dragged into great power
conflicts and prefer instead to engage multiple great powers through ASEANled mechanisms and regional norms.25
ASEAN-led institutions, therefore, are an important part of Southeast
Asian states’ efforts to deal with their maritime security challenges while
simultaneously ensuring that they could do so free from external interference.
The effectiveness of ASEAN-led maritime security mechanisms are therefore
important institutional indicators of Southeast Asia’s strategic autonomy, even
if, by and large, they prefer to keep their hedging strategies.26 The prevalence
of daily operational maritime challenges, from IUU fishing to naval
encounters at sea, also suggests how Korea could bring added strategic value
by emphasizing and putting resources into Korea-ASEAN maritime security
cooperation. Korea, after all, seeks to consolidate its “maritime middle-power
status” by developing broader and deeper regional cooperation.27
Korea brings several important advantages to a closer Korea-ASEAN
maritime security cooperation.28 For one thing, it has no maritime territorial
disputes with China, which might complicate closer engagement with
ASEAN’s own problems in the South China Sea. For another, Korea has highquality maritime science and state-of-the-art shipbuilding technology. Indeed,
its own economic growth and development are being driven by FLNG
facilities and sophisticated ships such as ice-class LNG carriers and newly built
icebreakers exploring the Arctic sea routes. Furthermore, Korea has a wealth of
experience convening international forums concerned with global maritime
governance. At the track-2 level, Korea has a wide variety of high-quality
maritime-related institutions, including privately funded non-profit independent
bodies like the Korea Institute for Maritime Strategy (KIMS) and the SLOC
Study Group-Korea. Such combination in Korea of track-1 and track-2
engagements fits with ASEAN’s similar track record in maritime security
25
26
27
28
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policy development.
More broadly, Korea not only has the capacity to contribute to a productive
ASEAN-Korea maritime security cooperation, but it also wants to do so.
Korea’s own strategic documents, such as A New Era of Hope: National
Security Strategy and the new national maritime policy Ocean Korea-21,
suggest that Seoul is seeking a greater maritime role in the region.29 After all,
Korea’s growth depends on maritime trade and shipping; its “mega ports”
handle hundreds of millions of tons of international cargo and tens of millions
of containers every year. The question is how to leverage and bring Korea’s
“maritime edge” to bear on Korea-ASEAN maritime security cooperation.
There are several challenges in this regard within the NSP framework.
The first issue is how to build on existing NSP initiatives to address the
broader maritime security challenges ASEAN member states face. Korea has
developed strategic engagement with the Mekong region, for example, and
even held a dedicated Mekong-ROK Summit in 2019. But no similar
initiatives exist for maritime ASEAN states, despite ongoing conversations
among various policy thinkers, academic forums, and track-2 networks on this
issue. One idea being discussed is to apply Mekong-like initiatives to the
Brunei-Indonesia-Malaysia-Philippines East ASEAN Growth Area (BIMPEAGA).30 But this framework remains underdeveloped. On the one hand, a
“minilateral” (or sub-regional) engagement between Korea and several
ASEAN member states may seem like it undermines ASEAN centrality as a
multilateral whole. But on the other hand, ASEAN member states would
appreciate strategic efforts by trusted middle powers like Korea to address
their daily security challenges in the maritime domain. Both Korea and
ASEAN need to find a more balanced, calibrated engagement formula in this
regard.
There are encouraging signs for Korea-ASEAN maritime cooperation
within existing ASEAN-led mechanisms. Korea has expressed interest, for
example, in participating in multinational naval exercises within the
framework of ReCAAP, ARF Inter-Sessional Meeting on Maritime Security,
East Asia Summit, and contributing to other initiatives to promote Southeast
Asian regional maritime security. 31 Within the ADMM-Plus mechanism,
29
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Singapore and Korea co-chaired the Experts’ Working Group on Maritime
Security (2017-2020). 32 Both jointly organized a maritime security field
training exercise in April 2019 involving 16 ships, six aircraft, and about 700
personnel from 18 countries. Under their co-chairmanship, the ADMM-Plus
navies agreed in November 2017 to adopt and practice the Code for
Unplanned Encounters at Sea, a confidence-building measure that seeks to
reduce misunderstandings and prevent miscalculations at sea. Singapore and
Korea also conducted the Future Leaders’ Program in June 2018 to encourage
collaboration within the ADMM-Plus community on maritime security.
Korea’s preliminary record on maritime security engagement with
ASEAN is therefore encouraging. However, we might also consider new areas
of cooperation or initiatives to strengthen existing ones. A Korean-ASEAN
Maritime Security and Safety forum or initiative can complement the ongoing
efforts to institutionalize the ASEAN-Korea Defense Annual Meeting.
Individual Southeast Asian states could also use some assistance on naval
shipbuilding capabilities for their maritime law enforcement efforts. Greater
frequency and quality of joint exercises and capacity-building programs
between Korea and ASEAN maritime law enforcement agencies would also
go a long way to strengthening the maritime partnership. Aside from law
enforcement, Korea and ASEAN should consider a wide range of cooperation
in the areas of maritime safety, search and rescue efforts, HADR, and marine
environmental protection, as well as blue economy and trans-national crimes
at sea.

4. Korea-ASEAN Defense Industrial Cooperation
Korea and ASEAN could seriously consider exploring a wider defense
industrial collaboration beyond bilateral ties (e.g., between Indonesia and
Korea). Korea has an increasingly encouraging track record in major military
exports and defense technological cooperation with regional partners. Despite
structural limitations such as Korea’s over-reliance on US-made technology,
Seoul has experienced the promises and challenges of a defense industrial
collaboration with Indonesia, a key ASEAN member. As we will discuss
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below, Indonesia’s experience—the pluses and minuses—could provide useful
lessons for a future Korea-ASEAN defense industrial collaboration.
Meanwhile, ASEAN has proposed its own defense industrial regional
cooperation through the ASEAN Defense Industrial Coordination (ADIC)
initiative. The initiative proposed in 2011 has since fizzled. But the potential
for a Korea-ASEAN joint venture in mid-range platforms like patrol vessels
or maritime patrol aircraft, or a wider defense industrial collaboration might
jolt the ADIC back into life. For one thing, ASEAN’s defense-industrial
capabilities are expected to see a boost from centralized military procurement
and expanded international cooperation on developing affordable weapons
platforms and systems. Regional defense industries are seeking self-sufficiency,
diversifying research and development investment, pursuing defense cooperation
agreements, and jointly developing or acquiring next-generation assets.
Achieving these objectives will require ASEAN to coordinate its defense
policies and collaborate with other regional states like Korea.33
A regional collaboration would allow for an emphasis on capability-based
defense-industrial cooperation and high-quality technology-based jobs, and
potential spin-offs from military investment. Korea has sophisticated research
and development capabilities, strong and supportive foreign policies like the
NSP, and, in the areas of maritime security, are capable of large-scale
production programs. Korea could, in theory, offer timely replacement of older
naval assets, competitive pricing, reliable and transparent naval acquisition
processes, and the prospect of future defense-industrial development and
ensuing spin-offs from naval modernization.34 ASEAN members have already
benefited from coastal patrol vessels supplied by Korea to enhance their
capabilities in the South China Sea.35

Korean defense industry and international collaboration.
There is strong government support for Korea’s growing defense industry.
Their defense companies continue to carve their share of the global defense
market as they climb existing international market rankings, especially in the
areas of Command/Control & Communication, Mobility, Naval, Fire Power,
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and Airborne technologies.36 The Korean defense budget continues to grow
at about five percent per annum. The government also worked to guarantee the
defense industry a steady flow of domestic contracts to promote growth and
innovation by ensuring limited risks. 37 The government also provided tax
breaks, low-interest loans, and direct financial support in the form of subsidies.38
The government further predesignates specific family-run conglomerates to
create defense subsidiaries and be the sole producer of specific arms for the
Korean armed forces prior to the providing of support and contracts.39 These
include the platforms in Table 1 below. This model of state support, however,
has led to significant excess capacity and under-utilized but pricey facilities;
only 57% of the overall defense industry is actively operating, causing
diseconomies of scale that have hampered efficiency and limited arms
development.40
While strong government support means that Korean defense companies
could theoretically better engage in international collaboration with foreign
governments, including with ASEAN, one major problem remains: Korea’s
dependence on foreign-supplied core technologies for key components. These
include, for example, heavy-duty vehicle engines, active protection systems,
jet engines, airborne radar systems, other avionics, landing gear, early warning
and tracking radar, fire control systems, thermal imagers, laser detection
sensors, navigation systems, data links, sensor fusion technologies, and signal
processing.41 Many of these were largely sourced from American companies,
rather than locally produced. Indeed, the Korean defense industry still has
extensive licensing and offset agreements with the US and co-production
agreements with EU states. Consequently, international collaboration programs
are often hamstrung by the challenges surrounding “transfer of technology”
policies.
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Table 1. Major Korea Defense Products and Designated Groups
Products

Group

T-50 advanced trainer/light fighter jets,
KT-1 turboprop trainer, Surion utility-lift
helicopters, UAVs, KSLV-II space launch
vehicles, and satellites

Korean Aerospace Industry (KAI)

KSS-II (Type-214) submarines, KDX
destroyers, and Incheon-Class frigates

Daewoo Shipbuilding & Marine
Engineering, DSME; Hyundai Heavy
Industries; HHI; STX Offshore

Dokdo-class amphibious assault ship

Hanjin Heavy Industries

K1 and K2 MBTs

Hyundai Rotem

K21 IFV, Chunma SAM, and Chunmoo
multiple rocket launchers

Hanwha Defense Systems

K2 assault rifles, machine guns, and
20mm cannon

S&T Dynamics

Source: Author Summary from Bitzinger (2019), pp. 381-382.

Nevertheless, Korea has gradually diversified its international defense
collaboration beyond the US and engage European companies, such as in the
Surion helicopter deal, which was developed by KAI with Eurocopter. Korea
even began to manufacture under license the German Type-209 and the Type214 submarines42 The merger between Thales and Samsung Electronics in
2001 created one of the largest producers of radars, electronic warfare equipment,
and Command, Control, Communications, Computers, Intelligence, Surveillance,
and Reconnaissance (C4ISR) systems in Korea.43 But more importantly, for
our purposes in this paper, Seoul has also gradually begun acting as a defense
technological “supplier” through its offset, coproduction, and joint venture
agreements with India, Saudi Arabia, Turkey, and Peru.
In 2013, Kangnam Corp signed a contract with India for the sale of eight
countermeasure ships; six of which will be produced at the Goa Shipyard in
India, and only two will be produced at the Kangnam Naval Shipyard. Defense
industrial cooperation seems increasingly central to India-Korean relations,
particularly in the areas of joint research, joint production, and joint exports.44
Similar discussions were also being held among Korean and Saudi Arabian
officials in 2019, particularly on the joint production and joint sales of
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ammunition before expanding into artillery systems, combat vehicles, and
potentially C4ISR systems.45 However, perhaps the more salient example of
Korea’s defense industrial collaboration potential can be gleaned from its
experience of working with Indonesia, a key ASEAN member state.

Korea-ASEAN defense industry collaboration: lessons from Indonesia.
Two major collaboration efforts between Korean and Indonesian defense
companies revolve around submarines and advanced fighter aircrafts. While
the joint production of submarines went relatively smoothly, the joint
development of the KFX fighter jets has stagnated in recent years. By 2011,
Indonesia had placed a USD 1 billion-worth of order of three Chang Bogoclass submarines, with specific provisions for technology transfer and joint
production to expand its naval shipbuilding capabilities, boost its submarine
fleet and replace the aging Type 209 KRI Cakra and KRI Nanggala
submarines. 46 The joint production was divided into three phases: (1) the
production of the first submarine in Korea, (2) the exchange of engineers in
the development of the second submarine, (3) Indonesia’s PT PAL produce
the last submarine. As part of the agreement, approximately 206 engineers
from PT PAL were sent to the DSME Shipyard, including 120 submarine
design engineers and 186 production engineers.47
The project was not entirely free from challenges. PT PAL, for example,
reportedly failed to meet certain DSME quality control assessments (a
precondition for technology transfer) throughout the production of the third
submarine. Hence, DSME was reportedly hesitant to involve PT PAL
engineers in the production process directly.48 Nevertheless, this project was
considered complete when the third submarine KRI Alugoro-405 was delivered
in March 2021. The collaboration was deemed successful enough that in April
2019, Korea signed a USD 900 million deal to deliver another batch of three
more submarines to Indonesia under similar schemes. This second deal has
been deemed a central feature of the NSP. According to Korea’s Defense
Acquisition Program Administration (DAPA), “The second submarine project
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with Indonesia is a key project of the New Southern Policy, and it was the
result of cooperation among the government and related agencies.” 49 We
should therefore acknowledge that the NSP has the potential to expand and
deepen traditional security cooperation between Korea and ASEAN, even in
an area as “sensitive” as defense industrial collaboration.
We should be aware of the challenges of such efforts, however. We can
draw lessons from the KFX project between Indonesia and Korea. The KFX
was initially Korea’s attempt to develop a 4.5 generation fighter jet. Indonesia
agreed to fund 20% of the program’s development costs in November 2015, a
month prior to DAPA officially awarding the $8 billion contract to KAILockheed Martin. To balance the development cost, two-hundred-fifty jets
with an expected 65% local components would have to be produced.50 The
critical design review was completed by September 2019. The Assembly of
the prototype began in September 2020, and the roll-out ceremony was
eventually held in April 2021. The fighter’s first flight is scheduled for 2022,
with the first 40 Block I fighters to be produced between 2026-2028.
However, Indonesia’s involvement in the project was fraught with
problems and disputes surrounding technology transfer, specifications, and
payment, leading to three different project suspensions between 2007-2016.51
As we noted above, the US as a core technology provider for Korean products,
reared its ugly head on the technology transfer. In October 2015, the US
refused to grant licenses for the use of the electronically scanned array (AESA)
technology, infrared search and track (IRST) system, electronic optics targeting
pod (EOTGP), and the Radio Frequency Jammer.52 The US argued that, aside
from the proprietary nature of the technology, the KF-X export with key US
components would create additional competition for US defense companies
operating on an already highly competitive fighter jet market.53
Indonesia was frustrated over these transfer restrictions. The US even
requested Indonesia to sign on to the Defense Technology Security System to
ensure that should Indonesia receive a core technology transfer from Korea,
no information learned would be leaked to a third party. Moreover, having sent
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approximately 300 engineers to Korea to receive fighter jet development and
production training over four years, Indonesia was unsatisfied with the
technology transfer rate, not to mention the specific age-oriented restrictions on
the engineers sent by Indonesia. 54 On the other hand, Indonesia has only
fulfilled 13% of its 20% contractual financial obligations.55 Indonesia failed to
deposit its 2017 funding obligations valued at $124.5 million, additionally
failing to pay its 2017-2020 arrears which had ballooned to $420 million by
2020.56
Despite Indonesian and Korean officials’ completed renegotiations and
standing commitments to continue the project, Indonesia is seeking to acquire
thirty-six Dassault Rafales and at least eight F-15EXs. In any case, unlike the
submarine project where Korea was already capable to independently produce
the Chang Bogo-class based on the German-developed Type-209, the KFX’s
core technology was US-dependent. For a future ASEAN-Korea defense
industrial collaboration, therefore, both sides should focus on a small number
of mid-range defense platforms that are not reliant on a third-party supplier
like the US. If there is a genuine push for maritime security and defense
industrial collaboration, then the production of a Korea-ASEAN patrol fleet
for maritime law enforcement, for example, might be worth considering.
Perhaps more importantly, Korea-ASEAN defense industrial collaboration
should proceed along the lines or within existing ASEAN-led initiatives such
as the ASEAN Defense Industry Collaboration (ADIC).
Signed at the Fifth ADMM in May 2011, the ADIC initiative has seen little
progress. The ADIC has specifically sought to promote greater collaborative
defense projects revolving around dual-use sectors, joint ventures, joint
production, joint R&D, and joint promotion of indigenous arms sales.57 One
major structural challenge is the divergent defense industrial bases and their
capabilities across different ASEAN members. Singapore, for example, has
perhaps the most developed defense industrial base compared to Indonesia and
Malaysia. Each of them also has different strengths that may not necessarily
be complementary; many of them might even be in competition with one
another. Divergent defense doctrines across ASEAN are also another structural
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challenge for regional defense collaboration. According to one scholar,
“Singapore’s emphasis on ‘forward defense’ contrasts with Indonesia’s emphasis
on ‘depth,’ while Thailand’s preoccupation with land-based threats from the
north conflicts with Malaysia's concerns over maritime security.”58
These hurdles notwithstanding, ASEAN members continue to prize strategic
autonomy, and defense industrial building remains one of the preferred
methods to achieve that goal. Even if defense self-sufficiency remains
economically unviable, pronouncements seeking to boost domestic defense
industries bring domestic political advantages for any ruling administration
in the region. As discussed in the previous section, maritime security—and
maritime-related defense industrial collaboration—could offer a significant
opportunity for Korea and ASEAN. A significant boost by Korea might even
revive the now-defunct ADIC discussions. Areas of maritime security technology
could include subsurface capabilities (submarine and submarine rescue),
patrol vessels, maritime surveillance, including unmanned vehicles, and longrange ISR capabilities.

5. Conclusions and Recommendation
Our preceding analysis highlights several arguments. First, there are
significant opportunities for Korea and ASEAN to craft and implement new
avenues of “traditional security” cooperation, both within the NSP framework
as well as through ASEAN-led mechanisms. NSP has provided the initial
foundation for a wider set of security cooperation, including in the areas of
defense industry, as Indonesia’s second submarine contract shows. Policymakers
in Seoul would do well to acknowledge and even focus on the underlying need
for Southeast Asian states to develop and defend their strategic autonomy. This
avoids the complicated conversation about whether traditional security
cooperation could drag Korea into the US-China strategic vortex. In short, if
Korea presents its traditional security cooperation as a method to improve
Southeast Asia’s strategic autonomy, whether in the maritime domain or in
others, there should be less resistance from the region, including from Japan
and China.
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Second, we analyze the promises and pitfalls of two areas of security
cooperation: maritime security and defense industrial collaboration. ASEAN
members must grapple with the daily complex maritime security challenges
while Korea seeks to solidify its role as a middle maritime power in the region.
As maritime security remains an immediate challenge, Korea-ASEAN
cooperation should focus on maritime law enforcement capacity building
(from joint exercises to education and training), operational proficiency in
maritime safety, search and rescue efforts, HADR, and information sharing.
Defense industrial collaboration is all the more challenging given the
hiatus of the ADIC and the structural divergence in defense industrial bases
among Southeast Asian states. But Korea’s track record in international
defense collaboration, including with Indonesia, a key ASEAN member,
should be a cause of optimism. The focus of a future Korea-ASEAN defense
industrial collaboration should be on mid-range technological platforms that
do not require strong third-party consent (e.g., from the US) for the transfer of
technology. From patrol vessels to surveillance, maritime security capabilities
should also provide an ideal focus for a future defense industrial collaboration.
Key ASEAN member states like Indonesia, Singapore, Vietnam, Malaysia,
and the Philippines require regional collaboration to meet their maritime
technological needs.
Finally, we argue that Korea-ASEAN security cooperation should remain
rooted in ASEAN-led mechanisms, where Korea is building its strategic
capital as one of ASEAN’s premier dialogue partners. The ASEAN-Korea
Cooperation Fund should also include more security-related projects and
initiatives. Building off Singapore and Korea’s success in the ADMM-Plus
mechanism, Korea and ASEAN should collaborate on other maritime-related
ASEAN mechanisms, from the ARF to EAS and others. It might even be
fitting for Korea to throw its weight to the soon-to-be-held ASEAN Coast
Guard Forum in the future as the meeting’s first dialogue partner. Overall,
there are significant opportunities for ASEAN and Korea to develop the
missing pillar of Southeast Asia’s quest for strategic autonomy.
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Advancing ASEAN-Korean
Cooperation on Non-Traditional
Security Challenges in East Asia
Mely Caballero-Anthony*

9

1. Introduction
Since the start of the sectoral dialogue partnership in 1989, the Republic
of Korea (hereinafter, Korea) has forged close ties in various fields with
ASEAN. The partnership was further elevated when Korea was accorded a
Full Dialogue Partner status by ASEAN two years later. Their collaboration
has made remarkable progress over the past 30 years. Bilateral trade has
increased 12-fold, and Korean investments in ASEAN economies have
expanded considerably. There has been exponential growth as well in terms
of socio-cultural exchanges such as mutual visits and student exchanges. Due
to expanding regional multilateral institutions, there are more opportunities for
Korea and ASEAN member states to meet and discuss issues of mutual
interest.1
This partnership has grown amidst the rapid changes in the regional and
global environment, where the nature of security challenges has seen the rise
in non-traditional security (NTS) threats. NTS threats are non-military but
pose grave threats to the security of people and states. These include climate
change and its attendant impact on environment security and food security,
devastating natural disasters that are increasing in frequency and intensity,
*
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population displacement, pandemics and infectious diseases, transnational
crimes like drug trafficking and human trafficking. among others.2 The East
Asian region faces many NTS challenges, aside from the conventional security
threats such as territorial disputes like the South China Sea, competition and
rivalry among regional powers, and nuclear proliferation.
Unlike conventional security threats, NTS threats share common features.
NTS threats like climate change, environmental degradation, and pandemics
are transnational in nature, with regard to their origins and effect. These threats
are often complex and cross-cutting, and their impacts are difficult to reverse
when we look at desertification and loss of habitat caused by climate change.
Given that the impacts of these threats are severe and affect large swathes of
communities across borders, it is often difficult to differentiate between what
is high or low politics. More importantly also, for many countries, particularly
the developing ones, the capacity of the state to deal with these transborder
threats is seriously challenged. National solutions are often inadequate to
respond to these complex and transborder threats and would require regional
and multilateral cooperation. Thus, efforts at promoting multilateral cooperation
have become extremely important to respond and manage the different kinds
of NTS challenges facing humanity today.
Regional efforts to institutionalise NTS cooperation in East Asia can be
seen in most of the institutional frameworks in the region -- ASEAN,
ASEAN+3, ASEAN Region Forum, and East Asia Summit. Discourse and
policy thinking on NTS are also apparent in the Track 2 dialogues like in the
ASEAN– Institutes of Strategic and International Studies (ASEAN–ISIS) and
the Council for Security Cooperation in the Asia Pacific (CSCAP). State and
sub-state actors such as provincial and local governments, as well as non -state
actors from civil society likewise call for the primacy of NTS issues in policy
formulation and resource allocation.
Against this background, this paper explores the robust ASEAN-Korea
cooperation, particularly in four NTS issues: disaster preparedness and response,
COVID-19 pandemic, climate change, and the marine environment, and
ensuring the peaceful use of nuclear energy. Given that these NTS issues are
transboundary and are shared concerns by states in East Asia, addressing such
2
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issues through collaboration provides vast opportunities to enhance ASEANKorea relations. This paper looks at the capacity-building assistance that
Korea can offer to ASEAN through training, grants, and technology and
knowledge transfer in addressing NTS issues.

2. Korea and ASEAN Relations in East Asia
As East Asian economies went through recovery in the aftermath of the
Asian Financial Crises (AFC) in 1997-98, former Korean President Kim Daejung invested much of his political will to advance ASEAN+3 regional
cooperation (ASEAN-Japan-KOREA-China). With this, Korea became closer
to ASEAN and individual Southeast Asian countries. More importantly, the
policy direction under President Kim served as a strong foundation for robust
cooperation between ASEAN and Korea after that. ASEAN and Korea’s
partnership and practical cooperation have further expanded under the three
presidents after Kim: Roh Moo-hyun, Lee Myung-bak and Park Geun-hye.
Within the ASEAN+3 and East Asia Summit (EAS) frameworks, Korea
actively participated in multilateral cooperation projects under these ASEANled frameworks. There are numerous dialogues and cooperation platforms that
facilitate ASEAN and Korea partnership such as ASEAN+3, East Asia Summit,
ASEAN Regional Forum (ARF), Asia-Pacific Economic Cooperation (APEC),
ASEAN Defense Ministers’ Meeting Plus (ADMM+). Furthermore, the
regionalisation momentum led to increased economic interactions between
ASEAN and Korea. Southeast Asian economies and Korea have been tightly
interconnected to each other economically, and private businesses investing in
and trading with ASEAN countries have been furthering Seoul’s practical
cooperation with ASEAN and its individual member states.3
However, for other Korean analysts, after Kim Dae-jung’s presidency,
despite the growing economic engagement between ASEAN and Korea, the
overall regional foreign policy concern of Korea since then quite often omitted
3

Jaehyon Lee (2019), “Korea’s New Southern Policy: Motivations of ‘Peace Cooperation’
and Implications for the Korean Peninsula, Issue Briefs, The Asan Institute for Policy
Studies,” (21 June). http://en.asaninst.org/contents/koreas-new-southern-policy-motivations-ofpeace-cooperation-and-implications-for-the-korean-peninsula/ (accessed on December 2,
2021).

206

The New Southern Policy Plus: Progress and Way Forward

ASEAN as one of the major foreign policy priorities. ASEAN remained
secondary in Korea’s overall strategic landscape. 4 Prior to Moon Jae-in’s
presidency, Korea’s policy framework had not put much significance for
ASEAN, giving more priorities to major powers.5 Nonetheless, the private
sector, large private companies, and social organisations fully utilised the
available opportunities for interaction and exchange between Korea and
ASEAN. Since 1997, summit meetings between Korean and ASEAN leaders
have been conducted at least once a year.6
The evident disconnect between Korea’s growing capacity as a middle
power and inconsistent foreign policy priority for Southeast Asia is being
addressed by the Moon Jae-in government’s New Southern Policy which
elevates ASEAN at the center of Korean foreign policy.7

3. Korea’s New Southern Policy
President Moon unveiled Korea’s New Southern Policy in 2017 during
his inaugural visit to Southeast Asian countries with the aim of building a
“people-centred community of peace and prosperity together with ASEAN”.
The three pillars of the New Southern Policy — the “3Ps” of people, prosperity
and peace — are designed to advance a broad and inclusive partnership
between Korea and ASEAN, encompassing not just economic cooperation but
also political-security, social and cultural exchanges.8 Since then, Seoul has
adopted a whole-of-government approach that involves most of the ministries
and government agencies in implementing the presidential agenda.
The NSP showcases Korea’s middle power ambition as it seeks greater
4
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strategic autonomy by assuming more comprehensive international responsibilities
and roles, especially in the Asia-Pacific, that are deemed fitting with its status
and capabilities. In this respect, Seoul has been enhancing its diplomatic
overtures to Southeast Asia.9 Korea pledged to double its official development
assistance to six Southeast Asian countries (Cambodia, Myanmar, Laos,
Vietnam, Indonesia, and the Philippines), from 87 billion won in 2019 to 180
billion won by 2023, in line with the NSP strategy.10 The ASEAN-Republic
of Korea Joint Vision Statement for Peace, Prosperity and Partnership was
adopted at the ASEAN-ROK Commemorative Summit on the 30th Anniversary
of ASEAN-ROK Dialogue Relations on 26 November 2019 in Busan, Korea.
The growing cooperation between Korea and ASEAN, under the NSP, is
clearly reflected in the ASEAN-ROK Plan of Action to Implement the Joint
Declaration on ASEAN-ROK Strategic Partnership for Peace and Prosperity
(2021-2025), which now contains economic, cultural, political as well as a
wide range of traditional and non-traditional security (NTS) issues of mutual
concern.11
Despite the early achievements of the NSP, there is room for improvement
in the policy implementation and Korea’s strategic approach to ASEAN in
general.12 In 2020, underlining that the COVID-19 pandemic calls for closer
cooperation between Korea and ASEAN, Moon introduced the NSP Plus
strategy, an advanced version of the NSP to intensify cooperation with Southeast
Asia on various issues, including NTS issues. The NSP Plus Strategy outlines
new, realistic initiatives focusing on seven key areas of cooperation, which are
public health, including cooperation on COVID-19 initiatives, education/human
capital development, cultural exchanges, trade and investment, infrastructure
9
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12 Jaehyon Lee (2020), “New Emphasis Needed: South Korea’s New Southern Policy and
ASEAN,” ISEAS Perspective, (5 October), https://www.iseas.edu.sg/wp-content/uploa
ds/2020/09/ISEAS_Perspective_2020_110.pdf (accessed on December 2, 2021).
10

208

The New Southern Policy Plus: Progress and Way Forward

development, future industries like 5G and artificial intelligence (AI), and
non-traditional security issues such as environment and climate change.13
The next section highlights how Korea has provided capacity-building
assistance to ASEAN and several Southeast Asian countries in addressing four
NTS issues: humanitarian assistance and disaster relief, climate change and
environmental protection, COVID-19 pandemic, and peaceful use of nuclear
energy and nuclear security. It discusses the knowledge, information, and
technology sharing being facilitated by the NSP strategy of Korea.

4. Advancing Korea and ASEAN Relations through the NSP
4-1. Humanitarian Assistance and Disaster Relief (HADR) Cooperation
In 2020, 389 natural disasters occurred worldwide, affecting approximately
98.4 million people and causing an estimated US$171.3 billion in economic
damage.14 Out of these, 161 disaster events occurred in Asia, with 8 of the top
14 countries in Asia and 4 in Southeast Asia.15 The East Asia and Pacific
region has also accounted for the biggest percentage of disaster displacement
globally, with 9.6 million people displaced in 2019, with this figure likely to
rise as extreme weather events continue to increase in frequency and intensity.16
In the last two decades, Southeast Asia has increasingly been vulnerable
to disasters. The region had experienced fatal disasters every four to five years,
including the Indian Ocean tsunami in 2004, Cyclone Nargis in 2008,
Typhoon Haiyan in 2013, and the Sulawesi earthquake and tsunami in 2018.
Therefore, robust disaster management and emergency response have become
a critical policy issue that has been actively discussed among all ASEAN
member states. Southeast Asian countries have been variably opened to

13
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capacity-building assistance from donor countries, including Korea, in HADR
management. To advance the 3Ps under the New Southern Policy, several
collaborative projects have been initiated, including cooperation in disaster
management that is cross-sectoral and cross-pillar.17 This issue is included in
the Plan of Action to Implement the Joint Declaration on ASEAN-ROK
Strategic Partnership for Peace and Prosperity (2021-2025).18
Korea has been a proactive ASEAN partner who has generously
disbursed massive aid to affected areas, including the deployment of the Korea
Disaster Relief Team and the provision of relief supplies. Korea has shared its
technologies, such as flood forecasting-warning systems, to prevent and
analyse disasters in Southeast Asia.19
Korea has recently started a new HADR project with ASEAN. The
ASEAN Standards and Certification for Experts in Disaster Management,
dubbed the ASCEND project, is a three-year initiative launched in September
2020 by the Korean government and the ASEAN Coordinating Centre for
Humanitarian Assistance on disaster management (AHA Centre). The project
aims at addressing one key challenge faced by national disaster management
organisations in the region. While humanitarian actors from different sectors
(governments, businesses, NGOs, institutions) have the capacity to respond
effectively, one key challenge is the need to identify and validate their specific
skills for coordination purposes.20
Through the ASCEND programme, specific skills and competencies
offered by those involved in the HADR will be validated and be given regional
recognition. Adelina Kamal, AHA Centre’s Director, said that the programme
will help them realise ASEAN’s vision of becoming a global leader in disaster
management by 2025. According to Lim Sungnam, Korea’s ambassador to
ASEAN, “with the ASCEND programme, I strongly hope and believe that
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Korea and ASEAN will be able to plant a meaningful seed of cooperation to
build the people-centred community of peace and prosperity as envisaged by
our New Southern Policy.” 21 With the programme, the AHA Centre and
ASEAN Member States can ascertain the skills and expertise available for
assigning or receiving response teams at times of disaster. Competency
standards can also be used as an authoritative reference to guide disaster
management institutions and organisations in institutionalising their own
specific training programmes. For individuals, this regional certification will
advance their continuous learning and career progression within the HADR
sector.22
Korea has provided generous support to the AHA Centre through the
ASEAN-Korea Cooperation Fund (AKCF). The funding support from AKCF
ensures the sustainability of the ASCEND programme for the next three years.
Korea has contributed more than US$3.3 million to the ASCEND project and
US$124 million overall to 421 AKCF projects since 2012.23 In implementing
the ASCEND project, the AHA Centre will also collaborate with the Korean
National Fire Agency (KNFA), and both institutions will gain from the exchange
of knowledge and expertise, and activities including conducting a joint event.24
Korea also provides training and capacity-building projects that are being
funded by the AKCF. KOREA Ambassador Lim conveyed his confidence that
his nation’s information technology-driven disaster management system will
help fulfill the ASEAN’s vision for disaster management mentioned above.
One of the programmes will use virtual reality to facilitate a training course
for reinforcing disaster risk governance. The project will also encompass
comprehensive disaster management training for different types of disasters
intended for officials from all ASEAN member states. With funding support
from AKCF, the five-year (2020-25) project has three objectives: support
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capacity building for local and central government officials, improve disaster
risk governance of ASEAN members, and boost the capability of each state’s
national disaster management office to gather and assess disaster risk information.25
In December 2020, this Disaster Management Capacity Building Project
(D-CAB) was launched through its first virtual training session offered by the
National Civil Defense and Disaster Management Training Institute (NDTI)
of Korea, in collaboration with the Education and Training Center of Disaster
Management National Authority (BNPB) of Indonesia. The NDTI will provide
the Training of Trainers (TOT) programme by using Virtual Reality (VR)
simulators as an education tool for strengthening disaster risk governance in
consideration of the latest disaster trend in the ASEAN region. More than 200
junior and/or senior level government officials are targeted to be trained
primarily by Korea during the project’s entire duration. Director-General of
the NDTI Jang Han emphasised that the project would be a great opportunity
for ASEAN and Korea to learn from each other on knowledge and technology
of disaster risk management. Minister of Korea Mission to ASEAN Changnyun
Kim highlighted that NDTI would share Korea’s experience and expertise in
disaster risk management through the project.26 The second training session
provided the trainees with ASEAN-tailored lectures on Disaster Management
System, Early Warning System, Recovery System, and Public Information.27
To sum up, Korea’s New Southern Policy facilitates technology and knowledge
exchange and transfer with ASEAN in the area of capacity building in disaster
management with the utilisation of IT tools and approaches provided by
relevant Korean agencies and AKCF’s funding support.

4-2. Pandemic Preparedness and Response
The outbreak of the COVID-19 pandemic has caught the global community
25
26
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by surprise. Described as an extraordinary, once-in-a-century pandemic, COVID19 continues to rage in most parts of the world and has already caused untold
human sufferings to millions of people globally. To date, COVID has resulted
in over 3.8 million deaths and approximately 176,785,667 confirmed cases
globally. Since its outbreak in 2020, the pandemic has upended people’s lives,
cost millions of jobs, severely restricted people’s mobility, and resulted in an
economic downturn not seen since the global recession in the 1930s. This
long-drawn-out pandemic has exacted a huge toll on the health and well-being
of communities worldwide.
One of the crucial needs of ASEAN members that emerged during the
COVID-19 pandemic was to boost their limited testing capability and
appropriate medical supplies. In April 2020, President Moon pledged during
the Special ASEAN Plus Three (APT) Summit on COVID-19 that his country
would support ASEAN’s capacity to respond to COVID-19, focusing on
medical and quarantine supplies. Two months after his pledge, Korea initiated
the “Enhancing the Detection Capacity for COVID-19 in ASEAN Countries”
project in June 2020. The US$5-million project aims to boost ASEAN
members’ capacity to sustain efforts against the COVID-19 through testing
and contact tracing measures. The six-month project encompasses the supply
of molecular testing kits and PCR equipment, personal protective equipment,
and in-country training on the use of kit and equipment.
Health cooperation, particularly COVID-19 assistance, is among the key
areas under socio-cultural cooperation identified in the Plan of Action to
Implement the Joint Declaration on ASEAN-ROK Strategic Partnership for
Peace and Prosperity (2021-2025). The Plan of Action states that they must
“[c]ooperate in response to public health emergencies including emerging and
re-emerging infectious and communicable diseases as well as in preparedness
and responses against pandemic influenza including cooperation to strengthen
capacity to address public health emergencies, and support for the COVID-19
ASEAN Response Fund as well as facilitating post-pandemic recovery, with
a view to addressing the adverse impact of the pandemic and enhancing
regional resilience.”28 Through this project that was completed in Nov 2020,
Korea was able to share to ASEAN member states its technical expertise,
28
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experience and resources in advanced testing capacity and contact tracing,
which have been strong elements in Korea’s COVID-19 measures.29
One of the key hallmarks in Korea’s COVID-19 assistance to ASEAN is
the donation of its own locally developed testing kits to each of the Southeast
Asian countries. The Philippines, for instance, received at least US$1 million
worth of testing kits developed by Korean healthcare companies (e.g., SD
Biosensor etc) and other COVID-19 response supplies and equipment in 2020.
Korea also shared its expertise and its model in flattening of its domestic
COVID-19 curve by hosting various training webinars for Philippine officials
and experts, targeting the local governments’ capability enhancement. All of
these were facilitated through support from AKCF, Korea International
Cooperation Agency (KOICA), Korea Trade-Investment Promotion Agency,
and Korean healthcare companies.30 Similarly, boosting its testing capacity in
Indonesia is a key aspect of Korea’s COVID-19 assistance. At least
US$500,000 worth of PCR test kits were given by Seoul to Jakarta in April
2020, while Korean conglomerates provided additional COVID-19 assistance.31
KOICA in Indonesia has maintained an inclusive COVID-19 cooperation
programme with a total budget of US$6 million. This includes activities such
as provision of medical equipment to hospitals, capacity-building of medical
personnel as well as community-based Covid-19 response. 32 Another key
29
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on December 2, 2021).
“South Korea Provides $200,000 to Help Prevent Spread of Covid among Indonesian
Inmates” (2020), Jakarta Globe, (7 October), https://jakartaglobe.id/news/south-koreaprovides-200000-to-help-prevent-spread-of-covid-among-indonesian-inmates/ (accessed on
December 2, 2021).

214

The New Southern Policy Plus: Progress and Way Forward

example is KOICA’s further COVID-19 assistance worth $350,000 to help the
Cambodian Ministry of Health in early 2021, comprising 18,750 test kits of
RNA Extraction Kits; 14,400 kits of SD Biosensor; 42,000 swabs for
specimen collection; and other accessories for PCR testing machine. On top
of what has been given to Cambodia in 2020, such items from Korea are
currently used in the National Laboratory under the National Institute of Public
Health to detect the coronavirus.33
Collectively, these cases demonstrate a new opportunity for Korea to be
a key middle power in lifesaving outreach to millions of people around the
world, including ASEAN members, banking on its technologically oriented
manufacturing capability for diagnostic kits and relevant medical supplies. In
the time of a pandemic, this is a massive opportunity for Seoul to build its
image in the world as a responsible actor and as a middle power.34

4-3. Climate change and environmental protection
Climate change has been framed as a threat multiplier, given the crosscutting and grave impact of a change in the global temperature above 1.5
degrees centigrade. The impacts of climate change such as more frequent and
intense weather events threaten human lives and livelihood which directly
affect millions of people across the world. The multiplicity of risks associated
with climate change like food and water security are also well-established
drivers of conflict that can, in turn, destabilise already vulnerable regions,
including Southeast Asia.
The challenge of improving the adaptive capacity of states and communities
to respond to the different impacts of climate change is being addressed on
several fronts and at different levels in Southeast Asia. At the national level,
various legislations and initiatives are being done. Collectively, ASEAN member
states express their commitments, aspirations, and positions on climate change
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through various declarations and statements. 35 The regional cooperation on
climate change is not only manifested in jointly-agreed actions such as
establishing a legally binding emission reduction target or commitment to set
aside a certain budget for decarbonisation efforts. It also aims at building
national capacity to mitigate and adapt to climate change through sharing of
knowledge and best practices at the regional level, technology transfer, finance
and investment, and collaborative time-bound projects with extra-regional
partners.
For more than a decade, Korea has been advancing policies focused on
green growth, a development framework that generates a growth engine and
job creation based on “green technology and clean energy.” Korea’s Green
New Deal that was announced in 2020, further promotes the promotion of
green transition of infrastructures, low-carbon and decentralised energy, and
innovation in the green industry.36 Meanwhile, ASEAN has launched various
projects and initiatives to promote climate change mitigation measures and
ocean heath through green technology. In this regard, ASEAN-Korea
cooperation in the environment, which has been part of their Joint Plan of
Action, is indeed complementary to what the region needs from external partners.
Southeast Asian countries acknowledge that to meet their sustainable
development and climate change goals, infrastructure must be designed, built,
and used while advancing the principles of sustainability and inclusive green
growth. Therefore, ASEAN countries must invest in “green infrastructure”
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that is environmentally sustainable, low-carbon, climate-resilient, and meets
the needs of local communities. 37 Under its 2021 MOU with the Asian
Development Bank, Korea provides for the next three years US$350 million
to co-finance environmental projects through the ASEAN Catalytic Green
Finance Facility (ACGF), founded in 2019 by Southeast Asian governments
under the ASEAN Infrastructure Fund and managed by ADB. ACGF projects
co-financed by Korea will support governments in Southeast Asia to effectively
implement infrastructure projects that foster environmental sustainability,
including ocean health, and contribute to climate change goals.38
In December 2020, ASEAN and Korea’s Ministry of Foreign Affairs
agreed to establish director-general-level “ASEAN-ROK Dialogue on
Environment and Climate Change” with the goal of broadening cooperation
on environmental issues and climate change. Seoul vowed to use this platform
to explore ways to expand and strengthen policy and technical cooperation in
areas of interest, including air pollution, marine environment (marine pollution
and plastic litter), forests, circular economy, Partnering for Green Growth, and
climate change (ASEAN-Korea Carbon Dialogue, mitigation, adaptation, and
climate science).39
Addressing marine plastic/litter pollution in the Southeast is another
collaborative area between Korea and ASEAN countries. For instance, the
ASEAN Centre for Biodiversity and the Embassy of ROK in the Philippines
are exploring areas for collaboration, including heightening awareness on
marine environmental protection in the country, where marine plastic pollution
is causing environmental damage and posing health risks.40 The Philippines
37
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is the world’s third-largest contributor of mismanaged plastic waste entering
the ocean every year.41 KOICA has recently commenced a multi-year marine
litter management (2021-2025) programme in collaboration with Philippine
government. Korea’s contributions focus on building a marine litter
monitoring system, donating a clean-up vessel to be deployed near Manila Bay,
and strengthening marine litter management capacity in the Philippines. The
clean-up vessel from Korea will be the Philippines’ first vessel that can collect
marine litter.42 Furthermore, the Korea Green Growth Trust Fund also funded
a 2021 World Bank study on plastic circularity in the Philippines.43 Korea
hopes that such an assistance programme can help the Philippines improve its
capacity to manage marine pollution.44
Korea’s Ministry of Oceans and Fisheries and Indonesia’s Ministry of
Maritime Affairs and Fisheries jointly developed the Indonesia Marine Litter
Management Improvement Project in 2019. The Korea Marine Environment
Management Corporation (KOEM) is tasked to transfer Korea’s know-how in
managing marine litter to Indonesia, one of the top global emitters of marine
litter, with the objective of enhancing its national capacity to manage the
marine environment until 2022. KOEM offers a hands-on training programme
for Indonesian officials and local NGOs to share Korea’s marine litter policies
and monitoring methodology and to conduct a pilot marine litter monitoring.
Through the project, Korea helps Indonesia develop customized marine litter
monitoring guidelines.45
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Under the 2018 Vietnam-Korea Memorandum of Understanding on
comprehensive environmental cooperation, their cooperative activities cover
diverse fields, including air quality management, integrated water resources
management, conservation and sustainable use of biodiversity, waste
management, climate change response, implementation of Sustainable
Development Goals, and sustainable management of natural resources. Through
diverse training programmes and technical projects, Korea has effectively
supported the Vietnamese Ministry of Natural Resources and Environment
and the local natural resources and environmental sector in human resources
development, management capacity enhancement, and improving the capacity
in environmental technology research and development.46
As indicated in these examples of regional and bilateral collaborative
projects in Southeast Asia, Korea has comprehensively deepened its engagement
with the region in the areas of climate change and environmental protection,
including marine litter management, through its capacity-building assistance
as well as technology and knowledge transfer.

4-4. Nuclear energy and nuclear security
Another remarkable collaborative area stated in the ASEAN-ROK Plan
of Action is nuclear energy and peaceful use of nuclear technology. Their plan
of action indicates their mutual goal of promoting peaceful use of nuclear
technology “through capacity building, cooperative projects on policy,
technology and regulatory aspect, including of civilian nuclear energy for
ASEAN Member States, through information sharing, best practices and safety
management on nuclear energy to reinforce the regional non-proliferation
regime and enhance the region’s preparedness and response for a nuclear or
radiological emergency.”47 In view of Southeast Asia’s growing energy needs,
some Southeast Asian states are also exploring the option of nuclear energy
for power generation.48 In addition, the peaceful use of nuclear technology is

46

47
48

“Korea and Vietnam sign MoU on comprehensive environmental cooperation” (2018),
Vietnamnet, (19 April), http://english.vietnamnet.vn/fms/environment/199238/korea-andvietnam-sign-mou-on-comprehensive-environmental-cooperation.html (accessed on December
2, 2021).
ASEAN (2020), ASEAN-Republic of Korea Plan of Action, p. 2.
Rika Safrina (2019), “Is ASEAN Moving Forward with Civilian Nuclear Energy? A
Look Back at 2018,” ASEAN Energy Insight, ASEAN Centre for Energy, (16 May),
Advancing ASEAN-Korean Cooperation on Non-Traditional Security Challenges in East Asia

219

widely used in medicine, public health, agriculture, industries, environmental
protection, and scientific research, among others, in most of the Southeast
Asian countries. In this regard, Southeast Asian countries have been enhancing
their capability to uphold nuclear safety and security through bilateral and
regional cooperation.
Korea is among the active external partners of the ASEAN Network of
Regulatory Bodies on Atomic Energy (ASEANTOM), the primary driver of
regional nuclear cooperation in Southeast Asia with the participation of nuclear
regulatory agencies from 10 ASEAN member states. In the Regional Workshop
on Asia’s Considerations of Nuclear Security that Korea hosted in March 2021,
its MFA highlighted the Korean government’s contributions to enhancing the
global nuclear security regime, particularly its initiatives to support ASEAN’s
capability-building in nuclear security since 2018 pursuant to the New
Southern Policy.49 Korean nuclear bodies have supported ASEANTOM in
several of its regional projects aimed at raising the capacity of member states.
Most recently, Korea commenced its regional project with ASEANTOM and
the IAEA in the field of nuclear security and forensics in 2019. Since nuclear
forensics has been identified as one of the key areas of mutual concern under
regional nuclear security, Korea requested the IAEA to co-develop training on
nuclear forensics tailored to ASEAN countries’ needs. In January 2020, the
Korea Institute of Nuclear Non-proliferation and Control (KINAC) organised
a regional workshop for ASEAN members to develop training courses and
training strategies aimed at enhancing their national capability on nuclear
forensics.50 This workshop reflected the growing concern for nuclear forensics
due to the recent increase in international terror threats. It was also the outcome
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of Korea-ASEAN cooperation, together with the IAEA, the US, and the EU,
in nuclear security. KINAC pledged to assist ASEAN countries in developing
relevant nuclear training courses.51
Korea is also involved in ASEANTON’s project on nuclear emergency
preparedness and response capacity building. In cooperation with the
ASEANTOM, relevant regional collaborating institutes such as the Korea
Institute for Nuclear Safety and the Korea Institute for Radiological and
Medical Sciences support the regional project that promotes the harmonized
methodologies and approaches for radiation monitoring and dose assessment,
which are both essential to building adequate nuclear emergency preparedness
and response in ASEAN. Korea provides training materials, expertise, venues,
lecturers, and consultations under the project (2016-2021).52
Bilaterally, Korea has been engaging several Southeast Asian countries
in nuclear energy and its peaceful applications. For instance, the Philippines’
Department of Energy and Korea Hydro and Nuclear Power (KHNP) Co. Ltd
signed in 2018 their MoU for comprehensive cooperation on the establishment
of infrastructure for possible nuclear energy projects in the Philippines. The
Philippines has been exploring the possible use of small modular reactors
(SMR) if it decides to pursue nuclear energy. Meanwhile, Korea has been
developing SMR technology. KHNP assisted the Philippines in conducting a
pre-feasibility study on the deployment of SMR technology in 2019. Apart
from KHNP, the Korea Atomic Energy Research Institute has also advised the
Philippine government on important key points to consider in the development
of a nuclear power programme.53
With Thailand, the Korea Research Institute of Standard and Science and
Korea Nuclear International Cooperation Foundation (KONICOF) have an
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MoU regarding ionizing radiation metrology. The Vietnamese regulatory body
has an MoU with KINAC on the exchange of technical information and
cooperation in nuclear safeguards, export/import control of nuclear-related items,
and physical protection of nuclear materials and facilities. Indonesia’s regulator
has an MoU with KINAC and another one with the Korea Institute of Nuclear
Safety for nuclear safety and security capacity building cooperation.54
This comprehensive list of Korea’s assistance to Southeast Asian
countries in the field of nuclear energy and technology is an excellent indicator
of how deep and broad the Korea-ASEAN partnership is. Such an area of
cooperation in nuclear energy encompasses the policy, technological, safety,
and security aspects. It is an example of how ASEAN agenda, in terms of its
needs and gaps, and Korean capacity, in terms of its decades-long expertise in
using nuclear power, are complementary.
In conclusion, deepening cooperation in addressing non-traditional security
issues presents a promising agenda for enhancing the partnership between
ASEAN and Korea. The NTS agenda allows for a comprehensive and peoplecentred approach to security and development. The foregoing discussions have
shown that the NSP strategy of Seoul is very much aligned with ASEAN’s vision
of a people-centred ASEAN Community anchored on the 3-pillars of the
political-security community, economic community, and socio-cultural
community. Therefore, NSP provides an excellent platform for strengthening
ASEAN and Korean partnership towards a more secure and peaceful region.
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1. Introduction
The Republic of Korea (hereinafter, Korea) New Southern Policy (NSP)
and its renewed version of NSP Plus are often seen as being at the ‘heart’ of
President Moon’s foreign policy (Choe, 2019; Oh, 2019; Panda, 2018). NSP
and NSP Plus aim at building a stronger diplomatic engagement and presence
in Southeast Asia based on previous administrations’ trade-focused policies.
Since 2017, some Korean and Southeast Asian analysts have enthusiastically
commented that NSP and NSP Plus have the potential to bring KOREA’s
relations with Southeast Asia and India on par with the attention accorded to
the United States, China, Japan, and Russia (Majid, 2019; Thuzar, 2021).
However, there have been constant cautions for such premature celebrations.
A few scholars commended that the policy is more idealistic than realistic (Ha
and Ong, 2020), and a lot needs to be done before assessing the policy
outcomes (Lee, 2020).
In the past, Korea’s intention in building ties with the Southeast Asian
countries has been mainly focused on crafting ‘business partnerships’ with
Southeast Asia countries. In this regard, the introduction of NSP’s valuedriven regional cooperation policy with its emphasis on the 3Ps (People,
Peace and Prosperity) is the very first comprehensive cooperation strategy
for Southeast Asia. The message behind the 3P was pertinently clear: the
*
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administration views the strategic essence of the ASEAN and ASEAN member
countries as an integral part of Korea’s emerging international relations’
architecture and echoes both ASEAN and ASEAN member countries’ priorities
to achieve peace and prosperity for the peoples. Recently, the ‘People’ agenda
has received much diplomatic and policy attentions (Chongkittavorn, 2019;
Ha and Ong, 2020). Based on such changes in the regional cooperation agenda,
education and human resource development (HRD) are often mentioned at the
core of the new foreign policy.
Against this policy backdrop, this chapter examines the recent trends,
achievements and challenges of education and HRD agenda under NSP (2017)
and NSP Plus (2020- ). First, the paper examines the trends and characteristics
of human exchanges and flows between the ASEAN member countries and
Korea. Second, the chapter highlights how these trends of human exchanges
are bringing more concrete education and HRD projects and activities between
the Korea and ASEAN member countries and Korea. Last, it argues that there
are upcoming challenges in regards to maintaining strategy and partnership for
the new phase, regardless of the notable increase of volumes of human
exchange since the introduction of NSP.
Building on the examination of basic data and policy papers, the analysis
focused on familiarity, reputation and influences of education and HRD under
the NSP and the NSP Plus. This chapter is broadly divided into six parts,
including the first part as the introduction. The second part of this study
summarizes key policy context with an overall emphasis on education and
HRD-related issues. The third part examines the shades of India’s evolving
strategic partnership with ASEAN and how Korea is emerging as a core partner
to the ASEAN countries as the increase of “human exchanges” and educational
cooperation via ODA. Next, the chapter analyses the evolution of Korea’s
policies and practices in expanding educational development cooperation and
building new reputations, especially in the sub- Mekong regions. In the last two
sections, the article critically evaluates growing but limited influences of NSPs’
people agenda, especially of education and human resources development.
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2. The Policy Context: Education and Human Resource
Development in NSP and NSP Plus
Among three pillars (People, Prosperity, Peace) and sixteen tasks, in the
People section, six main sub-areas are highlighted, and they include; (a)
increasing visitors between Korea and the ASEAN member countries, (b)
expanding two-way cultural exchanges, (c) strengthening human resources
development and capacity, (iv) contributing the improvement of governance
including public administration and capacity, (v) advancing and protecting the
rights of immigrants (workers) of Korea and ASEAN member countries and
(vi) improving the quality of life in the partner countries by health, education
and agriculture and food security (Lee, 2020; Hong, 2020).
Both the New Southern Policy and the Southern Policy Plus have included
the importance of human exchanges, education and human resources
development. However, global education exchanges and HRD have already
been an important part of the globalization of Korea since the 1990s. It is
important to note that Korea’s government-to-government education and
HRD projects and activities in Southeast Asia have been vibrant even before
the introduction of the NSP. Since the late 2000s, the popularity of education
and HRD programs has become even more popular since Korea has steadily
increased the Official Development Assistance (ODA) around the world (Ahn
et al., 2019; Hong, 2020).
This is partly because education and human resources are fundamentals
of all policy, programs, and projects, but more importantly, the ‘human aspects’
of Korea-ASEAN, as well as Korea-ASEAN member countries, have been
remarkably active and diverse. For instance, in 2018, the number of visitors
between KOREA and ASEAN member countries exceeded 100 million visitors.
Tourism and culture-related policy with Southeast Asian countries, which
formerly did not have much connection with the diplomatic directions, have
started regarding the NSP. Lessening the VISA regulations for Indonesia, the
Philippines and Vietnam in 2018 as well as establishing the Visa Applications
Center in Indonesia and Vietnam is one of the few examples of the recent
changes for increasing the human exchanges and connectivity with the
ASEAN member countries.
In the same vein, at least a few dozens of policies and strategies in regards
to the internationalization of education and HRD cooperating with Southeast
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Asian countries have considered its relations to the NSP and NSP Plus. To
define in a narrower definition, the Ministry of Education (MoE), Ministry of
Foreign Affairs (MoFA), Ministry of Economy and Finance (MoEF), and their
implementation institutions and partners are some of the most notable actors
that formulate and implement various education and human resources
development programs, projects and training. In a broader sense, almost all
international programs and projects contain some elements of education,
training, capacity development, and HRD. In this regard, ‘education and
human recourse development’ are integral parts of all international programs
or a sort of cross-cutting element. Since the increasing influences of Official
Development Assistance (ODA) in the relations with developing countries in
the last decade, a lot of short-term exchanges and stand-alone training have
increasingly becoming related to regional policies such as NSP (Sohn and Lee,
2019).
NSP views the Mekong sub-region as one of its cornerstones, and seeks
to engage more with the context of a global pandemic that has yet to recede.
From ASEAN and Southeast Asia’s perspective, there are three major areas
of cooperation that the NSP Plus has outlined and to be pursued: firstly, to
strengthen public health infrastructure capacity building; secondly, to revamp
supply chains to promote connectivity; and thirdly, to jointly strengthen East
Asian regional architecture. This Southern Policy includes priority areas such
as (a) public health infrastructure capacity building, (b) strengthening
infrastructure connectivity, (c) deepening of cooperation on East Asian
regional architecture (See NSP; ASEAN 2017, 2018a, 2018b; NSP Plus,
2021). Also, it is clear that NSP started with the right messages, and many
Southeast Asian countries have been receptive to the initiatives. Despite the
pandemic bringing much more challenges in implementing the policy
initiatives, the NSP Plus has envisioned innovation-oriented cooperation by
transforming the traditional face-to-face operations to electronic and
digitalized management. With patience, dedication, and commitment, the
NSP Plus will be a long-lasting foreign policy legacy that brings benefits to
Korea, ASEAN, and regional cooperation (Thuzar, 2021).
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3. Increased Human Exchanges and Enhancing Familiarity
In the 2010s, ASEAN people and Koreans became economically, culturally
and importantly physically more familiarized with each other due to the
increase in human mobility between the two regions. Since the early 1990s,
the movement of people between ASEAN and Korea has steadily increased.
Indeed, there is little doubt that this change in human mobility is accelerated
by deepening economic and sociocultural relationships between ASEAN and
Korea (Kim, 2017). Not only short-term visitors between ASEAN member
countries and Korea have increased but also long-term migrants including
migrant workers, international students and marriage migrants are increasing
and therefore becoming important constituents of Korean society. In particular,
international students, international trainees-, short- and long-term researchers,
and fellows have become parts of Korea’s new international cooperation and
training programs and projects in Korea-ASEAN education and HRD activities.
Expansions of mid-and long-term human mobility between Korea and
ASEAN are intrinsically related to these trends.
The evidence for the increased human mobility between KOREA and the
ASEAN is shown in Tables 1 and 2. Korean visitors to the ASEAN Member
states have increased double fold between 2015 and 2019. The number of
Korean visitors to Mekong countries has also increased two-fold between 2015
(3,149,000 persons) and 2019 (6,718,000 persons). In the same token, ASEAN
visitors to Korea have doubled between 2015 (1,608,000 persons) and 2019
(2,698,000 persons). Notably, the number of visitors from the Mekong subregion to Korea has increased six-fold between 2015 (254,000 persons) and
2019 (1,255,000 persons).
Overall increased visitors between Korea and ASEAN member countries
has opened up opportunities for both short-term and long-term visitors and
residents. Among ASEAN long-term and short-term visitors, there are several
types of residents, including migrant workers, marriage migrants and their
family members, and international students.
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Table 1. Korean Visitors to ASEAN and Mekong Countries
(unit: person)
Year

2015

2016

2017

2018

2019

Cambodia

395,000

357,000

345,000

302,000

255,000

Laos

165,000

173,000

171,000

174,000

172,000

Myanmar

64,000

64,000

66,000

73,000

112,000

Thailand

1,373,000

1,464,000

1,718,000

1,797,000

1,888,000

Viet Nam

1,152,000

1,544,000

2,415,000

3,435,000

4,291,000

Total (Mekong)

3,149,000

3,602,000

4,715,000

5,781,000

6,718,000

Total (ASEAN)

5,844,000

6,436,000

7,870,000

9,020,000

10,423,000

Source: Baek (2021) (based on data from the Presidential Committee on New Southern Policy,
ASEAN-KOREA center).

Table 2. Mekong Visitors to Korea
(unit: person)
2015

2016

2017

2018

2019

Cambodia

26,000

30,000

31,000

33,000

42,000

Laos

6,000

8,000

9,000

12,000

13,000

Myanmar

59,000

68,000

70,000

71,000

74,000

Thailand

372,000

470,000

499,000

559,000

572,000

Viet Nam

163,000

251,000

325,000

458,000

554,000

Total (Mekong)

254,000

827,000

934,000

1,133,000

1,255,000

Total (ASEAN)

1,608,000

2,216,000

2,140,000

2,462,000

2,698,000

Year

Source: Baek (2021) (based on data from the Presidential Committee on New Southern Policy,
ASEAN-KOREA center).

It is worth noting that are more concrete and formalized education
cooperation and human exchanges have increased since the 2010s, with the
increasing ODA between KOREA and developing countries in the ASEAN
region. To further narrowly define the formalization of education cooperation,
the Ministry of Education (MoE), Ministry of Foreign Affairs (MoFA),
Ministry of Economy and Finance (MoEF), and their implementation
institutions and partners are some of the most notable actors that formulated and
implemented various ‘official’ education and human resources development
programs, projects and training activities. In a broader sense, it is important to
mention that almost all international programs and projects have always
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contained some elements of education, training, capacity development and
HRD, which are not captured very well in national-level data. In this regard,
‘education and human recourse development’ are an integral part of all
international programs or ‘cross-cutting’ element.
Based on the data in Table 3 and 5, the simultaneous increase of Korea’s
ODA as well as the increase in the number of education programs and training
activities are especially more noticeable in the Mekong sub-region. Table 3
shows that almost all developing countries in the ASEAN countries, with the
exception of Vietnam, Korea’s ODA (total commitment) has increased
between 2008 and 2019. The table also shows that total volume has increased
in Cambodia, Laos, Myanmar, and Thailand.1
Table 3. Korea-ASEAN Member Countries ODA Flows
(Total Commitment)2,3,4
Year

2013

2014

2015

2016

2017

2018

2019

Cambodia

86.68

215.51

37.71

183.34

39.63

148.45

102.64

Indonesia

115.88

27.54

23.46

45.9

106.46

21.11

100.89

Laos

24.93

89.2

153.88

150.04

128.93

29.69

126.83

Malaysia

0.14

0.33

0.49

0.38

0.38

0.32

2.59

Philippines

142.9

36.28

143.39

19.42

186.78

76.92

146.27

Thailand

3.39

3.33

5.14

9.02

4.98

3.89

5.92

Viet Nam

268.64

224.32

429.44

192.38

188.8

44.64

52.51

Myanmar

181.92

240.54

101.4

126.04

113.43

196.54

169.43

Source: OECD Stats, http://stats.oecd.org (accessed on June 23, 2021).

1

2

3
4

Cambodia (increased from 79.98 million dollars in 2008 to 148.45 million dollars in
2018), Laos (increased from 12.5 million dollars in 2008 to 126.83 million dollars in
2019) and Myanmar (increased from 10.92 million dollars in 2008) to 196.54 million
dollars in 2018).
Aid type – ODA: Total Net, Amount type – Constant Prices, Unit - US Dollar, Millions
(2019).
ODA data does not include Brunei and Singapore.
Full data from 2008 and 2019 are included in the Annex.
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Among ASEAN member countries, only Vietnam’s ODA has decreased
between 2008 and 2019. Korea’s ODA to Vietnam peaked in 2013 (268.64
million dollars) and since then, volume has dramatically decreased to 52.51
million dollars by 2019. Although several ASEAN academics have cautioned
that ‘Korea’s economic engagement with ASEAN was disproportionately
directed at Vietnam’ (Thuzar, 2021), the reality is that KOREA’s share of
public sector and ODA investments in ASEAN remained modest when
comparing the pre- and post-NSP scenarios and ODA to Vietnam has decreased
since 2013.

4. Expanding Educational Development Cooperation and
Building Reputations
Education and HRD cooperation between Korea and the ASEAN
member countries have always been initiated and developed by both the public
and private sectors. According to Kim’s recent research in 2021 and in 2017,
the number of ASEAN nationals has become increasingly more significant
among international students in Korean universities since the early 2000s
(Kim, 2017). In 2016, ASEAN nationals as a group made up 12.1% of the total
international students in Korea (12,579 students). This is more than ten-fold
from 2003 when there were only 858 students from ASEAN member
countries. Over the past decade, there has been a constant increase of students
from all ASEAN member countries (Kim, 2017).
It is crucial to note that from the early 2000s onwards, there has been a
notable trend in the increase of international students in higher education
through ‘official and formal programs’ between Korea and the ASEAN
member countries. State-sponsored international students as a part of ‘official’
education and HRD programs and projects have become important ‘public
ambassadors’ and ‘linking groups’ with regards to regional diplomacy, public
diplomacy, and development cooperation.
Prior to NSP, there was no clear policy linkage between education policy
and regional policy, such as the ASEAN diplomatic strategy. Indeed, rather
than a specific diplomatic and regional policy, the expansions of higher
education and globalization efforts since the 2000s have started to attract
students from abroad (Hong, Jeon, and Ayhan, 2021). Some of the clear
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examples of internationalization of higher education without clearer regional
priorities have been shown in the programs such as the ‘Study Korea Project’
and ‘Global Korea Scholarship.’ Since the early 2000s, these initiatives have
been formalized, expanded, and diversified by various line ministries and
agencies such as Ministry of Education, Ministry of Finance and Korean
International Cooperation Agency (KOICA) (Hong, Jeon, and Ayhan, 2021).
Therefore, higher education and HRD cooperation between Korea and
ASEAN member countries have increased due to increasing human mobility
before the introduction of the NSP. According to recent statistics, reports, and
studies, many ASEAN member states are now among the top 20 origin
countries of the international student population in Korea.
There a few studies that have focused on the ASEAN nationals who
participated in the higher education and TVET programs in Korea. Kim’s
study in 2017 on the experiences of Southeast Asian students in a university
in Seoul differed from students of non-ASEAN origins. He suggested that
many ASEAN students, particularly those from non-English speaking countries,
were positioned in a doubly marginalized status in their university life. They
were not only part of an ethnic minority as international students in Korean
universities but also a linguistic minority with limited social networks (in
comparison to international students from English-speaking or western countries
and Chinese students).
Table 4. Number of Foreign Students 2015 and 2020 (April)5,6,7
Year

2015

2016

2017

2018

2019

2020(04)

Cambodia

418

415

404

408

429

-

Laos

109

112

113

105

120

-

Myanmar

414

495

614

790

1,020

1,066

Thailand

493

595

571

623

623

-

Viet Nam

7,445

15,193

27,563

45,143

57,539

59,949

Total

8,879

16,810

29,265

47,069

59,731

-

Source: Baek (2021), The Mekong-ROK Cooperation and the Migration and Development Nexus.

5
6

7

Baek (2021), Based on Data from Ministry of Justice, Korea Immigrations Service.
Unit: Person, Note: Student (D-2), Korean-Language Trainee (D-4-1), Foreign-Language
Trainee (D-4-7).
Full data from 2008 and 2019 are included in the Annex.
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Indeed, the precious volume of education and HRD activities between
Korea and ASEAN is hard to quantify. Not only because the definition of the
two sectors can be varied based on the definitions, they are hard to track down.
Another difficulty is partly due to the characteristics of education and human
resources development activities that are often included in other areas and
sectors of cooperation such as public administration, knowledge exchanges,
business, agriculture, to name a few. It is also critical to note that educational
and HRD development cooperation in the private sector is increasingly
growing. In this regard, a relatively reasonable way of investigating the overall
picture of cooperation between Korea – ASEAN member countries could be
the ODA flow from Korea to ASEAN member countries in education.
Table 5. KOREA-ASEAN Member Countries ODA Flows in Education8,9,10
Year

2013

2014

2015

2016

2017

2018

2019

Cambodia

19.27

7.12

6.24

9.85

5.55

5.96

7.48

Indonesia

2.69

3.13

2.45

3.68

3.56

2.56

6.09

Laos

2.26

5.17

3.12

6.57

8.72

3.38

4.75

Malaysia

0.04

0.23

0.30

0.25

0.33

0.15

1.97

Philippines

3.81

7.95

3.53

3.58

7.73

2.94

3.51

Thailand

1.70

1.91

3.24

4.23

3.30

2.84

4.45

Viet Nam

63.87

51.12

9.26

6.54

8.23

6.64

9.22

Myanmar

1.95

23.59

14.72

4.87

4.10

8.15

7.78

Source: OECD Stats. http://stats.oecd.org (accessed on June 23, 2021).

The data from Tables 5 and 6 highlights three trends in the education
sector between 2008 and 2019. First, KOREA’s education cooperation with
Cambodia, Indonesia, Lao PDR, Malaysia, Myanmar, and Thailand had all
steadily increased between 2008 and 2019. The ODA flows in educational
cooperation with Indonesia have shown remarkable increases over the last
decade. It increased from 1.67 million dollars in 2008 and up to 6.09 million

8

Aid type – ODA: Total Net, Amount type – Constant Prices, Unit - US Dollar, Millions
(2019).
9 ODA data does not include Brunei and Singapore.
10 Full data from 2008 and 2019 are included in the Annex.
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dollars in 2019. Second, in the case of Cambodia11and the Philippines,12 the
overall ODA flows in educational cooperation between 2008 and 2013/4 have
increased. Third, Vietnam’s education cooperation with Korea has fluctuated
between 2008 and 2019. Since 2008, the volume has gradually increased from
5.69 million dollars in 2008 to 15.64 million dollars in 2010. The education
cooperation with Vietnam peaked in 2013 and 2014 (63.87 million and 51.12
million dollars, respectively) and then rapidly decreased in 2015 and 2016
(9.26 million and 6.54 million dollars, respectively).
Table 6. OECD DAC-ASEAN Member Countries ODA Flows in Education13,14,15
Year

2013

2014

2015

2016

2017

2018

2019

Cambodia

77.69

55.47

68.61

59.85

64.74

51.44

89.05

Indonesia

212.33

178.87

192.53

109.66

185.81

102.27

107.14

Laos

43.46

55.36

29.64

64.28

68.14

45.64

38.85

Malaysia

21.43

24.87

19.18

17.53

20.72

21.17

24.21

Philippines

59.44

108.32

88.63

60.10

65.85

46.16

56.62

Thailand

44.87

43.31

27.78

29.86

31.85

31.29

37.73

Viet Nam

194.93

160.18

191.39

94.08

134.49

112.49

121.46

Myanmar

55.20

178.19

73.28

86.57

77.80

139.15

139.61

Source: OECD Stats. http://stats.oecd.org (accessed on June 23, 2021).

These trends in Korea’s education ODA are not very different from the
OECD DAC countries’ cooperation with ASEAN member countries in the
education sector. Similar to Korea, OECD DAC member countries’ education
cooperation has steadily increased in Lao PDR, Malaysia, Myanmar, Thailand.
In particular, Myanmar has shown the fastest increase in terms of education
cooperation, and the level remained high in 2019 (22.38 million dollars in
2008, 139.15 million dollars in 2018, and 139.61 million dollars in 2019). In

11

12

13
14
15

Korea-Cambodia’s education cooperation in ODA: 1.35 million dollars in 200, 19.27
million dollars in 2013, 7.48 million dollars in 2019.
Korea - Philippines’ education cooperation in ODA: 1.14 million dollars in 2008, 7.95
million dollars in 2014, 2.94 million dollars in 2018.
Aid type – ODA: Total Net, Amount type – Constant Prices, Unit - US Dollar, (2019).
ODA data does not include Brunei and Singapore.
Full data from 2008 and 2019 are included in the Annex.
Education and Human Resource Development of Korea’s New Southern Policy: Taking a Step Forward

237

the same vein, education cooperation with Vietnam and the Philippines has
shown notable fluctuations. Unlike the upward trends of Korea-Indonesian
education cooperation, OECD DAC member countries’ education has notably
decreased from 2008 to 2019 (from 486.28 million dollars in 2008 to 107.14
million dollars in 2019). It has shown an approximately four-fold decrease.
It is important to pay attention to Korea’s closer ties with the Sub-Mekong
region countries. Kore’s Foreign Direct Investment (FDI) to the Sub-Mekong
Countries have shown significant changes in recent years. The CLMV countries
featured prominently in Korea’s economic and FDI considerations for ASEAN
(the Council for Security Cooperation in the Asia-Pacific, 2019 in Thuzar,
2021). The CSCAP’s Regional Security Outlook for 2020 reported that 70%
of Korea’s FDI to ASEAN is directed at CLMV countries and Korea ranking
among the top investors in CLMV countries (Thuzar, 2021).
Likewise, when examining the Mekong sub-region, Korea’s cooperation in
education with Cambodia, Lao PDR, Myanmar and Thailand was visibly
strengthened in the education sector since 2008.16 These changes have been
more notable since 2016. Based on the recent changes in education ODA and
the growing number of Mekong international students, it is important to
mention that Korea has not only been an important trading partner for the
Mekong sub-region but also becomes a notable partner in more ‘soft’ aspects
of international cooperation, including the social and political arena.
Table 7. Korea-Mekong Subregion Member Countries ODA Flows in
Education17,18
Year

2013

2014

2015

2016

2017

2018

2019

Cambodia

19.27

7.12

6.24

9.85

5.55

5.96

7.48

Laos

2.26

5.17

3.12

6.57

8.72

3.38

4.75

Myanmar

1.95

23.59

14.72

4.87

4.10

8.15

7.78

Thailand

1.70

1.91

3.24

4.23

3.30

2.84

4.45

Viet Nam

63.87

51.12

9.26

6.54

8.23

6.64

9.22

Source: OECD Stats. http://stats.oecd.org (accessed on June 23, 2021).

16
17

18

In regards to Education ODA, Viet Nam’s ODA volume in education has declined gradually.
Aid type – ODA: Total Net, Amount type – Constant Prices, Unit - US Dollar, Millions
(2019).
Full data from 2008 and 2019 are included in the Annex.
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Concerning the human exchanges and influx of international students,
research focusing on international students from ASEAN has been very rare;
most studies on international students in Korea were conducted with a focus
on Chinese students, which have been the largest international student group
in Korea since the late 1990s (Kim, 2017). It is worth noting that since 2015
Vietnam has become the second-largest origin country of incoming students
(7,459 students in 2016 and 8,100 students in 2019, respectively) (Baek, 2021).
The recent increase of Vietnamese students includes a large number of
candidates for both undergraduate, graduate degree programs and language
programs (Kim, 2017). Among ASEAN member countries, Indonesia and
Malaysia also were among the top ten origin countries in the same year (Lee,
2020; Hong, 2020).
NSP views the Mekong sub-region as one of its cornerstones of the policy.
In this context the policy seeks to further engage with the ‘newer’ members of
ASEAN (Cambodia, Myanmar, Laos and Vietnam) intending to boost their
participation and activities in ASEAN-Korea cooperation across the security,
economic and social spheres. Due to increasing ODA and human mobility, the
people-to-people connections between Korea and the Mekong sub-region
member countries are strengthening. In this context, ‘softer cooperation’ such
as education and HRD is expected to have long-term outcomes on KoreaMekong sub-regional relationship. If the ‘People’ agenda could go beyond the
popularity of Hanryu (Korean Waves), the NSP Plus policy added value can
be achieved by utilizing this “softer” cooperation aspect of education and HRD
more comprehensively.

5. Growing, but Limited Influences of NSP’s Education and
Human Resource Development
The Second Agenda of the NSP Plus includes three sub-areas as a priority;
(i) expanding higher education, including digital education; (ii) increasing the
Global Scholarship program; (iii) increasing the Technical Vocational
Training and Education (TVET). The narrowed or more focused NSP Plus’s
second agenda raised several foreseeable concerns and challenges.
The first of these concerns and challenges is regarding the definition of
HRD – the term used in the NSP Plus - is not a comprehensive term that
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includes areas of primary and secondary education, tertiary and higher
education, scholarship programs, international training, and capacity development.
While human resource development is an important aspect or element of
economic development and effective governance, the term education can
include all the related programs, projects, activities that are currently being
implemented between Korea and the ASEAN member countries. In this regard,
it is also important to be aware that the Second Agenda of the NSP Plus should
not be interpreted and narrowed down to only human resource development
and vocational training. Because Korea has at least two decades of cooperation
in many areas of education, including primary and secondary education,
tertiary and higher education, scholarship programs, international training, and
capacity development.
Secondly, as a result, the second agenda’s narrow focus on human
resource development, the policy can potentially omit whole other areas of
education such as basic education, higher education, gender equity in education,
and lifelong learning. Education and HRD do play crucial roles in economic
development and technical vocational training, in particular, can contribute to
fostering core leaders and workforces in the economy and trade. However, one
needs to be aware that fostering human talent or human capital can only be
created based on critical pre-conditions of ensuring inclusive and equitable
quality education and promoting lifelong learning opportunities for all.
In this regard, perceiving education and HRD as a mere tool of economic
interests or as means for a quick return of investment is inappropriate or at
least unachievable. Education and human resources programs and projects can
only achieve the intended results after a relatively long-term investment and
continuous physical support, skills, expertise, as well as social and emotional
assistance. One must remember that education and human resources have
unique characteristics related to human development and capacity. The
importance of continuous and sustained engagement in education cooperation
is particularly important with the developing countries in the Mekong subregion.
Thirdly, the education and HRD agenda should also respect and address
the values and norms that are emphasized in the NSP Plus. Often used
expressions such as ‘promoting the K-Edu’, ‘spreading the K-Edu Model’ and
‘fostering pro-Korea individuals and communities’ counter the overall policy
inclinations of mutual respect and respecting diversity. If Korean education
cooperation can build a good track record regarding its contribution to the
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national, social development, and individuals’ growth in the ASEAN countries
over the next decade, the Korean model will naturally be spread to the other
ASEAN member countries. In the long term, if education and HRD cooperation
between Korea and the ASEAN member countries, institutions, and individuals
are sustained, the ‘K-Edu Model’ will subsequently be considered ‘important’
and ‘effective’ by the partner countries’ experts and citizens.
Fourthly, Korea’s engagement in education and HRD in ASEAN member
countries is undoubtedly increasing, but fostering greater influence is
somewhat limited due to the fragmented nature of related initiatives and key
institutional actors. To enhance the overall outcome and impact of the
education and HRD agenda in NSP, there is a need for better coordinating,
merging, linking mechanisms for various programs and projects. The very least
thing that should be done by the implementation agencies is immediately
introduce the Program-Based Approach (PBA) in education initiatives in the
ASEAN member countries.
Finally, since education and HRD cooperation with the ASEAN member
countries will naturally lead to an increase of human mobility and more
immigration into Korea, there is a need for generating awareness of their poststudy and training needs as well as careful policy preparation for further
immigration. Recent researches have emphasized the importance of improving
the quality of government services and welfare for the migrant population in
Korea. This process should encourage more involvement of ASEAN-related
specialists to address complex legal changes and improve the public
understandings for a more favorable societal environment for the ASEAN
residents in Korea. It is safe to say that the increasing mutual human exchanges
and mobility have not led to sufficient improvement to the lives of ASEAN
residents within Korean society.

6. New Challenges and Prospects of ‘People’ Agenda and
Education: From Quantity to Quality
Korea’s NSP aims at developing cooperative ties with ASEAN to achieve
two objectives: (a) maintain peace and prosperity in Asia; and (b) enhance its
economic contacts within the region. In this regard, it is essential to
acknowledge that objectives for peace, people, and development in such a vast

Education and Human Resource Development of Korea’s New Southern Policy: Taking a Step Forward

241

region are not possible through bilateral efforts. Covered in this chapter, the
NSP Plus policy added the following points; (i) public health infrastructure
and capacity building; (ii) strengthening infrastructure connectivity; (iii)
deepening cooperation on East Asian regional architecture. These additions to
the original policy were largely intended to address the COVID-19 pandemic
and its aftermath.
Korea’s NSP has, indeed, made some initial progress in developing ties
between Korea with ASEAN and ASEAN member countries. However,
concerning education and HRD, it has been criticized by both Korean and
ASEAN scholars that these sectors were often strategically neglected, or taken
for granted as mere diplomacy tools, regardless of the sector’s importance for
the national and human development of the member countries. Based on the
foreseeable continued increase of human mobility and educational development
initiatives between Korea and the ASEAN member countries, a few
considerations are needed to move forward.
First, there should be multi-layered consultation on the needs of ASEAN
as a collective and the individual needs of the member states (Thuzar, 2017)
in order to leverage Korea’s willingness to share and adapt its successful
practices in Education and HRD. Due to the small scale and fragmented nature
of Korea’s program mechanism, Korea is currently unable to gain much
leverage on a regional level. In this regard, the Ministry of Foreign Affairs and
the Ministry of Education should co-develop more overarching regional level
higher education programs and projects. If co-planning and developing such
programs are difficult due to different ministerial systems, the education and
HRD program-level coordination and information sharing should be
strengthened at the Korean embassies in the ASEAN member countries.
Not only the individual ASEAN member states but also international and
regional institutions such as the Southeast Asian Ministers of Education
Organization (SEAMEO), the United Nations Educational, Scientific and
Cultural Organization (UNESCO), and the UNESCO Asia-Pacific Centre of
Education for International Understanding (APCEIU) can play a crucial role
in developing such programs. On the other hand, education and HRD can
contribute strategically and methodologically to the existing TVET, e-learning,
start-up initiatives that are implemented by key Korean institutions such as
the Korea International Cooperation Agency (KOICA) and the Institute of
APEC Collaborative Education (IACE) (Hong and Hwang, 2020). In the long
term, HRD in particular, should collaborate more closely with the other areas
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of NSP such as health, agricultural development, industrial relations, urban
development and environment.
Next, there is a need for aligning the NSP Plus’ regional endeavors with
the Korean bilateral programs in ASEAN countries to ensure the better policy
coherence of matching in-country requirements. Although bilateral cooperation
in the education and HRD programs and projects have increased in number
over the recent decades, there is a lack of clarity in linking with the NSP and
the NSP Plus’s goals and priorities. There is a need for several sets of flagship
programs in education and HRD that are specifically developed for the subregional communities such as the Mekong Sub-regions and Brunei
Darussalam–Indonesia–Malaysia–Philippines East ASEAN Growth Area
(BIMP-EAGA). Without these intentional and focused efforts, the outcomes
and impacts of Korea’s education and HRD programs would remain limited.
In this regard, developing the Mekong sub-region-specific higher education
programs in the Mekong sub-region or BIMP-EYAGA sub-region can be a
strategic step forward. As new areas of cooperation, the higher education
programs and projects can also include the issues of non-traditional security
challenges and development.
Last, there is a need for instituting a periodic review mechanism for the
implementation of the NSP Plus. More specifically, this review mechanism
can establish specialized sub-committees to advise on priority areas and
linkages with various policy layers. These review committees can play critical
roles in the adjustment or revision by taking into account strategic policy
coordination and addressing regional-multilateral-bilateral concerns. By
establishing such a mechanism, Korea’s contribution and engagements with
the ASEAN member countries can take a step forward in improving its quality.
Ultimately, Korea’s NSP outcomes will not be based on quantity but rather on
the quality of the actual implantations and feedback from Korea’s ‘new’
southern neighbor partner countries and peoples.
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99.49

1257.41

814.33

3275.15

196.24

135.42

884.87

739.22

2107.83

432.66

Laos

Malaysia

Philippines

Thailand

Viet Nam

Myanmar

205.68

2049.49

470.01

998.46

74.18

237.88

2434.29

583.73

2010

234.97

3366.93

197.34

1344

124.49

326.38

1379.05

551.38

2011

382.44

2502.94

287.2

1498.95

56.25

274.37

1122.56

498.34

2012

5750.98

3463.68

201.99

1575.61

41.48

308.14

2595.22

665.31

2013

2164.97

2397.45

177.51

1333.23

45.88

484.27

1796.38

794.49

2014

2015

2380.17

2807.17

523.92

3425.98

61.81

355.67

3287.08

760.35

Notes: 1) Aid type – ODA: Total Net, Amount type – Constant Prices, Unit US Dollar, Millions, 2019.
2) Brunei and Singapore are excluded in this OECD DAC ODA States.
Source: OECD Stats. http://stats.oecd.org (accessed on June 23, 2021).

242.97

223.56

2768.08

2940.81

Indonesia

609.83

504.84

2009

Cambodia

2008

960.57

3554.61

1695.52

582.5

50.05

494.33

1527.97

812.93

2016

2111.28

1730.66

156.1

1040.42

55.21

373.84

3765.58

867.62

2017

2481.17

570.32

138.13

2058.16

49.71

299.09

3158.6

825.16

2018

1140.52

617.71

159.29

2752.18

72.58

398.83

1819

705.94

2019

(Unit: USD millions, constant prices)

Annex 1. DAC countries – ASEAN member countries ODA flow, 2008-2019 (Total commitment)
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150.91

96.37

492.72

189.1

826.28

191.7

103.13

585.39

170.79

857.39

432.66

Laos

Malaysia

Philippines

Thailand

Viet Nam

Myanmar

205.68

800.69

204.27

485.9

72.62

237.88

1045.3

507.51

2010

234.97

783.92

195.3

880.84

56.6

291.61

944.71

448.99

2011

382.42

766.26

286.67

520.5

50.41

234.52

1079.24

388.11

2012

Notes: 1) Aid type – ODA: Total Net, Amount type – Constant Prices.
2) Unit US Dollar, Millions, 2019.
3) Brunei and Singapore are excluded in this OECD DAC ODA States.
Source: OECD Stats. http://stats.oecd.org (accessed on June 23, 2021).

242.97

1026.3

1543.68

Indonesia

449.62

373.74

2009

Cambodia

2008

3184.42

710.28

201.99

780.34

39.33

255.01

1611.16

456.37

2013

1122.52

719.38

163.11

725.41

45.86

350.14

928.31

455.72

2014

811.73

653.3

148.62

508.19

61.1

220.79

960.25

380.43

2015

813.21

563

161.41

373.71

50.05

275.62

818.8

465.85

2016

688.81

538.07

156.1

411.94

55.21

268.99

785.17

517.68

2017

1142.64

540.45

138.13

565.14

49.71

294.26

799.2

414.34

2018

981.5

537.5

144.66

543.29

72.58

324.59

834.6

417.32

2019

(Unit: USD millions, constant prices)

Annex 2. DAC countries – ASEAN member countries ODA flow, 2008-2019 (Grant)
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69.36

1.35

257.17

2.92

386.22

12.5

1.38

61.33

2.1

273.89

10.92

Laos

Malaysia

Philippines

Thailand

Viet Nam

Myanmar

7.22

324.82

2.76

72.38

1.92

19.3

175.88

84.44

2010

15.39

216

4.7

50.45

1.94

39.93

24.16

81.87

2011

7.98

288.73

3.05

269.68

0.45

10.81

26.78

72.17

2012

Notes: 1) Aid type – ODA: Total Net, Amount type – Constant Prices.
2) Unit US Dollar, Millions, 2019.
3) Brunei and Singapore are excluded in this OECD DAC ODA States.
Source: OECD Stats. http://stats.oecd.org (accessed on June 23, 2021).

2.02

135.33

90.92

Indonesia

49.69

79.98

2009

Cambodia

2008

181.92

268.64

3.39

142.9

0.14

24.93

115.88

86.68

2013

240.54

224.32

3.33

36.28

0.33

89.2

27.54

215.51

2014

101.4

429.44

5.14

143.39

0.49

153.88

23.46

37.71

2015

126.04

192.38

9.02

19.42

0.38

150.04

45.9

183.34

2016

113.43

188.8

4.98

186.78

0.38

128.93

106.46

39.63

2017

196.54

44.64

3.89

76.92

0.32

29.69

21.11

148.45

2018

169.43

52.51

5.92

146.27

2.59

126.83

100.89

102.64

2019

(Unit: USD millions, constant prices)

Annex 3. Korea – ASEAN member countries ODA flow, 2008-2019 (Total commitment)
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10.42

1.35

27.15

2.92

25.51

12.5

1.38

14.32

2.1

15.48

10.92

Laos

Malaysia

Philippines

Thailand

Viet Nam

Myanmar

7.22

25.11

2.76

57.61

1.92

19.3

20.47

40.37

2010

15.39

25.26

4.7

10.75

1.94

10

24.16

26.68

2011

7.98

21.74

3.05

17.64

0.45

10.81

26.78

33.51

2012

Notes: 1) Aid type – ODA: Total Net, Amount type – Constant Prices.
2) Unit US Dollar, Millions, 2019.
3) Brunei and Singapore are excluded in this OECD DAC ODA States.
Source: OECD Stats. http://stats.oecd.org (accessed on June 23, 2021).

2.02

20.91

24.06

Indonesia

12.05

11.91

2009

Cambodia

2008

23.68

49.36

3.39

45.39

0.14

24.93

29.6

39.28

2013

63.59

104.66

3.33

36.28

0.33

44.68

27.54

43.39

2014

39.63

67.14

5.14

42.49

0.49

19

23.46

37.71

2015

24.68

62.25

9.02

19.42

0.38

25.77

13.76

29.8

2016

22.85

32.33

4.98

20.02

0.38

29.87

11.79

28.43

2017

28.65

44.64

3.89

28.91

0.32

29.69

21.11

26.92

2018

44

52.51

5.92

40.41

2.59

52.59

33.4

45.44

2019

(Unit: USD millions, constant prices)

Annex 4. Korea – ASEAN member countries ODA flow, 2008-2019 (Grant)
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23.80

27.44

45.28

35.70

191.74

31.24

21.43

124.35

35.60

139.65

22.38

Laos

Malaysia

Philippines

Thailand

Viet Nam

Myanmar

23.23

137.44

38.18

72.83

29.72

58.50

278.87

44.89

2010

38.82

186.31

54.74

82.15

121.14

43.74

212.52

53.35

2011

54.12

159.27

45.64

119.15

27.81

46.37

221.63

38.49

2012

Notes: 1) Aid type – ODA: Total Net, Amount type – Constant Prices.
2) Unit US Dollar, Millions, 2019.
3) Brunei and Singapore are excluded in this OECD DAC ODA States.
Source: OECD Stats. http://stats.oecd.org (accessed on June 23, 2021).

18.08

376.82

486.28

Indonesia

32.00

29.49

2009

Cambodia

2008

55.20

194.93

44.87

59.44

21.43

43.46

212.33

77.69

2013

178.19

160.18

43.31

108.32

24.87

55.36

178.87

55.47

2014

73.28

191.39

27.78

88.63

19.18

29.64

192.53

68.61

2015

86.57

94.08

29.86

60.10

17.53

64.28

109.66

59.85

2016

77.80

134.49

31.85

65.85

20.72

68.14

185.81

64.74

2017

139.15

112.49

31.29

46.16

21.17

45.64

102.27

51.44

2018

139.61

121.46

37.73

56.62

24.21

38.85

107.14

89.05

2019

(Unit: USD millions, constant prices)

Annex 5. DAC countries – ASEAN member countries ODA flow in Education Sector, 2008-2019
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1.15

0.90

1.32

1.26

12.46

3.41

0.72

1.14

0.60

5.69

0.58

Laos

Malaysia

Philippines

Thailand

Viet Nam

Myanmar

5.09

15.64

1.43

9.87

1.40

3.03

3.09

11.48

2010

1.86

8.70

1.56

2.28

1.42

2.15

3.75

4.47

2011

1.00

3.67

1.09

5.95

0.23

2.34

3.47

5.03

2012

Notes: 1) Aid type – ODA: Total Net, Amount type – Constant Prices.
2) Unit US Dollar, Millions, 2019.
3) Brunei and Singapore are excluded in this OECD DAC ODA States.
Source: OECD Stats. http://stats.oecd.org (accessed on June 23, 2021).

1.00

2.13

1.67

Indonesia

2.02

1.35

2009

Cambodia

2008

1.95

63.87

1.70

3.81

0.04

2.26

2.69

19.27

2013

23.59

51.12

1.91

7.95

0.23

5.17

3.13

7.12

2014

14.72

9.26

3.24

3.53

0.30

3.12

2.45

6.24

2015

4.87

6.54

4.23

3.58

0.25

6.57

3.68

9.85

2016

4.10

8.23

3.30

7.73

0.33

8.72

3.56

5.55

2017

8.15

6.64

2.84

2.94

0.15

3.38

2.56

5.96

2018

7.78

9.22

4.45

3.51

1.97

4.75

6.09

7.48

2019

(Unit: USD millions, constant prices)

Annex 6. Korea – ASEAN member countries ODA flow in Education Sector, 2008-2019
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2008
29.49
31.24
22.38
35.60
139.65

2009
32.00
23.80
18.08
35.70
191.74

2010
44.89
58.50
23.23
38.18
137.44

2011
53.35
43.74
38.82
54.74
186.31

2012
38.49
46.37
54.12
45.64
159.27

2008
79.98
12.5
10.92
2.1
273.89

2009
49.69
69.36
2.02
2.92
386.22

2010
84.44
19.3
7.22
2.76
324.82

2011
81.87
39.93
15.39
4.7
216

2012
72.17
10.81
7.98
3.05
288.73

Notes: 1) Aid type – ODA: Total Net, Amount type – Constant Prices.
2) Unit US Dollar, Millions, 2019.
Source: OECD Stats. http://stats.oecd.org (accessed on June 23, 2021).

Cambodia
Laos
Myanmar
Thailand
Viet Nam

2013
77.69
43.46
55.20
44.87
194.93

2014
55.47
55.36
178.19
43.31
160.18

2015
68.61
29.64
73.28
27.78
191.39

2016
59.85
64.28
86.57
29.86
94.08

2017
64.74
68.14
77.80
31.85
134.49

2013
86.68
24.93
181.92
3.39
268.64

2014
215.51
89.2
240.54
3.33
224.32

2015
37.71
153.88
101.4
5.14
429.44

2018
51.44
45.64
139.15
31.29
112.49

2019
89.05
38.85
139.61
37.73
121.46

2016
183.34
150.04
126.04
9.02
192.38

2017
39.63
128.93
113.43
4.98
188.8

2018
148.45
29.69
196.54
3.89
44.64

2019
102.64
126.83
169.43
5.92
52.51

(Unit: USD millions, constant prices)

Annex 8. Korea - CLMV member countries ODA flow, 2008-2019 (total commitment)

Notes: 1) Aid type – ODA: Total Net, Amount type – Constant Prices.
2) Unit US Dollar, Millions, 2019.
Source: OECD Stats. http://stats.oecd.org (accessed on June 23, 2021).

Cambodia
Laos
Myanmar
Thailand
Viet Nam

(Unit: USD millions, constant prices)

Annex 7. DAC countries – CLMV member countries ODA flow in Education Sector, 2008-2019
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2008
11.91
12.5
10.92
2.1
15.48

2009
12.05
10.42
2.02
2.92
25.51

2010
40.37
19.3
7.22
2.76
25.11

2011
26.68
10
15.39
4.7
25.26

2012
33.51
10.81
7.98
3.05
21.74

2008
1.35
3.41
0.58
0.60
5.69

2009
2.02
1.15
1.00
1.26
12.46

2010
11.48
3.03
5.09
1.43
15.64

2011
4.47
2.15
1.86
1.56
8.70

2012
5.03
2.34
1.00
1.09
3.67

Notes: 1) Aid type – ODA: Total Net, Amount type – Constant Prices.
2) Unit US Dollar, Millions, 2019.
Source: OECD Stats. http://stats.oecd.org (accessed on June 23, 2021).

Cambodia
Laos
Myanmar
Thailand
Viet Nam

2013
39.28
24.93
23.68
3.39
49.36

2014
43.39
44.68
63.59
3.33
104.66

2015
37.71
19
39.63
5.14
67.14

2016
29.8
25.77
24.68
9.02
62.25

2017
28.43
29.87
22.85
4.98
32.33

2018
26.92
29.69
28.65
3.89
44.64

2019
45.44
52.59
44
5.92
52.51

2013
19.27
2.26
1.95
1.70
63.87

2014
7.12
5.17
23.59
1.91
51.12

2015
6.24
3.12
14.72
3.24
9.26

2016
9.85
6.57
4.87
4.23
6.54

2017
5.55
8.72
4.10
3.30
8.23

2018
5.96
3.38
8.15
2.84
6.64

2019
7.48
4.75
7.78
4.45
9.22

Annex 10. Korea – CLMV member countries ODA flow in Education Sector, 2008-2019
(Unit: USD millions, constant prices)

Notes: 1) Aid type – ODA: Total Net, Amount type – Constant Prices.
2) Unit US Dollar, Millions, 2019.
Source: OECD Stats. http://stats.oecd.org (accessed on June 23, 2021).

Cambodia
Laos
Myanmar
Thailand
Viet Nam

(Unit: USD millions, constant prices)

Annex 9. Korea - CLMV member countries ODA flow, 2008-2019 (grant)
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2016
45,832
1,146
22,455
100,860
149,384
319,677

2017
47,105
1,221
24,902
153,259
169,738
396,255

2018
47,012
1,568
28,074
197,764
196,633
471,051

2016
581
581
363
70,535
8,359
80,692

2017
754
603
650
122,356
14,394
138,757

2018
1,037
762
730
165,437
21,670
189,636

Note: Cho (2019), Ministry of Justice, Korea Immigration Service.
Source: Baek (2021), The Mekong-ROK Cooperation and the Migration and Development Nexus.

Cambodia
Laos
Myanmar
Thailand
Viet Nam
Total

2015
609
501
659
64,836
7,063
73,668

Annex 12. Number of Foreign residents: Short-term, 2015-2021

Note: Cho (2019), Ministry of Justice, Korea Immigration Service.
Source: Baek (2021), The Mekong-ROK Cooperation and the Migration and Development Nexus.

Cambodia
Laos
Myanmar
Thailand
Viet Nam
Total

2015
43,209
1,004
19,209
93,348
136,758
293,528

Annex 11. Number of Foreign residents, 2015-2021

2019
1,308
774
1,179
176,485
33,103
212,849

2019
47,565
1,823
29,294
209,909
224,518
513,109

(Unit: Persons)
2021.04
347
475
848
145,955
25,834
173,459

(Unit: Persons)
2021.03
40,634
1,528
25,154
176,467
209,772
453,555
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2015
42,501
477
18,503
28,358
129,554
219,393

2016
45,157
545
21,771
29,941
140,844
238,258

2017
46,246
594
24,201
30,715
155,145
256,901

2018
45,844
764
27,288
32,121
174,711
280,728

2016
skilled unskilled
40
37,745
15
0
44
20,571
658
24,695
1,535
46,643
2,292
129,654

2017
skilled unskilled
56
38,798
15
0
44
22,827
604
24,838
1,929
45,725
2,648
132,188

2018
skilled unskilled
53
39,197
15
133
46
25,667
567
25,243
2,130
45,659
2,811
135,899

Notes: 1) Cho (2019), Ministry of Justice, Korea Immigration Service.
2) Professional (E-1, E-2, E-3, E-4, E-5, E-6, E-7), Non-Professional (E-9, E-10, H-2).
Source: Baek (2021), The Mekong-ROK Cooperation and the Migration and Development Nexus.

Cambodia
Laos
Myanmar
Thailand
Viet Nam
Total

2015
skilled unskilled
32
35,410
11
0
38
17,475
638
23,732
1,186
49,963
1,905
126,580

Annex 14. Number of Foreign workers, 2015-2021

Note: Cho (2019), Ministry of Justice, Korea Immigration Service.
Source: Baek (2021), The Mekong-ROK Cooperation and the Migration and Development Nexus.

Cambodia
Laos
Myanmar
Thailand
Viet Nam
Total

2019
45,897
1,020
28,036
33,226
191,093
299,275

2019
skilled unskilled
61
37,980
18
288
52
26,080
554
25,402
2,511
44,671
3,196
134,421

Annex 13. Number of Foreign residents: Long-Term, 2015-2021

(Unit: Persons)
2021.03
skilled unskilled
123
32,594
21
261
66
21,654
459
21,272
3,218
37,517
3,887
113,298

(Unit: Persons)
2021.03
39,816
1,020
24,150
30,036
178,640
273,662
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2016
415
112
495
595
15,193
16,810

2017
404
113
614
571
27,563
29,265

2018
408
105
790
623
45,143
47,069

16,926,984
7,447,396
56,590,071
68,977,400
98,721,275

30.18
31.25
25.97
16.45
22.61

0-14 years
17.28
20.60
17.00
13.02
15.22

15-24 years
41.51
38.29
42.76
45.69
45.70

25-54 years
6.44
5.73
8.22
13.01
9.55

55-64 years

Age Structure (%)
65 years and
over
4.59
4.13
6.04
11.82
6.91

Notes: 1) CIA World Fact Book (2021).
2) 2020 estimated figure.
Source: Baek (2021), The Mekong-ROK Cooperation and the Migration and Development Nexus.

Cambodia
Laos
Myanmar
Thailand
Viet Nam

Population
(person)

Annex 16. Age structure, 2020 (estimated)

Notes: 1) Cho (2019), Ministry of Justice, Korea Immigration Service.
2) Student(D-2), Korean-Language Trainee(D-4-1), Foreign-Language Trainee(D-4-7).
Source: Baek (2021), The Mekong-ROK Cooperation and the Migration and Development Nexus.

Cambodia
Laos
Myanmar
Thailand
Viet Nam
Total

2015
418
109
414
493
7,445
8,879

Annex 15. Number of Foreign Students, 2015-2021

26.4
24.0
29.2
39.0
31.9

Median
Age

2019
429
120
1,020
623
57,539
59,731

0.95
0.99
0.97
0.96
1.01

Sex ratio
(Male(s)/female)

(Unit: Persons)
2021.04
1,066
59,949
-

Building a Sustainable Mekong-Korea
Partnership for the People, Prosperity,
and Peace
Taeyoon Kim*

11

1. Introduction
The Mekong is South-East Asia’s longest river, approximately 4,900 km,
from the Tibetan plateau through China, Myanmar, Laos, Thailand, Cambodia,
and Vietnam. It has tremendous economic potential that could only be reached
at a high environmental and human cost. For instance, a dam offers
hydroelectricity potential while it might cause the loss of habitats, more
significant deforestation, and human reallocation.1
In 1957, the UN Economic Commission for Asia and the Far East
(ECAFE, current ESCAP) created the Mekong Committee (the Committee for
the Coordination of Investigations of the Lower Mekong Basin) with
Cambodia, Laos, South Vietnam, and Thailand to study hydrography of the
Mekong region and provide good information on water management.
However, its functions were failed due to the Vietnam war from the early
1960s to 1975. Later in 1995, the Mekong River Commission (MRC, previous
Mekong Committee) was established with Cambodia, Laos, Vietnam, and
Thailand and has kept its mission.2
Focusing on economic cooperation, ADB launched the Greater Mekong
Subregion (GMS) economic cooperation program (GMS program) in 1992 to

*

Associate Professor, International Agricultural Development and Cooperation from Graduate
School of International Agricultural Technology (GSIAT), Seoul National University (SNU).
1 European Parliament online press release (April 2018, accessed on May 5, 2021).
2 Sucharithanarugse (2006), p. 286.
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support sub-regional development with 6 GMS countries such as Cambodia,
the People’s Republic of China (PRC), Lao PDR, Myanmar, Thailand, and
Vietnam.3 It has been the most active economic cooperation program within
GMS countries with assistance from the Asian development bank.
In 1996, the Mekong Institute was established in collaboration with
Thailand and New Zealand through the Khon Kaen University, focusing on
human capacity building for officials, business people, and others in Mekong
countries.4
In 2003, Thailand initiated the Ayeyawady-Cho Phraya-Mekong
Economic Cooperation Strategy (ACMECS) to promote sustainable economic
development by focusing on trade and investment facilitation, agricultural and
industrial cooperation, transport linkages, tourism cooperation, human resource
development, and public health. Since ACMECS would help the Mekong
countries and former prime minister Thaksin’s business expansion in the
region, it is emphasized that ACMECS should be more open and have more
partners in a globalized society.5
The Mekong cooperation has been more influential in the 2000s.
Developed countries such as Japan, the USA, the EU, Australia, and New
Zealand have provided more assistance to the region. Neighboring countries
such as India and China have been closely collaborating with this region,
focusing on trade and investment for economic development.
The Republic of Korea (hereinafter, Korea), one of the newly industrialized
economies and a member of the Development Assistance Committee (OECD
DAC) in 2010, has started to cooperate with Mekong counties since 2011
through the 1st Foreign Minister’s Meeting. Later in 2019, Korea held the 1st
Mekong-ROK summit focusing on people, prosperity, and peace resulting
from the ‘New Southern Policy’ (NSP). NSP is President Moon’s (2018-2022)
foreign policy initiative aimed at growing and prospering together with
ASEAN member states and India, closely related to the Mekong-ROK
cooperation.
The purpose of this research is to look over the current Mekong-Korea
partnership by considering various Mekong sub-regional cooperation and

3
4
5

ADB (2018), p. 1.
Mekong Institute website, “History of MI.” (online material, accessed on June 1, 2021)
Sucharithanarugse (2006), p. 285.
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challenges and opportunities for the Mekong region to find policy implications
by focusing on people, prosperity, and peace resulted from NSP. The study
proceeds as follows. Section 1 provides a brief introduction, including the
purpose statement. Section 2 explains Mekong sub-regional cooperation for the
last 40 years. In section 3, Korea’s Mekong cooperation is examined to
understand the current multilateral framework better. Section 4 considers
challenges and opportunities in the Mekong region, and finally, section 5
concludes the study with policy implications.

2. Mekong Sub Regional Cooperation
Cambodia-Laos-Myanmar-Vietnam (CLMV) countries were among
low-income countries with less than and equal to the $610 of Gross National
Income (GNI) per capita categorized by the World Bank in 1990 (Figure 1)
when CLMV countries were not ASEAN members.
Figure 1. Per Capita GDP of ASEAN6 and CLMV Countries in 1990
(Unit: $US)

Source: IMF World Economic Outlook Database (April 2021) (accessed on May 27, 2021).

As CLMV countries started to open their domestic market to international
societies, their economies grew faster than before, mainly due to trade and
investment. This economic and political demand encouraged Vietnam to join
ASEAN in 1995, Lao PDR and Myanmar in 1997, and Cambodia in 1999,
which makes up the current ASEAN 10 member countries.
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There have been international interests for developing the Mekong region
from many developed countries and international organizations, including the
USA, EU, Australia, New Zealand, Japan, Korea, India, ASEAN, and multinational development banks, including ADB shown in Figure 2.
In 1992, Cambodia, the People’s Republic of China (PRC), Lao PDR,
Myanmar, Thailand, Vietnam established the GMS program in support of
ADB. The GMS program enhances economic relations with nine priorities:
agriculture, energy, environment, human resource development, investment,
telecommunications, tourism, transport infrastructure, and transport and trade
facilitation. It has established ten-year strategic frameworks, from 2002 to
2012 and from 2012 to 2022, with a midterm review period from 2018 to
2022.6
Figure 2. Mekong Cooperation with Average GDP per capita of
Mekong countries
(Unit: $US)

Note: Mekong countries include CLMV countries and Thailand.
Source: Modified based on Kim et al. (2019, p. 40).

MRC was established in 1995 based on the agreement on the cooperation
for the sustainable development of the Mekong river basin (1995 Mekong
Agreement) with the four riparian countries of the lower Mekong basin such as

6

ADB (2018), p. 48.
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Cambodia, Laos, Thailand, and Vietnam.7 It currently has a basin development
strategy (2021-2030), which deals with Mekong water-related issues.8
MI was established in 1996 with a close collaboration with New Zealand
and Thailand in the Khon Kaen University located in the Northeastern part of
Thailand. It is an intergovernmental organization and serves the GMS program
with its current strategic plan of 2021-2025, focusing on regional cooperation
and integration development.9
ASEAN-Mekong Basin Development Cooperation (AMBDC) was
established in 1996, aiming to promote economic integration of non-member
countries into ASEAN, assist the physical linkages among countries, and
promote fairer utilization of resources. Since all Mekong countries joined
ASEAN, its function is linked with ASEAN connectivity and the Initiative for
ASEAN Integration (IAI).
Thailand initiated the ACMECS in 2003 to cooperate with GMS
countries and promote balanced development in the subregion with a focus on
transport, trade, and investment facilitation and its master plan of 2019-2023.
The recent meeting organized by the Ministry of Foreign Affairs to closely
work with the Thai private sector emphasizes Thai’s significant role in crossborder trade and investment “by promoting ecosystems related to the digital
economy, e-payment, migrant workers’ remittances facilitation, harmonization
of rules and regulations, and development of common control area.”10
Japan had the first summit of Tokyo declaration with Mekong countries
in 2009 and announced 63 action plans. Japan committed more engagement
in the development of Mekong countries, in both hard- and soft- infrastructure,
promotion of public-private cooperation, support for the development of
cross-regional economic rules and systems, environment and climate change
under the name of “A Decade toward the Green Mekong” with more than 500
billion JPY of ODA for next three years.11

7

MRC (2017), p. 3.
MRC (2021), p. 2.
9 MI (2021), p. 6.
10 MFA(Thailand) website, “Ministry of Foreign Affairs Organized a Meeting with the
Thai Private Sector to Discuss Ways to Concretise ACMECS Cooperation (online material,
accessed on June 5, 2021).
11 MOFA(Japan) website, “Tokyo Declaration of the First Meeting between the Heads of
the Governments of Japan and the Mekong Region Countries – Establishment of a New
8
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Mekong-US partnership (MUSP) was recently launched in 2020 to
expand cooperation and programming, which evolved from the previous
cooperation framework of the Lower Mekong Initiative (LMI) implemented
from 2009 to 2020.12 The partnership also seeks to promote complementarity
with ACMECS, ASEAN, and other Mekong development partners and
cooperation mechanisms.
Lancang-Mekong Cooperation (LMC) started in 2016 to bolster economic
and social development, enhance the wellbeing of people, narrow the
development gap among member countries, support the ASEAN community,
promote the implementation of the UN 2030 Agenda for Sustainable
Development, and advance South-South cooperation.13
Regarding partner countries’ sector priorities included in the MekongROK framework shown in Table 1, the USA, Australia, and EU seem to have
strong cooperation in human resource development and the environment.
Japan seems to have strong cooperation in agricultural and rural development,
infrastructure, and environment, while China has a strong interest in
infrastructure, agricultural and rural development.
Table 1. The Sector Priorities of Mekong Cooperation by
Major Partner Countries
Sectors

USA

Japan

China

Australia

EU

Culture and Tourism

○

○

◌

○

○

Human Resource Dev.

◎

○

◌

◎

◎

Ag. and Rural Dev.

◌

◎

◎

○

◌

Infrastructure

◌

◎

◎

◌

◌

ICT

◌

○

○

◌

◌

Environment

◎

◎

○

◎

◎

Non-traditional security

○

○

○

○

○

Note: ◎, ○, and ◌ indicates strong, intermediate, and week cooperation, respectively.
Source: Author’s opinion.

12
13

Partership for the Common Flourishing Future” (online material, accessed on May 25,
2021).
Mekong-U.S. Partnership website, “About” (online material, accessed on May 25, 2021).
Lacang-Mekong cooperation website, “A Breif Introduction of Lancang-Mekong
Cooperation” (online material, accessed on May 25, 2021).
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3. Korea’s Partnership with Mekong Countries
3-1. Korea’s relations with ASEAN, including Mekong countries
When Korea became a full dialogue partner with ASEAN in 1991, the
nation was categorized as an upper-middle-income country with a per capita
GDP of approximately $7,600 in Figure 3. In 1996, Korea became a highincome country and joined OECD, which made the country more involved in
ASEAN’s development. However, the 1998 Asian financial crisis had a
substantial negative impact on both parties, which eventually facilitated
financial cooperation. After fully recovering from the crisis, Korea made a
comprehensive cooperation partnership with ASEAN in 2004 to enhance
further its economic relation, followed by the agreement of comprehensive
economic cooperation that triggered the negotiation of the Korea-ASEAN
FTA in 2005 FTA became effective in 2007.
Figure 3. Korea’s Partnership with ASEAN/Mekong with Per Capita GDP
(Unit: $US)

Source: Author.

Furthermore, the 2008 global financial crisis resulting from mainly the
USA’s housing bubble and weak financial system led the region to have a
strategic partnership to “overcome common challenges and promote peace,
stability, and prosperity in ASEAN and the wider East Asia region.”14 It was
closely linked with Korea’s ‘New Asia Initiative’ that focused on mutual

14

ASEAN website, “Joint Declaration on ASEAN-Republic of Korea Strategic Partnership for
Peace and Prosperity” (online material, accessed on May 25, 2021).
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benefits by enhancing economic cooperation. This strategic partnership
consisted of 4 parts: political/security cooperation, economic cooperation,
socio-cultural cooperation, and development cooperation. It intended to
contribute to the ASEAN Community (2009-2015), focusing on reducing
development gaps among member countries by expanding Korea’s ODA,
supporting IAI and other sub-regional cooperation.
As Korea became a member of OECD DAC in 2010, the 1st MekongROK Foreign Minister’s Meeting was held in 2011. The ‘Han-river Declaration’
announced at the meeting streesed i) ASEAN connectivity (infrastructure and
ICT), ii) sustainable development (green growth and water resource
management), and iii) people-oriented development (agricultural and rural
development, and human resource development). The platform has been an
excellent chance for Korea to strengthen its development capacity with
multilateral cooperation.
In 2018, President Moon initiated the new foreign policy, the so-called
NSP with rapidly growing ASEAN nations and India, which is different from
the previous policy such as ‘New Asia Initiative (NAI)’ and ‘Eurasia Initiative
(EI).’ NAI focused mainly on mutual prosperity with Asia countries while EI
put an emphasis onmaking Eurasia a continent of creativity and peace rather
than on Korea’s stronger relationship with ASEAN. Thus, NSP is the first
foreign policy that not only considers mutual prosperity but also the people
and peace in Asia.
NSP focused on people, prosperity, and peace (3Ps). The concepts and
significant tasks for 3Ps from NSP are as follows;15
The people, building a people-centered community that connects people
to people and minds to minds, has six main tasks; i) broadening Korea’s appeal
as a tourist destination among NSP target countries, ii) expanding two-way
cultural exchange with the NSP target counties, iii) strengthening capacity
building for students, teachers, and public officials from the NSP target
countries, iv) providing support to strengthen public administrative capacity
and contributing to enhanced governance within the NSP target countries, v)
advancing the rights of immigrants and migrant workers through enhanced
protection, and vi) improving the quality of life in the NSP target countries.

15

NSP website, “President Committee on New Southern Policy” (online material, accessed
on June 10, 2021).
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The prosperity, pursuing mutually beneficial and future-oriented economic
cooperation, has five tasks; i) enhancing institutional frameworks for
promoting trade and investment, ii) participating in infrastructure development
projects in the NSP target countries to improve the region’s connectivity, iii)
providing support for SMEs to make inroads into overseas markets, iv)
enhancing the capacity for innovative growth through cooperation in science,
technology, and new industries, and v) developing customized cooperative
models that satisfy the needs of each partner country.
The peace, building a community of peace and security, has five tasks; i)
increasing the number of summits and high-level exchange, ii) boosting
cooperation to bring peace and prosperity to the Korean Peninsula, iii)
strengthening cooperation with regard to national defense and the defense
industry, iv) jointly responding to terrorism as well as cyber and maritime
security threats in the region, and v) enhancing emergency response capabilities
of the NSP target countries.
With active NSP, the Mekong-ROK cooperation framework was
enhanced from the Foreign Minister’s Meeting into the summit. In 2019, the
1st Mekong-ROK summit announced the “Mekong-Han River Declaration”.
By considering the NSP with the 3Ps, the cooperation framework is enhanced
with the increased special fund from $1.12 million into $2 million in 2019, $3
million in 2020, and $4 million in 2021. The cooperation areas are expanded
into seven priorities such as i) culture and tourism, ii) human resources
development, iii) agriculture and rural development, iv) infrastructure, v)
information and communication technology, vi) environment, and vii) nontraditional security challenges. It is more related to the people’s activities and
non-traditional security that were not explicitly included in the 1st Foreign
Minister’s meeting. It also emphasizes Korea’s efforts to reduce the
development gap within ASEAN nations and is more aligned to the IAI.

3-2. Korea’s Cooperation with Mekong countries on People,
Prosperity, and Peace
Korea’s participation in Mekong cooperation emphasizes people-topeople exchange, economic prosperity, and enhanced regional peace. As an
indicator for the people-to-people exchange, Korean visitors to Mekong
countries have increased tremendously by almost 13 times from 520,996 in
2000 to 6,748,514 in 2019 (Figure 4).
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Figure 4. Korean Visitors to Overall Mekong Countries (2000-2019)
(Unit: person)

Source: ASEAN Statistics Database (accessed on May 26, 2021).

When it comes to the number of visitors to each country, 86% of Korean
visitors in the region went to Thailand in 2000, followed by 10% to Vietnam,
and a few to Cambodia, Laos, and Myanmar. In 2019, Korean visitors
increased magnificently, and Vietnam became the most popular destination,
followed by Thailand, Cambodia, Laos, and Myanmar in Figure 5.
At the same time, Mekong countries’ visitors to Korea have been
increased by 16.5 times from 81,286 in 2000 to 1,338,165 in 2019. Vietnamese
(624,640) are the most followed by Thai (580,191), Myanmar (74,243),
Cambodian (45,713) and Laotian (13,378) in 2019 (Figure 6).
Figure 5. Korean Visitors to Mekong Countries in 2000 and 2019

Source: ASEAN Statistics Database (accessed on May 26, 2021).
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Figure 6. Annual Visitors from Mekong Countries to Korea in 2000 and 2019
(Unit: person)

Source: Immigration Service Statistics, Korea (accessed on May 28, 2021).

There are also multi-year projects related to Human Resource Development
(HRD) with Mekong countries. MI, one of the leading partners to ROKMekong cooperation, has implemented the HRD project for green freight and
logistics management since 2018. MRC has been working with Korea
Development Institute (KDI) for Knowledge Sharing Program (KSP) since
2017 for various fields of water and water-related resources.16 There are also
HRD projects with each Mekong country such as the Technical and Vocational
Education Training (TVET) program, capacity building in higher education,
improvement of e-learning resources, strengthening healthcare cooperation,
and expanding working permits for low-level laborers from Mekong countries
to work in Korea without any special skills. Also, 2021 will be the MekongROK exchange year for promoting culture and tourism cooperation.
In terms of prosperity, FDI and ODA can be good indicators. Korea’s
outward foreign direct investment (FDI) to Mekong countries started in the
late 1980s with the rapid economic development of Korea. As the relationship
between Korea and Mekong countries is enhanced, overall FDI continues to
be increased so that it reached $5,174 million in 2019 even though it is reduced

16

MRC website, “Knowledge and Development Experiences Exchanged with Korean Officials
and Private Companies for Better Water Resources Management” (online material,
accessed on June 12, 2021).
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to $3,182 million in 2020 due to the recent COVID19 issue (Figure 7). In line
with the enhanced economic activities for both parties and a member of OECD
DAC in 2010, Korea’s ODA to Mekong countries boosted, especially in the
late 2000s and early 2010s.
Figure 7. Korea’s FDI and ODA to Mekong Countries (1990-2020)
(Unit: US Million dollar)

Note: ODA is total net disbursements (DAC2).
Source: OECD DAC Database (accessed on May 30, 2021), Statistics of Foreign Direct Investment
(Korea EximBank) (accessed on May 29, 2021).

Both Korea’s total FDI and total ODA to Mekong countries were very
small such as 2.1% and 2.3%, respectively, in 1990. The recent data shows
that Korea’s FDI to Mekong countries reached $3,781.8 million in 2020, and
Korea’s ODA to Mekong countries estimated $306.6 million in 2019, shown
in Table 2. Overall, Korea’s FDI to Mekong countries became 6.9% in 2020.
The ratio of Korea's ODA to Mekong countries boosted by 16.0% in 2019,
resulting from the enhanced partnership between the two parties.
Regional political stability is the most critical factor to keep fruitful
partnerships for both parties. So far, Mekong countries and Korea have
committed towards the realization of complete denuclearization and lasting
peace on the Korean Peninsula, which has been quite successful. At the same
time, both launched the ‘Korea-Mekong Future Peace Community Program,’
implementing the clearance of explosive remnants of war, support for victims,
rural development, and the protection of the environment.17

17

MOFA (2019), p. 6.
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Table 2. Comparison of Korea’s FDI and ODA to Mekong Countries
(Unit: US Million dollar)
Year

Total FDI

FDI to Mekong
countries (%)

Total ODA

ODA to Mekong
countries (%)

1990

1,147.9

24.3 (2.1)

17.5

0.4 (2.3)

2000

5,411.0

120.7 (2.2)

183.1

26.3 (14.4)

2010

25,633.8

1,302.5 (5.1)

999.7

185.2 (18.5)

2020

54,907.9

3,781.8 (6.9)

1911.0 1)

306.6 (16.0) 1)

Note: 1) ODA data is 2019.
Source: OECD DAC Database (accessed on May 30, 2021), Statistics of Foreign Direct Investment
(Korea EximBank) (accessed on May 29, 2021).

On the other hand, the recent U.S.-Korea leaders continue to support
ASEAN centrality and the ASEAN-led regional cooperation, including the
Mekong sub-region for sustainable development, energy security, and
responsible water management. Both parties make an additional effort to keep
the peaceful regional environment by condemning “violence by the Myanmar
military and police against civilians” and pressing for “the immediate cessation
of violence, the release of those who are detained, and a swift return to
democracy.” 18

4. Challenges and Opportunities for Sustainable Mekong-Korea
Partnership
As of 2020, CLMV countries are categorized as lower-middle-income
countries because the per capita GDP from IMF estimates for Vietnam, Laos,
Cambodia, and Myanmar are $3,499, $2,626, $1,655, and $1,527, respectively,
shown in Figure 8. Thailand, an upper-middle-income country, had a $7,190
per capita GDP estimate in 2020. As the Mekong economy grows, per capita
income is also increased faster than other regions, and everyone can imagine
their dynamic economic activities during the last 40 years.

18

TheWhiteHouse website, “U.S.-ROK Leaders’ Joint Statement” (online material,
accessed on May 25, 2021).
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Figure 8. Per Capita GDP of Mekong Countries in 1990, 2000, 2010, and 20201)
(Unit: $US)

Note: 1) Per capita GDPs in 2020 are estimates from IMF.
Source: IMF World Economic Outlook Database (April 2021) (accessed on May 27, 2021).

However, there are still people who are below the national poverty line in
Mekong countries. The most recent poverty headcount ratio as a percentage of
the population indicates 6.7% for Vietnam (2018), 9.9% for Thailand (2018),
18.3% for Laos (2018), 24.8% for Myanmar (2017), and 17.7% for Cambodia
(2012) shown in Figure 9. Even though there has been a dramatic improvement
in poverty status during the last 20 years, each country should improve this.
Figure 9. Poverty Headcount Ratio at National Poverty Lines for Mekong
countries
(Unit: % of population)

Source: World Development Indicator (accessed on May 23, 2021).
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The Gini index shows that there has been a slow improvement of income
inequality for Mekong countries. The most recent Gini index indicates 34.9
for Thailand (2019), 35.7 for Vietnam (2018), 38.8 for Laos (2018), and 30.7
for Myanmar (2017), shown in Figure 10.
Figure 10. Gini Index for Laos, Myanmar, Thailand, and Vietnam

Source: World Bank (accessed on May 21, 2021).

The population pyramid for CLMV countries shows that Cambodia and
Laos are more expanding than Vietnam and Myanmar, while the population
for Vietnam is the highest, followed by Myanmar, Cambodia, and Laos in
Figure 11.
Overall, there are still development gaps between ASEAN6 and Mekong
countries, although recent economic development has enabled the latter to
become lower-middle-income countries. While the overall population is
expanding, there is still a poverty problem. The current poverty headcount
ratios range from 6.7% for Vietnam and 24.8% for Myanmar, implying that
Korea can cooperate with Mekong countries to improve poverty. Income
inequality may not be a fundamental problem at this moment. However, it
should be improved as countries develop a good policy that can be a great
agenda with Mekong-Korea cooperation in the future.
Nonetheless, there should be a concrete Mekong-ROK cooperation
mechanism for finding the feasible agenda to overcome the challenges of
development gaps, poverty, and income inequality by incorporating sustainable
public-private partnership in line with the current mechanism of the Foreign
Ministers’ Meeting (FMM) and the Senior Official’s Meeting (SOM). Examples
Building a Sustainable Mekong-Korea Partnership for the People, Prosperity, and Peace
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would be Mekong-U.S. Partnership (MUSP), Economic Research Institute for
ASEAN and East Asia (ERIA), and the Global Center for Mekong Studies
(GCMS) from LMC. Furthermore, it is essential to have appropriate
multilateral partners for each project initiated by the Mekong-ROK summit,
such as integrated rural development projects, Saemaul Undong, and Energy
independent energy town projects, construction of roads and bridges, ICTdriven projects including e-government and smart cities, Mekong-ROK
biodiversity center, Mekong-ROK water resources joint research center,
supporting covid19 vaccination and so on. Examples include MI, MRC, GMS
program, and ACMECS.
Figure 11. Population Pyramid for CLMV countries

Source: PopulatoinPyramid.net (accessed on May 19, 2021).

272

The New Southern Policy Plus: Progress and Way Forward

5. Conclusion
Mekong countries have 243.3 million populations with a dominant
younger age group which means they are expanding societies for the time
being. In the early 1990s, when Mekong cooperation such as the GMS
program was initiated, most Mekong countries were low-income countries
except Thailand. They are currently middle-income countries such that CLMV
countries are lower-middle-income countries, and Thailand is an uppermiddle-income country. Since the Mekong region is the most dynamic area in
Southeast Asia, it attracts many investors, development partners, and
international organizations. This region has been a development battlefield for
international cooperation.
As a member of OECD DAC since 2010, Korea has actively engaged in
regional development through bilateral and multilateral cooperation. The
Mekong-Korea partnership would be the most significant multilateral
cooperation. The Korean government or government-related research institutes
have signed to work with ACMECS, MRC, and MI and each Mekong country
focusing on people, prosperity, and peace. Regarding the regional challenges
with the Mekong-ROK summit goals, there should be a firm platform to make
feasible action plans for implementing the seven priorities together with
various private sectors. Examples are MUSP, ERIA, and GCMS.
Meanwhile, US-Korea leaders met on May 21, 2021. Both agreed to the
joint statement that indicates sustainable development, energy security, and
responsible water management in the Mekong region while ‘condemning
violence by the Myanmar military and police’ against civilians. Regional
instability should be resolved through the current regional cooperation
frameworks such as ASEAN and Mekong cooperation since the peace, and
political stability is the most critical factor for guaranteeing mutual prosperity.
This Mekong-ROK cooperation should be a further step in enhancing regional
stability.
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III
I N D I A

Role of Korea–India Bilateral
Economic Ties in India’s Trade and
Investment Strategy
Surendar Singh*

12

1. Introduction
The bilateral relationship between India and the Republic of Korea
(hereinafter, Korea) has witnessed a considerable transformation in recent
years due to increased convergence in economic, security, and strategic
interests. The signing of a “Special Strategic Partnership” (SSP) between
Prime Minister Modi (India) and President Park (Korea) in 2015 heralded a
crucial development of the bilateral relationship.1 With the signing of SSP,
India recognizes Korea as an “indispensable partner” in its Act East Policy.2
Under the SSP framework, both countries agreed to create new avenues to
enrich economic, strategic, and security relations. India and Korea accentuated
the importance of expanding cooperation in key areas, including infrastructure
development, media, start-ups, and combating trans-border and international
crime. Furthermore, both countries have signed memorandums of understanding
to enhance bilateral cooperation in numerous areas, including trade, investment,
defense, and security.3 Several high-level diplomatic visits between the two
sides have resulted in new policy instruments, such as military training
establishment, exchange programs of naval forces, and agreement on sharing
*

Deputy Director, Engineering Export Promotion Council (EEPC India) Sponsored by the
Ministry of Commerce and Industry.
1 India-ROK Joint Statement for Special Strategic Partnership, 18-19 May 2015, Embassy
of India, South Korea.
2 Jojin V. John (2020), p. 2.
3 “India, S Korea sign 7 pacts to step-up cooperation” (Feburary 2019), Online article
(accessed on 20 April, 2021).
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knowledge and best practices on fisheries and aquaculture. These bilateral
cooperation agreements have provided a new dynamism to India–Korea
relations.
In 2017, the Korean Government unveiled a New Southern Policy, which
underlines the importance of fostering strong economic, strategic, and security
ties with India. This has further provided a fresh impetus to the India–Korea
SSP. Korea’s recognition of India as a key partner in New Southern Policy and
India’s consideration of Korea as an indispensable partner in Act East Policy
reflects a clear convergence of economic and strategic interests.4 It is critical
to highlight here that the increased convergence of India and Korea’s
economic and strategic interests under the Act East Policy and New Southern
Policy is deeply influenced by the rapidly evolving Indo–Pacific construct,
particularly in the view of increased frictions between the United States and
China.5 Korea relies on its military alliance with the United States to address
challenges that China’s increasing military footprint poses in East Asia, but
Korea engages in more trade with China than it does with the United States.6
This creates an enviable dilemma for Korea’s leadership to strike a balance
between strategic and economic interests while engaging with the United
States and China. Similarly, India’s Act East Policy focuses on fostering
strong economic and strategic relations with Korea, Japan, Australia, and the
United States to counter China’s growing military assertions at the India–
China border areas as well as reducing its dependence on China to balance the
bilateral trade equilibrium. Given the dynamics associated with the economic
and strategic interests of both countries in the Indo–Pacific region, it is critical
for both countries to emphasize a “future-oriented partnership” that will focus
on people, prosperity, and peace.7

4
5
6

7

Panda. P. Jagannath (2020), pp. 3-4; De (2021), p. 2.
Panda. P. Jagannath (2020), pp. 3-4.
“How to Choose Between the U.S. and China? It’s Not That Easy” (July 2019), Online
article (accessed on 21 April, 2021).
“India and Republic of Korea: A Vision for People, Prosperity, Peace and our Future”
(July 2018), Online press release (accessed on 21 April, 2021).
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Key Pillars of Foreign Policy in India and Korea
Act East Policy
 Commerce
 Culture
 Connectivity

New Southern Policy
 Peace
 Prosperity
 People

Source: Author’s Construction.

The changing economic and strategic priorities of India and Korea further
bolster the need for strengthening bilateral relations under the SSP.8 From a
Korean perspective, India can play a crucial role in its economic and strategic
realignment with traditional partners such as the United States and China.9
Korea considers India to be a potential economic partner to balance its
relations with China. Crucially, India is one of the largest emerging economies
and provides considerable business opportunities for Korean companies.
Expanding trade and investment ties with India has further become
strategically critical given the current tension between Korea and Japan. 10
(Panda, 2018).
Korea’s increased interest in expanding trade and investment ties has
received considerable attention after the outbreak of the deadly coronavirus
pandemic, which led to severe supply-side shocks and exposed excessive
overdependence on China for the supply of critical intermediate inputs. The
Korea Government is offering incentives to firms to shift their production from
China to Korea (Business Korea, 2020). Furthermore, to address challenges
that are emerging from industrial revolution 4.0, Korea is searching for
partners to sustain its trading economy, and as a rising economy, India emerges
as a vital partner. 11 In this context, both countries are upgrading their
Comprehensive Economic Partnership Agreement (CEPA) to adapt to the
evolving needs for bilateral trade and investments. However, India’s efforts to
expand trade and investment ties with Korea aimed to address economic and
security challenges resulting from the emergence of China as an assertive
power in the Asia-Pacific region.12 Bilateral relations between the two countries

8

Ahn (2020), pp. 2-2.
Dhawan (2020), pp. 2-3.
10 Panda (2020), pp. 3-4.
11 Recited Panda (2020), pp. 4-5, as cited in Kwak (2018), pp. 4-5.
12 Nicolas (2021), p. 18.
9
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have been strained over the past few years. This includes border military
standoffs at Doklam and Galwan Valley. India understands that if it has to
respond to China’s growing belligerence at the border, it has to develop its
economic capabilities to invest in improving its military capabilities. However,
the development of its economic capabilities requires a new economic strategy
that recognizes the need for trade dependence on China. India’s import
dependence on China is considerable, and China accounts for 14% of India’s
total imports. India relies heavily on China for the import of critical raw
materials and intermediate inputs of organic chemicals, pharmaceuticals,
electrical machinery and equipment and parts thereof, and vehicles other than
railways or tramway rolling stocks. The excessive dependence on China for
imports of critical inputs renders India’s manufacturing sector vulnerable to
supply-side shocks.
This article is categorized into four parts. Section 1 analyses bilateral trade
and investment relations between India and Korea under the CEPA and
investigates the nature of the bilateral trade relationship. Section 2 discusses
India’s trade and investment strategy under the Self-Reliant India program
with a particular focus on understanding the potential implications of trade
policy, investment policy, and production-linked incentives to bilateral
economic ties of India and Korea. Section 3 summarizes the main findings of
the article.

2. Changing dynamics of bilateral trade and investment flows

between India and Korea
2-1. Merchandise trade flows
Bilateral merchandise trade between India and Korea has been expanding
since the implementation of the CEPA. Figure 1 displays the trend of exports
and imports after signing the CEPA. The increase in the merchandise trade
between the two countries has been attributed to the changing demand structures
and comparative advantages of both economies in various sectors. India’s
exports to Korea were US$3.63 billion in 2010 and increased to US$4.65
billion in 2019, reflecting a Compound Annual Growth Rate (CAGR) of
2.79%. Imports from Korea in the same period have increased from US$9.92
billion to US$16.61 billion, showing a CAGR of 5.54%. The analysis of
282
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bilateral trade flows reveals that the bilateral trade equilibrium is unfavorable
for India, and its trade deficit increased from US$ (6.29) billion in 2010 to
US$ (11.46) billion in 2019. This increase demonstrates that gains from trade
liberalization under the CEPA are in favor of Korea.
Figure 1. Bilateral Trade Flows between India and Korea (US$ billion)

Source: International Trade Centre(2020).

Bilateral trade in merchandise products between the two countries
indicates some critical insights regarding the nature of trade. India’s top 10
exports constitute 55% with a total value of US$ 4.6 billion and include
unwrought aluminum, petroleum oils, ferroalloys, oilcake, and other solid
residues, wrought lead, cotton yarn, synthetic organic coloring matter, parts,
and accessories of tractors. India’s exports are highly concentrated in a few
product items, and most of these are raw material and intermediate products.
In contrast to exports, India’s imports from Korea in the top 10 product items
constitute 38% with a total value of US$16 billion. India’s top 10 imports from
Korea cover electronic integrated circuits, flat-rolled products of iron, parts,
and accessories for tractors, petroleum oils and oils, flat-rolled products of iron,
polycarboxylic acids, flat-rolled products of alloy steel, polymers of vinyl
chloride, and unwrought zinc and molding boxes for metal foundries. The
growth in bilateral trade has been attributed to the changing demand structures
and comparative advantages of both economies in various sectors with the
growing pace of economic development.
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Table 1. India’s Trade-in Top 10 Products with Korea in 2019 (US$ million)
HSN
7601
2710
7202
2306
7801
2601
7901
5205
3204
8708
HSN
8542
7208
8708
2710
7210
2917
7225
3904
7901
8480

Products
Unwrought aluminum
Petroleum oils and oils
Ferroalloys
Oilcake and other solid residues
Unwrought lead:
Iron ores and concentrates
Unwrought zinc:
Cotton yarn other than sewing thread
Synthetic organic coloring matter
Parts and accessories for tractors
India’s Total Exports to Korea
Products
Electronic integrated circuits
Flat-rolled products of iron
Parts and accessories for tractors
Petroleum oils and oils
Flat-rolled products of iron
Polycarboxylic acids
Flat-rolled products of alloy steel
Polymers of vinyl chloride
Unwrought zinc:
Molding boxes for metal foundry
India’s Total Imports from Korea

Exports

Share

820.04
790.65
220.08
122.81
121.71
117.23
114.33
95.44
88.49
88.06
4653.98
Imports
1465.75
938.83
886.12
731.02
438.91
433.50
374.76
332.35
286.39
266.72
16111.284

17.62
16.99
4.73
2.64
2.62
2.52
2.46
2.05
1.90
1.89
100
Share
9.10
5.83
5.50
4.54
2.72
2.69
2.33
2.06
1.78
1.66
100.0

Source: International Trade Centre (2021).

The nature of bilateral trade between the two countries reveals that India’s
exports to Korea are low-value products, such as raw material and
intermediate inputs, whereas its imports from Korea are high-value-added
technology-intensive products. The analysis of bilateral trade flows from a
value-chain perspective reflects that India is an upstream supplier of raw
material and intermediate products. Korea is also an upstream supplier of highvalue sophisticated technology products. The unfavorable trade balance of
India can be largely explained by the dominance of primary products in its
export basket to Korea and imports of high-value products.
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2-2. Investment flows
Bilateral investment between India and Korea is governed by their
respective FDI policies and bilateral investment agreements under the CEPA
and other facilitating agreements such as the Double Taxation Avoidance
Convention.13 Investment relations between India and Korea have improved
considerably post CEPA. Bilateral investment flows have increased as both
the government and private sector are making consistent efforts to mobilize
investments.
The CEPA provides extensive sectoral coverage that goes even beyond
India–Singapore CEPA 2005. Investment provisions under the CEPA adopt a
liberal negative list approach for investment that clearly outlines the specific
sectors where Korean investments are not allowed. This is in contrast to the
positive list approach used in the trade pact with Singapore. However, the
investment chapter contains a few areas where both countries have reservations
or non-conforming measures. 14 Korea ranks 13th in terms of FDI equity
inflows to India with investments of $ 4,478.14 million between April 2000
and April 2020. Figure 2 displays the trends of Korean investment in India
over the past decade. The figure reveals that Korean investment in India is
exhibiting upward trends. The total investment was US$199 million in 2010
and reached US$ 625 million in 2020. The maximum increase in Korean
investment in India was in 2018, when it reached US$ 1072 million. The
distribution of investment across sectors reflects that Korean investment in
India is highly concentrated in the manufacturing sector (Table 2). The Korean
investment in the manufacturing sector of India was US$ 380 million in 2020,
which constitutes 61% of the total investment. This was followed by
investment in the real estate sector, in which Korea’s investment of US$ 165
million was mobilized in 2020. This investment constituted 26.5% of the total
investment.
Korean investment in the manufacturing sector of India is primarily
driven by leading automobile, electronics, and steel companies, which include
Hyundai Motor Group, KIA Motors, Myoung Shin Automotive, Myunghwa
Automotive, Samsung Electronics, LG Group, Lotte India, Mando Automotive,

13
14

FICCI (2018), p. 56.
Seshadri. V.S. (2015), p. 21, p. 22.
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and POSCO.15 Investments made by Korean companies in India are mainly
through wholly-owned subsidiaries, followed by joint ventures. The whollyowned subsidiaries with large-scale investments allow companies to operate
on economies of scale, establish their brand image, and gain superior
negotiating power with state governments. One of the main advantages of
Korea’s strategy of wholly-owned investment is that it provides a considerable
hold on investments as opposed to other strategies adopted by Japanese
companies, which adopt strategies such as technical ties-ups and participation
as minority stakeholders to increase stakes.
Figure 2. Korean Investment in India (US$ million)

Source: Korea’s Exim Bank(2021), (accessed on 3 December, 2021).

Table 2. Korean Investment in Different Sectors of India (2020)
Sectors

US$ million

Share

Manufacturing
Electricity, gas, steam, and air conditioning supply
Water supply; sewage, waste management, materials recovery
Construction
Wholesale and retail trade
Transportation and storage
Information and communications
Financial and insurance activities
Real estate activities
Professional, scientific, and technical activities
Total

380
11
1
16
7
1
27.5
12.3
165.4
1.6
623.0

61.0
1.8
0.2
2.6
1.1
0.2
4.4
2.0
26.5
0.3
100.0

Source: Korea’s Exim Bank(2021), (accessed on 3 December, 2021).

15

“Korea India Relation” (April 2021), Online article (accessed on 21 April, 2021).
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India’s investment in Korea reveals both upward and downward trends,
as evident from Table 3. India’s total investment in Korea was US$ 98.7
million in 2013, but it declined drastically between 2014 and 2018. In 2019,
India’s investment rebounded in Korea and reached US$ 96.6 million but
again dipped in 2020. A sharp increase in India’s investment in Korea in 2019
is driven by the Mahindra and Mahindra (M&M) investment into SsangYong.
India’s investment in Korea is focused mainly on three sectors. These include
automobiles, information technology, and banking. Key investing companies
of India in Korea are Mahindra & Mahindra, Tata Motors, Tata Consultancy
Services, WIPRO, L&T Infotech, Mahindra Satyam, Nucleus Software,
Indian Overseas Bank, and State Bank of India.
Table 3. India’s Investment in Korea (US$ million)
2013

2014

2015

2016

2017

2018

2019

2020

98.7

1.6

2.5

1.4

1.7

2

96.6

1.43

Source: Ministry of Trade, Industry and Energy, Korea via Embassy of the Republic of Korea to
India.

3. India’s trade and investment strategy under Atmanirbhar
Bharat: implications to Korea
To mitigate the devastating impact of the global pandemic and the
nationwide lockdown, the Government of India has made a call for SelfReliant India mission to instill confidence in the economy and to unleash the
path of sustainable economic development. The overarching goal of SelfReliant India is to augment the capacity of the domestic manufacturing sector
to make India a competitive economy. Under the Self-Reliant India mission,
the Government of India announced a comprehensive stimulus package of
US$ 265 billion (INR 20 lakh crore) that highlights the critical areas of reforms
to eliminate the inefficiencies in the economic system (land, labor, and
liquidity) and abandon legal, regulatory, and operational hurdles. The SelfReliant India program focuses on five factors: a) economy, b) infrastructure,
c) system, d) vibrant demography, and e) demand. Each factor is interconnected
and complements each other to make the overall economy more dynamic and
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vibrant. The government has emphasized ushering a transformational change
in the economy by strengthening soft and hard infrastructure, fostering a
system driven by advanced technological developments, creating adequate
employment opportunities to leverage vast demographic dividends, and a
stable demand–supply cycle to ensure sustained economic growth.16
The Self-Reliant India mission highlights the importance of developing
domestic manufacturing capabilities for the growth and expansion of the
economy. The growth and development of the manufacturing sector are
critical to generate employment and reduce poverty and regional inequalities.
The Government of India has introduced substantial changes in its trade and
investment policy and production strategies to augment the domestic
manufacturing sector. Therefore, it is critical to understand the potential
implications of India’s trade and investment strategy on Korea.

3-1. Trade policy
Trade policy reforms in India were an integral part of the broad economic
and trade reforms agenda and have played a vital role in the growth and
expansion of India’s foreign trade. Trade policy reforms have been progressively
liberalized, and the tariff regime has been considerably rationalized to make
India’s trading environment competitive. 17 The average import tariff was
brought down considerably from 100% to 13.5% from 1991 to 2014. This
measure was further supported by a gradual elimination of nontariff barriers
such as quantitative restrictions and the tariff quota regime. India’s efforts to
liberalize its trade policy regime are well documented in its increased
proclivity to sign regional and bilateral trade agreements from 2000 onward,
especially due to the lackluster progress of multilateral-led trade liberalization.
However, the persistent efforts of India’s trade liberalization over the last
three decades have experienced a major setback in the past few years. Recent
changes in India’s import trade policy regime suggest a protectionist trade
policy. One of the most critical changes in India’s trade policy is that it has
placed import license requirements on several product items and prohibited
imports of certain products. For example, it has imposed restrictions on the
import of LEDs/TVs. Similarly, it has also introduced a Steel Import

16
17

Singh (2019), pp. 2-3.
Sahoo et al. (2009), p. 6, p. 7.
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Monitoring System to monitor the import of steel products.18 India has placed
a complete ban on the import of air conditioners with refrigerators.
Furthermore, India has introduced mandatory quality and technical standards
to curb imports from international markets. The increased importance of
inward-oriented trade policy reflects the overall changes in the import tariff
structure. Average import tariffs increased from 13.3% in 2014 to 17.6% in
2019. An increase in import tariffs is being recognized both in industrial
products and agricultural products. Average import tariffs on industrial
products increased from 9.7% in 2014 to 13.6% in 2019, whereas in
agriculture, they increased from 36.3% to 43.02% in the same period (Figure
3). This clearly reveals that India has turned inward in recent years after
following a relatively liberal trade policy over the last three decades. Findings
of the recent report of the WTO’s trade policy review mechanism state that
India’s frequent changes in trade rates and use of traditional trade policy
instruments, such as anti-dumping duties, import restrictions, export tariffs,
and minimum export prices, contribute to considerable uncertainty for traders.19
Figure 3. Average import tariffs on industrial and agricultural products in India

Source: WITS Database (accessed on 1 December, 2021).

18
19

Recited in Singh (2019), pp. 2-3.
“WTO raises concerns over implications of govt’s programmes” (January, 2021), Online
article (accessed on 25 April, 2021).
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Table 4. India’s Average Tariff Rate of Different Product Categories 2014-2018
Products
Agriculture and Processed Foods
Mineral and Chemicals
Allied Chemicals
Plastics and Rubbers
Leather products
Forest and Associated products
Textile and Clothing
Leather and Protective Products
Ceramic and Glassware Products
Gem and Jewellery
Base Metal
Metals and Associated products
Auto and Automotive Components
Electrical and Machinery Equipment
Other Engineering Items
Miscellaneous Manufactured Items

2014

2015

2016

2017

2018

35.5
6.6
10.8
9.7
6.5
8.2
10.1
10.0
9.5
10.3
6.1
9.0
28.9
8.6
9.4
9.3

35.2
6.6
10.8
9.7
6.5
8.2
10.0
10.0
9.5
10.3
6.3
9.0
25.4
8.6
9.4
9.3

35.2
6.3
10.8
9.7
6.5
8.2
10.0
10.0
9.5
10.3
6.6
9.0
25.0
8.7
9.4
9.3

35.0
6.6
10.8
9.8
6.5
8.2
10.0
10.9
9.5
10.3
6.3
9.0
32.7
8.7
9.4
9.3

39.4
9.0
14.5
10.7
9.5
8.6
24.1
12.7
10.0
10.7
8.2
9.2
41.5
9.4
10.5
13.9

Source: Author’s construction based on the WITS Database.

A close analysis of sectoral changes in the trade policy regime at the
aggregate level reveals that import tariffs have increased across product groups.
The highest increase in import tariffs is in textile, auto, and automotive
components, in which import tariffs were 10.1% and 28.9% in 2014 and
reached 24.1% and 41.5% in 2018 (Table 4). This is followed by other product
categories, such as miscellaneous manufactured products and agriculture
products, in which import tariffs have increased considerably. A seminal study
reveals that the increase in import tariffs in the past six years has impacted
trade worth US$300 billion, which is approximately 70% of the total imports
of the country.20 The extensive use of trade and regulatory policies coupled
with an increase in import tariffs clearly indicates that India’s trade policy is
becoming protectionist, which will have far-reaching implications for India’s
trade developments.
The shift in India’s trade policy can also be understood from its losing
interest in the pursuance of free trade agreements (FTAs). Between 2004 and
2011, India signed 11 FTAs, combining developed and developing countries.
20

Chatterjee and Subramanian (2020), p. 5.
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However, India has not entered into any trade agreement thereafter. India has
pulled out of a mega trade deal, namely the Regional Comprehensive
Economic Partnership (RCEP), by stating that its outstanding issues are not
properly addressed.21 The key factors behind India’s decision to move out of
the RCEP at the last stage were related to limited gains from existing trade
agreements, degree of trade liberalization in goods, especially for China,
Australia, and New Zealand, provisions relating to Rules of Origin (RoO), and
resistance from the domestic industry. India’s shift toward import protectionism
goes beyond increasing import tariffs, anti-dumping measures, and import
licensing requirements. Furthermore, India is also implementing measures to
restrict imports from its FTA partners. India has introduced the Customs
(Administration of Rules of Origin under Trade Agreements) Rules, 2020, to
regulate frivolous imports of third-country imports that are routed to the Indian
market through its FTA partners. These rules have ushered considerable
changes to the preferential treatment of imported goods from FTA partners.
The strict provisions related to providing “origin-related information,” a shift
of onus from government to importers to prove the authenticity of the
information in Certificate of Origin (CoO), excessive documentary compliance,
retrospective provisions for recovering of duties, and imposition of penalties
are highly protective and regressive in nature.22 (Singh and Singh, 2021). The
intent and content of these rules place high documentary and regulatory
compliance on importers, which in turn, deprive them to take the benefits of
preferential access (Smitha, 2020). The implication of CAROTAR rules for
Korea is significant. The broad contour of these rules provides a reflection of
the non-tariff barrier, particularly in the form of administrative and regulatory
hurdles, which would impact Korea’s exports to India. However, the exact
impact of such rules is difficult to understand, given the significant subjectivity.
The introduction of CAROTAR rules will affect Korea’s exports to India due
to complex procedural, documentary, and regulatory compliance issues. These
rules create strict regulatory disciplines for extending benefits of preferential
market access and shift the entire responsibility and obligations on importers
to ensure the authenticity of CoO and other parameters. Such provisions will
discourage Indian importers from importing products from Korea under the
CEPA, thereby causing erosion of preferential market access. Thus, exports of
21
22

Singh & Singh (2020), p. 9, p. 10.
Ibid., pp. 8-9.
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Korea will be subject to the most favored nation (MFN) applied tariff rate if
they fail to comply with new stipulated norms of CAROTAR rules for availing
preferential benefits. Furthermore, these rules also undermine the fundamental
principles of FTAs as these are opposed to the negotiated RoO provisions of
FTAs. Several FTA partners of India have raised concerns at the World Trade
Organisation on the CAROTAR rules and sought clarifications in the India’s
quadrennial trade policy review at WTO.23

3-2. Investment policy
A major change in India’s foreign investment policy was the 1991
economic liberalization and reforms program to promote growth and
integration with the global economic system. As a part of broader industrial
reforms, restrictions on investment projects and business expansion were
eliminated, and foreign technology transfers received greater attention. 24
Several policy measures were introduced to mobilize international investment
in the economy. These include the removal of FDI restrictions in high-priority
industries and low technology areas, deregulation of financial markets, and
greater participation of foreign equity players, signing multilateral investment
guarantee agency among others. Significant liberalization in FDI policy over
the last three decades has played a critical role in making India the most
promising destination for investment.
FDI in India can be performed through two routes, namely the automatic
route and the approval from Cabinet. Under the automatic route, FDI is
allowed without any Government approval, whereas under the approval route,
FDI is only allowed with the prior approval of the government. The FDI policy
was considerably liberalized in 32 sectors.25 In these sectors, investment is
allowed under the automatic route. However, in 18 critical sectors, investment
restrictions are placed, and government approval is required.26 Under SelfReliant India, the Government of India has further liberalized its investment
policy to promote foreign investment in the country. Numerous sectors, such
23

24
25
26

“FTA partners upset over India’s new rules to trace goods” (March 2021), Online article
(accessed on 29 April 2021).
Vyas (2015), pp. 10-11.
“FDI Policy: Sectors under Automatic Route” (2021), (Online access on 29 April 2021).
Recited in FDI Policy: Sectors under Automatic Route (2021), (Online access on 29
April 2021).
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as defense, pharmaceuticals, civil aviation, coal, and mining, were liberalized
by allowing 100% investment under the automatic route and eliminating the
existing sectoral cap. The government has announced a new public sector
enterprise policy in which public sectors were opened for private investment.
Furthermore, reforms were introduced in the power distribution sector, atomic
energy, and insurance to enhance the participation of the private sector.
However, despite significant relaxation in India’s FDI policy over the past
few years, India still imposes several restrictions on FDI. India has recently
amended its FDI policy and imposed strict conditions to its extant FDI policy
to curb the restrict the opportunistic takeovers/acquisitions of Indian companies.
It is largely to avoid China’s predatory purchasing of low valuation assets
amidst COVID-19. 27 The revised FDI policy states that the entities of
neighboring countries such as China, Nepal, Myanmar, Bhutan, Afghanistan,
Bangladesh, and Pakistan can invest only through the approval route. Moreover,
rules were also introduced regarding the transfer of ownership of any existing
or future foreign investment by any entity of these countries in India, directly
or indirectly, and entities require prior approval from the government.
A careful analysis of some of the key elements of the new FDI policy
2020 reveals that several sectoral restrictions and conditions exist for foreign
investment.28 The ceiling for foreign investment in the insurance sector has
been increased from 25% to 49%, but it comes with a new set of restrictions
that makes it mandatory for companies to retain “Indian management and
control.” This implies that foreign investors can invest up to the permissible
limit, but investors cannot influence “management and control.” This dampens
the interest of foreign investors and forces them to initiate institutional changes
that are required to protect their interests and make their institutions more
vibrant. This significantly impacts the sentiments of international investors to
invest in India. Similarly, India permitted 100% FDI in domestic airlines, but
it has not made changes in the rules related to “substantial ownership and
effective control” (SOEC), which lays conditions for a majority control by
Indian nationals. This issue requires clarification as it creates ambiguities in

27

28

“The Logic Behind India’s New Investment Policy” (April 2020), Online article (accessed 30
April, 2021).
“Investment Climate Statements: India” (2020), Online article (accessed 30 April, 2021).
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the mind of international investors.29
A highly criticized decision of the Indian government is the changes it
made to the investment norms in the e-commerce sector. The new FDI policy
unveiled a new set of norms for foreign-owned e-commerce digital platforms
giants, which impose restrictions on these platforms not to offer exclusive
discounts and sell products from companies in which they either have a stake
or have any supplier who sources more than 25% of their single stock from a
single source. These rules directly impact the business operations of foreign
digital platforms operating in India.
India has unilaterally terminated its all-bilateral investment treaties (BITs)
in 2015 after losing a case against White Industries in an international
arbitration case under the 1999 India–Australia accord.30 This development
forced the Indian government to draft a new model BIT to replace its existing
model Bilateral Investment Promotion Agreement.31 The introduction of the
new model BIT has received sharp criticism from both within the country and
from international investors because of the many inherent flaws in the new
BITs, which significantly limits the liability for the host state and raises the bar
required to bring a claim under the BIT. Critically, it condenses the definition
of “investment” and creates high parameters for breaches, and eliminates
much of the protection that investors seek in the host country. One of the main
problems with the definition of the investment itself is that it propagates an
enterprise-based definition coupled with unambiguous provisions for
qualifications such as “certain duration” and “significance of development” of
the host country. However, no clarity has been issued on these terminologies
regarding investment. Furthermore, the model BIT completely omits the “fair
and equitable treatment” standard. This provision has been removed with
protections that require steep thresholds to be used/invoked. The wellestablished multilateral principle of MFN has been completely undermined.
Furthermore, the new model BIT states that any dispute between the host
government and a foreign entity should exhaust all local remedies before
pursuing it in an international tribunal. Given the endemic delays, complexities
involved in the Indian judicial system, and heavy backlog faced by the courts,

29

30
31

Recited in “Investment Climate Statements: India” (2020), Online article (accessed 30
April, 2021).
Ranjan and Anand (2017), p. 14, p. 15.
Söderman (2019), p. 16, p. 19.
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it is possible that an aggrieved investors’ claim may take years to be sorted out
locally, even before any BIT claim can commence. The new BIT appears to
be merely a manifestation of international law on sovereignty rather than a
treaty that ensures greater protection to foreign investors for their cross-border
transactions.

3-3. Production-linked incentives
The Government of India has introduced PLI in 10 sectors with a total
budget outlay of INR 1972.91 billion to expand the capacity of the domestic
manufacturing sector, thereby making India an integral part of the global
supply chain (Figure. 5).32 The objective of the PLI scheme is to provide
financial incentives to 1) augment domestic manufacturing capabilities, and
mobilize large-scale international investments in the areas of core competency
and cutting technology; 2) ensure efficiency; 3) create economies of scale; and
4) boost exports so that India can become a part of global supply chains
(Government of India 2020). The distribution of the budget outlay reveals that
the maximum allocation is for automobile and auto components followed by
electronics, pharmaceuticals, and advanced chemistry cells, among others.
Figure 4. Production Linked Incentives in 10 sectors with Approved Financial
Outlay (INR billion)

Source: Ministry of Finance, Government of India (2020).

32

“Cabinet approves PLI Scheme to 10 key Sectors for Enhancing India’s Manufacturing
Capabilities and Enhancing Exports – Atmanirbhar Bharat,” Online press release (November,
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With the exception of electronics and pharmaceuticals, in which some
allocations were made, a detailed guideline regarding the implementation of
the PLI in various sectors is yet to be notified. However, the broader contour
of Self-Reliant India offers sufficient insights regarding the direction that the
government wishes to take for boosting domestic manufacturing after lessthan-optimal results of ‘Make in India.’ A careful analysis of the sectoral
coverage of the PLI scheme with recent trade and investment policy
interventions reveals significant interlinkages. The Government of India has
taken several trade policy measures such as extending the protection of
specific tariff lines, introducing mandatory standards to restrict imports, and
regulatory compliance for imports. These measures are concentred on sectors
that are being covered under the PLI, which reflects that India adopted a
strategy in which the PLI scheme is fine-tuned with the trade policy in a
manner that the domestic manufacturing sector receives a certain degree of
protection from international competition. This strategy is somewhat close to
the “infant industry argument” in which the government provides protection
to the domestic industry from the global competition so that domestic
manufacturers can become competitive to face international competition. It is
critical to mention here that India adopted a somewhat similar strategy in the
automobile sector post economic and trade reforms and extended high-level
protection to the domestic automobile industry through high tariff barriers and
non-tariff barriers. This undoubtedly helped India to expand the manufacturing
capabilities of the automobile sector, thereby helping it capture space in global
value chains. However, import protection in the absence of enabling
conditions for foreign technology transfer is not an effective strategy to
develop a globally competitive automobile industry.33 Furthermore, India’s
strategy to incentivize specific sectors under PLI to develop domestic
manufacturing capabilities may not produce expected results given the
changing nature of global trade, in which global value chains function as key
drivers. A strategy to boost domestic production through production subsidies
and restrict imports, is not compatible with the nature of global trade. The
world of value chains demands a liberal trading regime as it provides a
guarantee to firms’ source raw material and intermediate inputs at highly
competitive rates from the world market.34
33
34
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Given the fact that the PLI scheme is designed to boost domestic
manufacturing capacity and attract large-scale investment in specified
sectors, the PLI scheme may potentially impact the bilateral trade and
investment relationship of India and Korea. In this context, it is critical to
note that few sectors, such as automobile and auto components, electronics,
and steel, under the PLI scheme, are those sectors in which Korea has already
made significant large-scale investments. This is evident from its investment
in the manufacturing sector, as presented in Table 2. Korean giants such as
Samsung, LG, Hyundai, KIA Motors, and POSCO are playing a critical role
in fostering the growth of the manufacturing sector. The PLI scheme for
automobile and auto components, electronics, and steel sectors will benefit
Korean companies given their dominance in the manufacturing of these
specific sectors. The PLI scheme will also act as an incentive for companies
to expand their production capabilities to leverage the benefits. Furthermore,
the scope for investment in identified sectors under PLI is significant for
Korea as it has advanced manufacturing capabilities and can play a crucial
role in the transformation of the manufacturing sector of India. The PLI
scheme highlights the importance of augmenting the capacity of the
advanced battery manufacturing ecosystem in the country. The total budget
under the PLI is INR 181 billion for the next five years, given the rapid
expansion of the electric vehicle industry in the country. This provides
opportunities for Korea’s leading firms of advanced batteries, such as LG
Chemical, SK Innovation, and Samsung SDI, for investment in this sector.
Korean companies are expanding their footprints in India through various
collaborations. A leading automaker, Mahindra and Mahindra, has tied with
Korea-based manufacturers, LG Chemical, for the development of a unique
cell, exclusively for India35 (Economic Times).

4. Implications to Korea
Given the fact that India’s industrial strategy under Self-Reliant India
relies on the extensive use of trade policy instruments, investment policy, and

35
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PLI scheme to augment the domestic manufacturing capabilities to make the
Indian economy competitive, these policy measures will have far-reaching
implications on the bilateral economic and trade ties of India and Korea. Some
of the key implications are summarized as follows:
 India’s increase in MFN applied import tariffs both for industrial and
agricultural products will undermine effective market access of its
trading partners. This increase will have potential implications for
Korea’s exports to India because of the rise in import tariffs and the
extensive use of traditional trade policy instruments. India has
introduced import license requirements, regulatory compliance, and
quality standards for many products to regulate imports, and it will have
an impact on imports from Korea. The introduction of CAROTAR rules
to regulate the imports of third-country through FTA partners will have
significant implications for Korea’s exports to India under the CEPA.
The CAROTAR rules lay down strict provisions for the qualification of
preferential benefits and place significant regulatory and compliancerelated costs on importers to prove the authenticity of CoO to avail
benefits of preferential market access. Key provisions relating to the
information of non-originating material used in imported goods,
maintaining the documentary record for five years, treatment of
identical products will create challenges for Indian importers. These
provisions will discourage Indian importers from seeking preferential
benefits under the CEPA to avoid any regulatory and operational
hurdles. Thus, Korea’s exports to India under the CEPA may be subject
to MFN applied tariffs in the Indian market, which will eventually cause
erosion of preferential benefits.
 India’s efforts to foster a liberal investment policy on the one hand and
increasing import tariffs, on the other, demonstrates an incoherence
between India’s trade and investment strategy under the Self-Reliant
India plan. This significantly affects the ability of India to foster strong
trade and investment linkages under the CEPA that are critical for
attracting Korea’s export-oriented investment. This significantly affects
trade and investment opportunities for Korean firms, which consider
India as a destination for its assembling activities and exporting. Firms
participating in chain-led trade demand a liberal trade and investment
regime so that they can source their inputs from the most efficient
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location at a highly competitive price.
 At the aggregate level, investment policy seems liberal as it allows FDI
in a majority of sectors through automatic route, and prior approval
from the government is only required in few sectors. Despite significant
liberalization, the FDI policy still places sectoral limits, management
control, and ownership restrictions, and strict provisions for investment
in the e-commerce sector. Furthermore, the new model BIT brings
numerous ambiguities in the “investment” definition, which eliminates
the protection that investors seek in the host country. Strict provisions
relating to investment coupled with a lack of clarity of FDI rules will
affect India’s ability to attract FDI and may have some impact on
Korean investments in India, creating hurdles in the realization of the
potential of bilateral economic and strategic ties.
 The PLI scheme under Self-Reliant India can be instrumental in
strengthening the trade and investment ties between the two countries.
The analysis reveals that Korea’s investment in India is highly
concentrated in the manufacturing sectors (electronics, automobile,
and steel). These sectors are also key identified sectors under the PLI
scheme in which the Government of India is emphasizing for boosting
domestic manufacturing capabilities. A convergence of sectors under
PLI and the current FDI inflows from Korea in these sectors in India
indicates that Korea will be a key partner in the industrial transformation
of India under the Self-Reliant India mission. Nevertheless, the PLI
scheme in the realm of a restrictive trade policy will create hurdles for
Korean firms that are considering India to be a destination for
assembling and exporting. A restrictive trade policy will inhibit Korean
firms from sourcing inputs from competitive markets to assemble
products and exporting them globally. This will deter Korea’s exportoriented investment in the manufacturing sector, and at the same time,
it will also undermine the significance of the PLI scheme in making
India’s manufacturing sector competitive.

5. Conclusion
This article analyzed India’s trade and investment strategy under Self-
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Reliant India and its implications for the economic and trade ties between India
and Korea. From a theoretical perspective, the article underlines the increasing
convergence between economic, strategic, and security interests of India and
Korea in their Act East Policy and New Southern Policy, respectively. It
recognizes that trade and investment relations are critical to strengthen their
SSP. The article argues that bilateral trade flows between India and Korea are
consistently expanding after the signing of the CEPA, but the overall trade
balance is unfavorable for India as it exports low-value products and imports
high-value-added goods. This result is primarily attributed to various stages of
economic development and varying economic and industrial structures.
Bilateral investment relations between India and Korea are robust. Korea’s
investment in India is significant and highly concentrated in manufacturing
sectors, followed by real estate. On the other hand, India’s investment is in
Korea is low and mainly concentrated in the automobile and information
technology sectors.
The article comprehensively analyzes India’s trade and investment
strategy under Self-Reliant India to understand the potential implications to
their bilateral economic ties in general and Korea in particular. The analysis
demonstrates that India’s trade policy is becoming restrictive as its average
import tariffs on industrial and agricultural products have increased
significantly in the past few years. It has placed a ban on the import of a wide
array of products and introduced policy and regulatory approvals for imports.
Crucially, India has also introduced CAROTAR rules to monitor third-country
imports through FTA partners. The content and intent of these rules are against
the spirit of FTAs and create obstacles for imports from FTA partners. These
rules will affect Korea’s exports to India under the CEPA, undermining the
potential benefits of a preferential tariff regime. In contrast to the trade policy,
India’s FDI policy is relatively liberal and allows foreign investment through
automatic and prior approval routes. However, some specific conditions in the
form of sectoral restrictions, conditions of SOEC, restrictions on e-commerce,
among others.
A key policy measure under Self-Reliant India is the PLI scheme, which
underpins the importance of boosting domestic manufacturing to reduce imports
and make India’s manufacturing sector competitive globally. The PLI scheme
specifies ten sectors in which India wants to augment its domestic
manufacturing sector. Some of these sectors (electronics, automobile, and steel)
are sectors in which Korean firms have already made substantial investments. A
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convergence of sectors under PLI and Korean investment firmly establishes
Korea to be a key partner in building domestic manufacturing capabilities under
Self-Reliant India in the future. This is reflected in sectors, such as advanced
battery manufacturing, where Korean firms are forging joint ventures/
collaboration with Indian firms to create a robust ecosystem of electric battery
manufacturing in the country. However, issues related to a restrictive tariff
policy and strict provisions for imports under CAROTAR rules should be
addressed so that Korean firms engaged in manufacturing can operate in a
liberal, transparent, and conducive environment.
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Strengthening Economic Relations
with ASEAN: Role that India and
Korea Can Play
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1. Introduction
The Association of South East Asian Nations, or popularly known as
ASEAN, has become the world’s largest economic powerhouse. Established
in 1967 in Bangkok, integration over time has made ASEAN the world’s most
popular economic bloc.
With a combined population of about 650 million, ASEAN presents a
regional GDP of about US$ 3 trillion for the year 2019. Growing at an annual
average of 5 percent per annum, ASEAN has become the new hope of world
reconstruction in the post-COVID-19. The beauty of ASEAN is that the ten
ASEAN countries vary greatly by income and development level. On the one
hand, it has Myanmar and Cambodia, which are among the poorest countries,
while, on the other, it has Singapore and Brunei, which are among the
wealthiest nations. The dispersion generates interests among countries in a
regional bloc to stay together and benefit from the neighbourhood. Therefore,
any partner country, for that matter, gains when ASEAN itself has been
growing on a continuous basis transforming into an attractive market. More
importantly, ASEAN occupies an excellent strategic location; both sides are
surrounded by two great oceans of the world – Pacific and Indian. Therefore,
besides economic interests, strategic strengths have always attracted external
partners to forge partnerships with the ASEAN. Today, ten member countries
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of ASEAN have over ten dialogue (external) partners, including the Republic
of Korea (hereinafter, Korea) and India.
Under the overarching Act East Policy and New Southern Policy, this
article reviews the current economic engagements of Korea and India with
ASEAN and presents an overview of the next round of collaboration between
them.

2. Korea’s New Southern Policy Plus: Building Bridges between
North and South
Korea joined the ASEAN as a sectoral partner in 1989 and became a full
dialogue partner in 1991. However, the partnership took six years to reach the
Summit level. Korea became ASEAN’s Summit level partner in 1997 in Kuala
Lumpur. Later, Korea acceded to the Treaty of Amity and Cooperation in
Southeast Asia (TAC) in 2004.
To strengthen the Korea-ASEAN partnership, the Korean President
announced the “New Southern Policy” in 2017. The new policy is built upon
the “3 Ps” (People, Prosperity, and Peace) corresponding with the three pillars
of the ASEAN Community, with People-to-People connectivity placed at the
center of the new partnership. In 2019, ASEAN and Korea celebrated the 30th
Anniversary of ASEAN-Korea Dialogue Relations. In 2020, the Korean
government unveiled the New Southern Policy Plus to elevate the relations to
a higher level with ASEAN and India.
The New Southern Policy (NSP) in 2017 and NSP Plus in 2020 aimed to
deepen ties with Southeast Asia and India as Korea seeks to curb its reliance
on traditional trading partners like China, Japan, and the United States. NSP
was launched during the Korean President’s visit to Indonesia in 2017. NSP
aims to better connect Korea to the ASEAN countries and expand the
economic engagements in South and Southeast Asia (ASEAN, 2019a).
Under NSP, Korea has undertaken fast-track development cooperation
projects in the neighbourhood. For example, Indonesia and Korea signed a
memorandum of understanding on a light rail transit (LRT) system in Jakarta,
part of a series of pacts reported to be worth up to US$ 1.9 billion. A number
of Korean companies already have or are planning big investments in
Indonesia. Steel giant POSCO has a multi-billion-dollar joint venture with
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Indonesia’s Krakatau Steel, whereas Hyundai Motor has been setting up a
car factory, and Samsung Electronics already assembled smartphones in the
country. Korea has been investing heavily in Vietnam – one of the top three
investors in the country. Samsung’s mobile assembling plant in Vietnam is
one of the world’s largest plants. In a way, Korean brands such as Samsung,
Hyundai, LG, etc., are household names in ASEAN.
In order to strengthen the ASEAN-Korea partnership, Korea set-up the
ASEAN-Korea Centre (AKC) in Seoul in 2012. In 2019, its annual budget
crossed US$ 100 million, the highest among all dialogue partners of ASEAN.
The AKC has undertaken very active and comprehensive programmes since
its establishment.
One of the focuses of Korea’s NSP is also to strengthen Korean soft
power. Since the introduction of NSP, Korea’s soft power has also grown in
ASEAN countries. For example, Korean K-Pop is hugely popular among
ASEAN countries, with long-established fan clubs and bands, like BTS,
touring the Southeast Asian country. Another example is Indonesian Twitter
accounts dedicated to Korean pop idols that have around a million followers.
Besides, NSP focuses on Korea-ASEAN exchanges of technology,
heritage, the arts, and people, and reinforcing cooperation in such areas as
transportation, energy, water resources, and IT. To conclude, the NSP has
been successful in building bridges between Korea and Southeast Asia.

3. ASEAN: A Common Connector between Korea and India
ASEAN is a region where Korea’s New Southern Policy Plus (NSPP)
meets with India’s Act East Policy (AEP) – both are benign initiatives to
strengthen the country’s economic and strategic engagements with their
immediate and extended neighbours. While the Korean government the
unveiled the New Southern Policy Plus in 2020, Indian government has
introduced the Act East Policy (AEP) in 2014, an updated version of the Look
East Policy. While India’s AEP is aimed to strengthen partnership for
development with the neighbours in the east, NSP aims to do the same for
Korea’s Southern neighbours. ASEAN is the common region where NSP and
AEP intersect.
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Table 1. Engaging with ASEAN: Korea and India
Korea

India

ASEAN’s Dialogue Partner since

1989

1992

Annual Summit

Yes

Yes

3Ps (People, Peace,
Prosperity)

3Cs (Culture,
Connectivity,
Commerce)

FTA with ASEAN in goods, services,
and investments

Yes

Yes

Connectivity programme
(physical and people to people)

Yes

Yes

Private
multinationals

Private
multinationals

Plan of Action (PoA)

Yes

Yes

Special funding (e.g., ASEAN+ fund)

Yes

Yes

Special COVID-19 measures

Yes

Yes

RCEP member

Yes

No

Indo-Pacific vision

No

Yes

BRI member

Yes

No

Major focus as on 2021

Investments driven by

Source: Author’s own based on secondary sources.

Under the AEP, India’s relation with ASEAN has witnessed phenomenal
rise in recent years. Table 1 briefly presents the broad contour of engagements
with ASEAN. Both Korea and India undertook ASEAN-specific COVID-19
measures and offered medicines, health-related gears, and consultations. India
even has provided vaccines to some of the ASEAN countries, such as Myanmar.
However, there are differences as well. For example, Korea is a member of
RCEP, and India has withdrawn from it. On the other hand, India is one of the
leading countries in the Indo-Pacific and came out with the Indo-Pacific
Oceans Initiative (IPOI). In contrast, Korea is yet to take a call on Indo-Pacific.
At the same time, Korea is a partner of China-led BRI, but India did not join
the BRI. What follows is that while both have similarities in approach and, at
the same time, they show complementarities and collaboration opportunities.
Korea is the 5th largest trading partner of ASEAN and India is the 11th
largest. Both Korea and India are also FTA partners of ASEAN. The ASEANKorea Trade in Goods Agreement entered into force in June 2007, the
ASEAN-Korea Trade in Services Agreement entered into force in May 2009,
and the ASEAN-Korea Investment Agreement entered into force in June 2009.
See Box 1 for a quick overview of the ASEAN-Korea free trade area.
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Box 1. ASEAN-Korea Free Trade Area
The ASEAN-Korea Trade in Goods Agreement sets out the preferential
trade arrangement in goods among the 10 ASEAN Member States and Korea,
which generally allows 90 percent of the products being traded between ASEAN and
Korea to enjoy duty-free treatment. Since January 2010, Korea and ASEAN-5
(Brunei Darussalam, Indonesia, Malaysia, the Philippines, and Singapore) have
eliminated tariffs on almost all products listed in Normal Track, which covers
90 percent of total tariff lines.
The ASEAN-Korea Trade in Services Agreement, signed in 2007, provides the
platform for further expansion of market access for ASEAN and Korean service
providers. Building on their existing commitments in the WTO under the
General Agreement on Trade in Services (GATS), ASEAN and Korea both
increased their commitments through the addition of new sectors and sub-sectors,
easing restrictions on a wide range of service sectors, including business, construction,
education, communication services, the environment, tourism services, and transport
services.
The ASEAN-Korea Agreement on Investment was signed in 2009. The
provisions cover, among others: fair and equitable treatment and full protection
and security of covered investments; transfers of funds relating to covered
investments; and compensation in the event of nationalisation or expropriation
of covered investments. Economic cooperation projects have also been initiated
to promote AKFTA and facilitate trade and investment among parties. The
projects include capacity building, business matching, and training programmes for
officials in the area of small and medium enterprises (SMEs), intellectual
property, agriculture, statistics, and tourism.
Source: ASEAN Secretariat (2015).

In the case of India, ASEAN-India Trade in Goods Agreement entered
into force in January 2010, whereas the ASEAN-India Services and Investment
Agreements came into force in 2019. The FTAs have facilitated the rise of
bilateral trade between Korea and ASEAN as well as India and ASEAN.
Korea’s trade with ASEAN has expanded from US$ 97.29 billion in 2010 to
US$ 109.43 billion in 2019 and then increased to US$ 143.96 even in
pandemic time. On the other, India’s trade with ASEAN has increased from
US$ 52.70 billion in 2010 to US$ 80.06 billion in 2019 but declined to
US$ 73.61 billion in 2020 (Table 2). Another interesting observation is that
Korea has maintained its trade surplus with ASEAN between 2010 and 2020,
whereas India’s trade deficit with ASEAN has expanded in the same period.
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Table 2. Trade with ASEAN
(Unit: US$ billion)
Export

Korea

Import

Total

2010

2019

2020

2010

2019

2020

2010

2019

2020

53.20

95.18

89.13

44.10

56.24

54.83 97.29 109.43 143.96
(10.91) (10.47) (11.44)

India

23.02

34.30

29.58

29.68

57.05

44.04 52.70

80.06

73.61

(9.19) (9.95) (14.69)
Note: Data in parentheses present share in the world.
Source: Calculated based on DOTS, IMF (accessed on December 1, 2021).

Tables 3 and 4 present ASEAN’s major product-wise export and import
with Korea and India for the year 2019, respectively. The composition of
ASEAN-Korea trade is, however, structurally different from that between
ASEAN and India. Korea’s trade with ASEAN in 2019 in major products
clearly shows ASEAN and Korea are having relatively deeper trade integration
in seven products, out of the top 10 items, whereas India’s trade integration
with ASEAN is relatively thin, with only three out of top 10 products show
deeper integration. The trade between Korea and ASEAN also indicates
growing value chain linkages between them, particularly in (i) electrical
machinery, apparatus and appliances, n.e.s., and electrical parts thereof
(including nonelectrical counterparts of household type, n.e.s.) and (ii)
telecommunications and sound recording and reproducing apparatus and
equipment. Korea depends on ASEAN on import of office machines and
automatic data processing (e.g., mobile phone and/or parts and components);
articles of apparel and clothing (e.g., men and women shirts), etc. Korea being
a country with high technology, the bilateral trade between ASEAN and Korea
may transform into intensive trade in technological goods and related services
and also investments. Only 11.44 per cent of Korea’s global trade is conducted
with ASEAN, thereby suggesting high bilateral trade potential. Nonetheless,
to facilitate trade, ASEAN and Korea may take steps to remove trade barriers,
particularly those which are not consistent with WTO, such as the non-tariff
measures (NTMs). The rise in trade between ASEAN and Korea will also spur
trade of their respective partners falling in backward linkages of the value
chains.
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Table 3. Korea’s Trade with ASEAN in 2019: Top 10 Items
(Unit: US$ billion)
Export to ASEAN
2-digit
SITC
77
33
76

Product Description
Electrical machinery,
apparatus and
Petroleum, petroleum
products and
Telecommunications and
sound-record

Import from ASEAN
Export

2-digit
SITC

70.51

77

24.20

76

19.64

67

51

Organic chemicals

14.48

75

67

Iron and steel

14.08

84

13.70

74

12.40

51

10.85

72

9.74

89

7.57

87

72
57
87
74
68

Machinery specialized
for particular
Plastics in primary forms
Professional, scientific,
and control
General industrial
machinery
Non-ferrous metals

Product Description
Electrical machinery,
apparatus and
Telecommunications and
sound-record
Iron and steel
Office machines and
automatic dataArticles of apparel and
clothing
General industrial
machinery and eq
Organic chemicals
Machinery specialized for
particular
Miscellaneous
manufactured articles
Professional, scientific,
and control

Import
42.43
19.54
11.88
10.72
9.07
8.22
7.58
7.36
6.07
6.00

Source: Calculated by the author based on WITS (accessed on December 1, 2021).

On the other hand, India’s trade with ASEAN has multiplied rapidly,
particularly during 2010 to 2016 (De and Chirathivat, 2018). In ASEAN,
Indonesia, Singapore, and Vietnam are India’s major trade partners. At a
disaggregated commodity level, India’s export to ASEAN is found to be more
diverse than India’s imports. Overall, between ASEAN and India, mineral
products such as petroleum products are the most traded items, where India
has been importing crude petroleum from some of the ASEAN countries for
refining the petroleum and exports of petroleum products back to ASEAN
countries. Similarly, India’s active participation in value chains such as in
automobiles, pharmaceuticals, and machinery has helped to retain these
products as India’s top exports to ASEAN. On the other hand, India’s imports
of electrical products and vegetable oil have grown significantly post-FTA
(AIC-RIS, 2020). In short, the FTA between ASEAN and India has facilitated
not only regional value chains but also regional investments (AIC-RIS, 2015;
KPMG, 2019).
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Table 4. India’s Trade with ASEAN in 2019: Top 10 Items
(Unit: US$ billion)
Export to ASEAN
2-digit
SITC

Product Description

Import from ASEAN
Export

2-digit
SITC

Product Description

Import

33

Petroleum, petroleum products
and

9.93

77

Electrical machinery,
apparatus and

51

Organic chemicals

5.84

76

Telecommunications and
14.75
sound-record

79

Other transport equipment

3.59

51

Organic chemicals

68

Non-ferrous metals

3.34

32

Coal, coke and briquettes 8.05

67

Iron and steel

3.16

74

General industrial
8.04
machinery and equipment

28

Metalliferous ores and metal
scrap

2.83

67

Iron and steel

7.40

3

Fish (not marine mammals),
crustaceans, molluscs, and
preparations thereof

2.47

75

Office machines and
automatic data

7.10

1

Meat and meat preparations

2.22

68

Non-ferrous metals

5.68

65

Textile yarn, fabrics, made-up
articles

2.19

57

Plastics in primary forms 5.63

71

Power-generating machinery and
1.92
equipment

72

Machinery specialized
for particular

17.68

11.76

5.52

Source: Calculated by the author based on WITS (accessed on December 1, 2021).

Table 5. Inflow of FDI in ASEAN: 2013-2019
Source Country

FDI
(US$ billion)

Share*
(%)

Intra-ASEAN
China
India
Japan
Korea
Total(CIJK)
World

158.67
67.45
9.50
125.16
33.91
236.02
951.35

7.09
1.00
13.16
3.56
24.81
100.00

*Share in total.
Source: ASEAN Secretariat, Jakarta (accessed on December 3, 2021).
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Table 6. Inflow of FDI from India and Korea to ASEAN: 2013-2019
India
Share

FDI

Share

(US$
million)

(%)

(US$
million)

(%)

24.843

0.32

383.365

1.29

[C] Manufacturing

121.804

1.57

8373.929

28.28

[D] Electricity, gas, steam, and air
conditioning supply

30.747

0.40

1821.221

6.15

[E] Water supply; sewerage, waste
management and remediation
activities

3.356

0.04

212.154

0.72

[F] Construction

36.989

0.48

1726.262

22.23

6111.651

20.64

508.551

1.72

Sector
[A] Agriculture, forestry, and fishing

FDI

Korea

[B] Mining and quarrying

[G] Wholesale and retail trade;
repair of motor vehicles and motor
cycles
[H] Transportation and storage

0.387

[I] Accommodation and food service
activities

5.459

0.07

429.264

1.45

[J] Information and communication

4.188

0.05

111.520

0.38

[K] Financial and Insurance
activities

2861.526

36.85

[L] Real estate activities

1644.097

21.17

1504.669

5.08

25.512

0.33

695.670

2.35

76.897

0.26

51.061

0.17

[M] Professional, scientific and
technical activities
[N] Administrative and support
service activities
[O] Public administration and
defence; compulsory social security
[P] Education
[Q] Human health and social work
activities

18.963

0.24

139.283

0.47

[R] Arts, entertainment and
recreation

3.589

0.05

148.247

0.50

[S] Other services activities.

1819.064

23.42

0.000

0.00

1079.137

3.64

29611.743

100.00

[Z] Unspecified activity
[999] TOTAL activities

7765.659

100.00

*Share in total.
Source: ASEAN Secretariat, Jakarta (accessed on December 3, 2021).
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Owing to the expansion of trade, FDI inflow to ASEAN has also grown.
About 1/4th of ASEAN’s FDI during 2013-2019 came from China, Japan,
India, and Korea. During the period 2013-2019, ASEAN has received
US$ 33.91 billion FDI from Korea and US$ 9.50 billion from India (Table 5).
Other major investors in ASEAN are Japan, China, and intra-ASEAN investors
such as Singapore, Thailand, Malaysia, the Philippines. Illustrated in Table 6,
while 28.28 per cent of Korean FDI in ASEAN has gone into the manufacturing
sector, ASEAN has received FDI from India more into the services sectors
(over 60 per cent of Indian FDI into ASEAN).
Korea’s FDI in India and ASEAN has reshaped the global value chains,
undoubtedly. Samsung’s world’s largest mobile phone manufacturing facility
is located in Noida in India. Like ASEAN, Korean companies like Hyundai,
Samsung, and LG have also become popular brands in India. Similarly, these
are the major companies investing in ASEAN, particularly in Vietnam.
The foregoing analysis indicates that the bilateral trade relations between
India and ASEAN economies have seen a significant expansion. The signing
of the ASEAN-India FTA has expanded the trade potential and scope of
increasing India’s exports to ASEAN countries, considering the inherent
advantages of the Indian industry in certain sectors. Similarly, Korea’s FTA
with ASEAN has behaved in the same way. On the other hand, a healthy trade
has encouraged a promising FDI, which we have found in the case of ASEAN.
ASEAN and India are presently renegotiating the bilateral FTA. The
opportunity is that the global share of bilateral trade has not gone up, more
particularly for Korea with ASEAN, thus leaving enough scope for further
expansion of trade between them. Investment flows between them have also
remained robust. While Korea and ASEAN have relatively dense value chain
linkages, the same is yet to happen between ASEAN and India.

4. India’s Act East Policy: A Game Changer
In 2014, India’s Act East Policy (AEP) was unveiled at the 12th ASEANIndia Summit, held at Nay Pyi Taw, Myanmar. In his Opening Statement at
the 12th ASEAN-India Summit, the Indian Prime Minister said: “A new era
of economic development, industrialization and trade has begun in India.
Externally, India’s ‘Look East Policy’ has become ‘Act East Policy.’” Started
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with fresh vigour in 2014, AEP has indeed gained a new momentum while
engaging with the east. Since then, ASEAN-India engagement has become
deeper, and new dimensions have been added to the relationship. Down the
line, the ASEAN-India partnership has scaled new heights. India has not only
developed strong bilateral relations with countries like Indonesia, Myanmar,
Singapore, Vietnam, etc., but also steered a number of programmes and
projects such as the MGC, the Trilateral Highway, etc., and is actively
contributing to the success of several regional initiatives such as ASEAN, EAS,
BIMSTEC, MGC, IORA, among others. India and Korea signed CEPA in
2009, one of the best and rewarding FTAs signed by India. India and Korea
are also partners in G20, members of EAS, and many such international
initiatives. Korea is an “indispensable” partner in India’s Act East Policy.
India’s AEP aims to build economic relations, cultural relations, and
strategic relations with countries in the eastern neighbourhood; and to develop
and strengthen the connectivity, particularly through Northeast India. AEP has
three distinct dimensions: culture, commerce, and connectivity (3Cs). It has
several strategic objectives: (i) strengthening infrastructure linkages; (ii)
facilitating trade, investment and tourism; (iii) developing human resources;
and (iv) protecting the environment and promoting the sustainable use of
shared natural resources. Besides physical and people-to-people contacts, AEP
is also designed to promote digital connectivity. Under the AEP, India is
committed to working closely with the Southeast and East Asian countries
with a view to bringing the relationship to new heights. India’s AEP and
Korea’s NSP also have many similarities in their approaches.
Strength in India-Korea bilateral relations influences a trilateral with
ASEAN. One best way to judge the relative strength in terms of trade relations.
Bilateral trade between Korea and India has grown since 2010. However, the
bilateral trade between them remained static at US$ 20 billion tilll 2017 but
declined to US$ 17 billion in 2020 due mainly to the effect of ongoing
pandemic (Figure 1). Being FTA partners, Korea-India trade has remained an
important catalytic force for strengthening not only the bilateral relations but
also trilateral relations with ASEAN.
India’s economic engagement with ASEAN has expanded rapidly. The
AEP has placed emphasis on India-ASEAN cooperation in India’s domestic
agenda on infrastructure, manufacturing, trade, skills, urban renewal, smart
cities, Make in India, and other initiatives. Connectivity projects, cooperation
in S&T, and people-to-people contacts could become a springboard for
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regional integration and prosperity. India’s Act East Policy and major thrust
on connectivity present an opportunity to connect with Korea’s NSP.
Figure 1. India’s Trade with Korea

Source: Drawn by the author based on IMF DOTS (accessed on December 1, 2021).

5. Enhanced Partnership with ASEAN
India has upgraded its relations to a strategic partnership level with
Indonesia, Vietnam, Malaysia, Japan, Korea, Australia, Singapore, and ASEAN
and forged close ties with all countries in the Asia-Pacific region. Further,
apart from ASEAN, ASEAN Regional Forum (ARF), and East Asia Summit
(EAS), India has also been actively engaged in regional fora such as
BIMSTEC, ACD, MGC, and IORA.
Northeast India has been a priority in India’s AEP. AEP provides an
interface between Northeast India and the ASEAN region. Some of the major
projects include Kaladan Multi-modal Transit Transport Project, the IndiaMyanmar-Thailand Trilateral Highway Project, and its extension to countries
including Cambodia, Lao PDR and Vietnam. Korea may be invited to join
some of the connectivity projects between India and ASEAN. Korea, India,
and ASEAN can join hands in infrastructure development projects in ASEAN
as well as in Northeast India.
Under the AEP, Northeast India has the potential to become a major
investment destination. Other areas of cooperation are health, tourism, agriculture
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allied sectors, connectivity, environment, etc. In agriculture and allied sectors,
there are vast opportunities in trade with live-stock, horticulture, fishery, agroprocessing sectors, or natural resource areas. For example, bamboo can create
a value chain in the region as Northeastern states since neighbouring countries
have cultural affinities with Northeast India. Bamboo shoots have high
potential that can create a sustainable value chain by developing a bamboo
network between ASEAN, Korea, and Northeast India.
To conclude, engaging with Korea and ASEAN for Northeast India would
be highly paying in terms of the development of value chains, connectivity, and
technology. This would also reinforce India’s cultural connection with Korea
for Northeast Indian states where Korean TV serials, K-Pop, K-Drama are
equally popular. In a way, the Korean cultural wave has been spreading in
India’s Northeast since the late 1990s. K-pop and Korean drama had their
biggest breakthrough in India amid the pandemic.
What more can Korea and India do together for ASEAN under the AEP
and NSP? Both the countries can undertake joint connectivity and agriculture
projects in CLMV; public health; restoration of heritage in Southeast Asia;
tripartite travel and tourism, particularly in the areas of cultural heritage; digital
linkages, to mention a few. Besides, both can offer unique trade facilitation
solutions in customs, logistics, and e-commerce. To start with, Korea and India
may agree to join ASEAN’s Customs Transit System (ACTS). ACTS allows
single transit across all ASEN countries with a single Customs declaration.
Another project could be restoring cultural heritage in Cambodia, Vietnam,
Lao PDR and Myanmar. It would be a perfect match when ASEAN-KoreaIndia (AKI) trilateral provides further momentum to global trade and growth
through shared value chains and faster delivery in the post-COVID-19 period.
Among East and Southeast Asian countries, Korea’s recovery from
pandemic-led recession is the fastest. Korean President called India “a central
pillar of Korea’s new southern policy.” Both leaders have realised the
importance of the synergy between India’s Act East Policy and Korea’s
Southward Policy and have decided to explore tripartite partnership for
development such as in ASEAN or Afghanistan. This innovative idea offers
new prospects for India-Korea-ASEAN cooperation in many areas.
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6. Pathways to Next Phase of ASEAN-India Integration
Very often, we face a question in the public domain, more often after
India came out of Regional Comprehensive Economic Partnership Agreement
(RCEP) – ‘ASEAN-India FTA is not good for India’. India’s growing association
with the ASEAN is not an isolated event but an actual international phenomenon
that has emerged naturally over time. India-ASEAN geography is dispersed
but contiguous, a very unique space where economic and geo-strategic
interests move hand-in-hand. If we count economics, the opportunities that are
presented by the ASEAN-India free trade area (goods, services, and investment)
and associated arrangements are growing, and so are the means and ways for
their utilization.
Since the ASEAN-India FTA (AIFTA) in goods came into effect in 2010,
the trade between them has almost doubled to reach over US$ 87 billion in
2019-20. Bilateral trade between ASEAN and India presently covers almost
11 per cent of India’s global trade, marginally improved by one per cent
between 2010-11 and 2019-20. Adding China, Japan, and Korea to it,
countries falling under the coverage of Act East Policy (AEP) contribute to
about 1/3rd of India’s global trade. Driven by imports, India’s trade with
ASEAN has grown faster than India’s trade with the world.
India’s gain in trade with ASEAN is not that too meagre. Let’s see some
recent numbers. In per capita terms, for each US$ 100 global export by India,
US$ 10.56 came from ASEAN in 2019, increased marginally over 2004 and
2010, the period which witnessed relatively intense engagement between
ASEAN and India. In the case of import, US$ 11.89 came from ASEAN for
each US$ 100 import by India from the world. The trend reiterates India’s
import dependency but also shows much room to enhance trade between
ASEAN and India. India’s per capita export and import with ASEAN have
increased since 2010 except for the later years when the trade growth slowed
down amid persistent trade tensions and moderation in global economic
growth. The policy uncertainties and anti-globalisation measures have also
affected bilateral FDI flows between ASEAN and India. India’s widening
deficit in the current account with ASEAN but surplus in the capital account
signals a shift is needed in India’s economic policy toward ASEAN. As of
2019, the net effect of both current and capital accounts is not in favour of
India. To convert the deficit into surplus, India must strive for bigger ASEAN
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markets seeking greater capital and trade.
Yes, the downside of AIFTA is that trade partners have clearly failed to
reduce the non-tariff barriers (or non-tariff measures). India faces significant
NTMs in ASEAN that limit its export to ASEAN and ASEAN’s export to
India. This is one of the key barriers, which has disallowed the expansion of
value chains between ASEAN and India.
The service sector is another area where progress is rather slow. India
does face discriminatory standards applied by ASEAN countries for Indian
service providers and vice versa.
So, is it a mere deficit in FTA that disallows economic integration? There
is no clear answer, and it is subject to further investigation. However, to assess
the integration benefits and costs, we should also consider some specifics such
as the stage of economic development, structure of the economy, production
characteristics, demand preferences, trade regimes and policies, connectivity
networks, trade monitoring system, etc. If guided properly, today’s deficit can
be tomorrow’s surplus. A review of the ASEAN-India FTA in goods is thus a
welcome step.
What next? One of the key challenges to India’s export in this uncertain
time is to maintain the competitiveness in the global and regional markets by
improving trade facilitation not only at home but also with the trade partners.
Along with it, upgrading the ASEAN-India FTA (AIFTA) and its effective
utilisation may perhaps add the required momentum to trade flows. Besides,
to strengthen trade relations, ASEAN and India should address the issues
related to sensitive lists, NTMs, and customs cooperation, among others (refer,
AIC, 2019).
Following the ASEAN-Korea partnership, a great opportunity to scale up
the ASEAN-India engagements is the development of value chains. Current
engagement in value chains between ASEAN and India is not substantial;
about US$ 5.8 billion was the total trade in parts and components between
them in 2018. India should put the country’s vibrant private sector as a highspeed engine to the ASEAN-India relations.
In apost-Covid-19 era, restoring connectivity and resilience of supply
chains will be the key to economic integration. The Supply Chain Resilience
Initiative (SCRI) will add to the economic corridor development between
ASEAN and India. It may also facilitate investments as well as spur growth in
the region.
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Finally, regional cooperation, be it economic or non-economic, will be
the key to promote economic stability, competitiveness, growth, and integration
in the region. Today, it is possible for countries to decide the route to reach a
destination when multiple economic lines are open. Scale, quality, and trade
costs will sustain these initiatives. Figure 2 illustrates such a scenario,
resembling Seoul Subway lines. Like Seoul Subway, which is a rapid transit
system, higher trade ridership is achievable in this phase of consolidation.
Figure 2. Busy Lines

7. Next Round of Collaboration: Indo-Pacific
Indo-Pacific has been in the limelight for quite some time now for the
genuine region. It is a multipolar region, contributing more than half of the
world’s GDP and population. Indo-Pacific is the lifeline of the entire world;
the world's one-third flow of trade and energy passes through this region. The
motivation for a larger bloc always comes from the sheer size, resources it
owns, and the scope and size of the economies of scale that it can generate.
Indo-Pacific has everything, but can it culminate into a formal bloc or a region
that goes on building a better world?
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India and Korea should look forward to working together in ASEAN.
Under the NSP, Korea has announced India as a key partner for cooperation.
To explore new markets and economic opportunities, Korea and India have
been collaborating in areas ranging from maritime security, terrorism, cultural
ties to the most important aspect of trade. India’s Act East is now envisaged
as Act Indo-Pacific. In post-COVID-19, the Indo-Pacific initiative may gain
new momentum, and, therefore, the trilateral partnership between India, Korea,
and ASEAN is seen as the key pillar to the Indo-Pacific initiative. However,
this will depend on how the three coordinate their activities and design a
common programme to drive the Indo-Pacific in collaboration with other
partners.
A rules-based global order is what the world needs, which is another
reason for the rise of the Indo-Pacific. This is also caused by two idiosyncratic
events multiplied by a domino effect. The triggering events are the US-China
trade war and the global pandemic, which has an origin in China.
Indo-Pacific got a new life when ASEAN in June 2019 and India in
November 2019 came out with their respective Indo-Pacific visions. Recently,
EU’s current Chair, Germany, presented the country’s Indo-Pacific strategy,
and in the 1st quarter of 2021 EU has come out with its Indo-Pacific vision.
Some more countries such as Canada, Sri Lanka, and South Africa are
expected to launch their Indo-Pacific visions. Figure 3 illustrates countries
within and outside the region that introduced Indo-Pacific visions with
ASEAN being encouraged to take centre stage due to ASEAN’s most-ready
regional architectures like ASEAN Regional Forum (ARF) and East Asia
Summit (EAS). Today, countries and regions, one after another, are pledging
to join the league.
In the case of India, Indo-Pacific is a benign and transparent initiative.
India’s vision Security And Growth for All in the Region (SAGAR) has been
introduced. PM Modi’s speech at Shangri La Dialogue in 2018, “Free, Open
Prosperous and Inclusive Indo–Pacific” has further provided political direction.
Besides economic relations, India’s security partnerships with countries in IndoPacific, such as the US, Japan, Australia, and several ASEAN countries, have
expanded significantly in recent years. There have been regular meetings,
particularly virtual meetings, even in this Covid-19 period. The first-ever
QUAD Summit took place in March 2021 in virtual mode.
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Figure 3. Indo-Pacific Visions Issued by Countries*
Japan
Russia

EU

Australia

ASEAN

Germany

USA

France
India

*As of June 2021.
Source: Author’s own.

In 2019, ASEAN Outlook on Indo-Pacific (AOIP) was introduced by
ASEAN, and India has introduced the Indo-Pacific Oceans Initiative (IPOI).
These two versions have added further fillip to the emerging Indo-Pacific
construct. India-Japan Vision Statement dated 29 October 2018 has also
provided crucial political support to Indo-Pacific (ASEAN, 2019b). While
highlighting the criticality of finding common solutions by working together,
Prime Minister Modi proposed at the 14th East Asia Summit an IPOI for
addressing challenges and ensuring a safe, secure, and stable maritime domain.
With the announcement of the AOIP and IPOI in 2019, Indo-Pacific has
started receiving attention globally. As an open global initiative, the IPOI
draws on existing regional cooperation architecture and mechanisms to focus
on seven pillars conceived around Maritime Security; Maritime Ecology;
Maritime Resources; Capacity Building and Resource Sharing; Disaster Risk
Reduction and Management; Science, Technology and Academic Cooperation;
and Trade Connectivity and Maritime Transport. AOIP and IPOI show
commonalities and also the scope of cooperation, particularly in view of
unfolding global order in the backdrop of the ongoing Coronavirus pandemic.
The National Maritime Foundation (NMF, 2019) of India came out with the
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first-ever Indo-Pacific Report in 2019. A good set of literature on Indo-Pacific
is needed to strengthen its intellectual base.
Several countries have shown interest in becoming partners in IPOI
pillars. For example, Japan has become a partner in the connectivity pillar,
Australia in marine ecology, etc. Korea can be a partner in IPOI’s maritime
transport pillar.
Indo-Pacific has all ingredients to facilitate trade and investments.
However, the region is highly heterogeneous in terms of economic size and
level of development, with significant differences in security establishments
and resources. In a recent paper Rahman et al. (2020) has investigated the
potential economic effect of ‘Indo-Pacific’ regional economic cooperation and
compares it with the extended CPTPP. The Computable General Equilibrium
(CGE) results show that the quadrilateral alliance between the US, Japan,
Australia, and India shows although a substantial economic gain whilst South
and East Asia join with the Indo-Pacific cooperation, the economic benefit
would be enormous. The findings also indicate that South and East Asian
improved trade facilitation could bring huge gain as a large part of Indo-Pacific
trade has remained unrealised. The trade transaction cost is one of the major
trading barriers prohibiting the growth of Indo-Pacific intra-regional trade.
Rahman et al. (2020) reinforce of the fact that improvement in infrastructure
and connectivity that leads to less trade transportation costs should be a
necessary step to realise Indo-Pacific trade potential.
The recent special issue of the Journal of Asian Economic Integration
(JAEI), entitled “Indo-Pacific: A New Paradigm”, presents six freshly written
research articles by eminent scholars on Indo-Pacific. These six papers review
critical aspects of Indo-Pacific, from concept to sectoral dynamics to country
and regional narratives. This is the first publication of a special issue on IndoPacific. For example, Takenori Horimoto, in his paper entitled “Indo-Pacific
Order and Japan-India Relations in the Midst of Covid-19” has called for
stronger cooperation between Japan and India to maintain peace and stability
in the Indo-Pacific regional order (Horimoto, 2020). He has suggested the
creation of a free, open, inclusive, and democratic Indo-Pacific. There should
be some mechanisms based on principles of multilateralism, e.g., Quad-Plus,
not only involving the four countries: like-minded countries should also be
included. In this way, we can find a silver lining beyond Covid-19.
With countries from ASEAN, SAARC, BIMSTEC, EAS, EU, and
NAFTA joining the group, this free, open, and inclusive Indo-Pacific is likely
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to scale up the regional development in post-Covid-19, provided countries do
not repeat their mistakes in existing regional cooperation initiatives and devote
quality time to build a better world for all. Security is not the only vehicle for
the diffusion of integration. Rather the most important mechanism is
geographical and cultural proximity. Besides, it is the economy that would drive
the Indo-Pacific.
Indo-Pacific countries have ample scope for further deepening the
integration process in this Covid-19 period. Strengthening the economic
integration requires a shared strategic vision, political will, and strong
commitment, which are the keys to the success of the Indo-Pacific. Without a
doubt, ASEAN centrality would be a major driving force for speeding up
cooperation within Indo-Pacific. Multi-dimensional regional cooperation within
Indo-Pacific would not only foster economic relations but would, in addition,
strengthen regional capacity and enhance regional capability while dealing
with the region’s complex security challenges.
Korea has an important role in fostering Indo-Pacific integration. Korea
has a strong, diversified, and internationally highly competitive industrial and
manufacturing base. Given Korea’s prowess in digital technology and
transportation, Korea’s participation in Indo-Pacific may lead to strengthen the
digital connectivity and also open new changes and business opportunities for
the development of related technology and development. As technology
becomes key to today’s regional integration, Korean companies with cuttingedge technology will drive digital connectivity in a bigger way.
What could be the next steps for Korea? There could be three types of
activities: first, Korea comes out of its’ Indo-Pacific vision and joins the group;
second, Korea continues to work closely with ASEAN and EAS on IndoPacific matters and be guided by other members; and third, Korea promotes
the Track II engagements on Indo-Pacific.
Indo-Pacific is likely to be a game-changer for the world economy. Given
India’s presence in the Indian Ocean and Korea in the Pacific, maritime
cooperation is going to drive regional integration. India and Korea’s partnership
with ASEAN is likely to reshape the Indo-Pacific integration process.
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8. Concluding Remarks
To conclude, both Korea and India have made phenomenal progress in
integrating with ASEAN over time. However, the potential of the partnership is
yet to be fully unlocked. Korea and India need a joint vision to add new
momentum to the bilateral partnership as well as Indo-Pacific. Here comes the
need for collaboration between the two countries under their respective AEP and
NSP Plus. In the pursuit of the new southward strategy, Korea may come out with
its Indo-Pacific Vision, which will then lead the partnership to another higher level.
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The Role of a Korea-India Strategic
Partnership in the Indo-Pacific
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1. Introduction
Over the last few years, the world has become far more uncertain and
turbulent than over the previous few decades. The Covid-19 pandemic in 2020
further intensified the U.S.-China strategic competition in a wide range of
issues. As a result, small and middle powers in the Indo-Pacific region face the
new reality of greater geopolitical and geoeconomic challenges. The IndoPacific region is becoming the center of competition and confrontation
between China’s Belt and Road Initiative (BRI) and the US Free and Open
Indo-Pacific (FOIP) Strategy. In this circumstance, regional countries are
likely to form issue-specific partnerships to effectively deal with global
challenges rather than to entrust them only to superpowers as the U.S.-China
competition intensifies (Cook and Ha, 2020). Regional powers realize that
superpowers may have difficulty addressing challenges on all fronts globally.
Some small or middle powers think of themselves to be competitive enough
to show leadership in dealing with specific issues and particular crises. In other
words, even small countries can exercise leadership in working on new types
of global agendas, including supply chain resilience, high-technology
infrastructure and capacity, pandemics, and climate change. Small powers’
leadership with larger states can make multilateral endeavors more acceptable
and flexible to great powers entangled in strategic competition (Cohen and
Fontaine, 2021). Furthermore, middle powers can also bring other middle and
small powers together to solve regional and global challenges independently
of the United States and China, as they have ever led to coordinating health
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and economic responses during the Covid-19 pandemics (Brattberg, 2021;
Jones, 2020). Therefore, the role of middle powers that can demonstrate
leadership on various issues is needed more than ever (Pant and Ratna, 2020).
In this respect, strengthening the the Republic of Korea (hereinafter, Korea)India strategic partnership has become much more essential. It indicates that
the development of the strategic partnership could affect far more than just
Korea and India.
The first contacts between peoples of the two countries date back to the
st
1 century. The Heritage of the Three Kingdoms (Samguk Yusa) described
that “a Princess from Ayodha (Suriratna) came to Korea, married King Kim
Suro, and became Queen Hur Hwang-ok in the year 48 AD” (Embassy of
India, Seoul 2020). Despite the historical-cultural ties between the two
countries, Korea-India relations have been marked by a considerable degree
of mutual disinterest, in part because neither country is central to the
diplomacy and security of the other. For more than half a century, they have
acted in separate spheres of international relations during the Cold War since
both gained their independence.
Nonetheless, Seoul and New Delhi have, since 2017, embarked upon a
steadily growing diplomatic and economic partnership. Today, that partnership
includes close cooperation on economy and trade, high-level dialogues and
people-to-people exchanges, military exchanges, and defense cooperation.
These developments are deliberate efforts by leaders in both countries through
Korea’s New Southern Policy and India’s Act East Policy. It is time for Seoul
and New Delhi to reframe their strategic relations. A close Korea-India strategic
partnership is becoming critical to meet the challenges in the Indo-Pacific. Korea
can adjust its strategic approach to ensure the collaboration is more focused on
shared interests at the regional level beyond the bilateral interests in the IndoPacific region.
This paper provides an overview of Korea-India strategic relations and
identifies policy recommendations for a deepening special strategic partnership
in the Indo-Pacific. The first part describes bilateral relations of indifference
during the Cold War. Differences stemmed from contrasting approaches to the
Cold War, absent people-to-people ties, and a lack of economic cooperation.
The second section describes the growth of strategic partnerships from 1991
onwards, with a particular advancement after 2004 and again after 2010 and
2015, driven by changing strategic environments and political leadership in
both countries. This period saw the gradual increase of economic cooperation
326

The New Southern Policy Plus: Progress and Way Forward

(including the bilateral business forum and the trade agreement), strengthening
diplomatic and defense relations, and expanding socio-cultural exchanges.
The third part explains a paradigm shift in bilateral relations since 2017. These
include increasing convergence between Korea’s New Southern Policy and
India’s Act East Policy in that both countries articulated a future vision of
peace and prosperity in the Indo-Pacific. The last section provides the assessment
of current bilateral relations and recommendations for policymakers to deepen
the strategic collaboration. These include considering India's strategic importance
different from ASEAN’s one; institutionalizing and prioritizing a vast array of
bilateral, minilateral, and multilateral dialogues; and building a middle-power
partnership to cooperate on emerging challenges.

2. Evolution of Korea-India Strategic Relations
2-1. Relations amidst Strategic Indifference (1949-1990)
Seoul and New Delhi had the first contact after their independence.
During the Korean War, India dispatched its “Parachute Field Ambulance and
treated about 195,000 cases and performed nearly 2,300 field surgeries” while
playing a constructive role in bringing the war to a ceasefire (Pillay, 2020).
But, Korea-India relations were marked by almost indifference until the
end of the Cold War, when the strategic perspectives of the two countries
changed. During the Cold War, Korea-India relationship was marked by
geopolitical divergence. Korea always believed its security to be best protected
by a close alliance with the US, maintaining a commitment to regionalism and
multilateral diplomacy that did not include India. New Delhi, by contrast, was
the leading promoter of the nonalignment movement and sustained its strategic
autonomy. Thus, both Korea and India had little interest in seeking cooperation
(Kumar, 2015).
Despite such strategic divergence, Korea and India at least established
official diplomatic relations in December 1973. India pursued equal-distance
diplomacy between the two Koreas under its nonalignment principle and thus,
established diplomatic relations with North Korea.
With regard to the economic aspect, Korea and India were different in
projecting national economic policies. So both had an almost complete
absence of economic ties. Korea pushed for the import-substitution policy in
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the early industrialization process but later switched to export promotion,
embracing the liberal economic system. It established active economic
cooperation with major countries such as the United States and Japan. On the
other hand, India adopted a socialist economic system, focusing primarily on
self-sufficiency and an inward-looking import substitution industrial policy.

2-2. A New Phase of Bilateral Relations (1991-2016)
The collapse of the former Soviet Union and the end of the Cold War
provided the context for a new phase of bilateral relations. The post-Cold War
international relations brought a significant shift in the foreign policies of
Seoul and New Delhi. The two countries have been forced to reconsider their
approach to each other. For India, the breakup of the former USSR, the
longtime Cold War ally, indicated that India's exclusive policy on the United
States and its allies was no longer meaningless. India realized that it was urgent
to improve relations with US allies as US primacy after the end of the Cold
War resulted in the ‘New World Order.’ Political leaders in India began to
transform their socialist economy into a capitalist one, promoting economic
reforms and market-oriented policies in 1991 (Kapur, 2009). They also sought
comprehensive economic cooperation with East Asian countries by pursuing
the Look East Policy. In a similar vein, New Delhi recognized Seoul as a
successfully industrialized country and an appropriate cooperative partner to
share economic development experience. Korea also became interested in
India, which had enormous economic potential as it was seeking to enter
emerging markets. Korea also came to believe that India could play a role to
some extent in peace and stability on the Korean Peninsula. Therefore, the
Post-Cold War became a new phase in relations between Korea and India.
Since then, the relationship between the two countries has developed into
partnerships at various levels (See Table 1).
Korea and India unveiled a new relationship with both the countries
establishing the ‘Future-oriented Partnership.’ President Kim Young-sam was
the first Korean president to pay a state visit to New Delhi in February 1996,
leading the first ROK-India summit meeting ever (KBS NEWS, 1996). He
emphasized free trade for prosperity in the region, adding that the two
countries should “build a firm partnership so that the burgeoning prosperity
that reached the Pacific region could spread to the Indian Ocean region” (Asian
Wall Street Journal, 1996). The early post-cold-war ties between Korea and
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India were primarily limited to economic issues. India had importance as
Korea’s emerging market and an economic partner.
During the summit, President Kim and Indian Prime Minister Narasimha
Rao agreed to expand the economic cooperation by increasing the bilateral
trade volume to $ US 5 billion by 2000. The leaders pledged that Korean
companies would actively participate in the projects to improve the infrastructure
in India. The Indian government, on the other hand, approved 100% foreign
direct investment for Hyundai Motor Company and Samsung Electronics to
conduct business in India. In 1996, Hyundai Motor Company established
Hyundai Motor India in Chennai, and Samsung Electronics built the Noida
plant.
Regarding the political relations between Korea and India, the ‘KoreaIndia Joint Committee Establishment Agreement’ was signed and agreed to
develop friendly and cooperative relations on comprehensive issues such as
trade investment between the two countries, cooperation in communication
technology, and ways to expand cultural exchanges.
President Roh Moo-hyun paid the official visit to India in 2004. It served
as an opportunity to further develop Korea-India relations. The two countries
established the ‘Long-Term Cooperative Partnership for Peace and Prosperity.’
President Roh’s visit to India took place almost eight years after President Kim
Young-sam visited New Delhi in 1996.
Korean and Indian leaders agreed on promoting high-level exchanges in
political and economic sectors, establishing and holding a diplomatic and
security dialogue. For example, the two countries sought to expand bilateral
economic and trade cooperation, set a trade target of $ US 10 billion by 2008,
and consider POSCO’s steel business proposal in Orisha, India.
After five negotiations in September 2008, a substantive agreement was
reached on Korea-India Comprehensive Economic Partnership (CEPA),
officially signed in Seoul on August 7, 2009, and entered into force in January
2010. In the social and cultural sectors, an agreement was reached on the
promotion of culture, education, youth exchanges, and the designation of Korea
Week and India Week.
In 2010, Korea upgraded its relationship with India to a ‘Strategic
Partnership,’ which served as an opportunity for Seoul-New Delhi relations to
develop again. At the summit meeting, the two countries agreed on regular
meetings, the annualization of the joint committee of the Korean-Indian
foreign ministers, and a review of the possibility of joint ventures such as R&D
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and manufacturing in the defense industry. The bilateral trade target was set at
$ US 30 billion by 2014, and the necessity of progressing the POSCO project
in Orisha was raised again. In the socio-cultural field, 2011 was designated as
the years of Korea and India.
In 2015, Korea and India upgraded their relationship to “Special Strategic
Partnership.” The leaders of the two countries sought complementarity
between Act East Policy of India and Northeast Asia Peace and Cooperation
Initiative of Korea. They agreed to annualize a summit meeting on either
mutual visits or multilateral meetings. In addition, the 2+2 Strategic Dialogue
of foreign and defense vice-ministers was established. Economically, by June
2016, it was agreed to initiate negotiations to revise Korea-India CEPA and hold
the Korea-India CEO Forum to promote Korea-India business cooperation. An
agreement was reached in the social and cultural sectors to promote a project
to improve the monument to Empress Hur in Ayuda, India, and encourage
cultural exchange between the two countries. However, that remains more
aspiration than real, with the strategic content remaining thin with some
exceptions. With some success, the two countries have tried to broaden the
scope of bilateral cooperation, deepening security and defense exchanges. For
instance, a deal of a $US 650 million K9 VAJRA-T-155mm self-propelled
artillery gun was made with Korea (Prakash, 2018).

2-3. A Paradigm Shift in Bilateral Relations: From Periphery to Core
(2017- )
In 2017 the Moon Jae-in government launched the New Southern Policy
to upgrade the relations with ASEAN and India to the level of those with the
four major powers surrounding the Korean Peninsula in order to pursue a more
balanced foreign policy amid U.S.-China competition. On his trip to Southeast
Asia in November 2017, President Moon promoted the New Southern Policy
in earnest by announcing the ‘Korea-ASEAN Future Community Initiative.’
Korea’s New Southern Policy proposes its core vision to build a peoplecentered community of peace and prosperity in the region through three pillars:
People, Prosperity, and Peace. Seoul aims to overcome vulnerability or risk
resulting from excessive dependence on a particular country or region by
diversifying Korea’s diplomatic and economic relations through the
implementation of the New Southern Policy. The Korean government intends
to seek more balanced diplomacy by breaking from its overdependence on the
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existing four strong powers around the Korean Peninsula and strengthening
cooperative relations with other regional countries. In addition, Korea, as a
middle power, seeks to expand the role of a responsible regional stakeholder
through existing regional cooperation mechanisms such as ASEAN+3, ASEAN
Regional Forum (ARF), East Asia Summit (EAS), ADMM+ (ASEAN Defense
Ministers’ Meeting Plus) for regional integration and cooperation in Asia.
After the New Southern Policy implementation, Korea-India relations
reached a significant turning point in many aspects compared to past bilateral
ties. The importance of India was reflected in Korea’s foreign policy. Amid
growing uncertainty and risks from weakening multilateralism and intensifying
US-China strategic competition in the international order, India has been
recognized as a “central pillar” in Seoul’s diplomatic and economic portfolios.
India, which has a high economic growth rate (6-7%) and the world’s secondlargest population, is an indispensable choice for Korea seeking mid-and longterm partners for economic prosperity.
The Korean government has tried various efforts to establish a new
milestone in its relations with India. Based on these attempts, Korea stepped
up the institutionalization to build a future-oriented and special strategic
partnership.
First, Korea initiated an independent policy solely considering India in its
foreign policy initiative. Korea-India relations, overshadowed by North Korea
and the Korean Peninsula, had always been secondary to diplomacy centered
on the four neighboring great powers. India is now as important as the four
major countries. Second, President Moon sent a special envoy to India
immediately after taking office for the first time in Korean history, emphasizing
upgrading Korea’s relations with India to the level of those with the four
neighboring powers. Third, Korea and India regularized their leaders’ visits,
raising bilateral relations in a political aspect. The two countries gathered
strong momentum for the development of bilateral relations by strengthening
top-down style cooperation. Fourth, Korea created the Presidential Committee
on New Southern Policy as a pan-government control tower to implement the
New Southern Policy and coordinate various programs and initiatives.
Through the 2018 bilateral summit, Korea and India set the stage for a
critical opportunity to share a common vision for building a future-oriented
strategic partnership. The two countries defined Korea-India relations as
building “a partnership for the future,” suggesting a future-oriented direction
of mutual cooperation. It was intended to present a model of collaboration
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among middle powers that could contribute to the stability and prosperity of
the world in the 21st century. In particular, the two countries shared the future
vision of leading the 21st century in response to the Fourth Industrial Revolution
for co-prosperity. They decided to establish a cooperative relationship in future
leading industries such as AI, IoT, self-driving cars, and health care.
Seoul and New Delhi promised to establish a roadmap for defense
cooperation in 2018. Korea and India agreed to initiate a roadmap for defense
manufacturing in India. Indian company Larsen and Toubro (L&T) and
Korean counterpart Hanwha Corporation had signed a technology transfer
agreement to deliver K9 Vajra self-propelled howitzer for the Indian Army.
The Korean company has exported 100 artillery guns to the Indian Army.
Defense ministers of the two countries acknowledged that the “bilateral
defense cooperation had broadened significantly in scale and scope across TriService as well as agencies dealing with defense technology and industry”
(Sagar, 2021).
Table 1. Korea’s Foreign Policy and Korea-India Partnership
Administration

Foreign Policy

Partnership

Roh Tae-woo
Kim Young-sam

Northern Policy
New Diplomacy/Globalization
Peace on the Korean
Peninsula/Sunshine Policy

Future-Oriented Partnership

Kim Dae-joong
Roh Moo-hyun
Lee Myung-bak
Park Geun-hye
Moon Jae-in

Era of Peace and Prosperity in
Northeast Asia
New Asia Initiative
Northeast Asia Peace and
Cooperation Initiative
Northeast Asia Plus
Community/New Southern
Policy

Long-Term Cooperative
Partnership for Peace and
Prosperity
Strategic Partnership
Special Strategic Partnership
Special Strategic Partnership
with ‘Vision for People,
Prosperity, Peace and Future’

Source: Cho (2018); Kim (2018).

In February 2020, Korean and Indian defense ministers reached a final
agreement. Korea and India prepared guidelines for the development of
significant defense cooperation, including ground, sea, aviation, R&D tests,
and certification. In addition, the Indian government decided to provide
various deregulation and policy support under the ‘Make-in-India’ policy
when Korean defense companies would enter India’s market. Thus, Korea and
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India opened the possibility and synergy of security cooperation through
strengthening defense cooperation.
Table 2. Korea-India’s “A Vision for People, Prosperity, Peace and our Future”
Item
Strategic
vision

People

Major content
 Working towards fostering a future-oriented partnership for People,
Prosperity and Peace
 Korea, an indispensable partner in India’s Act East Policy; India, a
central pillar of Korea’s New Southern Policy
 Regular high-level exchanges and leadership-level contact
 Cultural and historical linkages between the Korean and the Indian
people
 Closer people-to-people ties through youth exchange programs,
internships and facilitation of tourism and business through the
simplified visa procedure
 A shared heritage – upgrading the monument of Queen Hur Hwang-ok
in Ayodhya

 Partnership in India’s flagship initiative – ‘Make in India,’ ‘Skill India,’
‘Digital India,’ ‘Start-up India’ and ‘Smart Cities’
Prosperity  Expanding bilateral trade, the early conclusion of ongoing negotiations
to upgrade the CEPA
 Raising bilateral trade to US$ 50 billion by 2030

Peace

 Military exchanges, training and experience-sharing, R&D, defense
industry cooperation
 Reaffirming the importance of freedom of navigation and overflight,
unimpeded lawful commerce
 Foreign Ministers, the Vice Ministerial 2+2 dialogue, NSC dialogue
 Korea’s noting of India’s inclusive and cooperative vision for the IndoPacific region
 Complete denuclearization, lasting peace and stability in the Korean
Peninsula
 India’s membership to the Nuclear Suppliers Group

Future

 Development of technologies for symbiotic development – renewable
energy, material science, robotics, engineering and health sciences
 establishing ‘Korea-India Future Strategy Group’ and ‘India-Korea
center for Research and Innovation Cooperation’
 Shared vision – a cornerstone for a new era of Korea-India Special
Strategic Partnership

Source: Cho (2018), Korea Herald (2018).
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3. Seoul-New Delhi: Converging Strategic Interests in the IndoPacific
3-1. Evaluating Current Relations
In the early days of the New Southern Policy, Korea sought to transform
its special strategic partnership with India into a more practical and futureoriented one. Korea and India have made some progress in bilateral cooperation.
But strategic and security partnership remains insufficient. Economically, the
CEPA revision negotiations, a key pillar of Korea-India economic cooperation,
have yet to be finalized. Still, they are expected to be concluded as soon as
possible, given that negotiations are currently underway and the two countries’
willingness to reach an agreement. There are still challenges, such as
technology transfer in defense cooperation. Still, it is expected to make some
progress in the near future as the two countries finally agreed on a detailed
defense cooperation roadmap and agreed on cooperation to strengthen defense
cooperation through the Korea-India defense ministers’ dialogues on February
2020 and April 2021.
Contrary to expectations, Korea has tended to strengthen its relations with
ASEAN, while its interest and engagement in India have been relatively
marginalized. India gave priority to strategic partnerships centered on informal
collaborative platforms such as the Quad. It has more tilted to the United States
primarily because of the Doklam standoff in 2017 and the border dispute with
China in 2020. In contrast, it is said that Korea has been reluctant to officially
endorse the Indo-Pacific Strategy. This difference in strategic perceptions in
Indo-Pacific seems to slow the development of a future-oriented strategic
partnership between Korea and India.
Above all, due to the spread of the COVID-19 pandemic, the world is
working hard to prevent COVID-19 and distribute vaccines, seeking various
measures to improve economic resilience. In this situation, the number of
COVID-19 cases has increased rapidly in South Asia, including India. It is
expected that there will be many opportunities to push for health security
cooperation between Korea and India at a bilateral and multilateral level in
dealing with infectious diseases in the future.
However, despite the many opportunities for cooperation, Korea-India
relations still need strong momentum. Diplomatic and security ties between
the two countries are much weaker than the socio-cultural and economic
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exchanges. Korea and India need to be committed to greater strategic
convergence in the Indo-Pacific. Recently, Indian experts have been skeptical
about the possibility of closer strategic relations, pointing out that Korea has
shown little enthusiasm for strategic collaboration with India in the IndoPacific. (Dhawan 2020; John 2020). Professor Ranjit Kumar Dhawan of Delhi
University in India contends that Seoul did not make remarkable progress in
security and strategic cooperation with India regardless of the New Southern
Policy implementation. He emphasizes that Korea-India cooperation has been
largely dominated by economic and cultural cooperation. He even offers a
more negative outlook on the prospect of strategic cooperation in the sense
that the Korea-India relationship will not go forward beyond the current stage
for the time being. In addition, Dr. Jojin John of the Indian Council on World
Affairs (ICWA) of India describes that Korea engages the Indo-Pacific
without supporting the Indo-Pacific concept, maintaining strategic ambiguity.
Except for defense industry cooperation, it is not easy for Korea and India
to build a substantial relationship on security and strategic issues. It will be a
daunting challenge to explore ways to strengthen strategic cooperation. For
example, Korea and India established the foreign and defense 2+2 viceministerial dialogue in 2015 when leaders of the two countries upgraded the
bilateral relationship to a Special Strategic Partnership. President Moon and
Prime Minister Modi confirmed to bolster defense and strategic ties through
the 2+2 dialogue at the summit in July 2018. However, the two countries have
little made much progress than expected in stepping up strategic dialogue.
Therefore, in order to strengthen its strategic partnership cooperation with
India, Korea has to review its strategy for ASEAN and India in the New
Southern Policy dimension and consider India’s pivotal strategic role and
market potential in the Indo-Pacific.
According to the Pew Research Center Survey (Figure 1 and 2), 64% of
Korea’s respondents took a favorable view of India in 2018. Korean perspective
on India is more positive than other major Indo-Pacific countries such as the
United States and Japan. In addition, 48% of survey respondents in Korea
share similar perceptions to India’s role in world affairs with other major
countries in the sense that they believe that India is playing a bigger role in
international affairs than a decade ago. The results of the survey indicate that
there are no obstacles for Korea to strengthen cooperation with India, at least
at home. Many Koreans seem to understand the strategic importance of India.

The Role of a Korea-India Strategic Partnership in the Indo-Pacific

335

Figure 1. Regional countries’ view of India
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Source: “Global views of India,” Spring 2018 Global Attitude Survey, Pew Research Center
(2018).

Figure 2. The Role of India in the World
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3-2. Making a Responsible Middle Power Partnership
As Korea’s leading foreign policy, the New Southern Policy shares the
value of peace and co-prosperity along with India's Act East Policy, there will
be many opportunities to create synergy between two policies in the IndoPacific. In particular, Korea-India cooperation will be strengthened in the
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international community and multilateral bodies as the direction of cooperation
between the New Southern Policy, which emphasizes the construction of “a
well-being people-centered peace community,” and the Act East Policy, which
seeks “prosperity with regional countries for peace and stability in the region.”
While major countries such as the US, Japan, Australia, France, and other
EU countries have been pushing for close and active strategic cooperation with
India over the past few years, Korea’s strategic relations with India has been
relatively minimal. Seoul needs to recognize India’s geopolitical and
geoeconomic importance in the mid to long term and actively seek specific
cooperative measures to strengthen Korea-India strategic relations.
What can Korea and India do further bolster their strategic partnership?
What role does their strategic partnership can play in the Indo-Pacific region?
The four major opportunities are as follows:
First, Korea needs to consider the strategic importance of India different
from ASEAN in implementing the New Southern Policy. Korea’s cooperation
with India has not been significantly strengthened compared to its cooperation
with ASEAN. Unlike ASEAN, which consists of small and medium-sized
countries, India is recognized as a leading power in South Asia and the Indian
Ocean region. India also participates in the U.S.-led Indo-Pacific Strategy and
plays the role of a swing state in the Indo-Pacific by promoting cooperation
with China and Russia. Therefore, since there are different strategic goals
between India and ASEAN, which are influenced by the power politics of U.S.China competition, Korea needs to devise a differentiated strategy in its
strategic approach to ASEAN and India.
Second, both Korea and India institutionalize and expand dialogue
platforms for mutual cooperation and shared strategic visions in the IndoPacific. As Table 2 shows, India is cooperating with countries in the IndoPacific in various consultation mechanisms such as bilateral, trilateral,
quadrilateral, and multilateral formats. In particular, India and Japan have been
bolstering strategic cooperation, institutionalizing several trilateral dialogue
mechanisms – Japan-Australia-India (JAI), Australia-India-Indonesia (AII),
Australia-Japan-India (AJI) – in addition to the Quad. As middle power
alignments, the trilateral dialogue platforms provide an effective venue to
cooperate on common strategic interests in the Indo-Pacific, making three
partners collectively play a leading role in dealing with security and nonsecurity challenges in the Indo-Pacific.
Korea and India have also held the Korea-India-Japan trilateral dialogue
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at the Track II level for several years to share the understanding of the strategic
environment in the Indo-Pacific and explore constructive ways to promote
economic and security cooperation among the three countries. Korea National
Diplomatic Academy (KNDA), India’s Observer Research Foundation (ORF),
and the Japan Forum on International Relations (JFIR) have been doing the
trilateral partnership. 1 Korea and India have been convening the bilateral
strategic dialogue between the Institute of Foreign Affairs and National
Security (IFANS, KNDA) and the Indian Council on World Affairs (ICWA).
The IFANS of KNDA and Korea Institute for International Economic Policy
(KIEP) made an MOU with the ICWA and Research and Information System
for Developing Studies (RIS), establishing a new 2+2 policy dialogue for
further deepening security and economic cooperation between Korea and
India.2 Institutionalizing and fortifying bilateral and minilateral dialogues –
with the current Korea-India 2+2 vice-ministerial dialogue and 2+2 ministerial
dialogue in the future – will make government-to-government engagements
more routine and manageable, and thereby help stregnthen the strategic
partnership. In addition, various trilateral platforms – such as Korea-US-India,
Korea-Australia-India, Korea-India-Indonesia – are possible according to
issues and shared interests among counties.
Third, Korea and India can also further coordinate and cooperate at
regional institutions and forums such as EAS, IORA, and so on. One way to
further deepen the Korea-India strategic partnership is to promote cooperation
in the Mekong region and the IORA for strategic convergence. The Mekong
development cooperation is being carried out individually through the KoreaMekong Cooperation and the Mekong-Ganga Cooperation initiatives. It is
expected that there will be more opportunities for producing synergetic effects
between the two initiatives based on each country’s comparative advantage in
the future. Among the specific areas where cooperation should be prioritized
are to ensure the resilience of post-Covid-19 supply chains, develop cooperation
on (advanced) technology and the blue economy, and enhance integrated
maritime domain awareness capacity.
To this end, not only measures for practical cooperation in the defense

1

2

Institute of Foreign Affairs and National Security(2020), “2020 ROK-India-Japan
Trilateral Dialogue.”
Institute of Foreign Affairs and National Security(2020), “Center for ASEAN-Indian
Studies, ROK-India MoU Signing Ceremony for IFANS·KIEP-ICWA·RIS 2+2 Dialogue.”
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sector and the blue sea operation, including maritime disaster rescue and joint
coastal security training, shall be actively sought, but also ways to create
synergy in various issues – such as trade, IT, automobiles, smart cities and
telecommunication technology, and global supply chain recovery – shall be
sought.
Table 3. India’s Multilateral and Minilateral Cooperation in the Indo-Pacific
Name

Members

Quad
(Quadrilateral Security Dialogue)

India, the US, Japan, Australia

BRICS

Brazil, Russia, India, China, South Africa

JAI

Japan, Australia, India

IIA

India, Indonesia, Australia

AJI

Australia, Japan, India

RIC

Russia, India, China

SCO
(Shanghai Cooperation
Organization)
Mekong Gaga Cooperation
India-ASEAN

India, Russia, China, Kazakhstan, Uzbekistan,
Tajikistan, Kyrgyzstan, Pakistan
India, Thailand, Vietnam, Cambodia, Laos,
Myanmar
India, ASEAN 10

EAS
(East Asia Summit)

India, Korea, ASEAN 10, Australia, Japan, the
US, New Zealand, China, Russia

IORA
(Indian Ocean Rim Association)

India, Comoros, Iran, Kenya, Madagascar,
Mauritius, Somalia, Mozambique, Oman,
Seychelles, South Africa, Tanzania, UAE, Yemen,
Bangladesh, Sri Lanka, Maldives, Australia,
Indonesia, Malaysia, Singapore, Thailand

BIMSTEC
(Bay of Bengal Initiative for
Multi-Sectoral Technical and
Economic Cooperation)

India, Thailand, Myanmar, Bangladesh, Sri Lanka,
Maldives, Bhutan, Nepal

SAARC
(South Asian Association for
Regional Cooperation)

India, Bangladesh, Sri Lanka, Maldives, Bhutan,
Nepal, Afghanistan, Pakistan

FIPIC
(Forum for India-Pacific Islands
Cooperation)

India, Cook Islands, Fiji, Kiribati, Marshall
Islands, Micronesia, Nauru, Niue, Samoa,
Solomon Islands, Palau, Papua New Guinea,
Tonga, Tuvalu, Vanuatu

Source: Jaishankar (2019).
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Fourth, the two countries can develop the Korea-India strategic partnership
into a middle power partnership that can contribute to stability and prosperity
in the Indo-Pacific region by cooperating on various emerging challenges,
rather than considering the strategic trajectory of India-Quad states’ partnership.
The Indo-Pacific region currently faces multiple non-traditional security and
non-military challenges, from climate change, natural disaster, and pandemics
to supply chain resilience, high-technology and digital transformation, and
infrastructure connectivity. In this case, it is necessary to consider the abovementioned bilateral, trilateral, and minilateral cooperation mechanisms in
various formats of partnerships. In this respect, Korea and India need to
consider developing the ‘Korea-India Future Strategy Group’ into a KoreaIndia middle power cooperation platform for strategic cooperation in security,
defense, technology, economy, and health. The leaders of Korea and India in
2018 established the ‘Korea-India Future Strategy Group.” In particular, nontraditional security is a promising area that presents ample opportunities for
cooperation between Korea, India, other middle powers, and the United States.
Some experts point out that Korea and India can play a greater role in
establishing peace and security in the region, promoting collaboration in
diverse issues – such as diversification of supply chain networks, digital sector
(ex. digital economy, 5G, smart cities and green innovation), infrastructure
development, and military technology (Panda 2020). This will provide a basis
for Korea’s soft landing on a traditional security partnership if necessary.

4. Conclusion
The Korea-India relationship has increased over the years. It serves as the
solid foundation for any further development of their ties. A new chapter has
been turned in their bilateral relations. During the state visit of Korea’s
President Moon Jae-in to New Delhi in 2018 and India’s Prime Minister
Narendra Modi’s return visit to Seoul in 2019, the two leaders agreed to
elevate their ties to a new height, promising to reinforce a future-oriented
Special Strategic Partnership. In this context, Seoul and New Delhi share
common interests in maintaining a rules-based inclusive international order to
prevent regional stability and prosperity from being hurt by the changing
strategic environment in the Indo-Pacific, as mentioned at the 2018 summit.
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In this light, strengthening the strategic partnership between Korea and India
will help form an inclusive multilateralism in the region that can offset the
impact of U.S.-China strategic competition.
Through the link between the New Southern Policy and the Act East
Policy, the new cooperative platform has reflected the solid and extensive
growth in the Seoul-New Delhi strategic partnership and presented the right
direction for future bilateral strategic relations. The two countries must move
toward the next step in their relations, responding to a changing strategic
environment in the Indo-Pacific based on their growing shared strategic
interests and trust among the leaders. Seoul and New Delhi now will have to
take stronger action to strengthen bilateral cooperation, regional stability, and
prosperity in a broader sense. The solid strategic partnership will not only bring
common interests to the two countries but will also contribute significantly to
promoting regionalism through ASEAN centrality and strengthening resilience
in response to Covid-19 in the Indo-Pacific. The Korea-India middle-power
partnership will also play a leading role in responding promptly to global
challenges when the United States and China are entangled in the strategic
competition. For instance, Korea and India can serve as responsible middle
powers, working together to build infrastructure in the Mekong region and to
improve connectivity in the Indian Ocean region. They can also contribute to
enhancing maritime domain awareness capabilities and developing the blue
economy in the Indian Ocean within the IORA multilateral platform, leading
the leadership of high technology, cybersecurity, health, and vaccines. These
efforts must upgrade the Korea-India strategic partnership beyond bilateral to
regional and even global levels.
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1. Introduction
Last year was a very difficult one for the world because of the Corona
pandemic. So has 2021 been so far. Nations have had to face very challenging
times financially as well as in general governance. So it is only natural that
countries have put their relations with other countries on the back burner.
India and the Republic of Korea (hereinafter, Korea) have not been an
exception. Their relations, too, have not seen any great progress during this
period. However, it is hoped that once this crisis abates, relations will either
continue on the paths carved out by the two nations prior to the pandemic or
take new enhanced forms that could benefit both.
Korea and India have had good relations historically. They are not
competitors in any field. In fact, their economies complement each other. Their
strategic interests, too, coincide in many areas and they have signed many
agreements that could benefit the two. Yet, the relations have not flourished to
the extent possible. This is a matter of some concern because both stand to
gain from more robust relations with each other.
This paper seeks, firstly, to understand the reasons and see whether
furthering the social and cultural understanding of each other could enhance it.
Furthermore, it examines whether Korea could capitalize on this aspect under
its current administration’s New Southern Policy while India does so on its
Act East Policy.
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President Moon Jae-in’s New Southern Policy’s (henceforth Moon, and
NSP) target ASEAN members and India, and one of its objectives is to connect
‘people to people and minds to minds’ (Presidential Committee, 2017). He
hopes to achieve this objective by one of his strategic initiatives of promoting
cultural exchanges utilizing Hallyu content (The Korea Times, November 12,
2017).
Similarly, Prime Minister Narendra Modi’s (henceforth Modi) Act East
Policy, which was an extension of former Prime Minister Narasimha Rao’s
Look East Policy, also aimed to improve, besides the economic and strategic
relations, the cultural relations with the countries of the vast Asia Pacific
region (Kesavan, 2020). This region includes the countries of South East Asia
and East Asia.
If Hallyu is one of the tools to promote cultural relations and is defined
by the Korea Tourism Organisation, as “a favourite phenomenon of Korean
culture abroad,” we must ask what the phenomenon of Hallyu prevalent in
India is. That is, how successful has it been, and is it sustainable for bringing
the two nations closer? This paper seeks to address these and some related issues.
It uses the theoretical premise built by some scholars like Yaqing (2018),
who take a non-western approach to international theories and claim that a
cultural approach to international relations is equally important. The methodology
adopted for the study is a descriptive-analytical one.

2. India-Korea Cultural Diplomacy
Cultural diplomacy is rightly called ‘soft power’ diplomacy, and unlike
economic and military diplomacy, which are seen as ‘hard power’ diplomacy,
it strives beyond just the nations’ self-interest (Ang, Isar, and Mar, 2015).
Cultural diplomacy is also more enduring and furthermore, also helps in
furthering the nation’s foreign policy objectives (Mahapatra, 2016).
However, cultural diplomacy is non-quantifiable and hence difficult to
measure the extent of its success. The main yardstick for measuring it remains
tourism indices. Though the statistics of tourism between India and Korea
have shown a substantial rise in the past 15 years, this increase is not to the
extent of their latent potential.
Both India and Korea have been non-warring nations that have relied
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more on their cultural assets to further their relations with other countries,
though Korea has also relied a great deal on its economic strengths. However,
since the early 2000, Korean cultural assets have made such great inroads into
a number of countries, including India, that this phenomenon came to be
known as Hallyu or Korean Wave.
In this context, it is worth noting that a lot has been already said about the
historical, political, and contemporary economic relations between India and
Korea (Tayal, 2014; Kathuria and Joshi, 2014; Singh, 2014; Panda, 2020, and
others).The legend of the Ayodhya princess having gone to the ancient Gaya
Kingdom in the Kimhae/Gimhae region of Korea, in the first century C.E. and
having married a Korean king Kim Suro, is quite well-known to at least those
Indians who have had anything at all to do with Korea. It has been repeated
and popularized by the Korean government and mouthed by many Indian
scholars and government officials dealing with Korea.
This has certainly helped in evoking feelings of bonhomie between the
two countries because of the possibility of a shared bloodline. The tombstone
for the Indian ancestor princess, erected and maintained at Ayodhya by the
Karak/Garak clan of Korea who claims common lineage, has become symbolic
for both sides.
The impact of Indian national figures like Gurudev Rabindranath Tagore,
Pandit Jawaharlal Nehru, and Mahatma Gandhi on the Korean masses during
the difficult phase of their colonial period or the role of the Indian government
and the medical unit during and after the Korean War are highlighted time and
again by the Koreans whenever the occasion arises.
All this notwithstanding, the economic relations, which are the mainstay
of the relations between the two countries that are so culturally apart, continue
to be tiny. Neither the Comprehensive Economic Partnership Agreement
(CEPA) signed in 2009 and implemented in 2010, nor the “Strategic Partnership”
agreement entered into during the Manmohan Singh and Park Geun Hye
governments, or even the enhanced version of it as “Special Strategic Partnership”
entered into by the current Modi and Moon administrations, have been able to
make any perceptible dent in the trade relations between the two.
But tourism trends show a great increase, and there is greater curiosity
generated about each other amongst the people. This assumption is made
seeing the number of young Koreans participating in the celebrations of Holi
and Diwali festivals, or adorning Henna designs on their hands and feet, or
wearing bangles. These have become very popular amongst the Korean youth.
Promoting Korea-India Mutual Understanding: Social and Cultural Aspects

347

Similarly, so have Korean food, Korean cosmetics, Korean fashion, and Korean
language become popular amongst the youth in India.
This is borne out by the fact that for a recent discussion on these
conducted online in India titled “The Rising Korean Wave in India” there were
more than 1600 participants who had registered and many more who watched
the YouTube streaming of the program.1 This itself bears testimony to the title
of the discussion. The Korean Essay and quiz contests held by Korean Culture
Centre India (KCCI) for school children, and the K-pop contest for the general
public has also gained popularity and has seen a steady rise.
This is over and above the tsunami-like surge in the number of the Indian
‘Army’ (Adorable Representative M.C. of Youth) members, who represent
the fan club of the Korean Pop group, the BTS. These are growing at an
astronomical speed and are taking the Indians by surprise.
So what role have the two governments played in promoting this
phenomenon in the two countries?

3. Role of the Governments
The Swami Vivekananda Culture Centre (SVCC) in Seoul and the KCCI
in New Delhi, run under the aegis of the Embassies in the two countries, have
been great agencies of cultural diplomacy. They function as autonomous units
but are supported by the governments, and their activities have branched out
into various arenas, including conducting some of the above-mentioned activities.
It was the Korean government that was one of the first to realize the
importance of culture as a tool for nation branding. Having overcome the
hardships of the Korean War and rehabilitated itself and its citizens through
sheer grit, determination, and hard work and placed its economy on a firm
footing, the government turned its attention to promoting the country.
Unlike what was happening in most of the other countries in the postCold War era, Korea did it differently. The big powers, realizing the importance
and usefulness of soft power, set up cultural institutes like the Confucius

1

Korean Tourism Organisation and The Hindu newspaper organization had jointly held
the webinar titled “An online discussion on The Rising Korean Wave in India And how
it will influence post-pandemic travel to South Korea” on April 22, 2021.

348

The New Southern Policy Plus: Progress and Way Forward

Academy; established foreign exchange programs; created radio and TV
broadcasting stations, etc. (Manor and Golan, 2020). On the other hand, Korea
focused on cultural soft products like Korean TV serials, films, and pop music.
It decided to use these as tools when these had started gaining popularity in East
Asian countries. Enhancing Korea’s competitiveness started from Kim DaeJung era (1998-2003) and was adopted as a designated policy of national
branding that was handled by the President’s office from President Lee
Myung-bak’s period (2008) onwards.
The Korean government thus demolished the concept that culture is
“inherently deficit making” or that “culture relies on public subsidies, voluntary
contributions, and philanthropy to compensate lacking revenue” (Anheier,
2020). It was able to do this by systematically making the export of culture
part of its foreign policy. Hallyu was born. The government set up the “cultural
industry” office in 1995 with Five-year plans and created cultural industry
departments in various local universities. The budget allocation for investment
in the R&D for promoting Hallyu was well underway. By early 2000 the
Ministry of Strategy and Finance joined hands with the Korea Development
Institute (KDI), with the former providing the finance for the research conducted
by the latter.
Thus a well-established system and strategy of research and knowledge
sharing program got underway for its promotion. In 2010 cultural diplomacy
became part of Korea’s Public Diplomacy, and in 2016 the Public Diplomacy
Act was passed. Amongst its various objectives, two major ones were – 1) to
share Korean culture and 2) to deepen foreign understanding of Korea
(Maximilian, 2021). By 2014 or so, the Korea Foundation for International
Culture Exchange (KOFICE), a wing of Korean Public Diplomacy, started
publishing Korean Wave White paper that reported on the impact of Korean
Wave in each country.
When so much thought, planning and execution had gone into it there was
no reason for such a program to fail. The contribution of the culture industry
to the national GDP started bearing results by 2012-13. Their contribution that
was USD 1.8 billion in 2008, had risen to USD 5 billion by 2012 and stood at
USD 9.5 billion by 2018. Korea’s ranking in the global soft power ordering
also rose during this period. From the 31st position in 2008, it had risen to the
11th position by 2012 and maintains that position even now (Brand Finance,
2021).
The efforts at Korea’s global branding proved effective, bringing about
Promoting Korea-India Mutual Understanding: Social and Cultural Aspects
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the competitive advantage to their economic products as well (Lee, 2011;
Chang and Lee, 2017). The government started allocating substantial sums in
the budget for this purpose and also incentivized educational institutions and
Research foundations to promote this aspect by providing them funding.
The Indian government, too, had early on understood the importance of
promoting its culture and had set up the Indian Council for Cultural Relations
(ICCR). Funds were allocated for inviting scholars from other countries
interested in researching Indian culture and for Indian scholars to travel abroad
to teach the Indian language and culture. The Society for the Promotion of
Indian Music and Culture Among Youth (SPICMACAY) was also founded in
1977 as a non-profit, voluntary organization but gained a life of its own more
in the recent couple of decades.
However, it is more under the current administration of Prime Minister
Narendra Modi that India’s branding seems more focused regardless of its
political objectives. His Ek Bharat Shreshta Bharat (One India, Great India)
program for national integration or the Yoga Centers he set up all over the
world are cases in point. The SVCC in Seoul has also started doing creditable
work in organizing a number of lecture series, symposiums, celebrations, and
cultural programs. The now ongoing ‘Mystic Music Series’ organized in
association with SPICMACAY is also very popular among the youth and has
hundreds attending online as it gives the Korean and Indian researchers and
students not only an opportunity but also a common platform to interact.
The budget allocation for the Ministry of Culture has also been enhanced.
Recently the Finance Minister, Nirmala Sitharaman announced an allocation
of INR 3,150 crores (USD 470 million) in the 2020-2021 budget (The Economic
Times, Feb.1, 2020). This is approximately a 36 percent increase over the 20132014 budget allocation. However, the budget outlay reports of the Ministry of
Culture of the Government of India is a monolithic document from which it is
difficult to decipher how much exactly is the amount spent on the promotion
of culture abroad. It includes a budget allocation for tangible resources like
National Museum, Archeological Survey of India, National Mission for
Manuscripts etc; intangible resources like the Sahitya Academy (for literature),
Sangeet Natak Academy(for dance and music), Lalit Kala Academy(for fine
art), National School of Drama etc.; and then for knowledge resource like the
National Archives, Anthropological Survey of India etc. India is such a huge
country that has many of these academies and institutions scattered all over
the nation, and the budget needs to be allocated to each. So it is difficult to
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preen out or even assess the required information.
However, not being basically an export-oriented country, India is not
known to have paid too much attention to exporting culture, either. Most of
the budget is for conserving, preserving, maintaining our heritage, and perhaps
researching new undiscovered aspects of Indian culture. Therefore, there is
certainly a lot of scope on India’s part to think on the aspect of promoting its
culture abroad. This should now be quite acceptable too to the Modi
government. Meanwhile, though some reforms have been undertaken in order
to increase tourism into India, there is much scope for improvements and
promotion in this sector too.

A brief unwelcome hiatus
Relations between the two countries, which had started to pick up because
of the Korean investments in India in the 1990s, began to flounder when the
POSCO initiative in India began to flail. When the Korean government came
with the proposal of an investment of USD 12 billion under this project, the
Indian government had readily accepted it. For the Koreans, it had carried
visions of opening up a market of 1.2 billion people. There was a feeling of
bonhomie between the two countries. However, India could not keep its side
of the deal because of various internal political issues. The failure of this
project was a big disappointment to the Koreans, the aftereffects of which were
felt for many years later.
However, the Lee Myung-bak and Manmohan Singh governments soon
picked up the threads and signed the CEPA in 2009. This again saw an initial
rise in trade between the two countries but did not bear the kind of results it
had promised. A major reason was the absence of “ease of doing business”
with India. The Modi government has since carried out a lot of reforms and
many of the issues have been addressed. These reforms were required for
Modi to realize his “Make in India” dream.
However, returning to the cultural relations between the two countries, an
earlier study conducted around 2013-14 to understand the cultural aspects of
reasons for the not so robust relations revealed the following. The cultural
differences were a major reason for the misunderstandings arising between the
Indians and Koreans in workplaces (Raghavan, 2014). Again, a lot of ground
has been covered by the people of the two countries since then, but it can still
be safely generalized that not all differences have vanished. For that to happen
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there has to be more and more people to people exchanges between the two
countries. Hallyu could become a major driver for this. A look at the history
of Hallyu in India before studying its current status and effect would be in
place here.

4. Hallyu in India
Hallyu, a term coined for Korean Wave in the early 2000s by a Chinese
journalist, started making inroads first into the Northeastern state of Manipur
in India in the late 1990s. Easy access to pirated DVDs of Korean films from
across the border - China was a major reason for this. When in 2000, the
Revolutionary People’s Front of Manipur banned Indian films and Doordarshan
TV channel from broadcasting, these offered a very good alternative and rose
tremendously in popularity because they resonated very well with the locals.
The cost of these pirated DVDs was very low and affordable for the masses.
Lending libraries mushroomed everywhere for quick business, making
accessibility that much easier. From Manipur, it spread to other Northeastern
states but on a smaller scale. Korea was quick to grab the opportunity and
negotiated with the Indian authorities for slots to telecast Korean serials even
after the ban was removed. Arirang TV, in any case, had become very popular
even earlier as it was easily accessible from China. The Nagaland Task Force
for Music and Arts’ tryst with K-pop started as early as 2008 (Verma, 2021).
But, Hallyu in the early years remained confined to the Northeast, and the rest
of India remained unaffected.
A study on the status of Hallyu in India conducted in 2008 revealed that
Korean cultural products had had very little impact on the rest of India despite
the large investments by Samsung, LG, and Hyundai. The researchers found
that the only form of Korean culture that had made inroads into the south of
India was the work culture. The study concluded that the meaning of Korean
wave in India would have to be broad-based and include not only cultural
products but also other aspects like work culture, way of thinking, values and
priorities (Raghavan and Kim, 2012).
This has now changed dramatically, and there has been a near 180 degrees
turnaround. Hallyu has spread all over India and has come to hold the same
meaning within India as elsewhere in the world. It started with Psy’s Kangnam/

352

The New Southern Policy Plus: Progress and Way Forward

Gangnam style song and dance fever around 2012, and the worldwide craze for
K-pop groups started impacting the youth in India too.

Reasons for Hallyu’s success and its current status
The reason for their success largely was because Netflix and Amazon
prime had made it accessible to the people. Like any infection, this too spread
very fast when it got mentioned on Twitter, and other social media handles by
some of the fans. This came as a blessing at a time when people were confined
indoors and were willing to experiment with new things. The pandemic year
helped in cutting across generations of viewers. The confinement to homes too
helped to increase its viewership greatly. K-drama and K-pop saw an explosion
in India According to a report, Netflix India claimed a 370 percent rise in
viewership of K-drama in 2020 compared to 2019 (The Economic Times,
November 17, 2020; The Indian Express, February 28, 2021).
The fact that these serials are so well packaged made the first-time
viewers addicted to them. The words of an Indian fan of K-drama when she
says, “It takes you in: the culture, the lifestyle, the similarities it bears to our
values in India, and finally, the dreaminess of it all,” sums it all up (Chabba,
2021). Like in Bollywood films, the romantic themes appealed to the youth.
In India, where the youth comprises about 19 percentage of the vast 1.3 billion
people and where smartphones and internet penetration was beginning to
happen, and where there was this kind of exposure, there was bound to be a
huge explosion in viewership. The Koreans are rarely known to miss their
calculations.
K-drama also brought exposure to many aspects of K-culture, like K-food,
K- fashion, K-cosmetics, and K-language. The Korean cuisine seemed a good
variation from the ubiquitous Chinese one to experiment with. Unlike Chinese
food, which is still very popular, Korean dishes promised healthy, immunityboosting property that appealed greatly to the conscious and elite palate of the
connoisseurs. The fermented Kimchi with its “sour, tangy and spicy” taste
along with the above-mentioned property made it very attractive both as a
pickle as well as a salad. It found its place in the salad bar of restaurants. People
got familiar with the name and its association with Korea. This was the best
form of ‘acculturation’ to Korean culture. Gradually, packaged Korean food
items like varieties of Ramyun with vegetarian options, seaweed, Gochujang,
Kimchi etc., started appearing in malls and specialty shops. Korean restaurants,
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too, started mushrooming.
The Korean restaurant at KCCI became very popular with the youngsters
for its variety of Korean fare at a reasonable price and as a good meeting place.
The venue for the target customers was a well-thought-out strategy. By word
of mouth, the Korean language courses being taught there also became popular,
and their enrolment figures for the part-time courses showed a tremendous
jump in a short period of time. So much so that they are now forced to look
for a larger venue to shift to. While the pandemic has put paid to that, it has
also made it possible for KCCI to meet the increased demand through online
teaching. One unexpected fall-out of the pandemic has been the increased
demand for K-dramas and online Korean language courses.
The Korean Language and Studies departments had been added to
Universities and colleges that could accommodate these since the early 2000s,
though Jawaharlal Nehru University had started these courses way back in the
1970s. However, they also saw a rise in enrolment numbers only by the late
1990s when the Korean investments in India started picking up. There are
approximately 15 universities and colleges all over India where the language
is taught and many more private institutes. However, the demand for the
language, even until 2013 or so, was mainly for the job opportunities it
promised as also for the scholarships offered by the Korean government and
firms. The latter were both in the form of monetary rewards to meritorious
students and also opportunities for going to Korea for higher studies, and
hence very attractive.
It was the second wave of Hallyu, called Hallyu 2.0, that really saw a
boost in India around 2012-2013 onwards. The new digital technology that
Korea had made a breakthrough in, the enhanced bandwidth, and the internet
penetration that had started in Korea around 2007-2008 started happening in
India a few years later. When it did, social media became a fount of information
about the latest K-pop music and K-dramas for the fans. It caught on like the
forest fires, and there was no stopping.
Since K-pop became a hit, fans wanted to learn the language to
understand the lyrics of their favorite K-pop artists’ songs and understand the
dialogue in K-dramas. The huge rise in the quest for knowing everything about
the Korean artists and Korean culture can be judged by the number of articles
that have started popping up in the search engines like ‘Google India’. This
was truly Korean, for Korean sake.
Private Korean language institutes, too, started sprouting as it became a
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lucrative business. Online classes made it convenient for distant learners to
join. The KCCI introduced the Korean language for the masses through the
Indira Gandhi National Open University (IGNOU) distant learning portal in
2018. The year-on-year increase in demand for Korean courses has taken even
IGNOU by surprise. It saw 908 students enroll even in the first year of the
course, while other popular courses like even French had only 446 enrolments.2
As for K-fashion, the fashion styles of the star-studded hero and heroines
of the K-dramas became a craze amongst the youngsters. It is true that K pop
artists adorn the fashion in each country bearing in mind the culture of that
country. But K-fashion by itself is a big hit, especially in the cosmopolitan
cities. K-beauty and K-cosmetics are also becoming popular. An online
shopping portal for these called “The Isle of Skin” has seen a big boost in sales,
according to the owner, who also participated in the online discussion held
recently by KTO.
When the pandemic abates, there is likely to be a boost in the number of
young tourists from India visiting Korea to directly partake in the Hallyu
experience. The favorite Hallyu spots, products including clothes, footwear,
cosmetics patronized by their favorite artists will be sought out. Hallyu tourism,
like medical tourism to Korea, is sure to see a boom.
The sense now in India is that it is no longer just a wave but has become
a ‘Tsunami’. The fans have now become part of the trans-culture audience
around the world and are in sync with the international fans of K-pop and Kdrama. While the pandemic closed borders for travel and trade but it certainly
opened it up for online global interaction.
However, the pandemic is a time-bound crisis, and waves also have
periods of waxing and waning. How high is the amplitude of the Hallyu wave
going to be? In other words, how long will it take for the wave to reach its
peak? Will its fall be just as dramatic, or will the Korean government be able
to control its decline and make it gradual and reduce the impact because a
wave must fall even if it is a Tsunami. Also, will the wave rise again, and if so,
in what form? In short, can the Korean government and the production
companies sustain the wave? We shall have to wait and see.

2

Source: Shivaji Bhaskar, Program Coordinator, Certificate in Korean Language and
Culture Program (CKLC), School of Foreign Languages (SOFL), IGNOU.
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5. Way Forward
Soft power is said to be “getting other states to want what you want” (Nye,
1990). If so, how successfully will the Korean government be able to wield
this soft power through its cultural products? Can President Moon’s NSP in
some way help to sustain this demand in India too?
The basic target for the Korean government would be to keep Korean
culture relevant by increasing the people-to-people exchanges. Some ways of
doing it would be through enhanced academic exchanges, increased tourism,
and holding cultural programs. Regarding the exchange of cultural programs,
organizations like the SVCC in Korea, KCCI in India, SPICMACAY, the
Embassies, and other private associations are already doing good work. With
regard to academic scholarships, the Korean Government has recently enhanced
the numbers for India greatly. Even until a few years ago, the allocation of
seats for India was very disproportionate to the size of the country. The slack
in economic trade between the two countries seems to have been an impeding
factor then. However, with increased investments and exchanges, the disparity
that existed in the number of scholarships to Indians vis-a-vis those to
candidates from other big economies like China, Japan, the US etc., seems to
have been greatly narrowed. For instance, the seats allotted through government
scholarships for Engineering, Science, IT, Agriculture, and other courses for
students from India is now 22 (Sarthi, 2021), whereas even a few years earlier,
it was just 5-6.
Unlike its relations with its neighbouring countries, China and Japan,
where every aspect of it, be it tourism or people-to-people exchanges, is
contingent as much on good strategic relations as on good economic relations,
may not be the case with India. This was evidenced, in the case of China, with
the THAAD deployment issue, and with Japan on the court verdict regarding
payment of compensation for the ‘Comfort Women.’ But Korea’s relations
with India are neither marred by any conflict of interests or by bad historical
memories. Even if differences arise between the two on global issues such as
China’s Belt Road Initiative, these are minor and negligible. They are not large
enough to affect people-to-people exchanges or economic relations. On the
other hand, despite the geographical distance, Korea and India have shared
security concerns regarding the North Korean nuclear and missile program, its
proliferation, and all other related issues. These impact both equally. So there
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are only reasons to strengthen cooperation further.
That is why enhancing the budget allocation for promoting relations with
each other under the Moon’s NSP and Modi’s ‘Act East’ policy will only result
in a win-win situation for both. The Korean government’s budget allocation for
strengthening economic cooperation with ASEAN countries already shows an
increase from 1.8 billion won (approx. USD1.6 million) in 2020 to 5.23 billion
won (approx. USD 4.6 million) in 2021, i.e., nearly a three-fold increase. Its
overall budget for cultural diplomacy and international cooperation has also
grown from 31.5 billion won (approx. USD 28 million) to 39 billion won
(approx. USD 34.5 million) for the same period (MOFA, January 2021, pp.
23 and 27). Since the Moon government’s twin focus for his NSP is ASEAN
and India, one can expect a sizeable increase in budget for economic cooperation
and cultural diplomacy with India too.

5-1. Food and Tourism
The prediction of the likely trend in the post-pandemic period is that a lot
of the young Indians would like to visit Korea to experience Hallyu-related
tourism. In order to promote tourism amongst the Indians, the Korean
government has come to realize the importance of promoting and advertising
vegetarian food and its availability in Korea. This has to be further enhanced.
Though the percentage of pure vegetarians in India is only about 30
percent, the Koreans need to know that even the non-vegetarians are picky
about the kind of food they eat. Korea and, in fact, all countries of East Asia
are seen by Indians as countries that are quite adventurous in the kinds of meat
and seafood they eat. The Korean government needs to promote not only the
option for pure vegetarian food but also highlight its traditional fare of lightly
tempered greens, herbs, vegetables and beans; popularize their nutritional
value and their healthy ways of preparations. The country also has very healthy
and more conventional meat and seafood preparations that could be made
popular.
Tourism industries also need to be more discerning and aware of the
extreme fastidiousness of travellers. Various religions have various taboos.
For instance, beef is a complete no-no for the Hindus and pork for the Muslims.
Furthermore, just the way the Korean restaurants in India have grasped the
concept of “pollution” observed by Indians, the restaurants in Korea too could
be sensitized to it. Having some restaurants that serve pure vegetarian temple
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food would be a good option for such travellers.
The strategy of free entrance ticket that the Korean government has put in
place at Gyeongbuk Palace is an extremely good one. The entry is free for any
foreigner who enters wearing any item of Korean traditional clothing. These are
also made conveniently available at the entrance of the Palace. This tourist
spot has become extremely popular in Korea. This strategy amounts to killing
two birds with one stone. It not only increases the number of tourists visiting
the spot but also introduces Korea’s clothing culture subtly. Both governments
could replicate such innovative initiatives in some of the tourist places.
Indians also love the “service” products given away free while buying
any item in Korea. It’s like the ‘take one and get one free’ concept that is very
popular. Including some Hallyu-related products would be a good strategy as
these would boost the sale of items. The Indian government could also think
on those lines.

5-2. Art, music, and culture
The KCCI in Delhi, the InKo Centre in Chennai, and the SVCC in Seoul
are already doing tremendous work towards artistic and cultural exchanges.
They provide opportunities for cultural collaboration among artists by arranging
residency for them. They hold exhibitions of famous artists for exposure of
their work to even the casual visitors to the Centre. Eminent artists and scholars
also hold workshops and demo sessions. Thus a lot is happening already. But
is there some way these can be promoted further? Perhaps, art professionals in
the two countries could be consulted, if not inducted, for the outreach programs.
Their inputs would be more valuable than those of government officials with
little experience or expertise regarding feasibility and packaging.
Under the Act East Policy, the government in India could, firstly, increase
the budget allocation for cultural exchanges with Korea, too. The Indian
government is aware that Korea has a lot to offer for its ‘Make in India” project.
Korea also has much to offer for the Modi’s various schemes like ‘Digital
India’, ‘Skill India’ ‘Smart Cities’ etc. (Dhawan, 2020, p. 66). For this to
happen in any meaningful fashion, reforms of the kind initiated for “ease of
doing business” need to be taken further and implemented. Though the
pandemic has put paid to a number of projects, the initiative of forming ‘Korea
Plus’ for direct linking of Korean enterprises with the state governments of
India on a one-to-one basis is a good one. This should be replicated in the field
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of culture and sports too.

5-3. Sports and education
In the field of sports India could benefit from the lessons of arduous and
systematic training that Korean sportsmanship is capable of. India’s world
ranking badminton player P.V.Sindhu is one of the first to avail of this. Her
coach is Park Tae Sang, a Korean. She realizes his value in preparing her for
match-like situations despite the pandemic (The Hindu, May 16, 2021).
Similarly, other budding sportspersons could avail of valuable training from
Korean coaches who train for results. Korea, on the other hand, could gain
from yoga, pranayama and meditation training for its people who are under
constant pressure to perform and produce results in every field. A calm and
peaceful mind is known to bring forth more positive results.
In the field of education a worthwhile initiative by the Modi government
is India’s New Education Policy of 2020. It has recommended the inclusion of
Korean language education amongst the foreign language options for
secondary school students. This until now had been confined to only French,
German and Japanese. However, including Korean has been a good decision
taken under this government because it will not only provide job opportunities
for many of the graduates of Korean language in India but will also bring home
the Korean language and culture to a much greater extent. KCCI is in
discussion with the Central Board of Secondary Education (CBSE) in India
for the best ways to expand Korean Language Education in Indian schools in
2021. Having got the go-ahead from the government, CBSE now needs to
implement it as soon as possible.
One more thing that the Korean and Indian institutions need to do jointly
is for the former to run teachers’ training program to train the potential teachers
of the Korean language, and for the latter to enhance the remuneration paid to
teachers (IGNOU pays a paltry sum of approx. USD 15 per counseling session
of 90 minutes, now). If there aren’t enough qualified teachers to run the
courses, then the demand will die a natural death.
The increased demand for the language will also provide opportunities
for the development of not only Indianized but also localized textbooks and
online material highlighting the similarity and differences between the local
culture of that state and the Korean culture. There is no ‘one culture that fits
all states’ concept in India. There are variations in everything. Therefore, this
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exposure and opportunity are sure to open up wider areas for collaborative
research, too, making state-wise investments too easier.
Use of texts from K-dramas as teaching/learning resource for the language
and culture courses in institutions could be yet another way of making the
courses interesting and relevant to the times. Besides government funding,
funds could also be sought for such initiatives under the Corporate Social
Responsibility programs of companies in India and Korea. These are some
ways of sustaining the interest.
While Korea’s cultural diplomacy with China and Japan might not have
borne fruits for its political diplomacy, the same may not be true in the case of
India, as there are only pleasant historical memories between the two.
Secondly, while geographical location or strategic considerations may not be
the primary reason for the two countries wanting to cooperate but certainly
their economic complementarity and the benefits thereof could certainly be a
major reason. The soft power of culture could certainly be a means for taking
this forward.
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1. Introduction
ASEAN and the Republic of Korea (hereinafter, Korea) have developed
a good track record of partnership since 1989, but the New Southern Policy
(NSP) opened a new chapter for the ASEAN-Korea relations. For the first time
in its foreign relations history, Korea has set down a clear and comprehensive
vision for the ASEAN-Korea partnership. Deviating from the previously
economy-oriented cooperation, Korea was determined to deepen sociocultural exchanges and strengthen cooperation in building peace and stability
of the region. The NSP’s three pillars, which correspond to the three ASEAN
communities – Political-Security Community (APSC), Economic Community
(AEC) and Socio-Cultural Community (ASCC) – resonates well with
ASEAN political leaders, prompting them to hold the third ASEAN-ROK
Commemorative Summit in 2019.1 President Moon’s visit to all ASEAN
member states during the first half of his term illustrates the government’s
commitment to the elevation of the ASEAN-Korea ties to another level. More
importantly, against the pandemic crisis and changing environment in the
region, in 2020, Korea upgraded its NSP into the NSP Plus, which prioritizes
seven initiatives for further cooperation. The NSP Plus demonstrates Korea’s
will to sustain the initial momentum of the NSP initiative and strengthen its
* Associate
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relevance in addressing the new regional demands of the post-COVID 19 era.
The NSP and NSP Plus have set new milestones for the future ASEAN-Korea
Partnership. What remains to be seen, however, is to what extent the NSP has
met the demands of ASEAN countries and how sustainable the initiative will
be. Against this backdrop, this chapter examines the key achievements of the
NSP and discusses what challenges lie ahead in further enhancing ties with the
ASEAN.

2. Paving the Way for Mutual Prosperity
Of the so-called 3Ps (People, Prosperity, and Peace), the vision of a
“future community of Prosperity” focuses on economic cooperation between
ASEAN and Korea. Since President Moon Jae-in officially proclaimed the
NSP in 2017, the Korean government has planned and implemented a variety
of projects and initiatives aiming to achieve shared growth of the two parties
through the establishment of a presidential committee on the NSP.
In the 1st general meeting of the Committee on November 8, 2018, five
major initiatives were announced in the area of Prosperity towards the NSP’s
vision, “a people-centered community of peace and prosperity.” The initiatives
include: ① Laying institutional groundwork for promoting trade and investment,
② Actively participating in infrastructure development to promote connectivity
within the NSP partners’ region, ③ Supporting market expansion mutual
exchanges by SMEs and middle-market companies, ④ Pursuing new industry
and smart cooperation, and ⑤ Offering cooperation tailored to each NSP
partner country. The NSP was evolved into the NSP Plus in 2020 with seven
more functionally specified, categorized, and demand-based initiatives to
reflect the rapid changes of the global cooperative environment since the
outbreak of COVID-19. Out of these, the Prosperity-related initiatives are:
① Formation of mutually sustainable trade and investment base including
more bilateral FTAs, signing of RCEP agreement based on solidarity and
cooperation, ② Support for mutually beneficial development of farmingfishing communities, urban infrastructure including ASEAN smart cities,
roads, and ports as well as greater collaboration with maritime countries in
Southeast Asia, and ③ Cooperation in mutually beneficial areas of future
industries including enhanced cooperation toward a transition to the digital
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economy such as ICT, 5G, and startups.
Compared with the previous economic cooperation policies targeting the
NSP’s regional partners, the NSP stands out in that the Korean government
has explicitly aimed for bidirectional reciprocity away from its traditional
unidirectionality. According to ASEAN Stats, when comparing four-year
trade growth rates between 2013-2016 (pre-NSP) and 2017-2020 (post-NSP),
ASEAN’s export growth rate to Korea was 19.9%, and import growth rate was
24.1%, which is better than Japan and Taiwan in both exports and imports,
where Japan is -1.8% and 2.9%, and Taiwan is 11.7% and 20.8%. 2 In
particular, the fact that ASEAN’s export growth rate to Korea reached 19.9%
is an important achievement in that one of the main visions of the NSP is
mutual prosperity. Also, through the agreements of the RCEP (November
2020), the Korea-Indonesia CEPA (December 2020), the Korea-Cambodia
FTA (February 2021), and the Korea-Philippines FTA (October 2021), we can
evaluate that the level of economic cooperation between Korea and the
ASEAN Member States (AMSs) has taken a step forward. The foundation to
diversify global value chains (GVCs) in the future has also been consolidated.
Most of all, the signing of the RCEP, the world’s largest FTA, despite the
uncertain trade environment of a global economic crisis caused by the
COVID-19 pandemic and the rise of protectionism, has established a stronger
level of cooperation platform between the two economies, providing the
momentum to improve the cooperative environment in the region. Under this
new platform, firms on both sides will be able to improve the level of trade
norms through preparing for standard rules of origin. Yose Rizal Damuri at
CSIS also importantly emphasizes the economic relationship between Korea
and the AMSs, pointing out that the trade volume between the two parties has
remarkably grown since 2017, when the NSP was first announced.3 He also
places importance on stronger economic cooperation between the two
economies to facilitate their global production network and promote GVCs
and FDI diversification.
In strengthening infrastructure cooperation for promoting connectivity,
which is one of the major initiatives of the NSP and NSP Plus, it can be
positively evaluated that the Korean government has carried out important
projects through the establishment of cooperative channels with the AMSs. In
2
3

ASEANSTATS (accessed on October 4, 2021).
Damuri (2021).
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August 2018, the Korean government established KIND (the Korea Overseas
Infrastructure and Urban Development Corporation) in the region. KIND
aimed to actively support all the phases of Korea’s global public-private
partnership (PPP) infrastructure cooperation, from identifying business
projects to development finance support and direct investment regarding
infrastructure construction. The global Plant, Infrastructure, Smart City (PIS)
Fund of approximately 1 billion USD and Global Infrastructure Fund Five
(GIF V) of approximately 100 million USD also were created in order to
provide financial support for infrastructure and urban development projects of
Korean firms in the ASEAN countries. Both Funds are actively exploring
implementable construction projects in transportation, energy, city development,
etc., in the region. Also, the Korean government and ASEAN find more
cooperation opportunities in implementing MPAC (Master Plan on ASEAN
Connectivity) 2025 through both PPP and ODA (Official Development
Assistance) projects in Thailand, Indonesia, Vietnam, Myanmar, Cambodia,
and Laos, which can provide more business opportunities for Korean firms
and support ASEAN countries’ sustainable development. Chiew-Ping HOO
at the National University of Malaysia appreciates Korea’s early and
consistent support for MPAC and emphasizes deeper engagement in
strengthening infrastructure connectivity both intra-ASEAN and between
Korea.4 And Fauziah Zen at ERIA also argues that Korea should play more
active roles in the ASEAN region by utilizing its substantial expertise and rich
experience especially in transport and logistics system and sustainable
infrastructure.5
Even before COVID-19 broke out, many AMSs had utilized digital
transformation as a key policy tool to escape the middle-income country trap.
This trend has been accelerating more as digitalization rapidly progresses after
the impact of the pandemic. ASEAN endorsed its exit strategy from the
COVID-19 pandemic, the ASEAN Comprehensive Recovery Framework
(ACRF), at the 37th ASEAN Summit in November 2020. Accelerating Inclusive
Digital Transformation is an important strategy out of five strategies.6 For the

4
5
6

HOO (2021).
Zen (2021).
According to ASEAN Secretariat’s ACRF, there are five broad strategies, which are the
followings: (i) Enhancing Health Systems, (ii) Strengthening Human Security, (iii)
Maximising the Potential of Intra-ASEAN Market and Broader Economic Integration,
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past four years, the Korean government has made continuous efforts to
strengthen cooperation with AMSs in the digital economy under the digital
economy-related initiatives of the NSP and NSP Plus. These initiatives can be
evaluated to have achievements in that Korea, as a leading country in the
digital economy field, has established a foundation for digital cooperation with
the AMSs in the ICT industry, technology, future industry joint R&D, etc.
Following the commitment from Korea and ASEAN summits’ mutual visits
in 2017-2019 and Korea-ASEAN Special Summit Meeting in 2019, both of
the parties have paved the way for promoting systematic cooperation in the
areas of science and technology as well as new industries. More specifically,
Korea and ASEAN agreed to establish an ASEAN-Korea science and
technology cooperation center, cooperation centers for standardization and
industrial innovation, and an ASEAN-Korea finance cooperation center. Also,
they agreed to substantiate the cooperation projects through the 13th
Telecommunication and Information Technology Ministers’ Meeting (TELMIN)
in December 2018, the 14th TELMIN in October 2019, the dialogues at the 4th
Korea-ASEAN Ministerial Joint Committee for Science and Technology in
June 2019, and the 1st ASEAN Digital Ministers’ Meeting in January 2021.
Through these cooperation platforms, Korea and the AMSs committed that
both parties should extend ASEAN-Korea ICT cooperation focused more on
the areas of innovation, connectivity enhancement, human resource development,
5G, AI and data in the digital age, and building a digital ecosystem that is
inclusive, sustainable and accessible in the post-pandemic era.7
The NSP in 2017 and NSP Plus in 2020 have contributed to domestically
and internationally spreading Korea’s enhanced recognition regarding the
importance of the region through securing policy identity and branding. In
this context, these policies could be evaluated to have been successful in
differentiating from previous policies targeting this region in Korea. In the
survey from the research on the NSP 2.0 conducted by the Korea Institute for
International Economic Policy (KIEP), the economists in the region appreciate

7

(iv) Accelerating Inclusive Digital Transformation, and (v) Advancing Towards a More
Sustainable and Resilient Future.
MSIT Press Releases, “Attend the 13th ASEAN-Korea TELMIN and Approve ASEANKorea ICT Cooperation Plan 2019” (January 28, 2019), “Another 30 Years of ASEANKorea ICT Cooperation Ahead” (October 27, 2019), and “Minister Choi Kiyoung
attended the first ASEAN Digital Ministers’ Meeting” (January 25, 2021).
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the impressive performance of the NSP in achieving tangible results in
economic exchange and cooperation and raising partner countries’ awareness
about Korea’s NSP in the region. However, at this moment, four years after
the policy implementation, what is more important is to consider how to secure
policy continuity and develop it in more detail to sustain this momentum by
identifying the points to be hurdled and supplementing them.
For further development in the Prosperity area, the Korean government
should improve the NSP by minimizing “imbalance” within the AMSs while
strengthening “interoperability” with other countries’ regional policies towards
the ASEAN regions. One of the critical points regarding the NSP’s Prosperity
pillar is the significant gap across the NSP partner countries in the level of
economic cooperation. According to Yose Rizal Damuri,8 Korea’s trade and
investment with the AMSs is too much dependent on Vietnam and Singapore.
To some extent, the situation is inevitable for now, but it could be problematic
in sustainably implementing the NSP in the future. In particular, the Vietnamconcentrated tendency, if not rectified, could aggravate the reduction of the
share of Indonesia, Malaysia, and Thailand, which used to be the major trading
partners of Korea in ASEAN before Vietnam started its economic reform in
the late 1990s. To overcome this, diversification of trade and investment
should be the main aspect of the priorities in the NSP’s Prosperity area, which
could lead Korea and the AMSs to avoid or minimize the GVC risks from
depending on a simplified supply chain. To achieve this diversification, Korea
and the AMSs should make the most of the RCEP, the Korea-Indonesia CEPA,
the Korea-Cambodia FTA, and the Korea-Philippines FTA when they take effect.
As for Korea, it needs to finalize the negotiating of FTA with Malaysia. The
Korean government should also consider how to utilize the NSP as an
international economic cooperation platform by enhancing its interoperability
with other countries’ regional economic cooperation strategies. By doing so,
Korea and ASEAN could not only offset the burden of a dilemma of making
a dichotomous choice between the U.S. and Japan’s Indo-Pacific strategy and
China’s Belt and Road Initiatives but also creates new opportunities for “open”
and “inclusive” cooperation with middle powers such as India and Australia.

8

Damuri (2021).
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President Moon Jae-in emphasized that the NSP should be in line with
establishing “a community of prosperity where everyone thrives through
mutually beneficial economic cooperation” at the Korea-Indonesia Business
Forum on November 9, 2017. That is, prosperity in the NSP should be “coprosperity.” In this sense, future economic cooperation in performing the NSP
projects should be more related to enhancing inclusiveness and sustainability
in the region rather than only focusing on profitability on the Korean side.
Among all the cooperation areas, cooperating in infrastructure development
and new industries such as the digital economy and renewable energies could
be candidates for achieving future generation cooperation. Thus, Korea should
play more important roles in the MPAC and ASEAN Smart Cities Network
(ASCN) by participating in more projects, financing infrastructures, providing
technical assistance, and capacity building. Ryan Jacildo et al. pointed out that
FinTech cooperation between ASEAN and Korea can open opportunities for
inclusive growth in the ASEAN region: it can by leading people and SMEs,
especially those who have low access or are excluded by traditional financial
channels such as banks, to have higher access to financial infrastructures
considering ASEAN’s financial development stage and Korea’s strong
expertise in the FinTech area. 9 Fauziah Zen stresses the importance of
cooperation in the recent issues on sustainability and global participation, such
as green energies, because many AMSs have been making policy efforts
towards sustainable schemes for climate change adaptation.10 In particular,
the Korean government needs to determine how to synergize President
Moon’s signature foreign policies, the NSP and his signature domestic policy
the Korean New Deal, which consists of the Digital New Deal and Green New
Deal, because co-prosperity of the NSP and inclusiveness of the Korean New
Deal are all intertwined.

3. Advancing People-centered Partnership
While the pillar of Prosperity has attracted much attention along with the
growing interests of the business community, promoting “people-oriented”

9
10

Park et al. (2021).
Zen (2021).
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cooperation has been the top priority in pursuing the NSP. This is substantiated
by the fact that People comes first among the three pillars of the NSP. A greater
emphasis given to People reflects President Moon’s long-standing political
philosophy – “People first” – and ASEAN’s vision for a “people-centered and
people-oriented community”.11 Though “people” is an independent pillar of
the NSP, the value of “people-oriented” resonates across all of its pillars in
terms of putting the “well-being and welfare of the people” first. From the
functional perspective, however, the People pillar is mainly targeted at fostering
heart-to-heart relationships for mutual trust.
With their geographical proximity and long-held economic relations,
Korea and ASEAN have already developed close people-to-people ties.
Blessed with a rich and diverse cultural heritage, Southeast Asia has been the
most popular travel destination for Koreans. Meanwhile, the popularity of
Korean pop culture has increased the number of Southeast Asian tourists to
Korea and attracted young ASEAN students to learn Korean languages and
study in Korea. Building upon such a good record of exchanges, the NSP has
strived to deeper mutual understanding between the two sides. Firstly, twoway cultural exchanges have been widely promoted. The ASEAN Cultural
House (ACH) opened in 2017, serving as a platform to raise the understanding
of the diverse cultures and societies of Southeast Asia. In addition, in
commemoration of the 30th anniversary of the dialogue partnership, Korea has
held several cultural events to enhance mutual understanding of respective
cultures, including the annual ASEAN-ROK Culture Innovation Summit that
began in 2019. To institutionalize cooperation on culture, Korea also proposed
to establish an ASEAN-ROK Visual Arts Organization and an ASEAN-Korea
Cultural Heritage Cooperation Organization.12 Second, to advance people-topeople links, Korea has simplified the visa process for ASEAN nationals and
is determined to double the number of its scholarship grants to ASEAN
students by 2022. Given the growing number of ASEAN immigrants in Korea,
the Korean government has stepped up its efforts to protect the rights of
migrant workers and multi-cultural families, along with improvement in the
Employment Permit System (EPS).

11

12

Moon Jae-In (2017), “Toward a People-Centered ASEAN Community” (accessed on
October 2, 2021).
“Joint Media Statement on the 9th Meeting of the ASEAN Ministers Responsible for
Culture and Arts” (2020, October 22) (accessed on October 2, 2021).
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Figure 1. Korea-ASEAN People-to-People Exchanges

Source: ASEAN-Korea Centre (2021), 2020 ASEAN & Korea in Figures, pp. 140-141.

Although the COVID-19 outbreak significantly disrupted socio-cultural
exchanges (Table 1), the Korean government took the pandemic as an
opportunity to enhance its partnership with ASEAN. In recalibrating the NSP
into the NSP Plus, public health cooperation comes as the foremost priority.
Building upon the successful record in epidemic control and prevention, Korea
has sought to share its experience in COVID-19 response with ASEAN and
improve the healthcare systems of vulnerable countries. In that sense, the first
initiative of the NSP Plus, “Combating COVID-19 and Beyond,” aims to
support the control of infectious disease and improve the capacity of medical
personnel and the health care system of ASEAN. Korea was the first dialogue
partner that contributed to the COVID-19 ASEAN Response Fund – USD 1
million – and has provided disease control goods and technical assistance.
Also, the Korean government expanded its existing medical fellowship – the
Lee Jong Wook Fellowship – for ASEAN nationals, with the launch of a new
master’s degree scholarship and infectious disease fellowship. Even before the
pandemic, 389 medical personals from ASEAN countries had been trained
under the fellowship from 2008 to 2019.13
Human resources development has not been confined to the healthcare
sector. Under the NSP and NSP Plus, the Technical Vocational Training and
Education (TVET) targeted at ASEAN nations has been strengthened. Under
the request of ASEAN, Korea has spread the K-Edu model in upgrading the
13

Statistics provided by the Ministry of Health and Welfare.
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TVET programs in Vietnam, Laos, Cambodia, Thailand, Indonesia, and
Malaysia. In 2020, the Korean government launched the TVET for ASEAN
Mobility (TEAM) project.14 This USD 6.9 million TEAM project is designed
to support the implementation of the Master Plan on ASEAN Connectivity
(MPAC) 2025 and Initiative for ASEAN Integration Work Plan III.
Furthermore, as Hong has addressed in Chapter 10, a series of ODA projects
were implemented to advance higher education in ASEAN, including developing
educational infrastructure at leading national universities in Indonesia, the
Philippines, and CLMV countries.
The “people-oriented” approach of the NSP is a clear departure from its
previously economic-driven diplomacy towards ASEAN. Growing people-topeople links and diverse exchange programs particularly in the field of culture
and education, have indeed provided greater opportunities for mutual interaction.
The question, however, remains as to whether such an increased interaction has
been translated into a substantial enhancement of mutual understanding.
The foremost challenge is the asymmetric interests between the two sides
at the grassroots level. While Korea has built up strong soft power in ASEAN,
particularly among young generation who are intrigued by K-Pop culture,
Korea’s interests in Southeast Asia are still limited. ASEAN is Korea’s
favorite tourist destination, and there has been a growing appetite for Southeast
Asian food among Koreans. However, we have not yet witnessed an “ASEAN
wave” in Korea on par with the Korean Wave in ASEAN. More importantly,
despite the government’s efforts to increase public awareness of ASEAN
society and culture, the deep-rooted prejudice and discrimination against
multi-cultural families in Korea are the biggest obstacles to promoting mutual
understanding. Korea’s lack of public interest in ASEAN also leads to an
insufficient number of Korean students learning Southeast Asian languages
and studying its society. While the number of ASEAN students studying in
Korea has gradually increased, Korean students who study in ASEAN countries
are still in the minority. The shortage of experts specializing in ASEAN
accordingly also decreases the scope of mutual understanding. Similarly,
education programs initiated under the NSP mostly targeted supporting ASEAN
nationals interested in Korea. Promoting Korean studies in ASEAN is
definitely important in reinforcing mutual understanding, but the other way
14

“ASEAN, ROK launch ASEAN Mobility Training Project” (2020, October 1) (accessed
on October 2, 2021).
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around is also the case: to promote “heart-to-heart” friendship between the two
sides, considerable efforts should be taken to develop a better understanding
of Southeast Asian cultures and societies in Korea.
Lastly, as Hong points out in Chapter 10, to enhance Korea’s contribution
to human resources development, cooperation on education should be carried
out with a comprehensive vision and strategy, deviating from the fragmented
nature of the programs. To identify the actual needs of ASEAN and develop
customized programs, close consultation with the ASEAN counterpart is
strongly required. In addition, for promoting heart-to-heart cooperation, the
preoccupation with the expression of ‘spreading the K-Edu Model’ – which
gives the impression of the superiority of Korean education system – should
be refrained. It should be noted that mutual trust builds up with a sense of equal
partnership.

4. Promoting Regional Stability and Resilience
ASEAN and Korea elevated their relations into a strategic partnership in
2010. However, political and security cooperation between the two sides has
relatively lagged behind compared to close economic and socio-cultural
relations. This is largely due to the different priorities of ASEAN and Korea
in addressing the regional security needs. While DPRK’s provocation has been
a top priority for Korea, ASEAN has been faced with urgent issues in its ambit,
such as the South China Sea and growing non-traditional threats. ASEAN has
been a vocal advocate for the denuclearization of DPRK, but ASEAN’s
rhetorical support has not been translated into concrete cooperation on peace
in the Korean Peninsula. In the meantime, Korea has remained reticent about
instability in the South China Sea, and Korea’s cooperation with ASEAN on
non-traditional security (NTS) had also been limited, compared to other
regional partners. Against this backdrop, the NSP seeks to bolster partnerships
for regional stability and peace by dealing with mutual interests.
First, under the NSP, Korea has upgraded the value of ASEAN in solving
the inter-Korean issues. While Seoul’s previous engagement with ASEAN
largely focused on intensifying international pressure on Pyongyang’s nuclear
programs, President Moon has highlighted the potential role of ASEAN in
transforming DPRK into a normal state, for instance by abandoning nuclear
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programs and opening its economy.15 The two US-DPRK summits hosted by
Singapore in 2018 and Vietnam in 2019 – though the significance of these
summits has waned – have shed new light on the value of ASEAN as an honest
broker to advance peace on the Korean Peninsula. The commitment of two
sides in bringing peace to Korea has also been confirmed by the ASEANKOREA Joint Statement for Peace, Prosperity and Partnership, which
highlights ASEAN’s support for “complete denuclearisation and the
establishment of permanent peace on the Korean Peninsula” and “ASEAN’s
readiness to continue to play a constructive role” in it.16 While inter-Korean
relations still occupy the lion share of ASEAN-Korea security cooperation, it
is noteworthy that, under the NSP, Korea has endeavored to elevate ASEAN’s
presence and the role in promoting peace on the Korean Peninsula.
Secondly, Korea has vowed to boost cooperation in security and defense
fields with ASEAN. Building upon the annual defense vice-ministerial
dialogue launched in 2017,17 the two sides have sought to strengthen their
partnership on defense and security as well as in non-traditional security. As
of 2021, Korea has signed MOUs on defense cooperation with nine out of ten
ASEAN member states – excluding Malaysia – 18 and strived to deepen
defense ties by enhancing joint military exercises and collaboration in the
defense industry. More importantly, Korea has determined to play a greater
role in addressing non-traditional threats around Southeast Asia. Apart from
disaster management and HA/DR, pandemic response, climate change and
environmental protection, and nuclear energy security, those of which are
well-illustrated by Caballero-Anthony in chapter 9, Korea has also stepped up
its efforts to cooperate on tackling transnational crimes and maritime pollution.
In particular, the elevation of the Mekong-KOREA partnership to the summit
level has enhanced Korea’s NTS cooperation around the Mekong sub-region.

15

16

17
18

“ASEAN can play role in Korea peace efforts: Moon,” Straits Times (July 14, 2018)
(accessed on 3 October, 2021).
“ASEAN-Republic of Korea Joint Vision Statement for Peace, Prosperity and Partnership,”
(November 26, 2019) (accessed on 3 October, 2021).
The vice-ministerial meeting did not take place in 2019 amid the COVID-19 pandemic.
Before the launch of the NSP in 2017, Korea had already signed MOUs with Singapore
(2009), Vietnam (2010), Thailand (2012), Indonesia (2013), the Philippines (2013), and
Myanmar (2017). Under the NSP, the Korean government has sought to sign MOUs on
defense cooperation with all ASEAN countries, and the Ministry of National Defense
concluded MOUs with Cambodia (2018), Brunei (2018), and Laos (2021).
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The establishment of the ‘Mekong-ROK Biodiversity Center’, an improvement
on water resources management system, and mine clearance and victim
assistance have been well-received by the Mekong region.19 More importantly,
Korea has reconfirmed its will to strengthen cooperation in non-traditional
security areas by including “transnational cooperation for the fostering of
safety and peace” as one of the core initiatives of the NSP Plus.
Nevertheless, cooperation on peace initiatives has not been pushed
enough to elevate ASEAN-Korea strategic partnership. The recent survey
results, published by the ISEAS-Yusof Ishak Institute, indicate that Korea is
not seen by ASEAN as an effective partner to address challenges in the
changing security dynamics of the region. 20 With the preoccupation with
peace in the Korean Peninsula, many Southeast Asian experts observe that the
peace pillar of the NSP is largely confined to the peace process in Korea rather
than promoting peace in a wider regional context.21 Furthermore, as pointed
by Laksmana and Mantong in chapter 9, the insufficient emphasis given to
traditional security cooperation compared to the NSP cooperation has been
one of the constraints holding back the progress of security partnership
between the two. Similarly, Seoul’s long-standing hesitance about dealing
with sensitive security issues such as the South China Sea might have
undermined the credibility of its middle power position as an advocate for
international laws and norms. The focus on the bilateral relations with ASEAN
member states instead of “addressing ASEAN as an organization with certain
regional agendas” has also impeded the progress of elevating strategic ties
between the two sides.22
Despite these limitations, ASEAN and Korea have great potentials to
develop a strategic partnership for peace and stability in the region. Both sides
embrace a multilateral and inclusive regional architecture to avoid the order
where “might makes right.” Being not associated with mini-lateral groupings
such as the Quad designed to counterbalance China, Korea will be the best
partner for ASEAN in strengthening the inclusive regional order. Seoul’s

19

20
21
22

“Examples of Mekong-ROK Cooperation,” Khmer Times (October 1, 2021) (accessed
on 4 October, 2021).
ISEAS-Yusof Ishak Institute (2021), p. 34.
Kuik (2020).
A written interview with Mr. Andrew Mantong, Researcher at the CSIS in Jakarta (24
September, 2021).
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unwavering support for the ASEAN Outlook on the Indo-Pacific (AOIP) is a
good case in point. However, to further upgrade strategic ties between the two,
Korea should be more proactive in addressing regional challenges beyond the
Korean Peninsula. Boosting cooperation in the areas that ASEAN needs most
– e.g., reinforcing ASEAN-led multilateral mechanisms and ensuring
maritime safety and security – will be a good starting point. Given the growing
NTS threats around Southeast Asia, Seoul’s NTS cooperation should also be
further bolstered. There is no denying that the NSP has upgraded ASEANKorea NTS cooperation, but a fragmented approach to NTS cooperation
without close coordination among relevant departments has not maximized
the effects of those initiatives. To shore up its presence in the regional NTS
cooperation, Korea should take a more strategic approach that reinforces the
areas where its strengths lie. The close coordination with ASEAN counterparts
using newly launched dialogue channels under the NSP – e.g., ASEAN-ROK
Ministerial Meeting on Transnational Crime (AMMTC+ROK) and ASEANKOREA Think Tank Dialogue – is strongly required to better meet the demands
of ASEAN.

5. Conclusion
The NSP is clearly distinguished from Korea’s previous policies towards
ASEAN in terms of taking a whole-of-government approach in enhancing its
ties with ASEAN. Moreover, while Seoul’s previous efforts to shore up
regional cooperation with ASEAN had been often overshadowed by Korea’s
inter-Korean policies, President Moon has maintained the policy momentum
for his entire term in office. The launch of the NSP Plus in the second half of
his term attests to Korea’s commitment to buttress its relations with Southeast
Asia. The NSP also differs from Korea’s prior approach to ASEAN, which
was hitherto been heavily economy-oriented. Under the vision of “building a
people-centered community of peace and prosperity,” Korea has endeavored
to boost two-way socio-cultural exchanges and enhanced its security
partnership. Even in economic cooperation, the NSP explicitly presents the
goal of creating mutually beneficial and inclusive cooperation beyond
previous unidirectional and economic profit-oriented policies. The NSP may
not have lived up to the full expectation of ASEAN, but there is no doubt that
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it has worked as a catalyst for further deepening ASEAN-Korea relations. The
question is whether the NSP initiative will carry over into the next
administration. Experts in Southeast Asia have often pointed out that this is
not the first time that Korea paid attention to ASEAN. 23 However, it is
important to note that the strategic value of ASEAN for Korea has immensely
increased compared to the past. There is growing consensus in Seoul that
ASEAN will be Korea’s best partner to jointly address uncertainty in a
changing strategic environment. Partnering with ASEAN is also important for
Korea to pursue its middle power ambitions in the region. In that sense, it is
unlikely that Seoul’s courtship of ASEAN will be pulled back. The question
is how to recalibrate the NSP initiatives in ways that better promote mutual
interests.
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1. Paving the Way for Mutual Prosperity
Along with the introduction of the New Southern Policy (NSP) in 2017,
the Republic of Korea (hereinafter, Korea) and India have been increasingly
realizing the importance of each other as strategic economic cooperation
partners. Under the NSP, Korea has designated India as a strategic partner for
the first time in history, and in response, India has been paying more attention
to potential economic cooperation between Korea and India.
With the launch of India’s Act East Policy (AEP) in 2014, India recognized
Korea as an indispensable partner for the first time, and in 2015, upgraded its
relations to a Special Strategic Partnership (SSP) level, which counts as a
turning point in relations of the two countries. India perceives that the NSP
announced by President Moon Jae-in government emphasizes India as a
strategic partner to continue such a relationship.
Dr. Mohan Kumar of RIS and Dr. Surrendar Singh of Engineering Export
Promotion Council emphasize that India’s AEP and Korea’s NSP converge in
their nature. Dr. Kumar argues that enhancing bilateral cooperation is critical
for both sides, given the excessive economic reliance on China.1
Considering the economic complementarity, experts from both sides
agree that bilateral economic relations are still weaker than expectations.
Announcing the NSP, Korea set a goal of increasing trade with India to $50
** Research Fellow, Korea Institute for International Economic Policy.
** Associate Research Fellow, Korea Institute for International Economic Policy.
1 Kumar (2021); Singh (2021).
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billion by 2030. In 2019, the year before the spread of COVID-19, the bilateral
trade volume was about $20.7 billion. And at the current rate of growth it is
unlikely to reach this target on time. Meanwhile, Korea’s investment in India
has increased significantly compared to the past. However, current levels
remain disappointing given the potential of the Indian market and the size of
global investment in India. Dr. Mohan Kumar agrees with this view and says,
“There is a wide scope for increasing trade and investment relations between
the two countries.”2
Nonetheless, it is a meaningful achievement that India, which was
Korea’s 10th largest trading partner in 2010, rose to 8th in 2019. However, it
is insufficient considering the potentials of the two countries. Given that
Korea’s past economic relationship has been tilted in favor of ASEAN, it is
very encouraging that, after the implementation of the NSP, bilateral trade has
increased substantially in comparison with previous period. Dr. Surrendar
Signh explains that bilateral trade has risen post-CEPA, which is attributed to
the changing demand structures and comparative advantages of both economies.
Considering that the Korea-India CEPA has become an impetus for bilateral
trade, it can also be evaluated as a crucial achievement that Korea and India
started negotiations to improve CEPA and agreed on an early achievement
package in the wake of the Korea-India summit in 2018.3
Bilateral investments are also showing a strong upward trend. Recently,
Korea has been increasingly investing mainly in India’s manufacturing
industries such as automobiles, electronics, and steel. And India has been
funding mostly Korea’s automobile, information technology, and banking
industries. Dr. Surrendar Singh evaluates the development of the bilateral
investment relations as follows. “Bilateral investment relations between India
and Korea are robust. Korea’s investment in India is significant and highly
concentrated in manufacturing sectors, followed by real estate. On the other
hand, India’s investment is in Korea is low and mainly concentrated in
automobile and information technology sectors.”4
In addition to the visible achievements mentioned earlier, the fact that
India began to regard Korea as a vital partner due to the NSP is a significant
attainment that cannot be overlooked. India has been bolstering manufacturing
2
3
4

Kumar (2021), op cit., p. 71.
Singh (2021), op cit., p. 300.
Ibid., p. 300.
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by implementing policies including the Make in India initiative and Atmanirbhar
Bharat (Self-Reliant India). India recognizes that Korea can contribute to
India’s manufacturing growth. During the implementation of the NSP, several
Korean companies made large-scale investments in India, which played a
critical role in deepening economic bilateral economic relations. This has
spread a perception in India that Korean companies can help Indian industries
to compete, generate employment and make a significant contribution to
India’s exports. Amb. Shin Bong Kil pointed out that “with a renewed focus
to deepen Korea-India cooperation under NSP, major Korean companies have
shown improved performance.”5 India is now considering Korea to be a key
partner and is expecting more investment from Korean companies.
India’s special status in the NSP can be found in the fact that it added
future-oriented cooperation, in addition to the 3Ps (People, Prosperity and
Peace). The NSP presents a vision that Korea and India can join hands in the
development of future industries. For that to happen, the Korea-India Future
Strategy Group and the India-Korea Centre for Research and Innovation
Cooperation (IKCRI) were established. Cooperation is being encouraged, as
well as symbiotic development in science and technology areas ranging from
renewable energy, advanced material, robotics & automation, engineering,
and biotech. Furthermore, the creation of start-up funds, the Technology
Exchange Center, and the New Delhi Korea-India Start-up Center will also be
the cornerstone of bilateral cooperation for future innovation. Amb. Shin Bong
Kil argues that dedicated efforts to strengthen the ties in startups and SME
sectors will materialize the huge potential of the bilateral relations. This new
level of cooperation vision is in line with the status of a special strategic
partnership and represents a valuable attainment of the NSP.6
The year 2021 is worth remembering because Korea, for the first time,
launched its EDCF (Economic Development Cooperation Fund) project in
India. India is having difficulty in unfolding huge growth potentiality due to
its underdeveloped infrastructure. From 2005 until recently, India has received
Official Development Assistance (ODA) only from G7 countries, NGOs, and
multilateral organizations. It recently included Korea, a G8 country. In response,
Korea has included India as a priority partner for ODA from 2021. As Amb,
Shin Bong-Kil pointed out, initiating the Nagpur-Mumbai Expressway ITS
5
6
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project in 2021, the first project using the $10 billion financial package agreed
upon by both sides in the past, is a meaningful first step toward reinforcing
Korea-India economic ties.7

2. Advancing People-centered Partnership
One of the critical but largely unnoticed developments between India and
Korea in recent decades is the gradual appreciation of more rooted historical
and cultural bonds between the two countries. Korea and India share a deep
historical link dating back several centuries: the legend of the marriage of the
Korean King Suro with Princess Suriratna from Ayodhya. As Dr. Raghavan
mentioned in her article, this legend has been repeated and used as an opening
in several speeches by both government officials and scholars, since it shows
the two countries could be as close as a shared bloodline.8 In fact, this legend
was appreciated by an agreement reached in the social and cultural sectors
during the revision of the Korea-India CEPA in 2016 to upgrade the monument
of Empress Heo Hwang-ok. In November 2018, First lady Kim Jung-sook laid
the foundation stone for the expansion and improvement of the existing
memorial in Delhi, India.
There has been a huge surge in the last few decades in terms of expanding
and connecting cultural ties between India and Korea. This includes opening
up the cultural centers, easing travel restrictions, increasing exchange students
and academic scholarships, and promoting Korean language programs. The
cultural ties have been institutionalized via the establishment of cultural
centers in both countries. In Korea, the Indian Cultural Centre (ICC)- Swami
Vivekananda Cultural Centre (SVCC) was established in Seoul in July 2011,
and the second center was established in Busan in December 2013. Two
centers organize cultural programs, seminars, workshops, and events to
promote bilateral cultural linkages between India and Korea. For instance,
SVCC holds the “Festival of India in Korea – SARANG” every year, which
has become a crucial annual cultural festival of Korea promoting Indian
culture. The event introduces diverse Indian art forms such as dance, music,

7
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yoga, Indian films, cuisine, arts, and academic works. On the other hand, the
Korean Culture Centre India (KCCI) was established in New Delhi. With the
increased popularity of Korean TV shows and K-Pop in India, KCCI organizes
many cultural programs and events to promote cultural understanding. KCCI
does not limit the events to only K-Pop or K-Drama. It tries to include many
aspects in the programs like food, fashion, music, language. The most famous
program is the Korean language class. With more Indian students wanting to
learn the Korean language, the center’s capacity for its language classes has
increased from 300 to 4,200 seats in 2021. Dr. Raghavan points out the
importance of KCCI in promoting the Korean culture and language in India.
Remarkably, the Korean language has been selected to be included in the
country’s public education curriculum in 2020. The Indian government’s
decision to add the Korean language to the official school curriculum as one
of the second languages symbolizes the importance of Korea-Indian relations.
These cultural centers’ and related agencies’ efforts have played a great role
in promoting the understanding between the two countries. Dr. Raghavan
mentioned in the article that cultural difference was the major reason for
misunderstanding arising between the Indians and Koreans in the workplace.9
The NSP’s goal of increasing people-to-people contacts and cultural exchanges
between two countries has reduced the gap in understanding.
Furthermore, a series of important decisions have been undertaken to
boost people-to-people connections in terms of improving travel between the
two countries. Firstly, there have been increased direct flights between Delhi
and Seoul since 2015, making it easier to visit each other. A more critical
development in recent years is the change in visa requirements. The government
of India extended the visa on arrival facilities from October 1, 2018, which
allows Korean passport holders’ double entry for 60 days for business, tourism,
medical and conference purposes. Korea is the second country after Japan to
be granted access to visas on arrival. The Korean government also extended
the Group Tourist Visa for Indian nationals from March 4, 2019. These
measures encouraged greater contact between the two countries and increased
the number of visitors between the two countries. With the Group Tourist Visa
program, the number of Indians entering Korea has gone up from 119,791 in
2018 to 143,367 in 2019. Indeed, the number of tourists increased 18% in 2019
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compared to the numbers in 2018. The number of Korean visitors to India also
gradually increased as travel visa requirements were eased and interest in India
rose. The average number of Koreans who were visiting India was 150,000
from 2017 to 2019.
While more and more Indian students are pursuing postgraduate and
doctoral programs in Korea, there is a perception that the number of Indian
students in Korea remains small. Dr. Raghavan also claimed that there are too
few Indian students in Korea compared to those from China and Japan. There
was an increase in the number of Indian students studying as postgraduate
students at the University of Science and Technology and KAIST. The number
has increased from 86 in 2019 to 119 in 2020.10 We should value steady and
slow progress in accommodating Indian students and try to promote related
programs more.

3. Promoting Regional Stability and Resilience
Bilateral cooperation between Korea and India in the peace pillar of the
NSP has also shown impressive growth. Cooperation in defense and security
matters received continued attention from both governments. First, active
exchange of high-level visits in the field of defense took place to reinforce
bilateral defense cooperation. The Minister of National Defense of Korea
visited India on several occassions (2018, 2019, and 2021). During the last
visit in March 2021, the Minister visited the inauguration ceremony of the
Indo-Korean Bilateral Friendship Park in Delhi Cantonment. The park
commemorates the contribution of Indian peacekeepers during the Korean
War and is a testament to the strong relations between the two countries. Indian
Defence Minister also visited Korea in 2020, and an agreement was signed to
extend logistical support to each other’s navies. In addition, there was a firstever visit of an Indian Army Chief to Korea in 2020. These high-level visits
granted new momentum to expanding defense ties between the two countries.
Important measures have been taken to boost cooperation in the defense
industry. India is not only among the top 5 military spenders, but also one of
the emerging defense manufacturing hubs in the world. To support the growth
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of the defense sector, India set up two Defense Industrial Corridors. Even
though India promoted Make in India to achieve the goal of self-reliance in
defense, with this cooperation, India invited many Korean firms to invest in
defense manufacturing. As a part of the overall expansion of defense and
security ties, India and Korea have agreed to start joint production and export
of military hardware, enhance intelligence sharing and boost cooperation in
cyber and space domains.
Korean diplomacy in India also mirrors developments surrounding the
Indo-Pacific Strategy. Acknowledging the economic and strategic significance
of the Indo-Pacific region, Korea’s diplomacy has emphasized cooperation
between the NSP and various Indo-Pacific initiatives to contribute to regional
stability.

4. Remaining Challenges and Future Tasks
4-1. Breakaway from an ASEAN bias and increase the government
inputs
Along with the NSP, Korea-India economic ties are maturing in various
ways, but there still remains room for further improvement.
First of all, it is necessary to adjust the tilt towards ASEAN and significantly
expand the input of resources into economic cooperation with India. In spite of
dedicated efforts in the process of implementing the NSP, its detailed projects
clearly showed a bias toward ASEAN, and this tendency continues in the New
Southern Policy Plus (NSPP). Dr. Mohan Kumar explains the regional bias of
the NSP as follows. “It seems reasonable to assume that for Korea, the
ASEAN would be a higher priority than India at least in the short term.”11
Amb, Shin Bong-Kil argues that “there is need to bring about right balance in
NSP’s focus between ASEAN countries and India.” He also stresses that
“Korea’s partnership with India will continue to grow with the passage of time.
Regardless of which regime comes to power, the underlying spirit of the NSP
should continue to guide Korea’s engagements with India in future.”12
11
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In the case of India, even when an agreement had been reached on initiating
a certain project, it took a considerable amount of time to materialize it
specifically. For example, the $10 billion financial package, which combines
the aforementioned EDCF and export credit, only took its first step in 2021,
even though the leaders of the two countries agreed on the package in 2015.
In order to solve this kind of problems, intergovernmental networking should
be strengthened, and major cooperative platforms such as the Korea-India
Future Strategy Group should be utilized to monitor India’s demands closely
and discover future business tasks. To this end, the government should drastically
enhance inputs of resources related to India. This task is especially integral for
initiating mid-to-long-term projects such as cooperation in new industries,
research on science and technology, and infrastructure development. Amb, Shin
Bong-Kil argues that “Going forward, India must get more prominence in
[Korea’s] policy. For that to happen, Korea needs to expand its diplomatic
presence and enhance manpower in missions in India.”13

4-2. A breakthrough in fostering economic ties with India
Secondly, a strategy is required to make a new breakthrough in KoreaIndia economic relations. As India strongly raises issues about deteriorating
trade deficit, negotiations on the revision of the Korea-India CEPA have
stalled. Whatever the underlying cause of the trade imbalance, a more forwardlooking approach is needed. It should be seen that the fundamental cause of
bilateral trade imbalance is more attributed to the differences in industrial
structures. However, there are constant complaints of the Indian industry’s
trade imbalance. Dr. Mohan Kumar argues that “it is clear that from India’s
point of view, a trade deficit of this kind is not sustainable. Whether it is a fact
of CEPA tariff rates being higher than MFN rates or low utilization of CEPA
by economic operators, especially on the Indian side, need to be dealt with as
soon as possible.”14 From a different viewpoint, Dr, Surrendar Singh pointed
out that “bilateral trade flows between India and Korea are consistently
expanding after signing of the CEPA, but the overall trade balance is
unfavorable for India as it exports low-value products and imports high-valueadded goods. This result is primarily attributed to various stages of economic
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development and varying economic and industrial structures.”15
It is worth noting that Japan has few problem with a trade imbalance
with India despite its close economic ties. In 1958, Japan established JICA
(Japan International Cooperation Agency) to build economic relations with
India. Since the 1980s, when the manufacturing industry entered India, the
Japanese government and companies have actively responded to the Indian
government’s demands for local productions. Besides, large-scale ODA
funds were financed in areas including infrastructure. As a result, Japan has
secured its status as the 5th largest investor in India (accumulated from 2000
to 2020) and the number one ODA donor (as of 2020) and manages the trade
imbalance at a stable level.
As the US-China conflict continues, India’s role as a huge market and an
integral part of the global value chain will become more crucial. In this context,
collaborating with India is where Korea and India’s interests match. Therefore,
it will be a future task to establish a comprehensive economic cooperation
strategy that deepens economic ties with India and builds trust by continuously
carrying out investments and ODA projects that meet India’s demands.
Strengthening investment relations is particularly critical considering
India’s policy direction because India is highly interested in bolstering the
industrial infrastructures in its country. Whereas India has recently strengthened
its protective trade policy, it is very active in attracting foreign investment by
improving the investment environment. Make in India and its follow-up policy,
Self-Reliant India, clearly show this policy direction. In this context, Dr.
Surrendar Singh suggests the following directions for Korea-India investment
ties. “A convergence of sectors under PLI (Production-linked Incentive) and
Korean investment firmly establishes Korea to be a key partner in building
domestic manufacturing capabilities under the Self-Reliant India ventures/
collaboration with Indian firms to create a robust ecosystem of electric battery
manufacturing in the country.”16
Although incentive schemes such as PLI can be an opportunity for
Korean investment companies, there remains considerable uncertainty for
those who want to enter India, as PLI also includes policies to restrict imports.
Besides, the prospects of procuring intermediate goods in India is unclear.
Likewise, India's high trade barriers are yet an obstacle to the facilitation of
15
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Korea-India trade. In recent years, the average import duty rate for the
manufacturing industry has been going up.
Moreover, India introduced CAROTAR, rules that monitor imports from
third countries through FTA partners. These rules have the purpose of
restricting imports from FTA partners. However, it undermines the potential
benefits of a preferential tariff regime. In this regard, Dr. Surrendar Singh
suggests that “issues related to a restrictive tariff policy and strict provisions
for imports under CAROTAR rules should be addressed so that Korean firms
engaged in manufacturing can operate in a liberal, transparent, and conducive
environment.”17 Korea and India need to discuss ways to improve these traderestricted rules.
ASEAN needs to be newly viewed as a space where Korea and India can
broaden their cooperation. While the NSP has mainly promoted projects
focused on bilateral relations, cooperation in third countries can definitely also
be a major policy task. Trilateral collaboration in ASEAN is one of the
examples. India has been making efforts to deepen economic engagements
with ASEAN and implement the AEP, and Korea has already established its
position in ASEAN. Moreover, since Korea and India have previously signed the
FTAs with ASEAN, they are in a good place to cooperate. In this circumstance,
Dr. Prabir De of RIS claims that ASEAN can play a critical role in building a
bridge between Korea and India. He particularly stresses possible trilateral
cooperation in Northeast India, which is adjacent to Southeast Asia. “Northeast
India has been a priority in India’s AEP. AEP provides an interface between
Northeast India and the ASEAN region. Some of the major projects include
Kaladan Multi-modal Transit Transport Project, the India-Myanmar-Thailand
Trilateral Highway Project, and its extension to Cambodia, Lao PDR and
Vietnam, etc. Korea may be invited to join some of the connectivity projects
between India and ASEAN. Korea, India, and ASEAN can join hands in
infrastructure development projects in ASEAN as well as in Northeast
India.”18 Korea-India cooperation in ASEAN is still an unknown area, and it
is highly necessary to discuss the possibility through joint research between
the two countries.

17
18

Ibid., p. 301.
De (2021), p. 314.

390

The New Southern Policy Plus: Progress and Way Forward

4-3. Deepening bilateral ties in future industries
Thirdly, bilateral cooperation in future industries should be reinforced.
Bilateral relations in the future industries were mentioned in the joint vision
statement between Korea and India in 2018, and in the NSPP, the 4th industrial
revolution including 5G and AI, future industries including startups and untact
businesses are set as one of their own initiatives. India has enormous potential
in future industries. Not only does India have great significance as a huge
market, but also it can provide practical help to Korea through its excellent
capabilities in science and technology, including ICT. As India is attracted to
industrial innovation that applies Korea’s cutting technology, the future
industry is where the demands of both countries meet. Dr. Mohan Kumar
evaluates the importance of future industry cooperation as follows. “If there is
one area where India can benefit enormously from KOREA, it is in the area of
‘future industries’, which is explicitly listed in NSPP as an actionable measure.
The joint vision statement of July 2018 agreed upon by Prime Minister Modi
and President Moon Jae-in provides a good mandate for the two sides to work
upon in this regard. It must be hoped that under the NSPP, KOREA will do
everything to assist India in the above cutting-edge technologies, which India
desperately needs as it seeks to modernize its economy. This alone will take
the special strategic partnership between the two countries to a whole new level.”19
The establishment of cooperation platforms in future industries is a
valuable achievement of the NSP. Down the line, both countries should make
active efforts to discover specific collaborative projects through these platforms.
That is, through platforms such as the Korea-India Future Strategy Group,
Startup Fund, Technology Exchange Center, and Korea-India Startup Center,
tasks need to be discussed in detail, including promotion of future industries,
joint technology development, bilateral startup investment and cooperation,
and establishment of digital systems and technology standards. It is suggested
for both countries to pay primary attention to where competitiveness, policy
direction, market, and demand match. Specifically, digital innovation in
manufacturing such as smart factories, electric vehicles, renewable energy,
energy efficiency, smart grid, big data technology and software, smart healthcare,
and biotech can be good examples, and these are worth noting. Furthermore,
these areas are where the future industrial policies of both intersect and where
19
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India’s mid-to-long-term demand would be immense – as a strategic partner
active response is necessary on Korea’s part.

4-4. Reconsideration of India’s strategic importance
Lastly, India’s strategic importance should reconsidered. First, a review
is required as to whether it is appropriate to bind ASEAN and India together
in the NSP. On the one hand, some experts argue that it is proper to put
ASEAN and India in one strategic frame. This means they think the Korean
version of the Indo-Pacific is required, which encompasses ASEAN and India.
From this point of view, Dr. Prabir De says, “In the pursuit of the new
southward strategy, Korea may come out with its Indo-Pacific Vision, which
will then lead the partnership to another higher level.”20
On the other hand, some argue that India should be divided into separate
strategic areas from ASEAN because ASEAN countries and India have very
different political and economic characteristics. This is also linked to the
ASEAN bias of the NSP mentioned earlier. Although this issue needs to be
discussed in the future, it seems clear that regardless of the direction of efforts to
improve the NSP, an India-specific economic cooperation strategy is definitely
recommended.
In order to build strategic relations with India, it is critical to note India's
strategic movements under the US-China competition. The US’ tactical moves
to found technology and production supply chain excluding China are
becoming visible. In accordance with this movement, the US is trying to
contain and block China’s development and engage with countries in the IndoPacific region centered on India. The US regards India as the most important
strategic partner to keep China in check. India is also reinforcing its containment
on China due to historical and political factors such as border disputes and
apprehension of China’s excessive economic influence. QUAD is the result of
such a move. Despite India’s relatively neutral position, QUAD occupies an
integral part in India's foreign strategy. From an economic perspective, as
Asia’s largest group to contain China, India is highly likely to gradually hold
a position in the US-centered economic order. In this regard, Dr. Mohan
Kumar discusses as follows. “A free, open and rules-based Indo-Pacific region
would not only ensure that Asia remains multipolar but would also give
20
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KOREA and India the necessary strategic space and diplomatic room for
manoeuvre to advance their respective national interests.”21
Under these circumstances, the significance of Korea-India economic ties
are expected to have greater value. In this sense, it is crucial to point out that
their interests are directly consistent with each other amid US-China tensions.
In other words, Korea needs to value India as a new market and production
base other than China, and India can benefit from the advantages of alleviating
trade dependency on China and making its manufacturing competitive by
enhancing economic cooperation with Korea. Also, Korea can further expand
its influence in India based on its competitiveness in future industries.
From a more fundamental strategic perspective, what position Korea will
hold in the US-led Indo-Pacific strategy is a major task. Dr. Mohan Kumar of
RIS states as follows. “From an Indian perspective, it goes without saying that
the success or otherwise of the NSPP will really hinge on whether it can make
a meaningful contribution to the vision of a free and open Indo-Pacific region,
a vision that India fully shares with the United States of America.”22 In this
sense, if the government of India wants Korea to intervene more deeply in the
US-led Indo-Pacific strategy, Korea’s future economic relations with India
have to be ultimately established based on strategic considerations for the
Indo-Pacific region. That is to say, in terms of economic strategy, it will be
vital to find the interface between the NSP and the US Indo-Pacific strategy.

4-5. Promoting mutual understanding through increased exchanges
Despite the many positive results and the improvements, there remains
scope for much improvement in connectivity between the two countries. As
the NSP claims the people-oriented approach to deepen the ties between two
countries, it is much needed to put resources into human development and
exchange. First, Korean institutions need to put more effort in meeting the high
demand for the Korean language. In the new National Education Policy 2020,
the Indian government has included the Korean language to be offered to
Indian students. It is expected that more qualified teachers will be needed.
Thus, Korean institutions must expand the teachers’ training program to train
the potential Korean language teachers. In fact, KCCI collaborated with the
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Centre for Korean Studies (CKS) at the Jawaharlal Nehru University (JNU)
and started a training program in the Korean language this year. This year, 20
participants will be participating in the training program and will complete
seven courses in the program. Providing training to students will play an
important role in strengthening the ties between the two countries. Second, it
is necessary to increase the efforts to establish or expand the cultural institutions
in India. For example, the Korea Creative Content Agency operates branches
in the United States, China, Japan, Europe, Indonesia, and Vietnam and
supports the overseas expansion of Korean cultural content but has no base in
India yet. In the case of the Korean Cultural Center, two or more are installed
in major countries such as Japan, China, and the United States, and a culture
promotion center is also operated separately. However, there is only one KCC
in India, and it is thought that it is time to actively promote cooperation at the
level of government ministries and institutions in India.
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