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Abstract 

Korea’s Smart ODA Strategy beyond the Controversy  
between Humanitarianism and National Interest: 

Reorienting the Strategy from the Perspective of Porter and Kramer’s 
Creating Shared Value (CSV) 

 

As Korea becomes a member of the OECD DAC (development assistance 
committee), the government has been trying to enhance the quantity as well as 
quality of its ODA. In line with this effort, there have been many researches and 
studies on Korea’s ODA. However, many of the existing studies are still under 
controversy as to whether they have to pursue humanitarianism or national 
interests. This paper applies the theory of Creating Shared Value (CSV) and its 
updated studies in designing a smart strategy to achieve both ethics and 
economic success, which was initially introduced by Porter and Kramer and 
further developed by Moon. First, this study begins by reviewing two 
competing scholarly approaches to ODA and provides four types of ODA 
strategies by categorizing donor countries (National Interest-centered, 
Humanitarianism, Smart ODA, and Waste of Resource) in terms of donor’s 
interests and recipient benefits. Then, it provides four distinctive strategies to 
effectively and efficiently utilize a limited amount of ODA: defining core 
competence; reconceiving comprehensive targets; redefining productivity in the 
value chain; and enabling local or global cluster development. The paper argues 
that Korea’s ODA strategy needs a paradigm shift beyond the vicious cycle of 
controversy over the objectives of ODA between a selfish economic tool and 
unconditional international contribution of ODA. 

.  

Keywords: Creating Shared Value (CSV), Official Development Assistance 
(ODA), humanitarianism, national interest, and smart ODA strategy 
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1. INTRODUCTION 

As Korea joined the OECD Development Assistance Committee (DAC) in 

2010, the international community’s expectation for the role of Korea has been 

increasing (Jerve & Selbervik, 2009). One of the reasons behind this growing 

expectation is due to the fact that Korea is one of a few countries that have 

successfully transformed its position in the international community from a 

recipient to a donor (Chun, Munyi & Lee, 2010; Kim, 2012). In fact, the 

country used to be recognized as one of the poorest countries in the 60s after 

the Korean War. However, with its rapid economic development, alleviation of 

poverty, and substantial progress of democracy in less than half a century, it 

becomes the 2nd largest donor, following Japan and a role model for many 

developing countries today (Kim, 2011; Kang, Lee & Park, 2011; Choi, 2011).  

Korea had received about 12.7 billion USD of aid from the international 

community since 1945 up to 1999 and utilized them as a catalyst for economic 

and social development (Kang, 2011). While being a recipient, it initiated its 

own ODA by organizing training programs for government officials from 

developing countries with financial support from the United States Agency for 

International Development (USAID) in 1963 and officially began international 

development cooperation activities with the establishment of the Economic 
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Development Cooperation Fund in 1987 and the Korea International 

Cooperation Agency in 1991 (Choi, 2011; Kang, 2011). 

In addition, after joining the DAC of the OECD as its 24 member country in 

2010, as the country held a series of international events such as the G-20 

summit meeting in 2010 with a focus on international development agenda and 

the High-Level Forum on Aid Effectiveness (HLF-4) in 2011, the Korean 

government has been drawing more international attention. The government 

proclaims that the country will take the role of a bridge that connects developed 

countries with developing countries by fulfilling its own humanitarian 

obligations as a country that has experienced extreme poverty and received a 

large amount of aid in the past (Kim, 2011).  

<Figure 1. Net ODA by Korea, 1994 – 2010, million USD> 

 

Source: OECD Statistics, http://stats.oecd.org/ 
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Given the current situation, with traditional donor countries reducing their ODA 

due to the global financial crisis and economic downturn, it is a strategically 

crucial time for emerging donors, including Korea, to be able to broaden its 

international influence and higher its voice in the international community 

(Jerve & Selbervik, 2009). In this regard, the effort of steadily increasing ODA 

over the last few decades is worth compliment.  

However, in order to achieve the proclamation, there seems to be a long journey 

to go yet. Although the Korea government pledged to increase its ODA budget 

up to 0.25% (ODA/GNI ratio) by 2015, the country still ranks 19th amongst the 

23 DAC members in terms of total ODA volume and the lowest in terms of the 

ODA/GNI ratio and its per capita in 2010 according to the International 

Development Cooperation Committee (IDCC) of the Prime Minister’s Office. 

As shown in Table 1, Korea’s ODA falls behind the OECD DAC members in 

terms of its quantity as well as quality level. According to Kim (2012), 

interviews with government officials in ODA related ministries revealed that 

they also agree with the necessity of increasing the quantity and improving the 

quality of ODA. 
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<Table 1. Comparison between Korea and OECD DAC members, 2009> 

 Korea 
Average of the OECD 

DAC members 

Total ODA 0.82 billion USD 5.2 billion USD 

ODA / GNI ratio 0.1% 0.31% 

Loans / Total ODA 36.3% 12.6% 

Untied / Total ODA 35.8% 86.5% 

Source: International Development Cooperation Committee, 

http://www.odakorea.go.kr/ 

There have been discussions and debates concerning the reforms in Korea’s 

ODA, including its aid allocation and effectiveness, development of Korea’s 

ODA model based on its unique development history. In line with this effort, 

earlier studies and government policies have focused on topics mentioned 

above. However, many of them have been locked in the controversy over the 

goal of ODA between humanitarianism and national interest. For example, Koo 

and Kim (2011) criticize that Korea pursues its national interest by allocating 

more ODA in the recipient countries with higher trade and FDI volumes while 

the government tries to make best use of ODA to secure resources, energy, 

trade and investment deals under the name of “resource diplomacy” (Chun et al., 

2010).  
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Despite the continuous controversy, there is no doubt that as globalization 

grows, the world faces complex global problems such as poverty, climate 

change, development and security, all of which a single nation cannot solve and 

survive with them unresolved. In fact, ODA is not only a means of 

humanitarian support but also a vehicle of investing international public goods 

for the sake of national interest.  

According to Kim & Oh (2012), recent studies on ODA show a tendency of 

linking humanitarian and national interest-centered approach. However, there 

are relatively little studies on how to balance and furthermore mutually achieve 

two seemingly contradicting approaches from their perspective of business 

strategy. 

Porter & Kramer (2011) recently developed the term Creating Shared Value 

(CSV), meaning the ability to address social needs and challenges as well as 

achieve economic success. From the perspective of CSV, humanitarianism and 

national interest are no longer conflicting ideas of selecting one over the other. 

Rather, shared value between donors and recipients can create benefit for all.  

Hence, this paper applies the theory of CSV and its updated studies in designing 

Korea’s smart ODA strategy to achieve both ethics and economic success, 

which was initially introduced by Porter & Kramer and further developed by 
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Moon. First, this study begins by reviewing two competing scholarly 

approaches to ODA. Second, it provides literature review on the CSV. Based on 

the literature review, it suggests four types of ODA strategies by categorizing 

donor countries (National Interest-centered, Humanitarianism, Smart ODA and 

Waste of Resource) in terms of donor’s interest and recipients benefit. Then, it 

provides four distinctive strategies for Korea to effectively and efficiently 

utilizes a limited amount of ODA: defining core competence; reconceiving 

comprehensive targets; redefining productivity in the value chain; and enabling 

local or global cluster development. This is done through analysis of policy 

documents, reports and announcements, newspapers and reflections upon recent 

studies. 

Before proceeding to a detailed discussion of categorizing donor countries, the 

study first reviews two approaches to ODA: humanitarianism and national 

interest that are crucial in understanding four types of ODA categorization. 
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2. Conflicting Perspective on Aid: Humanitarianism and National 

Interest 

Existing studies can be divided into two different perspectives and approaches 

on aid: humanitarianism and national interest. According to Choi (2011), the 

humanitarian perspective is an idealist view that places the needs of the 

recipients first, while national interest-centered perspective is a realist view on 

ODA that puts more priority on donors’ interests when it comes to aid 

allocation and utilization.  

Given the nature of ODA, however, it is not easy for donor countries to clearly 

stand on one side. In other words, most donors have difficulties in combining 

these two since ODA is supposed to help the economic and social development 

of developing countries, but at the same time it can be a powerful means of 

strengthening their national interests (Kang et al., 2011).  

Thus, this topic has been one of the most competing issues in the field of 

development studies (Kim, 2011). As different donors have different 

motivations behind their ODA, it is noteworthy to review the nature of 

humanitarianism and national interest in order to figure out where donor 

countries including Korea are situated at present before categorizing each donor 

nation’s ODA strategy.  
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<Table 2. Comparison between humanitarianism and national interest > 

Humanitarianism National Interest 

 Motivation: Moral obligation to 

alleviate human suffering  

 Primary concern: poverty 

reduction, economic development 

and well-being of the recipient 

nations 

 Prefer multilateral aid to bilateral 

 More grants & less tied aid 

 Long-term commitment 

 Needs of a recipient country in aid 

disbursement 

 ODA/GNI ratio: 0.7% or more 

 Motivation: Strategic, political, 

and economic interests through 

ODA 

 Primary concern: expansion of 

trade and acquire natural resources 

in a recipient country 

 Prefer bilateral aid to multilateral 

 More tied aid & less grants 

 Short-term commitment 

 Donors’ political/security, 

investment, and trade interests in 

aid disbursement 

 

2.1. Humanitarianism 

Humanitarian perspective begins with the fundamental question of what the 

ODA is for. In principle, it is undoubtedly obvious for ODA to be used for the 

well-being of recipient countries as a moral obligation (Lumsdaine & Schopf, 

2007). Its primary concern is to help the recipient nations to reduce poverty and 

human suffering and develop their economy by themselves.   
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This perspective prefers multilateral aid to bilateral as well as grant to loan with 

regard to the disbursement modality of ODA because multilateral and grant aid 

tend to have less conditionality (untied aid) of donors (Kim, 2011). For instance, 

untied multilateral aid can prevent donors to designate specific companies for 

aid-funded construction or procurement in development projects.  

In addition, it stresses the importance of the long-term commitment of ODA 

and necessity of a recipient need-based aid disbursement (Choi, 2011). In fact, 

in order to see a real change of social and economic development of recipient 

nations, any aid programs should abstain from one or two-years of short-term 

projects and allow recipients to provide their own needs from the beginning 

stages of aid programs. 

Another characteristic of humanitarianism approach is that it can have an effect 

of blocking aid to corrupt regimes (Harrigan & Wang, 2011). Often it is 

witnessed that aid allocation is distorted when donors focus on their strategic, 

economic, and political interests. In most of these cases, aid finally ends up 

helping a corrupted government sustain their power. Thus, it is recommended to 

minimize donors’ self-interests in the aid flow. 

Above all, humanitarianism-based approach ODA can be regarded as a long-

term investment for peaceful and sustainable future in the world where we all 
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live together. It is simply impossible to live alone in this highly intertwined 

society that one’s poverty and/or environmental deterioration lead other parts of 

the world to eventually suffer.  

 

2.2. National interest 

National interest-centered perspective is a realist approach that focuses on 

donors’ strategic, political, and economic interests by making best use of ODA 

(Noël & Thérien, 1995). Its basic understanding on ODA is that as it comes 

from national tax, it is natural to design the most effective way of increasing 

donors’ benefit for the sake of their own public interests.  

Its primary concern and motivation are to expand trade and acquire natural 

resources in recipient nations and have more influence or sometimes strengthen 

military alliance with a recipient country. Thus, in the pattern of aid 

disbursement, those least developed countries with less political and economic 

ties with donors tend to stay behind in spite of their urgent needs for aid (Jerve 

& Selbervik, 2009).  

In contrast with the humanitarian perspective, national interest-centered 

approach prefers bilateral aid to multilateral and more tied aid to untied (Choi, 
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2011). In order to utilize ODA as an instrument to promote donors’ economic 

interest, bilateral aid is much more efficient. For example, since it is a contract 

between a donor and a recipient, donors can design a conditionality of aid 

relatively free from the OECD DAC’s aid guideline.  

Under this perspective, most of the aid programs tend to be short-term 

commitments. In other words, donors often pull out their ODA fund once they 

recognize they have achieved as much benefits as they can in exploiting 

recipients’ resources, energy, trade and investment deals (Chun et al., 2010).   

In sum, in the national interest-centered perspective, aid giving primarily 

responds to donors’ needs rather than recipients’ needs. Thus, its main concern 

is to be effective in promoting donors’ political and economic benefits.  

 

2.3. In reality, somewhere in between  

According to Jerve & Selbervik (2009), in reality, there are mixed motivations 

and reasons in providing aid such as colonial links, geopolitical interests, trade-

relationships, humanitarian needs, etc. No donor countries announce that they 

pursue their own national interest outwardly but rather emphasize the value of 

the humanitarian purpose. In other words, most donors have mixed values of 
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somewhere in between humanitarianism and national interest.  

Nevertheless, it seems to be clear that an aid program based on a humanitarian 

perspective is more valuable for a recipient country, while a national interest-

centered approach is more beneficial for a donor country. Thus, many tend to 

agree that it is desirable for donors to stand the side of humanitarianism, but 

donors tend to hesitate to fulfill one hundred percent of the humanitarian 

approach.  

This topic has been a controversy among international organizations, 

government officials, scholars, and development activists for a long time, and it 

happens in Korea as well. However, the debates have not been fruitful because 

each party insists their own position. What makes the debates unproductive and 

endless is that there is no strategic framework that allows all the parties to take 

a step back from a vicious cycle of the controversy and look beyond.  
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2.4. Not in between, but look beyond 

Once the two perspectives, humanitarian and national interest-centered, are 

dealt with as contradictory concepts, it is inevitable for people to think that they 

have to choose one over the other or somewhere in between. Worse, it becomes 

easier to criticize donor countries with a national interest-centered approach for 

neglecting the principle and nature of aid. However, in order to have a 

sustainable aid flow regardless of economic downturn and any kind of 

unexpected events, donors have to be sustainable.  

A nation is not a charity organization. Especially, given that ODA funds comes 

from a national tax, a limited amount of financial resource, it is impossible to 

increase ODA volume without public consensus. Governments of donors have 

to consider their own national interest to some extent. Although many people 

may expect unconditional aid to recipients, it is undeniable that justification for 

the existence of a nation is to pursue the well-being and prosperity of the public 

and take care of its own people, sovereignty and territory first and foremost.  

No matter how much humanitarian aid, if donor countries do not properly take a 

promotion of national interest into account in designing and implementing their 

aid programs, it can be a borrowed virtue at best, which the public is not 

satisfied with. ODA is one activity that a nation conducts out of many affairs. 
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Thus, it can be discontinued at any time when a country gets in trouble.  

This is not to say that a national interest-centered perspective is superior to a 

humanitarian perspective. Rather, it is to highlight only when donors’ 

sustainability is ensured, more humanitarian aid can be provided to recipient 

countries. The reason of ongoing controversy between humanitarian and 

national interest-centered approaches is due to a lack of ODA strategy. When 

donor countries do not have a clear ODA strategy, it can lead an unproductive 

outcome that does not meet the purpose of both humanitarianism and national 

interest. 

It is time to look beyond the controversy between humanitarian and national 

interest-centered approaches. As mentioned above, taking a one-sided approach 

is not effective and efficient in the long-term. Of course, even though donors 

need to follow international guidelines and principle of aid, their aid should 

take more serious consideration. In other words, a more strategic approach is 

necessary, providing incentives to donors that can meet recipients’ needs as 

well. 

Usually, strategy is used and accepted in the field of business to make more 

profit. However, in this paper, the strategy is used as a terminology to make the 

best use of a limited aid fund for mutual benefits of donors and recipients.  
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3. How to Reconcile Two Conflicting Concepts? CSV 

There could be several ways of contributing to less fortunate peers. Individuals 

can donate a part of their income to the poor while corporations and nations can 

do it via the activities of Corporation Social Responsibility (CSR) and 

international aid. However, they have a limitation in that they are all unilateral 

action of doing good based on the donors’ perspective.  

 

3.1. Porter & Kramer’s CSV, benefits for all 

Porter & Kramer (2011) argue that corporation and society can produce greater 

benefit for each other by CSV. According to their study, CSV is “how to create 

both corporate and societal benefits and is methodology that creates shared 

value more efficiently, not an antithesis of responsive CSR.” It means that the 

creation of shared value in close cooperation with a society in business process 

can build more benefits than a traditional CSR type of donation.  

In the past, it used to regard the relationship between corporation and society as 

a zero sum game, which one should sacrifice itself to ensure the other’s benefit 

(Moon, 2012). In this sense, it was taken for granted that private companies 

expand CSR activities in order to pay back a certain amount of profit portion to 
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their society. CSR was seen as a corporation’s duty of being a good citizen.  

However, Porter & Kramer (2011) assert that “CSV is not social responsibility, 

philanthropy, or even sustainability, but it is a new way to achieve economic 

success, and that it gives rise to the next major transformation of business 

thinking.” It is valuable in that the concept looks beyond the controversy 

between the profit of corporation and social benefit by providing a new 

paradigm of integrating the benefits that corporations can generate with society.  

Corporations and society are interlinked very closely since the society provides 

labor force and consumers, while corporations take a responsibility of 

supporting their workers and provide goods and services. Thus, it is important 

to stop a vicious cycle of competing on whose benefit should come first and 

start to work in a virtuous circle of cooperating with each other.  

Porter & Kramer (2011) suggest three steps to create shared value for a virtuous 

cycle: 1) redefining productivity in the value chain, 2) reconceiving products 

and markets, and 3) enabling local cluster development. The first suggestion 

indicates that externalities caused by social problems can lead to an 

unnecessary cost in the value chain. Thus, redefining productivity in the value 

chain can save costs. The second proposal of reconceiving products and market 

is to have a different perspective to view social needs that have not been found 
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yet. That is, there can be huge unmet needs in disadvantaged communities and 

developing countries that can be a business market. Lastly, they emphasize the 

importance of enabling local cluster development. As more firms and related 

and supporting actors, such as research and development institutions, suppliers 

and universities are concentrated in a close area, the more productivity can be 

expected between business and community.  

Applying this concept to the discussion between humanitarian and national 

interest-centered perspectives of ODA, it is very useful not only to reconcile 

two conflicting motivations but also to provide a solution of how to create a 

synergy effect between them. In fact, ODA is a field of exhaustive combination 

of moral obligation and practical interests. Aid is not a charity but an 

enlightened self-interest that is an authorized investment for the future with a 

high level of diplomatic policy decision.  

More details will be discussed after the introduction of the recent development 

of Porter & Kramer’s CSV, a new framework of categorizing corporations.  
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3.2. Recent Development of CSV, Moon’s good to smart strategy 

Based on Porter & Kramer’s study (2006, 2011) on CSR and CSV,  Moon, 

Parc, Yim, & Park (2011) developed a new framework of classifying 

corporations into four categories based on different degrees of corporate 

benefits and social benefits, namely, Selfish Corporation, Good Corporation, 

Stupid Corporation and Smart Corporation. 

 

<Table 3. Characteristics of selfish, good, smart and stupid corporations> 

 Characteristics 

Selfish 

Corporation 

 Only maximizing corporate benefits, but not social 

benefits 

 Not always negative because they may benefit their 

customers, employees, shareholders, and the government 

by paying taxes without violating regulations 

Good 

Corporation 

 Focus more on creating social benefits than the corporate 

benefits 

 Contribute significantly to society 

 Donating money for philanthropic purposes regardless of 

profits or value creation 

 In accounting terms, the resources they use are marked as 

company expenses (cut dramatically in economic 

downturns) 
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Smart 

Corporation 

 Create both corporate and social benefits 

 Social value which in turn increase their business benefit 

 Find opportunities or unmet market needs to increase their 

current level of profits or explore new markets 

 A long-term investment rather than a mere expense 

Stupid 

Corporation 

 Unsustainable benefits with little social benefits 

 In reality, it is hard to find this type of corporation since 

they will not survive in the market over the long run 

Note: The table is rearranged and modified based on Moon, Parc, Yim, & Park 

(2011)  

As shown above Table 3, each type of corporation has distinctive characteristics. 

First of all, selfish corporations show a tendency to be in pursuit of maximizing 

corporate benefits with less consideration of social benefits. In contrast, good 

corporations focus more on social benefits rather than the corporate benefits. 

The difference between good corporations and smart corporations is that the 

former considers their financial contribution as expenses while the latter regards 

it as a long-term investment, not a mere expense. Thus, good corporations are 

easily affected by economic downturns and save their expenses by reducing 

their social activities. One of the unique characteristics of smart corporations is 

that it proactively seeks new opportunities and unmet needs of society in order 

to contribute to resolve social problems as well as increase their benefits.  
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According to Moon et al. (2011), as economies grow rapidly with fierce 

competition, corporations tend to reduce social activities considering them as 

costs rather than investments. However, growing pressures from society to 

increase more corporate social contribution as much as the growth of 

corporations has been leading a selfish corporation to turn into a good 

corporation. Moon et al. (2011) emphasizes that “the end goal should not be 

merely a good corporation, but a smart corporation where business and society 

can both be winners” and the study proposes that firms should have both good 

business strategy and business ethics in order to upgrade themselves to be a 

smart corporation.  

<Figure 2. Typology of corporations: from good to smart> 

 

Source: Moon et al. (2011: 54) 



21 

Their study added one more step on top of the Porter & Kramer’s three steps of 

CVS: 1) Rivalry condition: defining core competence, 2) Factor condition: 

redefining productivity in the value chain, 3) Demand condition: reconceiving 

comprehensive targets, and 4) Supporting condition: enabling local or global 

cluster development. The study provided corporations with a clearer guideline 

of where to start for CSV, which is within their own business sector. In addition, 

it is noteworthy that its another contribution is to broaden a range of cluster 

from local to global.  

In sum, CSV can be interpreted as a strategy that connects the success of 

corporations with social improvement. Although business and society have 

been pointing fingers at each other for a long time, it was due to a lack of 

understanding on the interconnectedness of companies’ economic interests and 

social benefits. Companies can evolve selfish corporations to good corporations 

and to smart corporations by creating both corporate and social benefits.  

From the next section, the concept of CSV and classification of corporations 

will be applied to analyze different ODA strategies of donor countries and 

propose four steps of CSV between donors and recipients. Like the business 

sector, it is crucial to find ways to create shared value between humanitarianism 

and national interest in the field of development. 
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4. Categorization of ODA Strategy by Donor Country 

Applying CSV into the discussion of the development field, humanitarianism 

and national interest are no more conflicting concepts. A humanitarian 

approach can pave the way for donor countries to advance national interests 

while national interest-centered approach can secure recipient needs. In other 

words, two approaches can reinforce each other by complementary cooperation.  

Based on a literature review on humanitarianism and national interest in 

development studies and CSV of Porter, Kramer and Moon et al., this paper 

proposes that the ODA strategies of donors can be classified into four 

categories: National Interest-centered, Humanitarianism, Smart ODA, and 

Waste of Resource based on different degrees of national interests (donor’s 

interest) and international community benefits (recipients’ benefits).  

<Table 4. Characteristics of different ODA strategies> 

 Characteristics 

National Interest-

centered 

 Priority on maximizing national interests, but less 

recipient benefits 

 Primary concerns: expansion of trade and acquisition 

of natural resources in a recipient country 

 Strategic, political, and economic interests through 

ODA 
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 Prefer bilateral aid to multilateral 

 More tied aid & less grants 

 Short-term commitment 

 Donors’ political/security, investment, and trade 

interests in aid disbursement 

 Not always negative because they may benefit their 

public 

Humanitarianism 

 Focus on advancing recipient benefits than national 

interests 

 Primary concerns: poverty reduction, economic 

development and well-being of recipient nations 

 Contribute significantly to the recipients 

 Aid for philanthropic purposes regardless of one’s own 

benefits or value creation 

 Moral obligation to alleviate human suffering  

 Prefer multilateral aid to bilateral 

 More grants & less tied aid 

 Long-term commitment 

 Needs of a recipient country in aid disbursement 

 ODA/GNI ratio: 0.7% or more 

Smart ODA 

 Create both donor and recipient benefits 

 Social value which in turn increase national interests 

 Find opportunities or unmet needs of developing 

countries to increase their current level of benefits  

 A long-term investment rather than a mere expense 

Waste of 

Resource 

 Unsustainable benefits with little social benefits 

 Infant aid donors with less experience and knowhow 
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Table 4 provides different characteristics of each ODA strategy. First of all, 

national interest-centered ODA strategy tends to maximize donor benefits based 

on strategic, political, and economic interests. Since it does not incorporate 

recipient needs and benefits as a priority in the disbursement modality of ODA, 

it allocates more ODA in the countries where natural resources and trade 

volume are abundant. To achieve national interest, it prefers multilateral aid to 

bilateral, which allows for more tied aid.  

Humanitarian ODA strategy, on the other hand, focuses more on recipient 

benefits rather than national interests. Its primary concern is to achieve poverty 

reduction and economic development of the recipient nations for humanitarian 

goals. Here, donors provide aid via multilateral methods with a long-term 

commitment with the least amount of tied aid as possible.  

Smart ODA strategy looks for opportunities to amplify both donor and recipient 

benefits. It proactively searches for underserved needs of developing countries 

to which the core competence of donors can contribute to solving so that both 

can have a win-win effect. By doing so, this strategy could double benefits with 

the same amount of aid. It regards ODA as a long-term investment, not a mere 

expense.  

The last category of waste of resource is not a strategy but a status of strategic 
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failure or a lack of strategy.  It is a situation where donors can expect neither 

progress of national interests nor recipient benefits. Infant aid donors with less 

experience and knowhow tend to lock in this vicious cycle of wasting money 

while not helping recipients.  

In an increasingly competitive international aid scene, proactive execution of 

moral obligation by a donor is vital to achieve its national interest (Kim, 2011). 

Since national interest includes a wide range of strategic, political and 

economic benefits, international recognition and peer evaluation are important 

to eventually gain a hidden purpose of aid in increasing donor benefits. On the 

other hand, the public’s domestic pressure to use aid more strategically does not 

need to be criticized as long as it can link to meet recipient needs and enhance 

their benefits. Thus, the question should take one step further from how to 

balance and harmonize two seemingly contradicting approaches towards how to 

achieve both and eventually amplify a synergy effect between the two beyond 

controversy.  

<Figure 3. Conflicting perspective on aid> 
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Korea has very low financial resources compared to other traditional donors, 

and the controversy of arguing whether the country should pursue national 

interest or humanitarianism has continued over a decade. In order for Korea to 

effectively and efficiently use a small amount of ODA and avoid unnecessary 

and time-consuming debates, it needs a strategy to decide which direction they 

should head for, not to be locked in “Waste of Resource”.  

Emulating Moon et al. (2011)’s typology of corporations and referring to earlier 

studies on traditional donor ODA, this paper proposes a new framework of 

classifying ODA strategy as below (see Figure 4) and furthermore suggests four 

distinctive steps in designing Smart ODA Strategy for Korea. As Moon et al. 

(2001) pointed out, the end goal of donor’s ODA strategy should be neither a 

national interest-centered strategy nor a humanitarian strategy, but a smart 

ODA strategy where donors and recipients can both be better off. 
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<Figure 4. Typology of ODA strategy: from humanitarianism to smart ODA> 

 

The next section will provide a brief analysis on ODA strategies of major donor 

countries including the United States, Japan, China (powerful emerging donor, 

not a member of the OECD DAC), Denmark, Norway, and Sweden. Then, in-

depth analysis on Korea’s ODA strategy will be discussed to find out its 

position in the framework and figure out how to develop its strategy. 
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4.1. The United States 

In terms of ODA volume, the US has been providing the largest amount of aid 

every year since 2006 amongst the OECD DAC members (See Figure 5). 

However, its ODA/GNI ratio has been only around 0.18%, ranking it one of the 

lowest (See Figure 6). According to Harrigan & Wang (2011), the US cares less 

about recipient needs while it puts more stress on its own national interest in 

that it allocates only about 15% of US aid on the policy environment and 

recipient need. In addition, in its aid disbursement modality, countries located 

in geopolitically strategic regions such as the Middle East and North Africa, 

Central America, and the Caribbean Basin are on the priority list.  

Although the US looks upon itself as a humanitarian leader in the global 

community, their aid goals and strategies seem to be more national interest-

centered (Kim, 2012). It is partly because of its historical background that aid 

used to be a means of taking the lead in international order and securing its 

national security in the Cold War (Yonhap Newspaper, 2009; Chosun 

Newspaper, 2010). In short, its ODA strategy tends to pay more attention to 

donor benefits.  
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<Figure 5. Net ODA by the US and Japan, billion, USD> 

 

Source: OECD Statistics, http://stats.oecd.org/ 

<Figure 6. ODA/GNI ratio by the US and Japan> 

 

Source: OECD Statistics, http://stats.oecd.org/ 
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4.2. Japan 

Japan used to be the third largest donor in the world, following the US and the 

United Kingdom with a foreign aid of $11.1 billion in 2006 (Chosun 

Newspaper, 2010). However, as the country was facing an economic downturn 

together with a worsening deficit in the 2000s, it resulted in a significant 

decrease in terms of ODA volume as well as ODA/GNI ratio (0.25% in 2006, 

0.17% in 2007, 0.19% in 2008).  

There is an ongoing debate in the development field since some argue that 

Japan’s ODA strategy has been appreciated, as its aid programs commitment is 

usually long term-based and technologies are transferred to recipients in the 

implementation process of aid projects (Jerve & Selbervik, 2009). 

However, overall Japan’s ODA strategy has been recognized as a model of 

commercial aid and criticized by the OECD DAC and development scholars 

(ODA Watch, 2012). Japan has been more focused on practical donor benefits 

in that its aid mainly consists of a large share of loans in bilateral aid in the past 

and now (Kang et al., 2012). Its main concern in allocating aid is whether 

recipients have abundant natural resources and potential markets for Japan’s 

future exports (Yonhap Newspaper, 2009).  
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4. 3. China 

Although China is not a member of the OECD DAC, it is a powerful actor as an 

emerging donor (See Figure 7). Since 2000, it has been drawing international 

attention not only because of a rapid increase of foreign aid but also its 

unethical attitude of allocating aid funds and implementing ODA projects. For 

example, there is a critique over China’s blind support to Zimbabwe and Sudan 

as two recipient nations under corrupted authorities (Woods, 2008). Even 

though China secures a supply of millions of tons of crude oil based on the 

conditionality of this aid contract, it is a decision that harms fundamental social 

and economic development of recipients to increase donor interest.  

<Figure 7. China’s foreign aid expenditure, 1998–2008 (RMB 100 million)> 

 

Source: Woods (2008:10) 

 



32 

4.4. Denmark, Norway and Sweden 

In Europe, there are many advanced donor countries. However, in many cases 

of Belgium, England, France, Portugal, and Spain, the key in determining 

recipient countries is their former colonial relationship (Jerve & Selbervik, 

2009). They choose former colonies because they can utilize their development 

experience and know-how in the past.  

Unlike these donors, according to Kim (2012), Denmark and Nordic countries 

have a philosophy and policy of ODA in emphasizing humanitarianism and 

social democracy of recipients while pursuing the enhancement of national 

image and also international influence. They consider ODA as a moral 

obligation of developed countries to eradicate poverty around the world and a 

long-term investment for the sake of donors. 
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<Table 4. Regional distribution of ODA by Denmark, Norway and Sweden, %> 

Source: OECD Statistics, http://stats.oecd.org/ 

Table 4 shows that Denmark, Norway and Sweden allocate a relatively high 

portion of aid into poor countries in Africa where even their geopolitical 

interests are not significant. In terms of ODA/GNI ratio, three countries have 

been on the top with an average of 0.9%, which is more than the recommended 

ratio of 0.7% by the OECD DAC (see Figure 8 & 9).   

  

  

South of Sahara South & Central Asia Other Asia and Oceania 

 1999-2000   2004-
05  

 2009-
10  

 1999-2000  2004-
05  

 2009-
10  

 1999-2000   2004-
05  

 2009-
10  

Denmark 50.7% 51.7% 54.5% 16.6% 16.3% 18.% 10.7% 12.7% 8.2% 

Norway 44.2% 48.3% 48.1% 13.8% 21.2% 19.3% 8.2% 7.8% 6.9% 

Sweden 42.8% 48.9% 49.3% 13.8% 14.9% 15.6% 11.4% 10.% 8.% 

TOTAL 

DAC 31.6% 38.1% 43.9% 14.3% 13.5% 19.5% 22.6% 11.1% 10.4% 

  

Middle East and North Africa Europe Latin America and Caribbean 

 1999-2000   2004-
05  

 2009-
10  

 1999-2000  2004-
05  

 2009-
10  

 1999-2000   2004-
05  

 2009-
10  

Denmark 8.2% 6.8% 7.5% 4.1% 4.2% 4.% 9.8% 8.3% 7.8% 

Norway 9.3% 8.1% 8.1% 16.1% 7.8% 5.2% 8.4% 6.9% 12.4% 

Sweden 7.9% 7.4% 8.8% 9.% 8.4% 9.3% 15.1% 10.3% 9.% 

TOTAL 

DAC 10.9% 24.3% 10.2% 8.7% 4.8% 6.2% 12.% 8.1% 9.7% 
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<Figure 8. Net ODA by Denmark, Norway and Sweden, billion, USD> 

 

Source: OECD Statistics, http://stats.oecd.org/ 

 

<Figure 9. ODA/GNI ratio by Denmark, Norway and Sweden> 

 

Source: OECD Statistics, http://stats.oecd.org/ 
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4.5. Korea 

As an emerging donor that used to be a recipient receiving a huge amount of aid 

from the international community, Korea pledges to repay its historical debts to 

the world (Kim, 2011). In fact, without the help of international aid, it was 

impossible to reconstruct the nation in the middle of extreme poverty and 

hunger after the Korean War. In line with this effort, the country has been 

increasing its ODA volume as well as its ODA/GNI ratio over the last few 

decades, even though the volume and ratio are still far behind the average of the 

OECD DAC.  

<Figure 10. ODA/GNI ratio of Korea> 

 

Source: OECD Statistics, http://stats.oecd.org/ 
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However, there are many signs that the government tries to utilize ODA as a 

tool to merely broaden its national interests here and there. For example, the 

government clearly states ‘Economic Interests’ as one of its ODA purposes and 

also takes advantage of aid giving as a national brand marketing strategy among 

the five priority areas of the Presidential Council on Nation Branding (Kim, 

2012; Jerve & Selbervik, 2009; Kim, 2011).  

The slogan of “Resource Diplomacy” proclaimed by the current president 

explicitly shows that the country is interested in maximizing the national 

interest of gaining access to natural resources, energy, trade and investment 

deals via ODA (Chun et al., 2010; Lee, 2012). Although it might be helpful to 

soften domestic pressure to strategically use its aid, potential hostility from 

recipients can increase as time goes by and eventually it can harm national 

interests as well.  

In addition, in terms of aid disbursement, it is witnessed that resource abundant 

countries and those countries with geopolitical and economic ties with Korea 

are given more priority, similar to Japan’s approach (Kang et al., 2011; Lee, 

2012; Jerve & Selbervik, 2009). Korean aid prefers bilateral ODA and is not 

distributed in a poverty-based manner. However, the country tried to change its 

ODA allocation policy in order to disburse more aid to the least developed 
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countries. Table 6 shows that increasing aid is directed towards the least 

developed countries (from only 25-7% in 2008 and 2009 to 36% in 2010).  

<Table 5. ODA by income group of recipients, USD, million> 

Year 2006 2007 2008 2009 2010 

Total bilateral ODA 401.39 525.48 578.66 615.82 933.22 

Least Developed Countries 94.25 123.82 148.88 165.22 338.11 

Low income countries 43.44 45.76 78.86 85.27 177.28 

Low-middle income 
countries 

208.52 273.18 228.55 221.8 294.54 

High-middle income 
countries 

10.54 23.06 31.88 43.05 27.07 

High income countries 0.01 0.16 - - - 

Non-classified 44.74 59.5 90.49 100.48 96.22 

Source: The Export-Import Bank of Korea - Statistics, 

http://www.edcfkorea.go.kr/edcfeng/data/country.jsp 

On the other hand, Kim (2012) studied that despite Korea’s efforts of increasing 

the total amount of aid and its allocation to the least developed countries, its 

commitment toward humanitarian aid has not been evident. From the 

perspective of humanitarianism, it can be interpreted that the country is self-

contradictory given that the Korean government announced to take global 

responsibility several times.  
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<Figure 11. Korea’s humanitarian ODA compared with the UK and DAC> 

 

Source: Kim (2011: 811) 
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4.6. Typology of ODA strategy by donor countries 

From the analysis of donor country ODA patterns, they can be categorized in 

terms of how much they pursue to create national and recipient benefits. Donors 

like the US, Japan and China can be classified under “National Interest-centered 

Strategy”, which is more interested in maximizing their national interests, but 

not recipient benefits. They all prefer bilateral aid with conditionality according 

to the strategic, economic, and political motivations of the donors. In order for 

them to upgrade their position from National Interest-centered Strategy to 

Smart ODA Strategy, they need to change their ODA policies to be more in line 

with global norms and create shared value with recipients by reflecting their 

underserved needs. 

From the perspective of CSV, Denmark, Norway and Sweden seem to achieve 

both donor interests and recipient benefits. However, their strategies miss a 

point of proactively looking for opportunities of unmet needs of developing 

countries and linking them with their aid programs in order to increase their 

current level of benefits. Thus, they need to redefine productivity in the value 

chain of their ODA system so that they can develop an untouched aid scene that 

their core competence can contribute to. Thus, their position can be located in 

between “Humanitarianism” and “Smart ODA Strategy.”  
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<Figure 12. Typology of ODA strategy by donor countries> 

 

It is difficult to classify Korea’s ODA strategy into the category above, since its 

ODA history is not that long. Korea is one of infant aid donors with less 

experience and knowhow that cause low public awareness on aid. Given its aid 

quantity and quality, which are all far less than the average of the OECD DAC, 

it cannot be categorized as Humanitarianism. On the other hand, looking at its 

recent aid patterns such as ODA allocation directed more toward resource 

abundant countries and preference for bilateral aid with conditionality, the 

country seems to look for more opportunities to increase its own national 

interest. Although there are ongoing discussions and debates over its aid 

direction among the government, politicians, civil society groups and 
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academics, its overall strategy seems to move toward National Interest-centered 

strategy as the government has been leading its policies with intention of 

securing donor interests more than recipient benefits. Thus, its ODA strategy 

can be deemed just one step ahead of “Waste of Resource” heading for 

“National Interest-centered.” 

 

5. Four Steps to CSV towards Korea’s Smart ODA Strategy  

Korea is at the crossroad of deciding where to go for its future ODA strategy. In 

reality, it is inevitable to consider both self-interest and global responsibility. 

Thus, it needs to develop a smart ODA strategy of attaining both national 

interests and recipient benefits. In order for this to be realized, this paper 

proposes to incorporate Moon et al. (2011)’s four steps to Create Shared Value 

(CSV) between donors and recipients. 

Moon et al. (2011) developed Porter and Kramer (2011)’s three distinctive steps 

to CSV by adding one more step based on the framework of the diamond model: 

1) Rivalry condition: defining core competence, 2) Factor condition: redefining 

productivity in the value chain, 3) Demand condition: reconceiving 

comprehensive targets and 4) Supporting condition: enabling local or global 
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cluster development.  

 

5.1. Rivalry condition: defining core competence 

For rivalry condition, Moon et al. (2011) proposes defining core competence 

because donors can enhance their competitiveness and effectiveness of their 

contribution when they link their competitive advantage with a specific set of 

recipient needs. In other words, it is important for donors to find out their 

unique competence that can differentiate themselves from other donors.  

In Korea’s case, it has a unique development experience and knowledge for 

developing countries. Thanks to its rapid social and economic development 

followed by industrialization and informatization within a few generations, 

many developing countries are eager to study lessons from Korea’s 

development history. In addition, it is strength that the country has never ruled 

other nations in contrast to the traditional donors but rather has a similar 

experience of colonial rule and war like many of the recipients. 

In line with this effort, the government has already been doing various research 

and organizing relevant resources on the Korea development model under the 

name of “Knowledge Sharing Program (KSP) - a technical cooperation 
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programme to share Korea’s experience with its development partners” (Korea 

Development Institute, 2009).  

Given its economic size, it would be difficult for Korea to catch up with the aid 

volume of advanced donors within a short period of time. Thus, it needs to 

concentrate more on its core competence of a unique development experience 

and make it more accessible and tailored to recipients. However, it should be 

careful not to unilaterally distribute its model to recipients regardless of their 

contexts and needs.  

 

5.2. Factor condition: redefining productivity in the value chain 

For factor conditions, Porter & Kramer (2011) and Moon et al. (2011) suggest 

redefining productivity in the value chain because the productivity of the 

contribution activities of donors can be enhanced when donors improve their 

weakness in the value chain. Besides, they emphasizes that socio-cultural 

problems can create unnecessary transition costs in the value that can harm 

donor performance. 

In this regard, a strong power game over the leadership of Korea’s ODA 

between two main pillars, the Ministry of Foreign Affairs and Trade (MOFAT) 
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and Ministry of Strategy and Finance (MOSF) has hindered Korea’s aid 

productivity (Jerve & Selbervik, 2009). Although the International 

Development Cooperation Committee (IDCC) of the Prime Minister’s Office 

was established in 2010 as a control tower of making government policy 

decision, its coordinating role is questioned due to a continuous conflict 

between the two Ministries and a lack of strategic approach to link the grant aid 

of MOFAT and the loan aid of MOSF at the government level (Lee, 2012). 

Thus, Korea needs to unify the current fragmented ODA system to improve its 

aid effectiveness. 

<Table 6. Ministry and operating agency of Korea’s ODA> 

Types of ODA Ministry & Agency in charge 

Bilateral 
ODA 

Loans 

Ministry of Strategy and Finance (* 
Operating agency: Korea Exim Bank’s 

Economic Development and Co-
operation Fund (EDCF) 

Grants 
Ministry of Foreign Affairs and Trade (* 
Operating Agency: Korea International 

Co-operation Agency) 

Multilateral 
ODA 

International 
Development Banks

Ministry of Strategy and Finance 

Other International 
Organizations 

Ministry of Foreign Affairs and Trade & 
other organizations 

Source: International Development Cooperation Committee,  
http://www.odakorea.go.kr/  
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In addition, it needs to invest more in global citizenship education not only for 

students but also for adults. This is particularly important because many people 

think that Korea is still not rich enough and has more work to do at home (Kim, 

2011). Thus, raising public awareness on Korea’s ODA has a key role in 

improving quantity and quality of ODA in the future. 

 

5.3. Demand condition: reconceiving comprehensive targets 

As for demand conditions, Moon et al. (2011) propose reconceiving 

comprehensive targets in that donors can have more benefits when they 

holistically understand social needs and issues of recipients and tackle them 

accordingly. For example, if the culture, climate, and/or regulations of 

recipients are different, donors can take advantage of the difference by 

changing their products and strategies correspondingly.  

Applying this concept to the discussion ODA strategy, Korea seems to take a 

more donor-centered approach with relatively less consideration for recipient 

context. Some examples would be new Saemaul (new village) projects for the 

least developed countries where most of people do not understand what 

Saemaul is about, construction of schools in villages where the number of 
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teachers are not enough, and well drilling projects in many developing countries 

where drinking water management system is not adequate (ODA Watch, 2010, 

2011). 

Thus, the country needs to reshape its aid strategy in line with the needs and 

circumstances of recipients. In this sense, the Country Partnership Strategy 

(CPS) recently developed by the government can be appreciated given that it 

plans to have intensive preliminary meetings with recipient governments before 

designing its aid programs. However, if it becomes another venue of political 

and economic interest-centered dialogue under the “Resource Diplomacy” 

principle, recipients and the international community will question Korea’s 

genuine intent of ODA and it will lead to ruin its own national interests. 

  

5.4. Supporting condition: enabling local or global cluster development 

Moon et al. (2011) expanded Porter & Kramer’s (2011) suggestion of enabling 

local cluster development by adding global cluster. In fact, as globalization 

with a rapid development of transportation and communication proceeds, the 

area of cluster does not need to be constrained in a domestic area. There are 

more opportunities to create shared value when donors work in conditions 
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where related and supporting actors are working closely either geographically 

in a particular area or virtually everywhere.  

In the field of ODA, the cluster can be redefined as a group of all the actors 

including the government, implementing agencies, scholars, research 

institutions, universities, consulting firms and NGOs. What is important is that 

those are not only from a donor country but also from a recipient country and 

international community.  

Looking at domestic situation, there are only a handful of research institutions, 

universities and consulting firms in Korea’s aid industry. Korea should be 

aware that the government cannot do everything alone and thus it is critical to 

nurture an entire ecosystem of aid industry by supporting private institutions 

and international development NGOs. Another suggestion would be to broaden 

the opportunities of Public-Private Partnership (PPP). The PPP can support 

Korea’s ODA with financial contribution of corporations and their expertise.  

Apart from domestic cluster, it can also improve its aid effectiveness and 

competitiveness with strong partnerships with recipients. Korea used to request 

resources and energy at the expense of bilateral aid with conditionality. 

However, this can lead recipients to misunderstand that Korea has only interests 

in exploiting their own natural resources. Hence, it would be wiser to do more 
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joint venture-type ODA projects in cooperation with recipients. By doing so, 

Korea can build more fundamental trust and partnership and also strengthen 

capacity as well as ownership of recipients.  

 

6. Conclusion 

Korea is one of a few countries that has become a donor from a recipient. In 

2010, as the country became a member of the OECD Development Assistance 

Committee (DAC), the government pledged to increase the quantity and 

enhance the quality of its ODA. There are many voices from various groups on 

what would be the best way for Korea’s ODA for the future. However, most of 

the discussions and debates have been locked in the controversy as to whether 

they have to pursue humanitarianism or national interests.  

This paper proposed to look beyond the controversy by applying the concept of 

CSV between donors and recipients. The paper first introduced two 

contradicting perspectives on aid: humanitarianism and national interest. Then 

it extended its discussion toward the concept of CSV and provided a new 

framework to classify donor countries into four categories: 1) National Interest-

centered, 2) Humanitarianism, 3) Waste of Resource and 4) Smart ODA 
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Strategy, in terms of how much they pursue to create national and recipient 

benefits. The paper emphasized that donors should move toward Smart ODA 

Strategy.  

According to the study, donors like the US, Japan and China can be classified 

under “National Interest-centered Strategy,” which is more interested in 

maximizing their national interests. On the other hand, Denmark, Norway and 

Sweden are located between “Humanitarianism” and “Smart ODA Strategy” in 

that they try to achieve both donor interests and recipient benefits. It was 

difficult to classify Korea’s ODA strategy because its ODA history is not that 

long. However, given its aid quantity and quality, its ODA strategy is 

categorized just one step ahead of “Waste of Resource” towards “National 

Interest-centered.” 

Lastly, the paper applied the four steps of CSV: 1) defining core competence, 2) 

redefining productivity in the value chain, 3) reconceiving comprehensive 

targets, and 4) enabling local or global cluster development. Based on this 

framework, Korea can enhance its aid competitiveness and effectiveness by 1) 

maximizing competence of its unique development experience, 2) unifying the 

current fragmented ODA system and raising public awareness on ODA, 3) 

further strengthening the Country Partnership Strategy (CPS), and 4) nurturing 



50 

an entire ecosystem of ODA at the domestic and international level.  

The paper’s major contribution would be to apply the concept of CSV into the 

discussion of development studies: a controversy between humanitarianism and 

national interest. Although this paper had a careful analysis on Korea’s ODA 

from a new framework, most of the ideas are not new but based on existing 

studies. Also, the classification of donor countries was not empirically studied 

in this paper. Further studies can be done to investigate ODA strategies of the 

OECD DAC member countries in order to more accurately find out their 

position in the category and provide more detailed tips on how to create shared 

value for each nation.  

As an emerging donor, Korea is at the crossroad for its future ODA strategy. In 

reality, it is inevitable to consider both self-interest and global responsibility. 

CSV can be one of the answers for co-prosperity of Korea and its recipient 

countries.  
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국 문 초 록 

 
 

인도주의와 국익의 논쟁을 넘어서는 한국의 스마트 ODA 전략: 

 포터와 크레머의 공유가치 이론을 통한 한국ODA전략의 재정향 

 
 
 

본 연구는 원조를 둘러싼 인도주의와 국익의 논쟁을 넘어서, 공여국과 

수원국 간의 공유가치 창출을 통한 상호 간 이익을 최대화하는 스마트 

원조전략에 대해 중점을 두었다. 전통적인 공여국(미국, 일본, 북유럽 3 개국 

등)과 한국의 원조 전략을 분석함으로써, 각국 원조 전략을 1) 국익중심, 2) 

인도주의, 3) 스마트 원조, 4) 자원의 낭비로 새롭게 범주화하였며, 이를 

바탕으로 한국의 원조전략 개선을 위해, 1) 경쟁분야: 한국이 다른 

원조공여국에 비해 가장 강점으로 지니고 있는 최빈국에서 공여국으로 

성장한 한국의 발전경험을 보다 체계화하고, 2) 생산요소: 현재 분절화된 

원조체계를 통합하며, 원조에 대한 국민들의 인식을 증진시키고, 3) 시장수요: 

국별협력전략을 보다 강화하여 수원국의 수요와 현지상황에 적합한 원조 

사업을 마련하는 동시에, 4) 관련분야: 국내외 원조 

이해관계자(유관/협력기관)을 육성하고 효과적으로 연계함으로써 클러스터 

효과를 통한 시너지효과를 이끌어낼 것을 제안하고 있다.  
 
 

주요어: 공유가치, 공적개발원조, 인도주의, 국익, 스마트 원조 
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