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Liudmila Zakharova
Institute of Far Eastern Studies of the Russian Academy of Sciences,
MGIMO University

The Results of the New Northemn Policy: Russian Evaluations

The New Northern Policy (NNP) was proclaimed by the ROK’s President Moon
Jae—in in Vladivostok during the 3rd Eastern Economic Forum in September 2017. The
Initiative  was designed to boost cooperation between South Korea and its northern
neighbors, including Russia. At the end of the 1980s the ROK’s President Roh Tae—woo
initiated the original “Northern policy”. It resulted in the beginning of economic relations
between South and North Korea, as well as the establishment of diplomatic relations
between the ROK and the USSR in 1990, and the ROK and China in 1992. In this context,
President Moon Jae—in was seen to have set ambitious goals of reviving inter—Korean

dialog and significantly 1mproving relations with Russia and other northern neighbors.

The road map of achieving the goals in the Russian direction included projects
across nine key sectors (the 9—Bridge Strategy). Originally they included shipbuilding,
ports, North Pole Route, gas, railways, electricity, jobs, agriculture, marine products. Those
areas were not new for the history of cooperation between the two countries and
represented the ROK’s increased interest to implementing projects in the Russian Far East.
In 2020 the 9—Bridge Strategy was revised to include more cooperation spheres such as

healthcare, innovations, culture and tourism.

Russia generally welcomes the northern—oriented diplomacy of South Korea both
because it needs peace at the border and is interested in more international cooperation for
its Pacific territories. As President Putin put it after the summit with President Moon in
September 2017, Russia expects more ROK’s participation in such large—scale
infrastructure projects as modernization of ports and shipyards in the Far East, as well as

joint development of the North Pole Route.



Since President Moon prioritized relations with Russia in his New Northern Policy
the two countries made special efforts to advance bilateral cooperation. Highest level
contacts intensified whereas working level meetings became more diversified and
goal—oriented. Unlike previous Eurasia initiative, the NNP implied creating new cooperation
mechanisms. The ROK established the Presidential Committee on Northern Economic
Cooperation as the policy control tower and communication channel. Song Young—gil,
famous for his contribution to the development of Russian-South Korean relations, for which
he was awarded the Russia’s Order of Friendship, became the first head of the Committee.
The Committee tried to maintain active contacts between the ROK’s presidential

administration and Russia’s Far East Development Ministry.

New mechanisms were established to facilitate business and interregional
cooperation. In November 2017 the Korea Trade and Investment Promotion Agency
(KOTRA) opened the Korean Investor Support Centre in Vladivostok “for investors to call
and obtain advice on how to implement their projects in Russia's Far East”. First
Russia—Korea Interregional Forum was held in Pohan, South Korea, in November 2018.
Representatives of 9 Far Eastern Federal District regions and 17 regional governments of
the Republic of Korea, as well as over 200 business people took part in it. The Second
Russia—Korea Interregional Forum was held in September 2019 in Vladivostok. This forum
was conceived as a platform for personal contacts between local governments and
businesses to increase mutual awareness of local conditions and opportunities, as well as a

place where regional investment projects can be discussed.

An 1mportant prerequisite for the success of the NNP was an improvement of
relations between South Korea and North Korea. Inter—Korean rapprochement in 2018 laid
a foundation for further progress in the implementation of multilateral economic projects
involving Russia, if the international sanctions against North Korea were eased. President
Moon with his New Economic Map of the Korean Peninsula prioritized transport cooperation

with North Korea.

The Russian side had some hopes on South Korea’'s joining the Hasan—Rajin
logistics project implemented by Russia and the DPRK, as it is one of the very few
economic 1nitiatives excluded from the UN Security Council sanctions against North Korea.
In June 2018, President Putin and President Moon agreed to intensify research in the

railway, gas and electric power spheres to promote trilateral projects involving Russia,



South and North Korea. These projects are important both for development of the Russian
Far East, and for building trust between South and North Korea. However, 2019 brought a
new deadlock in the US—North Korea dialog as well as an end to inter—Korean exchanges.
At the same time Russia—oriented diplomacy of the ROK also started to show signs of

decline.

If we try to evaluate the results of the NNP after 4 years since it was proclaimed,
we can still see little progress in Russia—ROK economic relations. Partly, it can be
attributed to the influence of COVID—19 pandemic which started in 2020.

In September 2017 the leaders of the two countries set a goal of increasing bilateral trade
to $ 30 billion by 2020. However, due to pandemic shock in 2020 trade turnover between
Russia and South Korea amounted to just $ 19.6 billion. 2021 has a chance to improve the
situation in this sphere as the two countries trade stood at $ 19.2 billion just for the
January—August period. In general, the volume of trade is very volatile and its structure is
still traditional (mostly Russian mineral resources in exchange for South Korean

manufactured goods).

Under President Moon South Korea started to push for concluding a free trade
agreement (FTA) with the Eurasian Economic Union as part of its efforts to expand
economic cooperation with Russia. The issue was raised at the Russia—ROK summits, but
the progress in trade liberalization has been slow so far. The Russian side expresses
concerns that the FTA format may allow South Korea to increase its exports to the EAEU
countries on a much larger scale than can be done in the opposite direction. Russia and
South Korea decided to start negotiations on an FTA in service and investment sectors in
2018 and officially launched them in June 2019, but no agreement has been concluded so

far.

Investment 1s still an underdeveloped cooperation area. The accumulated volume of
Russian investments in the ROK currently does not exceed $§ 100 million, while the
accumulated volume of South Korean investments in the Russian Federation is about $ 3
billion. Large South Korean companies have implemented a number of projects in Russia,
primarily in the manufacturing industry. However, in recent years, it has not been possible
to achieve a significant increase in South Korean investment in Russia, despite the creation

of special economic regimes in the Russian Far East.

In September 2017 President Moon offered to create a $2 billion financial platform



for joint investment projects in the Far East. As part of this initiative, Russia’s Far East
Development Fund signed a partnership agreement with Export—Import Bank of Korea
(KEXIM) and considered different forms of joint assistance to projects with participation of
Korean investors. However, the only example of KEXIM's funding for Far Eastern projects

1s a loan to Lotte Group to acquire agricultural assets in Primorye.

Serious obstacles for the economic relations development that lie on the surface are
the sanctions imposed against Russia by the US (which the Korean companies and banks
are scared of) and the North Korea nuclear problem. Moreover, part of the projects
announced among the 9—Bridges (such as gas pipeline construction, connection of railways
and attracting North Korean labor force to work in an industrial complex in Russia’s
Primorye province) require inter—Korean reconciliation and at least partial relief of the
UNSC anti—DPRK sanctions.

A deeper analysis also shows problems with finding mutually beneficial projects that
can be implemented quickly and without governments’ assistance whereas a stable form of
the both governments support mechanism has not been found yet. However, the Korean
government keeps looking for possible options to assist Korean companies in expanding
their presence in the Russian Far East. For example, Korean state—owned Land and
Housing Corporation has been working on several projects such as building an industrial

park and designing a "smart city" using high IT technologies in Primorye.

COVID—19 pandemic poses new challenges for Russia—Korea cooperation. Before
the pandemic, tourism was actively developing and had every chance to become a new
driver in the development of relations between Korea and the Russian Far East contributing
to the growth of mutual understanding between people. The growth in the number of South
Korean tourists in Primorye could help attract investment by small and medium—sized
Korean businesses in the local service sector. However, less mobility for people has
practically put bilateral tourism on a brake. At the same time we can now see new
horizons in such spheres of cooperation as healthcare and medicine. Joint vaccine production
as well as the projects of opening South Korean hospitals in Russian international medical
clusters in Skolkovo and on the Russky island are good examples of mutually beneficial

cooperation.

To sum up, the results of the NNP after 4 years of its implementation are rather

modest. Most projects are still under discussion. And it 1s not clear where they will not be



abandoned after a new president comes to power in the ROK in 2022. Therefore, if it a
long—term strategy for Seoul to expand ties with the northern neighbor, it will be
important to ensure certain stability and maybe provide more government support to

deepening economic ties with Russia.
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