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ABSTRACT

In the past, cooperation between South Korea and the Russian Federation had been hindered by predominantly political factors. The implementation
of energy resource projects was not viable due to tensions on the Korean peninsula and Russia’s capabilities were limited due to sanctions against it.
While projects had been fulfilled, enough of them had been left on paper, so there is hesitation in developing new strategies. But that is history. Both
countries have shown interest in forming a partnership from which they can benefit. Changes in the political situation have opened a window for many
new opportunities. This manuscript examines and analyzes the development of interrelations between Russia and South Korea and gives a valuation

of the prospects of cooperation in the short and medium term.
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1. INTRODUCTION

The “Eurasian initiative” aimed to expand cooperation of both
Russia and states of the Korean peninsula. Unfortunately, it was
not very effective and could not overcome the obstacles that
it faced. Communication between the Russian Federation and
countries like South Korea was poor, which had affected the results
of the initiative that lacked strict guidelines for implementing its
strategies.

Furthermore, the infamous sanctions against Russia from the West
had strained connections between South Korea and Russia, due
to the fact that the United States of America actively cooperates
with the Asian country.

However, that being said, the prospects of cooperation between
Russia and South Korea are promising. The situation of
international affairs has changed and the odds of close cooperation
between Russia and several states have been increasing.
Stereotypes and fears regarding the economy of the Russian

Federation and the remnants of the USSR are being replaced with
a more pragmatic vision, which will positively translate to future
economic opportunities.

2. LITERATURE REVIEW

The relations between South Korea and Russia have not always
been one-sided. They have had their struggles, the effects of which
are slowly deteriorating.

Bansal et al. (2013) states that South Korean businessmen have
maintained the opinion that Russia has not changed its policy
towards the nature of its economy since the existence of the USSR.
Some believe that the country has not truly switched to a market
economy. This leads Korean investors to be under the impression
that their contributions for a joint project are not safe.

Experience has shown that a direct increase of Russian energy
exports, while not the only measure possible, is vital for increasing
future cooperation. (Bove and Lunghi, 2006; Cai et al., 2011).
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Moreover, South Korea could attract more investments in
infrastructure and oil and gas sector projects, which, consequently,
will increase the level of trust between these countries.
(Chiemchaisri et al., 2012; Gardner et al., 1993).

Another effective method of overcoming obstacles is the
active investment and financing in infrastructure, which will
exponentially increase export volumes of energy resources to the
Republic of South Korea and increase the process of cooperation.
Further investments in Eastern Siberia and the Far East will
significantly increase the rates of development of cooperation
with East Asian countries in general (Mikhaylov et al., 2018;
Nyangarika et al., 2018).

These projects could be financed by the profits gained from energy
resource trades with European states.

Unfortunately, the ongoing sanctions by the West, accompanied
by low oil prices lead to declining energy exports to Europe
(however, over 65% of Russian energy is exported to European
states). And, therefore, other sources of profits are required to
replace these losses. Finding these sources of income will lead to
overcoming certain financial difficulties, implementing projects
in Eastern Siberia and the Far East and the development of the
partnership between Russia and South Korea (Nyangarika et al.,
2019b; Nyangarika et al., 2019a).

One of the alternative ways of funding these projects of energy
cooperation in Eastern Siberia and the Far East is changing the
existing tax system, namely raising taxes on energy export bodies
(Mikhaylov, 2018a; Mikhaylov, 2018Db).

Nevertheless, reorienting to the East will take time. Objectives in this
part of the world contain the construction of additional infrastructure
projects and attraction of investments for their completion to raise
the cooperation level with the Republic of South Korea and the
transformation of the latter into one of the main importers of Russian
energy resources (Lopatin, 2019a; Lopatin, 2019b).

It is also worth considering the possible creation of an effective
Russian-South Korean investment platform whose resources
should be aimed at developing and implementing joint energy
infrastructure projects in Siberia and the Far East.

3. DATA AND METHODS

The Export-Import Bank of the Republic of South Korea
(Eximbank) and the Bank for Development and Foreign Economic
Affairs (Vnesheconombank, VEB) signed a Memorandum
of Understanding on November 13, 2013. The aim of this
Memorandum was to create an investment platform for the
development of economic cooperation between the two states
and promoting co-financing of the aforementioned projects
(Meynkhard, 2019a; Meynkhard, 2020).

Dayong et al. (2019) is under the impression that sanctions towards
Russia were a significant reason why the investment platform was
not implemented to its full extent.

So, it could be argued that the state of the project, which aims to
strengthen energy cooperation with South Korea in particular, will
largely depend on the political relations between Russia and certain
Western countries. Annulment of economic sanctions would be
beneficial, resulting in full energy export to the European sector
and the development of relations with Asia (Mikhaylov, 2019a;
Mikhaylov et al., 2019).

However, Morris and Barlaz (2011) state the reorientation to
the East, the creation of necessary infrastructure and energy
cooperation with South Korea is dependent on political factors
and relations, rather that financial.

Despite all of this, prospects of future cooperation are rather
promising. According to a framework of Russian-Korean
cooperation since 1993, the construction of a gas pipeline
from Russia to South Korea through the territory of North
Korea was actively discussed (Moiseev, 2017c; Moiseev and
Akhmadeev, 2017).

The parties even agreed on a joint study of the project’s capabilities
in 2008. However, relations between the two countries of the
Korean peninsula were deteriorating. Furthermore, North Korea
had issues with many countries in general, which resulted in UN
sanctions. So, unfortunately, the implementation of the project was
not possible due to external factors (Moiseev, 2017a; Moiseev,
2017b; Moiseev and Sorokin, 2018).

According to a study by the Korean Institute for Strategic Planning
(Korea Institute for Future Strategies, KIFS), there are two ways
in which Russian-Korean energy cooperation could develop in
the medium term. The first one involves increasing supply LNG
from Russia through a project which will expand LNG plants in
the Arctic (the operating OJSC Yamal LNG and construction of the
first line of the Novatek plant in the Arctic LNG-2, where natural
gas liquefaction will begin in 2019, and is planned to launch in
the years 2022-2023) and Sakhalin-2 in the Far East. The second
route of developing cooperation between Russia and South Korea
involves constructing a gas pipeline passing through the territory
of the People’s Republic of China (PRC).

Considering all that has been said, it is evident that prospects of
cooperation are engaging and realistic.

4. RESULTS

The relationship between the two Korean states historically has
been unsteady. But comparison of the state of affairs from a couple
of years ago to the situation now will reveal that the case currently
is a lot less stressful.

This is explained by the fact that North Korea and the Republic
of South Korea have recently begun to approach each other, and
the highest officials of these countries have been able to conduct
constructive dialogue.

Considering this, if the parties are in fact able to come to a
compromise through constructive dialogue, it will become
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possible to build a gas pipeline through North Korean
territory. The gas pipeline can be successfully constructed
and launched only with the active participation of the Russian
Federation and China. They will serve as guarantees of political
stability. Furthermore, various financial organization, such
as the International Development Bank (IDB) and the Asian
Infrastructure Investment Bank (AIIB) will have to be involved
in the project to reduce financial risks.

Fortunately, participating parties have been showing high levels
of interest in the implementation of this project.

So, for example, discussions regarding the Trans-Korean gas
pipeline were renewed during the Eastern Economic Forumin 2017.
Moon Jae In and Vladimir Putin noted the importance of energy
cooperation between South Korea and the Russian Federation as
part of their meeting (Meynkhard, 2019b; Lopatin, 2019b).

Moreover, Russia can now develop not only bilateral cooperation, but
reach a new level of trilateral economic cooperation due to the easing
of tensions between the Republic of South Korea and North Korea.
This also contributes to the direction of foreign policy of the current
South Korean President Moon Jae In, which is based on strengthening
cooperation with the Russian Federation and North Korea, especially
in transport logistics (Jaramillo and Matthews, 2005).

One of the main tasks of the President’s foreign policy is involving
North Korea in tripartite cooperation projects in order to bring the
state out of economic isolation (Figures 1 and 2).

Appropriate measures have been taken by both sides recently, which
allow to continue the process of implementing the Trans-Korean
gas pipeline and beginning its construction. The political course
of the current President of the Republic of South Korea, Moon
Jae In, contributes to the promotion of this project. His policies

are oriented towards implementing multilateral projects which
incorporate North Korea. So, in July of 2018, Gazprom turned to
KOGAS with a proposal to conduct a comprehensive study of the
aspects of constructing the Trans-Korean pipeline. Currently active
preparatory work is underway with the South Korean parties led
by KOGAS (Denisova, 2019; Denisova et al., 2019).

There are also obstacles that are persistent in all potential areas
of cooperation. These are the conditions in which both the
governmental and private sides of South Korea have to do business
and cooperate: bureaucracy, audit and tax reporting standards,
customs, procedures, technological standards and copyright
protection.

In general, despite the presence of a number of problems, both
financial and bureaucratic, energy cooperation is promising
and both parties are interested in its development. Russia
and South Korea are both looking into creating institutional
frameworks necessary for legal consolidation of cooperation,
multiple agreements, memoranda and plans.

In the past, projects of energy cooperation, infrastructure and
general investments had not been fully implemented due to anti-
Russian sanctions or a temporary economic recession. However,
as we have discussed, prospects for the future are promising and
the obstacles that had stood in the way of a partnership are being
overcome.

The current administration of the Republic of South Korea, headed
by President Moon Jae In, is guided by his proposed “new northern
policy,” which includes establishing beneficial interrelations
with the Russian Federation and North Korea. Moreover, the
involvement of the latter in tripartite energy infrastructure
cooperation projects, such as the Hassan Rajin railway project,
the construction of the Trans-Korean Railway and aforementioned

Figure 1: South Korea oil import, kilobarrels per day
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Figure 2: South Korea oil demand, kilobarrels per day
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gas pipeline, will be a determining factor in establishing strong
interrelations between South Korea and its northern neighbor.

Therefore, the odds of significantly expanding energy cooperation
and, consequently, political and socio-cultural cooperation,
between the Russian Federation and the Republic of South Korea
are higher now more than ever when considering the balancing of
relations with North Korea.

In this regard, Russian companies and ministries can take even
more steps to support the implementation of all the plans that have
been outlined. This will also help attract further investments in
multilateral projects. Overall, there will be even more investment
opportunities, which will reinforce the country’s investment
climate and grow the economy exponentially.

In addition, joint oil, gas, and related infrastructure projects can
be supported by the government and be under its control, which
will make the work even more effective (Table 1).

Regularly held meetings at different levels of representatives of
oil, gas, transport and construction companies with representatives
from relevant ministries, departments and divisions will result
in the successful monitoring of the implementation of projects.
Furthermore, creating new platforms for interactions and formal
and informal meetings about individual projects, in addition to
the existing Russian-Korean IPC, will substantially increase the
benefits of cooperation.

Informal meetings in particular will be helpful, as they are
necessary for developing friendly relationships that will build
strong connections between partners.

In the next few years grandiose cooperative tripartite projects will
be possible due to the establishment of inter-Korean dialogue.

Communication between the Republic of South Korea and North
Korea is significantly increasing the probability of implementing
compelling ventures. This will also undoubtedly increase the
supply volume of energy resources in South Korea and attract
more investments in the development of the Far Eastern region
and Eastern Siberia especially.

Although unfortunately, it is difficult to judge further development
of energy cooperation after the end of Moon Jae In’s presidency.
This is explained by the fact that South Korean presidents often
radically change the course of national policies with the aim of
avoiding the criticism that their predecessors were subjected to
and fulfill their election promises.

That being said, the policies that were implemented by the
previous President will remain as one of the key components of
future policy, considering that the state is almost 90% dependent
on imports of energy resources and they are vital to ensure the
functioning of the national industry and economic growth.

Therefore, it can be assumed that subsequent administrations of
the Republic of South Korea will be interested in strengthening
and deepening energy cooperation with the Russian Federation.

Regarding the latter, the authors do not see any obstacles that could
prevent the development of energy cooperation with South Korea
in the short, medium and long term.

Moreover, given the anti-Russian mood of the West, the course
reorientation to the East will not be curtailed, but, on the contrary,
will be actively realized.

Now the Russian government and oil and gas corporations can
continue to initiate negotiations to reinforce the fact of creating
and implementing joint energy projects with South Korea.
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Table 1: Russian oil producers and transneft throughput, megabarrels per day

Days in period 365 364 366 365

Rosneft production 2,27 2,30 2,34 3,13
Rosneft exports 1,08 1,18 1,21 1,59
LUKOIL 1,80 1,61 1,69 1,71

production

Transneft exports 0,56 0,48 0,49 0,41

TNK-BP 1,44 1,46 1,45 0,72
production

Transneft exports 0,63 0,59 0,60 0,27
Surgutneftegas 1,19 1,22 1,22 1,23
production

Surgutneftegas 0,51 0,54 0,53 0,58
exports

Gazprom Neft 0,60 0,60 0,63 0,64
production

Gazprom Neft 0,27 0,25 0,24 0,16
exports

Tatneft production 0,52 0,53 0,52 0,53
Transneft exports 0,33 0,31 0,24 0,23
Slavneft 0,37 0,36 0,36 0,34
production

Slavneft exports 0,00 0,00 0,00 0,00
Russneft 0,26 0,27 0,28 0,25
production

Russneft exports 0,10 0,11 0,11 0,09
Gazprom 0,27 0,30 0,31 0,34
production

Gazprom exports 0,01 0,01 0,02 0,01

Bashneft 0,28 0,30 0,31 0,33
production

Bashneft exports 0,06 0,07 0,09 0,08
Novatek 0,07 0,08 0,08 0,09
production

Novatek exports 0,00 0,00 0,00 0,00
Small producers 0,74 0,82 0,79 0,90
production

Small producers 0,20 0,17 0,22 0,21

exports

Total production 10,09 10,25 10,34 10,47
Total exports 3,75 3,71 3,75 3,63

365 365 366 365 365 304
3,82 3,78 3,78 3,77 3,88 3,54
1,88 1,95 2,01 2,03 2,13 2,24
1,73 1,71 1,66 1,63 1,64 3,10
0,39 0,45 0,44 0,42 0,41 0,40
0,00 0,00 0,00 0,00 0,00 0,00
0,00 0,00 0,00 0,00 0,00 0,00
1,23 1,23 1,23 1,21 0,91 121
0,51 0,60 0,52 0,59 0,45 0,65
0,67 0,51 0,75 0,79 0,79 0,79
0,15 0,14 0,20 0,20 0,15 0,18
0,53 0,36 0,57 0,58 0,59 0,60
0,17 0,21 0,24 0,29 0,22 0,22
0,32 0,31 0,30 0,31 0,18 0,06
0,00 0,00 0,01 0,00 0,00 0,00
0,17 0,18 0,14 0,14 0,14 0,14
0,06 0,05 0,04 0,05 0,05 0,04
0,32 0,20 0,15 0,00 0,00 0,00
0,01 0,01 0,01 0,01 0,01 0,01
0,36 0,37 0,43 0,41 0,32 0,37
0,10 0,11 0,12 0,00 0,00 0,00
0,09 0,09 0,13 0,15 0,15 0,16
0,01 0,01 0,01 0,01 0,01 0,01
1,00 1,13 1,38 1,58 1,62 1,66
0,22 0,27 0,28 0,34 0,29 0,33
10,52 10,67 10,91 10,93 11,11 11,24
35 3.8 3,88 3,94 3,72 4,08

Source: Russia Energy Ministry

5. CONCLUSION

Based on the analysis of various sources and literature and
the application of various research methods the authors of this
manuscript were able to comprehensively study the topic of
energy cooperation between the Russian Federation and the
Republic of South Korea for the period from 1991 to 2018 (An
et al., 2020).

The article identifies and analyzes methodological and institutional
foundations of such cooperation, determines the problems that
hinder deepening of cooperation, as well as the current political
situation in the Republic of South Korea and the Russian
Federation. Furthermore, the complementary nature of their
economies draws conclusions regarding the development of energy
cooperation in the short and medium term (Zubakin et al., 2015).

The study examined various theories and concepts, from different
points of view; it explains the logic and behavior of states when

making decisions whether to cooperate or not to cooperate in
the energy sector, as well as analyzed the official positions of
the states under consideration in relation to the energy situation
in the country, and prospects of energy cooperation in particular
(Milbrabdt et al., 2014; Morgan and Yang, 2001).

Based on the analysis, cooperation is based on the existence of
certain interdependencies between states. In other words, in the
case of the Russian Federation and the Republic of South Korea,
this is interdependence along the axis exporter-importer (An et al.,
2019a; An et al., 2019b; An et al., 2019c; An et al., 2019d).
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