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Korean ODA and Recipient Governance:
Fungibility of Development Aid due to Corruption in Recipient Nations

1 F #(Go, Joo Hyun)

ABSTRACT

This research defines the relationship between aid fungibility and corruption, as well as the
improvement of governance in Vietnam, Philippines, Indonesia, Bangladesh, Sri Lanka, and Mongolia,
the major ODA recipient nations of Korea. The paper looks at World Bank governance indicators
(Voice and Accountability, Political Stability and Absence of Violence, Government Effectiveness,
Regulatory Quality, Rule of Law, Control of Corruption) and trends in total ODA amount. Despite
the increase in aid funding, the quality of governance does not show marked improvements in
recipient nations. In terms of the relationship between the quality of governance in recipient nations
and aid fungibility, the improvement of governance in one area does not lead to a decrease in aid
fungibility. However, the possibility of aid fungibility does increase if press freedom and government
accountability are low. In the case of Vietnam, where corruption is rampant and a low level of
democratization, the chances of aid fungibility was highest.

Lastly, the paper examines the case of Vietnam, which receives the greatest amount of aid funds
from the Korean government, for possible forms of aid fungibility. This research distinguishes itself
from previous papers in that it analyzes corruption, governance improvement, and aid fungibility
from a political and social structure perspective, instead of focusing on economic growth and
quantitative variables. The research shows that focusing aid efforts is not sufficient in improving
the governance of the recipient nation over a short period of time. This is due to the lack of
understanding on the aid needs of the recipient, and the failure to understand the causes of the
structural corruption due to a policy direction prioritizing the strategic understanding of the donor
state.

Key words: ODA, Development Aid, ODA Governance, Corruption, ODA Fungibility
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