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Hallyu Power
A focus on soft power in Lee Myung Bak’s Cultural Policy

Introduction

The South Korean? cultural pride, Hallyu or the Korean Wave, has been around for over a
decade now. What started out as the spread of drama series in mainly China and Japan has
since evolved into a much larger wave. In the 2000s the wave was mainly concentrated in
Asia, the biggest market being Japan. However, as of late, other parts of the world also seem
to have taken to the cultural spread of Korea.

Over the past 10 years much research has been done with regards to Hallyu. Research has
mainly focused on how Korea’s cultural goods were so easily accepted, especially in Asia.
But also much focus has been given to defining how the Korean wave should be continued
and how it would be possible to extend it further.

The commonly accepted explanation for the spread of Korean culture in the Asian continent is
the hybridity theory?, which explains Korean cultural products to be exhibiting a good mix of
‘Asian Values’ together with a mix of modernity that is well liked in the Asian regions.
Another way that the ease of the cultural spread is explicated is through ‘regionalization’ and
many other terms.® Whatever term is used, what most agree on is that the cultural as well as
geographical proximity of the Asian continent aided in the expansion of Hallyu. Not only that
but also the non-threat that Korean culture emitted. Because of its lack of a troubled past like
major forces China and Japan have and its status as a middle power, in the early days cultural
products coming from Korea seemed less a threat to their own culture and were therefore
more readily accepted.* ®

Also low priced cultural products in time of crisis benefited the initial spread of the Korean
wave throughout Asia.

! Hereafter Korea will indicate South Korea unless otherwise specified.

2 i.a. Shim Doobo (2006), “Hybridity and the rise of Korean popular culture in Asia”, Media, Culture & Society,
28:1, 25-44

Kim Eun Mi & Ryoo Ji Won (2007), “South Korean Culture Goes Global K-pop and the Korean Wave”, Korean
Social Science Journal, XXXIV: 1, 117-152

3 And other terms such as subglobalization, glocalization, globalization and global capitalism or cultural
globalization.

Yang Jong Hoe (2007), “Globalization, Nationalism and Regionalization The case of Korean popular culture”,
Development and Society, 36: 2, p 181, 184, 193

Shim Doobo (2006), “Hybridity and the rise of Korean popular culture in Asia”, Media, Culture & Society, 28:1,
p 39

Cho Hae-Joang (2005), “Reading the Korean Wave as a Sign of Global Shift”, Korea Journal, 45: 4, p 174

Kim Eun Mi & Ryoo Ji Won (2007), “South Korean Culture Goes Global K-pop and the Korean Wave”, Korean
Social Science Journal, XXXI1V: 1, p 122

4 Kim Eun Mi & Ryoo Ji Won (2007), “South Korean Culture Goes Global K-pop and the Korean Wave”,
Korean Social Science Journal, XXXIV: 1, p 138

5> However as of late, anti-Hallyu sentiment has spread throughout Asia as well, to which I will come back to
later in this thesis.



More research has been done on the influences of Hallyu and the soft power that goes in
accord with it.> However much of this research has focused on the presidencies in the
beginning stages of Hallyu, Kim Dae Jung and Roh Moo Hyun. Much less attention has been
given to the cultural power strategy of Lee Myung Bak, especially in English language
research.

Attention has however been given to Lee’s soft power strategy in the realms of international
aid and military deployment.” What came forth in these explorations of soft power strategy
during the Lee administration is the strategic use of such instruments. For example how the
foreign aid donated by the Korean Government, from 2008 through 2012, was focused on its
own region; Asia.? In this area focus lay especially on countries with high recourses and large
markets. Although it is against regulations to use foreign assistance strategically to benefit
oneself, it seems that this is what Korea is doing.®

Military deployment however is not as easily manipulated, but is still used to show a positive
image of Korea to the world.©

Other instruments equipped in the pursuit of a better image are the turn to a green image and
the attraction of major events and international meetings, such as the Nuclear Security
Summit in March of 2012.

These tools have been described by many scholars in studies on the political strategies of the
Lee administration. However, cultural policies are only mentioned in the sidelines of these
studies. Sometimes they will refer to the cultural policy with regards to using it in
combination with hosting big events, such as the NSS in 2012.* Still none of them look
deeper into this use of culture.

Korean research has some more focus on cultural policies, though these are mostly in relation
to economics rather than state power.*2 This is easily explained by the fact that the policies
and White Papers are indeed more focused on the economics of culture than the power.
Nonetheless it is useful to look into this instrument, because it is an important strategy
directly mentioned in the policies.

6i.a. David Shim & Patrick Flamm (2013), "Rising South Korea: A Minor Player of a Regional Power?", Pacific
Focus, 28: 3, 384-410

Geun Lee (2009), "A theory of soft power and Korea's soft power strategy”, Korean Journal of Defense Analysis,
21:1,205-218

7i.a. David Shim & Philipp Olbrich (2012), "South Korea's Quest for Global Influence", Global Asia, 7: 3, 100-
107

8 David Shim & Philipp Olbrich (2012), "South Korea's Quest for Global Influence”, Global Asia, 7: 3, p 103

% ldem. p 103

10 |dem. p 104-105

David Shim & Patrick Flamm (2013), "Rising South Korea: A Minor Player of a Regional Power?", Pacific
Focus, 28: 3, p 385

11 David Shim & Patrick Flamm (2013), "Rising South Korea: A Minor Player of a Regional Power?", Pacific
Focus, 28: 3, p 390-91

2ia #59 (2012), “3HF-- 312k o] W] k2] o] ) [A critical understanding of the Hallyu Cultural
Industry]”, ] 9 A} 3] 15 [Research Community], 20: 4, 101-117
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Transition of the Cultural Content Industry Policy in Korea - Focused on the Government Finance],
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Z12F 14 [The Korean Wave Policy as a Corporate-State Project of Lee Government : The Analysis of
Structures and Strategies Based on the Strategic-relational Approach]”, 73 Al 2}A} 3] [Economics and Society], 97,
252-285



Therefore, in this thesis, | would like to look into the question how soft power goals and uses
are reflected and pursued by the Lee Myung Bak government through cultural industry policy.
How does the government envision the use of cultural policy for economic goals as well as
spreading a positive image of Korea, or nation-branding? And why does it seem such an
important part of their policy?

The reason for focusing on the Lee Myung Bak administration for this thesis is twofold. On
the one hand it is simply because there is not enough known about his policies, since more
research has been done on his predecessors and their views.

On the other hand it is because even though his direct predecessor, Roh Moo Hyun, also had
an idea of incorporating soft power into the cultural policies, Lee seems more bent on keeping
the wave alive to spread a positive image of Korea throughout the world and using this image
to his advantage as well. This includes his paradigm change from cultural industry to content
industry in 2009, where a much bigger focus was given to the economic and political power
of culture than in previous administrations.

The main framework for this thesis will be soft power. A term brought to international
attention by Joseph Nye. Soft power in short is the opposite of hard power and the ability to
get what you want through attraction rather than coercion. It is a term that | will delve into
more deeply in the first part of this thesis.

The second part will begin with a quick overview of the presidency of Lee Myung Bak. A
nimble introduction to the administration at hand.

After this | will continue the second part with the bulk of this thesis, which is the analysis of
the White Papers that were published during the administration period of Lee Myung Bak;
2008-2012. The role of these White Papers is, according to the government itself:

“The annually published Cultural Industry White Papers are a record of the will and results for
the development of the culture content industry of the people, the corporations, and the
government, of everyone. It has the role of accurately examining and analyzing the results and
unsatisfactory points of the previous year and then envisioning the future course.”** 14

Along with these White Papers for the content industry | will also include a short analysis of
the general and content part of the Policy Source Book™ that is published by the Ministry of
Culture, Tourism and Sports, which is an overview of the main policies and results of the 5
years of administration.

Through these chapters | hope to be able to analyze the ways that soft power is pursued and
hope to give an overview of the significance soft power has in the cultural policies during the
Lee administration.

13 Ministry of Culture, Sports and Tourism (2009), 2008 - 3}2F<] ¥ A — 912} 1. 31.A4] [2008 Culture Industry
White Paper — Annual Rapport], Preface p 2

14 Translations are by me unless otherwise indicated.
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Soft power

The background framework for this thesis comes from the notion of soft power. Soft power is
a notion that was brought to public attention by Joseph Nye in his book “Bound to Lead: The
Changing Nature of American Power” in 1990. And he elaborated further on the notion in his
2004 book; “Soft Power: The Means to Success in World Politics”. Since then others have
picked it up when talking about state power and forces of coercion and attraction.'® Although,
in his work, Nye mainly focuses on American soft power, in this chapter | would like to
explore how soft power is applicable to Korea as well.

According to Nye soft power is the opposite of hard power, which consists of measurable
coercion capabilities and recourses like economic ability, military power, ample population
and large territory.'” But Nye argues that even with these obvious power sources one cannot
always get what one wants. And here is where soft power comes in, it is a complimenting
power.

Nye describes soft power to be the ability to get the outcomes you want through co-opting or
attracting others to your cause.® It is an ability to shape the preferences of others, or put
simply: the ability to attract. Soft power has many ways through which attractiveness can be
played out. For example through political values, personality, policies, and most important to
this thesis; through culture.!® The attraction through these is most important in the quest to co-
opt others.

Attractiveness can lie in shared cultural values, or a goal that both sides are pursuing. The
most obvious fashion this is done in recently is the pursuit of a green world, and Korea has
hopped on the bandwagon for this as well. Climate is a hot item in the political world and one
way to win everyone over is to show that you are as interested in preventing the earth from
melting as them. Share the goal and show that you put in the effort. This brings us to one of
Nye’s side notes, which is that a policy or value you proclaim must actually be followed
through and acted upon for it to be believable.?° Otherwise your soft power ability will falter
on account of hypocrisy.

Gaining soft power through culture might even be a harder task than keeping your political
values in check. Nye notes that culture is not completely controllable by the government and
thus may lead to unintended spread of images or values.?* This is probably one of the reasons
that the Korean government tries so hard to control the cultural industry, to try and lead it in
the right direction. This shows in the way it wants to include traditional Korean culture into
the Korean Wave, because this portrays the values they want the international community to
perceive. For example when a people exchange is organized and foreign opinion leaders and
journalist are given an experience Korea tour and traditional culture is included.?? Or when

16 j.a. Jan Melissen ed. (2005), ‘The New Public Diplomacy; Soft Power in International Relations’, Palgrave
Macmillan

Lee Geun (2009), “A theory of soft power and Korea's soft power strategy”, Korean Journal of Defense Analysis,
21: 2, 205-218

17 Nye Joseph (2004), ‘Soft Power: The Means to Success in World Politics’, Public Affairs, p 3

18 1dem. p 5

9 |dem. p 6

20 |dem. p 55

2L |dem. p 52

22 To which I will come back to later.

Ministry of Culture, Sports and Tourism (2013), 2012 i&-3}2Fd ¥ 4] — 1 2} 1. 31.4] [2012 Culture Industry
White Paper — Annual Rapport], p 153 & 159



there are talks in the policies about working traditional culture into the government’s Hallyu
3.0 or ‘K-culture’ plans.?

Another hurdle that Nye mentions in regards to cultural soft power is the market demand.
This has little to do with politics and much more to do with taste and compatibility with
values of the receiving country. The Korean government is well aware of this and urges in its
policies to creation, as well as actively supports the creation of, diversified culture content in
order to have a better reach abroad.?® State mingling like this is nothing new to Korea; it has
been doing it for decades during the economic development years. With the pressure to open
its markets after they joined the OECD in 1996 and the demands of the IMF after the 1997
economic crisis, as well as the signing of the FTA with the United States of America in 2007,
Korea has (forcefully) opened up its markets, but the government still plays a large role in the
economic process.

Another thing, pointed out by Melissen in a book on new public diplomacy and soft power, is
that the pursuit of soft power is a long term commitment. He mentions that it should have
long term goals.?® Now even though public diplomacy is not just cultural policy, cultural
foreign policy is a part of public diplomacy, albeit a small part. In this way it is applicable to
Korea in the sense that the idea of utilizing soft power has been around before the Lee
government, namely in the times of Roh Moo Hyun. It is been around for a few years and
seems to be taking on an increasingly bigger role.

One of the reasons for the turn to soft power is quite obvious. Korea’s size and location have a
lot to do with it. Korea sees itself as belonging to the geographical group of East Asia;?’ this
group includes the big and influential states of China and Japan. Even though Korea has
known rapid growth, has a GDP per capita only slightly lower than Japan’s,?® although Korea
has a big technology market, even taking the lead in the mobile phone business, and has
several widely known multinationals, it still stands in the shadows of China and Japan. Japan
is well known for its early modernization, but also its rapidly developing technology markets
ensuring economic status in the 20" century and China simply because of its sheer size and
rapid growth. One way for Korea to make itself more heard is to try its hand at wielding soft
power.

As mentioned earlier Korea uses its role as a foreign aid donor, military deployment in peace
operations and the hosting of international events to not only make itself more known in its
own region but throughout the world. One of the reasons that this is so important to Korea is
because it has an export driven economy. Later on in this thesis | will show that the Korean

23 Ministry of Culture, Sports and Tourism (2013), 2012 i-3}4H] Wl A] — 1%} 1. 31.4] [2012 Culture Industry
White Paper — Annual Rapport], p 274

24 Nye Joseph (2004), ‘Soft Power: The Means to Success in World Politics’, Public Affairs, p 53

25 Ministry of Culture, Sports and Tourism (2013), 2012 i-3};H] WA — 1%} 1. 31.4] [2012 Culture Industry
White Paper — Annual Rapport], p 519

Ministry of Culture, Sports and Tourism (2013), 2012 & $}4FH W A] — 4 X} 1. 31.4] [2012 Culture Industry
White Paper — Annual Rapport], p 369

To expanded on later in this thesis.

26 Jan Melissen ed. (2005), ‘The New Public Diplomacy; Soft Power in International Relations’, Palgrave
Macmillan, p 15

27 David Shim & Patrick Flamm (2013), "Rising South Korea: A Minor Player of a Regional Power?", Pacific
Focus, 28: 3, p 389

28 |dem. p 392



government uses soft power, and cultural exchange to increase its visibility in the market, and
engage in economic relations with other nations.?°

Korea is aware that it is classified as a middle power in their region, but is eager for more
influence, more power. Using soft power to do this is what Nye calls “punching above their

weight” %

One way of doing this is what Melissen in his book calls ‘niche diplomacy’:

“Nice diplomacy, although often associated with very small countries, has in fact been more fully
developed by countries that have sufficient size and capacity to play notable roles on the international
stage but that are not strong enough to impose their positions or solutions. They can sometimes
exercise persuasive influence, but rarely deciding force.”!

In the way niche diplomacy is explained here Korea certainly fits the bill for attempting niche
diplomacy. Melissen uses Norway as an example of successful niche diplomacy.? He points
out that Norway has, throughout the years, focused on international peace work to improve its
image around the world. Norway’s problem was not so much a bad image, as it was simply
being invisible. Norway has turned that around through its focus on peace and through this it
has gained major results such as the news of the appointment of Norwegian ex-prime minister
Jens Stoltenberg, in late March of 2014, to the position of secretary general of NATO.*
Other examples of niche diplomacy are the fight against global warming and donating
financial aid. It is the political version of obtaining goodwill of businesses, which very much
resonates with the CEO-like manner in which Lee is perceived to have led Korea during his
reign. Melissen however also warns of the dangers of niche diplomacy,®* as it is putting all
your eggs in one basket. That is perhaps why Korea focuses on several niche diplomacy
directions. As mentioned before Korea is active in military peacekeeping operations, the
climate debate, foreign aid and its cultural exchange niche.

In an attempt to show that soft power is not only applicable to the United States, Nye also
included some chapters on other nations in his 2004 book. The examples he takes up in Asia
are, of course, China and Japan.

According to Nye, China’s economic growth can contribute to its hard as well as its soft
power.® Also China’s abundant and world-wide known culture is a source for soft power.
However Chinese soft power is limited by the perils of the authoritarian government.®® In this
aspect Korea differs greatly from China since it made the transition to democracy in the late
‘90s. This way Korea’s democratic process together with its culture can be used as attraction
more efficiently.

29 | will elaborate on this in the White Paper and significance chapter.

30 Nye Joseph (2004), ‘Soft Power: The Means to Success in World Politics’, Public Affairs, p 89

31 Jan Melissen ed. (2005), ‘The New Public Diplomacy; Soft Power in International Relations’, Palgrave
Macmillan, p 67

32 |dem. p 79-82

3 . 2014. NATO names Stoltenberg next chief. BCC. 23 April 2014.
<http://www.bbc.com/news/world-europe-26791044>

34 Jan Melissen ed. (2005), ‘The New Public Diplomacy; Soft Power in International Relations’, Palgrave
Macmillan, p 84

3 Nye Joseph (2004), ‘Soft Power: The Means to Success in World Politics’, Public Affairs, p 88

36 |dem. p 89

Jan Melissen ed. (2005), ‘The New Public Diplomacy; Soft Power in International Relations’, Palgrave
Macmillan, p 94



http://www.bbc.com/news/world-europe-26791044

As for Japan, its soft power lies mostly in its early modernization and economic success as
well as the spread of culture, but also their IT industry.3” Japan’s culture combined with its IT
industry led to a wide spread of Japanese games and animation throughout the world,
increasing Japan’s soft power considerably. However Japanese soft power is severely limited
by its past, especially in the Asian region. Because of its past colonization and aggression in
the region, many neighboring countries are weary of importing Japanese culture.®® Case in
point ;g the ban on Japanese cultural imports in Korea that wasn’t eased until 1998 and again
2004.

Similar to Japan, Korea has followed a road of large IT exports and this has helped in
spreading the Korean culture around the world as well. For example how Samsung’s big
market share in television is used by circulating free Korean culture content on Samsung’s
Smart TVs.*® Or the way some Korean channels are available for free on through Apple TV.
Korea actively engages IT to make Korea visible.

However contrary to Japan Korea has a less bad historical image. It is known for being the
victim, not the aggressor. This is one of the reasons that in the first stage of hallyu, Korean
cultural content was readily accepted. Although recently anti-hallyu sentiment has been
spreading because of the invasiveness of Korean exports to several domestic markets and
several countries have taken measures against overflowing Korean exports.*

However Korea has some positive points in comparison to the larger powers in the region
when it comes to the accumulation of soft power.

While Nye in his book focuses on the United States of America, things can be taken away
from it in a way that the anti-Americanism he mentions is applicable to the Korean situation
as well, albeit in a different way. While anti-American sentiment mainly grew from perceived
arrogance and trigger-happiness of the Americans*?, anti-Korean or more specific anti-hallyu
sentiment grew more out of market invasion. However even though the causes of the
sentiment differ, in order to maintain soft power (as well as exports), these sentiments need to
be addressed. This is where cultural diplomacy can be of assistance. Melissen quotes cultural
diplomacy to be:

“Cultural diplomacy, 'the exchange of ideas, information, art and other aspects of culture
among nations and their peoples to foster mutual understanding'.”*3

And he sees it as an important part of public diplomacy and a good example of soft power.**
In trying to eradicate the above mentioned anti-hallyu feelings, mainly in the Asian continent,
Korea has introduced several cultural diplomacy methods in their policies. One of those is the

37 Nye Joseph (2004), ‘Soft Power: The Means to Success in World Politics’, Public Affairs, p 85-86

3 |dem. p 87

39 .2003. South Korea to ease ban on Japan cultural goods. The Japan Times. 23 April 2014
<http://www.japantimes.co.jp/news/2003/09/17/national/south-korea-to-ease-ban-on-japan-cultural -
goods/#.UleZ4Vd9npY>

40 Ranging anywhere from clips from a popular music concert to a video of a performance of traditional Korean
music.

41 Ministry of Culture, Sports and Tourism (2011), 2010 i-3}4F] WA — 1%} 1. 31.4] [2010 Culture Industry
White Paper — Annual Rapport], p 185

I will further elaborate in this White Papers chapter.

42 Nye Joseph (2004), ‘Soft Power: The Means to Success in World Politics’, Public Affairs, p 67

Jan Melissen ed. (2005), ‘The New Public Diplomacy; Soft Power in International Relations’, Palgrave
Macmillan, p 52

43 Jan Melissen ed. (2005), ‘The New Public Diplomacy; Soft Power in International Relations’, Palgrave
Macmillan, p 147

4 |dem.



http://www.japantimes.co.jp/news/2003/09/17/national/south-korea-to-ease-ban-on-japan-cultural-goods/#.U1eZ4Vd9npY
http://www.japantimes.co.jp/news/2003/09/17/national/south-korea-to-ease-ban-on-japan-cultural-goods/#.U1eZ4Vd9npY

video exchange policy where they promote the making of documentaries and series through
coproduction. Through this they claim their goal is mutual understanding of each others
cultures.®® This is a prime example of the use of cultural diplomacy, on which I will elaborate
further later on. The government is very adamant on trying to fix these adverse feelings
throughout Asia in order to be able to continue cultural spread as well as keeping up exports
for economic reasons, for it is not very favorable for profits of Korean businesses if a market
as big as China’s puts bans and restrictions on Korea’s export products.

The Korean government also uses public diplomacy in order to expand into new markets.*®

Another matter that the Lee administration was concerned with was image and more
specifically; nation branding. On every other page of the White Papers throughout the 5 years,
you can read that there is the need to improve Korea’s image, the role of content to the
nation’s image and the strengthening of the image.*’ Nation branding is pre-eminent in the
cultural policies of Lee Myung Bak.

Melissen mentions in his book that nation branding is often very attractive to countries with a
weak international image or reputation®®, to which in Korea’s case I would like to add that it
Is attractive to be able to rise out of the shadows of their large and powerful neighbors.
Another point that is brought up is that nation branding is often also about the countries
identity itself. It entails shaping and molding its self-image and identity.*® This, in Korea’s
situation, would make a lot of sense as it has been through quite a bit of ups and downs in the
last century. Starting with the colonization by the Japanese, the liberation and subsequent
Korean War, after which the country was left divided. South Korea then went through rapid
economic growth and modernization in the sixties and seventies, and at the end of the 20™"
century it went through the democratization process. The consensus is that what Koreans
struggle with in forming a (cultural) identity is the break between traditional and
contemporary.®® They have had to deal with the loss of their autonomy after the Japanese
invasion, when Korean culture was repressed. After liberation Japanese presence was replaced
by a US presence and Korea went through a period of Americanization later half of the 20™
century.®! Later on, in the search of Korean’s own identity, traditional culture was brought to
the foreground as well and now there is a struggle to make all these influences compatible.
Nation branding for Korea is also related to pride. The rise of hallyu is something Koreans
take pride in, especially because of their repressive past. The fact that so many people take
interest in Korean culture and not other’s is something people are very mindful of and might
even want to show off. This is probably the reason why culture content plays such a big role
in the nation branding strategy.

4 Ministry of Culture, Sports and Tourism (2011), 2010 i-3};H] WA — 1%} 1. 31.4] [2010 Culture Industry
White Paper — Annual Rapport], p 183

46 In case of Colombia (further explained in White Paper chapter, 2012 and Significance chapter)

47 Ministry of Culture, Sports and Tourism (2011), 2010 - 3}4F] WA — 1%} 1. 31.4] [2010 Culture Industry
White Paper — Annual Rapport], p 3, 6, 66, 169, 176, 331

“8 Jan Melissen ed. (2005), ‘The New Public Diplomacy; Soft Power in International Relations’, Palgrave
Macmillan, p 20

49 Idem. p 20

%0 Haksoon Yim (2002), “Cultural identity and cultural policy in South Korea”, International Journal of Cultural
Policy, 8:1, p 38

51 Seong Won Park (2009), "The Present and Future of Americanization in South Korea", Journal of Futures
Studies, 14: 1, p 53



In his study on nation branding Wally Olins claims that there are three areas where nations
can present their nation brand. He names brand export, tourism and foreign direct
investment.>2

Brand export is quite straightforward. It is the linking of a brand to a nation; Samsung to
Korea. The Lee government takes this a step further in an attempt to make Korean culture a
brand name; K-culture. This means to expand current ‘New hallyu 3 to include more genres
of content; for instance including games in an attempt to spread the Korea brand worldwide.>*
Tourism is also an item high on the Korean agenda. The government tries to find Korea’s
edge in the market by combining tourism and culture content. Especially when focusing on
attracting Japanese tourists to Korea there is a clear strategy in combining hallyu content and
stars to tourism.> It also focuses on promotion of tourism, for example through ‘2010-2012
Visit Korea Year’® and even combing tourism with another area of soft power it is active in;
green Korea.>’

In the Policy Source Book soft power is even literally mentioned when talking about using
culture, sports and tourism to strengthen the nation brand:

“Aware that soft power is the future of national power, strengthen international promotion and
improve the national brand through culture, sports and tourism.”%®

FDI is something all nations search after. And in the case of Korea | would like to add Free
Trade Agreements in combination with this. In order to expand its economical powers as well
as its international recognition and influence, Korea actively pursues FTA with nations around
the world.

Olins also mentions that the process of nation branding is a slow one and that it needs full
backing by the public as well.*® This is probably why, in the White Papers, the improvement
of nation branding through culture content is continuously linked to economic gain, the
expansion of markets, and is promoted under an overall ‘for us all’-feeling. This is for
instance shown in the ‘Cultural Vision 2012’ of which the title is ‘Rich culture nation Korea’
and one of the four main goals is ‘Koreans living well: A wealthy nation through the Culture

Industry’.5

As the last part of this chapter | would like to focus on the increased importance of soft power
in international relations. The difficulty in use of hard power is shown clearly through the
recent crisis in Ukraine: when Russia invaded part of Ukraine, completely against all peace
treaties, the EU and United States responded with economic sanctions but Russian leader
Putin did not back down.5! As for taking military action, it is the UN against Russia, but

52 Jan Melissen ed. (2005), ‘The New Public Diplomacy; Soft Power in International Relations’, Palgrave
Macmillan, p 172

%3 The second wave Hallyu led more by music than drama (1% wave). K-culture being the 3" wave.

5 Ministry of Culture, Sports and Tourism (2013), 2012 i-3}4H] WA — 1%} 1. 31.4] [2012 Culture Industry
White Paper — Annual Rapport], Preface, p 274

5 Ministry of Culture, Sports and Tourism (2012), 4 @ 2} 2.5 [Policy Source Book] 2008.2-2013.2, Chapter 1
General, p 55, 205

%6 |dem. Chapter 1 General, p 84

57 Idem. Chapter 1 General, p 39

%8 |dem. Chapter 1 General, p 206

%9 Jan Melissen ed. (2005), ‘The New Public Diplomacy; Soft Power in International Relations’, Palgrave
Macmillan, p 178

80 Ministry of Culture, Sports and Tourism (2012), 4 2] 2} &3 [Policy Source Book] 2008.2-2013.2, Chapter 1
General, p 18

61 .2014. Ukraine crisis: Obama warns Russia that more sanctions are 'teed up'. The Guardian. 24 April 2014.



everyone except Putin is currently too scared of World War 111 breaking out so nobody dares
to take action against Putin. Putin can continue to take military actions in Ukraine because of
its own source of hard power; mainly fossil fuel supplies. The use of hard power is against
other hard power is becoming more difficult because of weapons that can cause major
destruction like nuclear weapons. In such circumstances it is likely that the importance of
other types of power, like soft power, will increase.

Additionally in the age of technology images are easily spread and therefore opinions easily
made. The quick spread of news not only occurs through the regular channels anymore, social
media play a new role in them. Portraying a positive image is therefore not only done through
diplomacy anymore. Governments, like the Korean government, are putting in effort and use
different instruments to try and influence public opinion. In Korea’s case cultural content
plays a significant role. However in this world of technology in which images are widely
available lies a limitation of soft power and nation branding as well; it is not completely under
control of the government.2

Still the Korean government attempts to take as much control over the cultural industry as it
can. How this is sought out and tried will be the main subject matter in the next chapter on the
cultural White Papers between 2008 and 2012.

<http://www.theguardian.com/world/2014/apr/24/geneva-deal-ukraine-russia-sergei-lavrov>
52 Also mentioned by Nye (in relation to the USA).
Nye Joseph (2004), ‘Soft Power: The Means to Success in World Politics’, Public Affairs, p 15, 17
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The culture White Papers of the Lee Myung Bak Government

President Lee Myung Bak

Before we delve into the White Papers of the Lee presidency, let’s glance over the president
himself briefly. Lee Myung Bak took office on February 25", 2008 as member of the Grand
National Party (3+1}2}%), a conservative right-wing party. He was succeeded by current
female president Park Geun Hye on February 25" of 2012 of the same party that changed its
name to New Frontier Party (A 2 ).

Before beginning his political career, Lee had made a name for himself in the Hyundai group,
becoming the youngest CEO of Hyundai ever.®® This past stuck with him as one of the most
used terms to refer to the president is ‘CEO President’. This is intimately related to the way he
ruled Korea from 2008 on, especially his focus on economics and growth.

Many studies have tried to explain the ideology behind his economic policies, which seem to
be very hard to define. One study goes as far as saying that it is a mix of authoritarianism,
developmentalism, growth ideology, as well as neo-liberalism. A mix that includes a state
interventionist character and features of a corporate state.% Another study considers it to be a
kind of stripped neo-liberalism where markets are less free than they should be, cuts are made
on welfare and there is no social safety net.®> Another way that Kim Dong Chun puts it is
calling it ‘Lee’s neo-liberalism’; it does not exactly follow the rules of neo-liberalism because
the way Lee rules also encompasses state intervention as well as insufficient freedom for the
media.®® Choi Young Hwa agrees with this and even goes a step further by noting that not
only the media but academics as well are not free from state control, and there is very little
room for critical studies because of government funding of research.®’

An ideology both researchers agree on is corporate state-ideology.® Of course this goes hand
in hand with Lee’s past in one of Korea’s biggest conglomerates. According to Choi the
biggest difference between a state and a company is the care for public interest. According to
him the Lee government lacks this because of its disregard for welfare and workers and it
being more pro-business than pro-market.%® The cultural policy is no different, with
continuing references to competition and profits.”

63 . 2008. Profile: Lee Myung-bak. BBC News. 25 April 2014,
<http://news.bbc.co.uk/2/hi/asia-pacific/7150162.stm>

842 43t (2013), o] uF FH-] 7P w7t TR AERA SRAA - AFAA A HIH S B3 720
218 #2[The Korean Wave Policy as a Corporate-State Project of Lee Government : The Analysis of
Structures and Strategies Based on the Strategic-relational Approach]”, 7 A £}A} 3] [Economics and Society], 97,
p 253, 257, 279,

S5 F (2010), “F Y A7) 9} 7191 % 7h o] k- o uk 4. 5he] Fo] 4773 A [Korean
style Neo-liberalism and the change to state enterprise — Political economy under the LMB administration]”,

33l i&-3} [Yellow Culture], 66, p 258

% |dem. p 261

72 4 3} (2013), o] uF A F-] 7P w7t TEAEZA SFAA - A AA A HIHE T 729
28 22 [The Korean Wave Policy as a Corporate-State Project of Lee Government : The Analysis of
Structures and Strategies Based on the Strategic-relational Approach]”, 7 Al £FA} 3] [Economics and Society], 97,
p272

% |dem. p 278

HEE (2010), “3F=F A Aol o 7= 7k o] W3t - o] i H G she] §h=reo] A %] 73 Al [Korean
style Neo-liberalism and the change to state enterprise — Political economy under the LMB administration]”,
33333} [Yellow Culture], 66, p 263

002 <43} (2013), “o]HuF A F-] 7| w7t TEAEZA SFAA - AFAA A WS T 729
Z12F 14 [The Korean Wave Policy as a Corporate-State Project of Lee Government : The Analysis of
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Both also make comparisons to predecessors of Lee Myung Bak’s, Choi mentions there is
little change in goals as far back as the Kim Dae Jung government. Much focus was given to
creativity and diversity of culture, and nurturing the industry in the consecutive governments
of Kim Dae Jung, Roh Moo Hyun and Lee Myung Bak.’* The difference lies in the way they
went about achieving their goals, which from Roh onwards was to belong to the top 5 in the
world culture industry."

Another comparison that is often made is the one with Park Chung Hee. According to Kim
and Choi, the Lee government has some authoritarian streaks, and the model of corporate
state is similar to semi-dictator of the sixties and seventies. As mentioned before, throughout
the cultural policies the promotion of ‘us’ plays a big role. With regards to this Kim mentions
that Lee is using the revival of the nation’s economy in a similar way as Park used security of
the nation in order to legitimize their policies.” In order to survive the global crisis of 2008
Lee uses the growth principle’ and added to that the argument of shared benefits of the nation
if the culture industry succeeds, in order to win over public opinion. Reference to this can be
found throughout the White Papers, which we will start to explore now.

In analyzing the White Papers | have focused on its general main goals and policies, on
foreign policies and on the mainstays of the Korean Wave namely: Film, Music and
Broadcasting.

Structures and Strategies Based on the Strategic-relational Approach]”, 7 Al £}A} 3] [Economics and Society], 97,
257

EO Idem. p 258 and White Papers

"L Idem. p 256-257, 278

2 This was not achieved by the Lee government either and postponed again to 2020 in the 2012 White Paper.

7 21EE (2010), @ A Aol o 71 b o] W} - o] uk g 5e] o] 2 4 A [Korean

style Neo-liberalism and the change to state enterprise — Political economy under the LMB administration]”,

33333} [Yellow Culture], 66, p 264

" Hd 3t (2013), “ol Wk YR VPRIt TR AERA FYA - ALWAY H2H S 59 729

Z12F 14 [The Korean Wave Policy as a Corporate-State Project of Lee Government : The Analysis of

Structures and Strategies Based on the Strategic-relational Approach]”, 73 Al 2}A} 3] [Economics and Society], 97,

p 268-270
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2008

The 2008 White Paper is mainly an overview of the instruments installed by earlier
governments and which of those the Lee government will use to keep building the industry. It
also includes the results of most of these instruments, and matters such as import and export
of the past few years. 2008 is kind of an in-between-year for the government. However there
are some newly added instruments and some interesting matters, such as the establishment of
the Korea Creative Content Agency (KOCCA)™ or the repeated literal mention of soft power.

According to the government the role of policies should be one of counseling and (financial)
support to ensure the autonomy of companies in the culture industry.”® The goal of the culture
content industry policy was accordingly; ‘the fostering of culture content’. The vision of the
ministry was a creative culture nation with strong soft power and to leap into the world’s top 5
content industry powerhouses.”” The ministry’s strategy was one of selection and
concentration and some its main focuses to achieve this all were the eradication of piracy and
the protection of copyright, strengthening of creative skills as a core of the industry,
improving the market environment so company’s creativity could flourish, the strengthening
of competitiveness and the support of expansion abroad.’® Another matter was the
convergence of content, like adding education, tourism and medical content to the mix, as
well as expanding the current industry with fashion, design, food and others.” This way the
government seems to aim at the goal of drastic expansion of sales and export by 2012. There
were problems that needed to be addressed to attain this goal as well. In the policies
improvement of market to become a friendlier environment, strengthened global
competitiveness, improving investment system and supporting the creation of jobs were
mentioned.®

The increasing Korean soft power and the view of Korea as a ‘creative culture nation’ is
something the government would have liked to achieve through creativity and innovation, the
role of the government in this was to improve technology, develop and directly support
content and infrastructure in order to discover creative talents and develop new domains for
business.®!

Where budget is concerned, the government claimed it would not be frugal with its financial
support®?, but when looking at the actual budget the ministry was given to work with it seems
Lee has other focuses that lay outside of the cultural industry.®

From studying the White Papers we can tell that much focus is given to the world culture
industry. If there is large growth in a sector or region in the world, Korea will focus on that
part. For example the rapid growth of China and India or the focus on the game industry

7> Ministry of Culture, Sports and Tourism (2009), 2008 <= $}4FS] 9l A — ¢4 X} 1. 31.4] [2008 Culture Industry
White Paper — Annual Rapport], Preface

6 1dem. Preface

" Idem. p 3

8 |dem. p 3-4

ldem.p5

8 |dem. p 5-8

8 |dem. p 11

82 |dem. Preface p 2

8 The total governments budget has risen 12%, the ministry’s budget rose 6% and while the culture industry
sector’s budget also rose 17% the culture media sector dropped a whopping 20%, leaving the total rise of 4,5%.
This is much lower than the rise of the total budget, or even the ministry’s budget.
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because of its sheer size.®* As well as its focus on digital, online and mobile sector and the
added value market, for example through focus on IPTV and Video on Demand.® As for
music and film markets the focus lay on digitalization and rise of online markets as well as the
need to fix piracy issues.%®

For regions the same trends seem true. The government did not just focus on the developed
countries with big markets, but also on the regions with large growth so Korea has a chance to
occupy the markets there.” Growth in Asia is very important to Korea, since it is there largest
export market, however the growth decline of Japan could raise issues because that is where
most of the culture exports are focused.®® Another focus for Korea are the BRIC countries,
again because of their high growth.®°

It is mentioned in the policies that the bigger the economy, the bigger stake countries have in
the culture content industry, and large growth in economy also leads to large growth in the
industry.%

The ministry’s 2012 goal went hand in hand with hopes for a larger stake, growth in economy,
visibility and being perceived as a world player. However in the prognosis of the top 10 in the
industry Korea holds a 9" place, has the lowest annual average growth rate outside the top 5,
and their share in the industry seems to be declining®, so it is doubtful this goal is even
realistic.

In its focus on expansion abroad the Lee government’s main focus lay on financial support.
There was support for coproduction, local incorporation, local service, distribution,
production, market penetration and expansion, information offering, networking chances,
promotion and consulting.®? Focus lay more on exporting complete products than on
expanding business abroad, although the government would have liked to take it to this next
level.®® The way it tried to accomplish all this support is mainly through its foreign offices in
key markets®*, and because of importance attached to promotion and marketing also through
participation in and holding of events, fairs and festivals. Support was mainly aimed at the
SME that make up most of Korea’s cultural industry. Another way to do this is the ‘new
market support project’ where focus lay on participation in fairs in possible new markets. For
example supporting non-drama series content in Africa, the Middle East and South America
in the hope that interest is raised and the nation’s image improves. But there was also support
for market participation in current markets.®® The goal of all these was to improve awareness
and spread of content and improve chances and coproduction abroad.?® One of the few new
instruments in 2008 was the Global Content Center, where companies could get legislature
and marketing consulting and one stop service for expansion abroad.®’

8 Ministry of Culture, Sports and Tourism (2009), 2008 =-3}4F] ¥l A — ¢1 %} 1. 31.4] [2008 Culture Industry
White Paper — Annual Rapport], p 41, 46

8 |dem. p 43-45

8 |dem. p 45-46

8 |dem. p 48

8 |dem. p 49

8 |dem. p 50

% |dem. p 49

% Idem. p 50

9 |dem. p 117

% |dem. p 118, 123

% Japan, China, England (for Europe) and the United States.

% Ministry of Culture, Sports and Tourism (2009), 2008 - 3};H] Wl A — 1%} 1. 31.4] [2008 Culture Industry
White Paper — Annual Rapport], p 122, 337-338

% |dem. p 121

9 Idem. p 121-122. The one-stop service includes matters such as dubbing, subtitles, local promotion, etc.
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These events and fairs were also part of the international exchange and cooperation that the
government focused on. This is related to the lack of information, networking opportunities
and awareness, but also to the desire to spread and continue the Korean Wave. For instance in
South America these events were used because of the uncertainty of a potential market,
distance and language barriers. And for continuation in existing markets, like the Japanese,
events like the drama soundtrack festival were held in order to introduce new artists.*® The
main reason for such mutual exchange expressed in the policies is the anti-Korean Wave
sentiment mentioned earlier. In the ‘old’ markets in Asia broadcasting exchange and support
on imports was used to even out the imbalance of import and export. And seemingly having
learned from earlier mistakes, the government started with these exchanges in newer markets,
like South Asia or the Middle East and South America. In these exchanges focus did not lie
on drama series, but on other genres as documentaries as to encourage mutual exchange and
communication. In South Asia the government took exchange a step further and focused on
information and people exchange to strengthen international cooperation as well.*°

Another reason for the policy focus!® of Lee government were FTA, especially the FTA
concluded with the USA in 2007. The government saw the dangers as well as the
opportunities these treaties present. A few of the reasons for pursuing these FTA were the
tariffs and export benefits, favourable treatment and the strengthened international position it
generates.! The USA and EU aren’t the only economic powers Korea pursued, it tries to
close as many agreements as possible!®? in order to make Korea visible in global economics
and ensure the image of an economically healthy nation; gaining soft power.

The government was however aware that FTA lead to opening up markets further, and the
influence it can have on industries with low competitiveness®®, therefore the a big focal point
IS increasing competitiveness. At the same time Korea used FTA to turn this danger into an
opportunity as well, by learning advanced techniques from developed countries it has closed
agreements with and bringing its own industry to the next level 1%

% Ministry of Culture, Sports and Tourism (2009), 2008 - 3};H] Wl A — 1%} 1. 31.4] [2008 Culture Industry
White Paper — Annual Rapport], p 126

% Idem. p 128

100 Especially the focus on copyright protection and market competition.

101 Ministry of Culture, Sports and Tourism (2009), 2008 &-3}:Fd ¥l A — 1 2} 1 31.4] [2008 Culture Industry
White Paper — Annual Rapport], p 129

102 |dem. p 130 (India, Canada, Mexico, Japan, GCC, Australia, Peru, a.0.)

103 |dem. p 130

104 Idem. p 134
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2009

The 2008 White Paper was, although strong in voiced goals and visions, a very descriptive
paper. The 2009 White Paper is much more to the point when it comes to what it is the
government is actually doing.

It focuses very much on new markets and digitalization. And the reason is that the
government felt these contents do not only have economic worth, but worth in improving
brand image, which in turn can be a great contribution to the national economy; doubling
economic value. There was also a need to fix investments, create jobs and create a more
friendly market and for this KOCCA® was launched in May.1%®

The policy’s core was increasing global competition and support for foreign expansion. The
goal for 2009 was; Korea, vibrant through culture. The vision was to be a content power led
by green growth!?%, here the other attempt at being globally attractive mixes into the culture
policy. The goal was to use the cultural industry as a growth engine, for a new leap in
economy. This would also explain the change of the title of the industry from culture industry
to content industry, which shows the intent of using culture as a product.

To achieve all this investment is important, so focus lay on foreign expansion and marketing.
The problems lay in the lack of professional workers, investment protection system, fair
distribution of profits and copyright issues. Strategies lay in financial support, improvement
of the fair trade environment, focus on development of next generation and global killer-
content'%, raising strategies per genre for increased competition as well as creation of new
markets and the creation of a global cooperation system. Many of the strategies focused on
the SME in the content industry, because the majority of the companies in the industry belong
to this group, while the industry is monopolized by a few big corporations. In order to fix the
imbalance and profitability small companies were the focus of financial support, because of
their lack of power to attract investments.'® Completion guarantees as well as export
insurance support were expanded to lower the investment risk as well*? in order to keep the
stagnating movie industry going. Also the Global Content Centre provided service like export
funding, marketing and legal agreement advice to help SME expand abroad.'!

The budget assigned to the content industry in 2009 was 14% of the ministry’s entire budget,
and a rise of 44.5% from 2008. Together with the media budget, which decreased, it is a total
of 17.2% compared to 13.6% in 2008.1'? The government seems to have been more
committed to the industry in 2009.

The world market showed some instability mainly due to the financial crisis originating in the
US™? and showed a continued digitalization of the content markets.

The commercials, broadcasting, publishing and gaming sectors held 84.7% share of the entire
market!!*: this is where the government focused its efforts. A more noticeable market effort

105 Korea Creative Content Agency (3= €l = 71 £-9)

106 Ministry of Culture, Sports and Tourism (2010), 2009 &3} ¥l A — 91 2} 2 31.4] [2009 Culture Industry
White Paper — Annual Rapport], Preface p 1-2

107 Idem. p 3

108 These are, for example, CG, 3D or OSMU (One Source Multi Use) content.

109 Ministry of Culture, Sports and Tourism (2010), 2009 & 3}:Fd ¥l A — 1 2} 12 31.4] [2009 Culture Industry
White Paper — Annual Rapport], p 5

110 |dem. p 8

111 |dem. p 10

112 |dem. p 12-13

113 This especially shows in the movie and broadcasting industry where there is a 1.1% growth and even 2.2%
decline in market.
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lies in the music industry in which the government was investing even though the predictions
were the decline of the market with 2.7% until 2014, added to this is the fact that it is not even
a big market to begin with.1*> One of the reasons for this effort may be the continuation of
hallyu, especially in Asia. This may not be for direct economical benefits but for the visibility
in the region, and globally and therefore may have much more to do with image and soft
power than other, economically more viable markets.

Regional focus mostly lay on high growth markets like China!!® and Middle and South
America, where the ministry focused its efforts on broadcasting which showed growth
prediction of 7.7%.!" Continued focus lay on the US, even though its content market is
second to Europe.'*® This decision could be explained through two main arguments. For one,
Europe is very diverse in language and culture, to adapt Korean content to this may just be too
much of a hassle for too little payback for the Koreans. The US does not only have more
cultural homogeneity, but also much stronger cultural soft power!'®. The idea that once you
break through in the US the whole world will know about it may play part in the
government’s choice. Trying its hand at the US market, may be their short-cut to global fame,
or recognition.

Different from the 2008 White Paper, foreign expansion now has its own chapter showing
increased importance attached to the global market.

The overseas markets of Korean content lay mainly in the sales of complete products and
licensing. The main ways to keep the industry going are sales, foreign investment,
coproduction and local business establishment. The support measures provided to achieve this
stretch from production, to market entry, distribution, market expansion support, and the
needed information, network, promotion, consulting, business matching and such to do this.
Efforts were exerted for the expansion of export and realization of a ‘new hallyu’ 1%

To provide in support needed for businesses in the industry several instruments were used.'?!
For instance the Content Export Information System (CEIS), which will be expanded in 2010,
or the foreign offices.

114 Ministry of Culture, Sports and Tourism (2010), 2009 &3} ¥l A — 1 2} 1 31.4] [2009 Culture Industry
White Paper — Annual Rapport], p 39

115 |dem. p 38

116 |dem. p 40. Predicted music market growth of 12% until 2014.

17 |dem. p 41

118 |dem. p 39

119 The worldwide influence of Hollywood for example.

120 Ministry of Culture, Sports and Tourism (2010), 2009 - 8}4+<] ¥ A] — 1%} 2. 31.4] [2009 Culture Industry
White Paper — Annual Rapport], p 149-150

‘New Hallyu’ is the second wave of Hallyu now led by K-pop after a slow of drama exports in the mid 2000s.
121 Ministry of Culture, Sports and Tourism (2010), 2009 - 8}4+<] ¥ A] — 1%} 12.31.4] [2009 Culture Industry
White Paper — Annual Rapport], p 150-151
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The foreign offices each have their local strategy and tasks:

The United States of America - Reason: biggest content market

- Support: networking / market information / marketing

- Strategy: strategizing for coproduction and new market entry in
South America (Mexico/Brazil/Argentina)

- Main projects: Dari Awards / Korean Americans in Hollywood /
Kor-US Culture Industry Forum / 100 Year Korean Manhwa
Exhibition

China - Reason: rapidly growing market

- Support: information / networking / promotion

- Strategy: 1. increasing brand image of Korean content
2. promotion and strategy per region

- Main projects: Kor-China Enterprise conference / Kor-China
Culture Industry Forum / music showcase & fashion show / game
culture festival / In-depth market research / coproduction

Japan - Reason: second biggest content market and biggest export market
for Korea

- Support: marketing consulting / business matching / market
information / consumer demand / networking & collaboration /
promotion

- Strategy: Analysis of current hallyu status, understanding market
and consumer demand to maintain market (focus on highly
recognized genres)

- Main projects: Fairs & competitions / Japanese experts seminar /
drama OST festival

Europe - Reason: raise awareness in large potential market

- Support: market information & policy direction / forefront
company analysis / networking / marketing activity / promotion

- Strategy: increase interest and awareness of animation and the
manhwa brand

- Main projects: 100 year manhwa special exhibition in Britain /
London Korea film festival; animation day / London Korea night

122

Through these foreign offices Korea attempted to have strategies adjusted to the specific
region. There was for example no trace of hallyu promotions in Europe, because of
unawareness of possible market at the time. This is exactly why the task of market analysis
that these offices have been giving could be very important.

Other domestic instruments that were used are the holding international events such as the
BCWW and DICON, and participation in international events with the Korean Pavilion.*?® As
well as foreign media promotions through KOCCA, and the localization of products, to which
aside from drama series and music, mobile contents were now added.*?* All of these
instruments were to work together to improve the industry’s changes in the global market.
The government also expressed the hope to change from project orientation to business
orientation to fit long term direction of the global market and achieve its goal of being a top 5

122 Ministry of Culture, Sports and Tourism (2010), 2009 & 3}:Fd ¥l A — 1 2} 12 31.4] [2009 Culture Industry
White Paper — Annual Rapport], p 159-166

Made from descriptions of the foreign offices in the White Paper.

123 oA i< < A+ 71 - A] BCWW: Broadcast Worldwide and 3} €l = =74 74 3 & 2~ DICON:
International Content Conference.

124 Ministry of Culture, Sports and Tourism (2010), 2009 - 8}4+<] ¥ A] — 1%} 12.31.4] [2009 Culture Industry
White Paper — Annual Rapport], p 156-157
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content superpower.?®> However all the support systems were project focused, and would be
for the coming years.

The problem of anti-hallyu sentiment is still very prominent to the government, it admits to
the unbalance in export and see the government’s business mindset came back to haunt it.
Korea is adamant about solving this through international exchange. There were four
exchange approaches: human, video, academic and cultural events. Human exchange is a way
of networking and information gathering done through inviting opinion leaders to Korea for a
Korea experience although it is also a way of promoting at the same time. Video exchange is
done for introducing content as well as balancing the import-export field through
reciprocation. The need to diminish negative sentiments is so high that profitability was
ignored.*?® The other goal was priming possible new markets. Academic exchange is mostly
accomplished through events like seminars, forums and workshops and has the goal to create
networks, and mutually share information.'?” Cultural events are connected to tourism and
demand, as they are set up for visitors to enjoy. Another device used in an attempt to fix the
export imbalance is collaboration. Because of the imbalance the industry of the receiving
country is inhibited, two-way cooperation and financial support are employed to fix this.
Additionally this created diversity for viewers and was used for expanding existing and new
markets.*?® The coproduction projects were said to help with cultural differences that bring on
negativity as well.'?® Although this may not have been as big of a problem as the continued
market imbalance.

The matter of copyright continued to play a part in the culture policies. The emphasis mainly
came from the will to acquire more FTA and demands from ready made FTA. Because of
these efforts Korea, as of 2009, was no longer on the watch list of the USTR Special 301
Report about copyright.®*° However perhaps a bigger concern was the loss of profitability
from copyright infringement. With the quick spread of internet, the quick spread of piracy
followed, especially in Asia.’*! Korea has implemented many projects to regulate distribution;
from education and promotion programs in South East Asia, to the Korea Copyright
Commission®2 and the copyright protection center, all set up to monitor and delete any
pirated content.!3¥ The question is however how effective deletion will be.

125 Ministry of Culture, Sports and Tourism (2010), 2009 &3} ¥l A — 1 2} 1 31.4] [2009 Culture Industry
White Paper — Annual Rapport], p 159

126 |dem. p 168-169

127 |dem. p 170

128 |dem. p 172

129 |dem. p 173

130 |dem. p 204

131 |dem. p 199-202

132 Formed in 2009 from the integration of PC program protection committee and the copyright committee.

133 Ministry of Culture, Sports and Tourism (2010), 2009 - 8}4+<] ¥ A] — 1%} 1. 31.4] [2009 Culture Industry
White Paper — Annual Rapport], p 200, 207
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2010

For 2010 the focus lay on the rapid growth of next generation content, following global
market trends. Another focus was K-pop as it had been spreading more and more throughout
Japan and Europe and had positive effects economically and on national brand. However to
use the industry to lead the economy chronic problems needed addressing and global
competition needed to be improved.t3*

In 2010 the government wanted to link the industry to the nation’s strategy; through the G20
summit promote Korean content and restart hallyu for national image and brand improvement
and its direct and indirect effects on the economy. The vision entailed ‘A content powerhouse
leading creative economy’, for this the goal was to secure the industry’s global
competitiveness. In order to achieve this, the strategies were to put content on the national
agenda, to create global content and train creative talent.'*® To put the industry on the national
agenda the ‘content industry development board” was created including participation of 11
ministries. By focussing efforts on next generation content, new markets and the globalization
of hallyu, the government aimed to improve national dignity. This is mainly led by the notion
that while being the 13th largest economy in the world, the nation brand only held a 33rd
place and the will to improve this.*%

In the focus on popular culture and next generation content, problems to take care of were
piracy and unfair trade environment that inhibited investments and profits. Other weaknesses
were the lack of global content, ministerial cooperation, core workforce and lingering anti-
hallyu sentiment. Another way of improving markets was the expansion into the European
market following the signed Korea-EU FTA agreement late 2009.1%

The budget did not completely relate to the expressed focus as even though the ministry’s
budget went up, the content budget actually decreased to 13.6% of the entire budget. The
hallyu promotion budget as well decreased from 2 billion to 1.8 billion Won3 which is not
compatible with the government’s expressed strategy.

2010 was a good export year for Korea showing 18% growth and a staggering 158.9% growth
in the music exports through hallyu’s spread.!*® 2010 ended well for Korea with a trade
surplus.140

The world market seemed to have recovered from the crisis with 7.7% growth, especially in
the online and mobile areas. North America and the EU together held about 70% of the
market and Asia a little over a fifth.1** The focus of the Korean government in 2010 is again
in line with global trends and growth. New trends in broadcasting were the rise of
smartphones and Smart TV as well as online services, which were closely observed and
followed. The EU showed quickest growth in IPTV, useful for market entry, and mobile TV

134 Ministry of Culture, Sports and Tourism (2011), 2010 < 3};H] W A — &1 %} 31.4] [2010 Culture Industry
White Paper — Annual Rapport], Preface

135 |dem.p 3, 6

136 |dem. p 5-6

137 |dem. p 5, 7-8

138 2009: 2.029 W R+ and 2010: 18 &} ¢

139 Japan, China and South East Asian region exports grew with 7.7%, 59.8% and 29% respectively. North
America decline as a continuing result of the crisis, however the EU region grew with 18%. Japan is still the
largest export market, followed by China.

0 Ministry of Culture, Sports and Tourism (2011), 2010 < 8}4F] A — 1%} 12,314 [2010 Culture Industry
White Paper — Annual Rapport], p 30-35

141 |dem. p 37-39

20



markets were led by China, Japan and Korea.*? This is important for Korea as these are
Korea’s largest markets. What stands out is the prediction of the EU becoming the largest
broadcasting market in 2015, but the lack of strategic response in the policies. Again
confirming the importance attached to the US market and seemingly difficulties in trying to
wrap their heads around the more complicated EU market even with expansion interest
expressed after the conclusion of the Korea-EU FTA.

One of this year’s focuses was next generation content; these are for example CG, virtual
reality & world and digital and mobile content. The reason for this was to tap into new
markets, foreign expansion, matching global trends and diversifying content in order to reach
the global cultural nation top 5.143

The continued focal point for the government was global competitiveness. To increase
competitiveness the government continued to support creation of OSMU content.

What is new however was the aim for a creative economy, to achieve this and create jobs at
the same time KOCCA created a ‘one person creative company’ one-stop support for
beginner businesses with creative ideas. Beyond financial support it includes education,
consulting and branding support to create a new economic ecosystem. 44

Because the industry consists of mainly SME, investment plays a big role in increasing
competitiveness on a global level. Supporting SME was done for instance through the global
fund, that supports global projects, and the fund of funds.*> To reduce investment risk the
completion guarantee system was started in 2008 and laws were adapted in 2009, however the
interim evaluation models were not quite ready. In 2010 models for broadcasting, film, games,
animation and character sectors were developed and in 2011 models for the mobile and
performance sector should be completed. However piracy and copyright infringement ran free
and the market demands were uncertain so investment risks remained high.146

In 2010 the support for foreign expansion was continued through holding and participating in
fairs, coproducing, events and more. The biggest problems companies were facing are lack of
network, market information, professional workforce and capital. In response to the
information problem the CEIS was expanded to an English site introducing Korean content to
foreign buyers.*” The GCC and foreign offices together provided most support like the
Korean Pavilion at fairs, reproduction support and some newer activities. For instance the
‘global story development’ support, which was set up because of the increased dependence on
foreign originals, chose winners who were judged on their global appeal.**® Another was the
global content production support and marketing that supported development of content
aimed at the global market to, once again, increase awareness and improve image as well as
have a positive influence on exports.*® Events like Korea Night, to promote Korea and its
content globally, were aimed at rising and strategic markets. The Asian market was strong and
maintained with events as the hallyu stars fair in Taiwan, but new markets like the Mid and
South American were also focused on; for example through the road show connected with an
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export conference to promote and market content in new markets.'* Other key markets were
the American and Chinese markets because of their major influence and large growth. And in
order to reach their top 5 and export results goal, US and EU markets needed to be
consolidated. !

Strategies for the foreign office support did not change much. The LA office made a video
site through a joint venture with NBC and Fox to release Korean dramas, of which viewers
are 70% non-Asian. But strategy-wise nothing changed.*

In China strategy was still to battle anti-hallyu, so analysis of regulatory policies and barriers
was deemed necessary. Also setting up forums like the Chi-Ko membership forum to increase
cooperation between the two countries and extra promotion to strengthen content brand image
was part of the strategy.*®® In Japan focus lay on expanding domains, especially digital and K-
pop. For this new network and market info was needed. The hallyu boom expanded to a K-
pop boom and so strategies were adjusted to follow market trends in K-pop and new media.
One of the changes was to hold a ‘K-pop night in Japan’ in stead of the OST events of years
past. Through this music event, coupled with a business exchange conference, the government
sought hallyu expansion, to raise interest, get media exposure and to ‘show the superiority of
K-pop’.>* A phrase often mentioned in the policies that is a mindset that might get them into
trouble of spreading of anti-hallyu sentiment elsewhere. In the EU focus still lay on
networking and marketing through events and fairs. The government supported local hallyu
exports to introduce content and the attending of film festivals. In order to increase awareness
and brand the government focused on hosting more events.*>®

In 2010 the government finally recognized the power of YouTube and social media in the
spread of hallyu. Thanks to these, cultural exchange spread all over the world, however within
Asia some perceive hallyu as a sort of cultural invasion and the export imbalance continued to
need mending.*®® People exchange continued as it has and adds South Africa to the exchange
list trying to use the momentum of the World Cup increase visibility. Video and academic
exchanges were similar to previous years®” and cultural events were now mostly focused on
music in Asia after the K-pop boom. Such events were held to increase sympathy and
understanding for cultural characteristics in the hope that such cross-country exchange would
have a good influence on economic, social and also political sectors. Exchange and
cooperation were pursued mostly because of the idea of lightness of culture and the use of it
to open hearts.'®® Through this, positive image may be spread or even political or economic
goals can be pursued.
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2011

In 2011 the world’s financial crisis seems to have little effect on Korea as its culture exports
spread worldwide. To take it to the next level the government focused on helping to spread
hallyu online digital content by linking the content industry’s next generation content, mobile
content, apps and social networking to the IT industry. Chronic problems of the industry were
to be fixed through cooperation of the entire nation in order to lay a basis for global
competitiveness. >

As other nations around Korea also zoom in on the culture industry, for example Japan using
it for soft power, and cars and IT for economic growth, pressure on Korea increases. So the
content industry again needed to be put on the national agenda. The government still focused
on next generation and 3D content, but new was the focus on social media that helped Korean
culture spread beyond Asia. Korea still ranks 9" in the content powerhouse top 10 and it
hoped to improve its ranking by fixing problems like competitiveness and lack of cooperation
in the domestic market. %% Government support was divided into three categories; Policy,
function and genre support. Policy support focused on the content now deemed most
important to industry growth; next generation content. Especially smart content because the
spread of smartphones and the release of the Smart TV. Other support was to encourage more
cooperation between service, content and device manufacturers, because of lack in
distribution, so to create better infrastructure. And the continued problems of unfair trade
were to be solved by voluntary cooperation between big and small companies, using big
companies funds and marketing to help the smaller companies increase their chances in the
global market. For this a shared growth committee was set up and a ‘content dispute
resolution committee’ was introduced.'®* Functional support consisted of the continuation of
the loan payment guarantee system and evaluation models in order to address the funding
issues of SME. For the expansion of hallyu, committees of involved companies were set up to
encourage expansion, pro-hallyu people were used for exchanges and the production and
distribution of global content was supported.t®? In order to incite growth focus lay on new
foreign markets, the use of Korea as a location in films and 3D technology and a professional
workforce. For music the focus lay on increasing creativity and further expansion. Using SNS
marketing and internet for further spread, while at the same time solving problems concerning
agency and artists’ conflict and the remaining anti-hallyu.®

Budget-wise this year’s content industry did not only decrease in percentage, but also in
actual funds. Even though the budget of the ministry stayed the same, the total budget of the
government rose 4%, but the content industry actually decreased 3%. Media budget went up
and together content and media hold 18.5% of the ministry’s budget. Hallyu promotion
budget was reduced again this year.®* Such reductions in budget still do not measure up to the
proclaimed focus of the government.

One of the changes in the 2011 White Paper is the switch of the chapter order of the chapters
on domestic markets and global markets. Where the chapter on domestic market used to come
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first the chapter on global markets now comes first, showing the importance given to the
foreign trends.

World market had a low growth (4.3%) because of the EU crisis. Music markets shrunk but
both the broadcasting and film markets grew. Important to the Korean market was the
broadcast growth in Asia of 8.8% and in Mid and South America of 10.6% as well as a film
market growth of 7.6%. The EU and North America had almost equal shares in the global
market but focus continued to be on America. South America held a small share but showed
rapid growth. In Asia China and India showed growth rates of over 10 percent.'®® Korea
continued to focus on high growth markets.

The film industry’s main growth lay in box office, commercials and digital markets. Digital
sales were the drive of the industry and 3D continued to be the buzzword in 2011 too. 8.0%
and 7.6% growth in Asia and South America keep the markets interesting for Korea.'®® Music
continued its decline, but digital markets grew more than 11% and by 2014 the market should
switch to growth. The broadcasting industry continued its growth through mobile and VOD
markets.

Korean export rose 33.3% this year, while import decreased. Film and music showed a
staggering growth of 114% and 121.1% respectively. Korea again achieved a trade surplus as
exports were double the imports. Exports to Japan and China grew 29% and 21%, while
imports only grew 3.8% and 2.9%%%® increasing the imports and exports gap that has caused
anti-hallyu sentiment in the past. Such numbers leaves one sceptic of the implemented
policies to eradicate said sentiment.

Focus continued to be next generation content and its entry into new and global markets.
There were some novelties like focus on additional markets like virtual reality using idols to
sell these contents abroad®®® and increasing competitiveness supporting fusion between media
and platforms in making next generation content.’® Moreover a shift from IPTV focus to
smart content focus happened this year. Conferences and award shows were held for the
promotion of smart and mobile content. And a commercialization support center was set up to
help with technical difficulties and other support to develop smart content.!’

Competiveness continued to play a big role in the policies as it even holds 50 pages in this
year’s White Paper. Just like 2010, the government was committed to increasing creativity
through idea commercialization and one person creativity companies. For this, support was
increased with extra promotion through fairs, events and metro and newspaper exposure. As
well as extra business matching and networking support. The categories were also expanded
to include publishing and the music industry. In the coming years a link must be made
between creative companies and manufacturers to help these SME along.1"2

Continuing from 2010, also, was a spotlight on commercializing traditional culture. In 2011
this included promotion through films, drama and documentaries.!”
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Financial support is maintained, as in 2010, with the global content fund and completion
guarantee system, but was expanded to domestic content now as well as export content.
KOCCA managed the funds of the completion guarantee system and evaluated the content.
This year the government resumed its investment into the fund of funds.™* A mutual aid was
set up to replace the Munsan fund®” in order to help the SME in their difficulty to raise
capital 1"

Creating a fair trade environment has been on the agenda for years, but in 2011 there were
some changes. More links were needed between distributors and producers as currently
distribution was based on distribution oriented production and this inhibits diversity.!’’
Attempts to fix this were done by starting a fair trade legal advisory group that was to help
SME in preventing unfair business practice. As well as setting up an education program and
the making of a standard contract manual.*’® A content dispute resolution committee, that can
provide legal, academic, industrial and user protection was set up to help solve disputes
between companies or consumers. But the government also worked to set up alternative
dispute resolution instruments by researching those existing in other countries. Such ADR
instruments that are needed as international cooperation and activity increases and so will the
disputes. The committee works in order to restore fair practices.'”

Foreign market entry continued as before with export meetings and content promotions.
Market participation support was extended to fit the new focus on next generation and mobile
content.’® Korea continued pinpointing emerging markets like Russia as a gaming market and
the starts of hallyu in India. That was pursued extra by holding road show promotions and
holding K-pop concerts to feed the drama and music craze, such events were now marketed
through new media like YouTube and Facebook.

Such rising demands in new markets also lead to the challenge of protecting Korean copyright
abroad. This and the rise of torrents caused piracy to rise further despite continued efforts to
eradicate it. While copyright protection efforts were initiated mostly because of the FTA with
the US and the EU, now Korea follows suit in global efforts like ACTA. Besides the FTA,
reasons are simple; even through there is high demand for Korean content its exports are only
0.7% of Korea’s total export and the soaring piracy is inhibiting exports as well as profits.
Foreign copyright protection centers continued their efforts and plans were to add a new
center in the Philippines in 2012 to deal with the hallyu spread and copyright issues in South
East Asia, as infringement in Asia remained high despite monitoring and deletion efforts.!82

174 Ministry of Culture, Sports and Tourism (2012), 2011 < 3}4H] W A — &4 %} 1. 314 [2011 Culture Industry
White Paper — Annual Rapport], p 173-175

175 abolished in 2006

176 Ministry of Culture, Sports and Tourism (2012), 2011 < 3}4H] W A — &4 %} 31.4] [2011 Culture Industry
White Paper — Annual Rapport], p 179-180

17 |dem. p 183

178 |dem. p 187-188

179 |dem. p 195-197

180 |dem. p 212-213

181 |dem. p 214-216

182 |dem. p 217, 235, 243-244, 247, 254-255

25



2012

In 2012 K-pop and hallyu made sure export growth continued and in order to keep this
development going the government wanted strategies to expand export and increase global
competitiveness. A culture commerce team was set up to fix chronic problems with copyright
and investment. In 2011 Korea rose to the 8" place in the content country top 10, not quite
making it to its top 5 goal yet, and there was a need to heed the quick rise of China.'®

The government actually complements itself, and the industry, on their long-term efforts to
raise awareness of contents and international competitiveness resulting in an export growth of
7.5% thanks to the rise of the smartphone and continued spread of hallyu.*®* The vision for
2012 was ‘culture creating a bigger Korea’. This year’s main goals and challenges lay in the
creation of new markets through different strategies per region. For example the emerging
markets (EU & South America) were to be activated through exchange cooperation and
promotion, and potential markets (Middle East & Africa) were to be tapped into through
people exchange and official development assistance. Here the government strategically
combines two types of soft power instruments to increase their market; culture and aid. This
year, contrary to 2011, we see the return of the wish for improving the nation brand through
content as well. Other focuses lay on increasing global network, create symbiotic
development between large and small companies, and continued focus on next generation
smart content. 18

The 2012 budget showed improvement. The ministry got 0.94% of the government’s entire
budget this year and the cut for contents went up this year to 13.4%, while media went down a
little but together they pulled 19% of the budget. The budget for contents rose over 85% since
the beginning of the Lee Myung Bak administration.*®® Very noticeable is the immense
increase in hallyu promotion budget, which was declining before. This budget is suddenly
increased to 70 billion Won, where it was a mere 17 billion last year*®’, showing the
governments increased interest and recognition of the phenomenon.

This year Korea’s own market returned to first place before the world market in the policies’
chapter order. Export rose with 34.9% and music exports rose over 135% because of hallyu’s
popularity. Film and broadcasting also increased 16.5% and 20.4% respectively. And Korea’s
biggest content market, games, holding 55.9% of all export also grew almost 50%*. Imports
grew slightly but Japanese imports rose greatly, almost 134%, slightly reducing the imbalance.
However Chinese imports, where most problems lay, only grew 31%.8°

The world market prospects looked good and even showed growth in the music industry and
in Korea’s main market, Asia, even 10% growth. Film showed low growth because of the
crisis and a weak 3D market, but in streaming markets grew. Music finally showed a positive
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growth number of 7.5% mainly through digital and performance markets. However the North
American market, not the Asian market, showed the largest growth in this industry.*°

Like 2011 the government continued to try and make the industry more advanced and
competitive before markets fully open up. This means attention was given to fair trade.
Uneven relations between publishers and creators and difficulty in predicting popularity of a
product caused low prices to be paid to creators, and even when much profit is made, it would
not be distributed fairly. So in order to protect actual competition and trading partners the
government changed legislation about matters as monopolies and unfair business practice. It
was also busy holding seminars and meetings in order to set up cooperation channels. Current
unfair trade could be holding back possibilities for the future of the content industry; smart
and hallyu content. The government called on everyone, including large corporations to put in
effort and support SME and establish competition principles and culture to create a fair
environment. 9!

Hallyu was by now recognized by the government as much that it has been given its own
chapter in the White Paper of 2012. Lee wanted to focus on quality growth and different
strategies per market. For mature markets strategy was centered on two-way exchange to
relieve anti-hallyu sentiment because monitoring of this phenomenon had been lacking.
Cultural exchange was said to be done for mutual understanding, but also, as previously
mentioned because, in stead of political or economic areas, culture is light and opens hearts
more easily. So such exchange is definitely a soft power instrument to the government.
Peoples exchange basically remained the same, though university journalists were added to
the invitees in order to create a Korea friendly network. Video exchange continued as before
especially focusing on China and Taiwan where legal and institutional regulations restricted
spread of content. Such mutual exchange was continued as it was believed to have good
effects politically, economically and socially and believed to play a role in understanding and
empathising with cultural characteristics. Some new projects were a 2K12 Korea Night
performance in Canada Music Week and the support for communities and fan clubs abroad.
This included sponsoring events and necessities for existing fans as well as to create
opportunities for the creation of new fans. In developing countries, along with medical care
and such, contents were ‘donated’ in order to create a positive image about Korea and its
companies, while at the same time creating a base for content consumption. %2

New market support continued in Colombia and Dubai this year. In Colombia an export
meeting and other exchange events like a K-pop performance and documentary screenings
were held, all to gauge the possibility of foreign expansion in Colombia. Response was good
and events as these have helped establishing cultural partnerships in an area where little
content exchange had taken place. It is even noted that and closing an FTA with Colombia
could be the bridge to enter the South American market.**® Clear evidence of Korea using
cultural events to create economic openings, for a FTA would not only mean content export
but also open ways for export from other industries.

In Dubai most interest was shown in animation, as such content has less cultural discount,
making Korea realize that different markets need to be catered to with different genres. With
the worldwide popularity of K-pop and drama series, the government came to the conclusion
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that besides export meetings, showcases and exchange events and company presentations
were needed to utilize hallyu more. %

The foreign offices continued their work mainly the same as previous years. In the EU focus
remained on information and policy direction research, analysing advanced businesses,
marketing and promo but even though the spread of K-pop in Europe is often mentioned in
the White Papers, the EU foreign office continued its focus on animation and does not expand
further, possibly missing out on opportunities.®

In 2012 the goal of being a top 5 content country has not been reached, Korea is stuck at a 9™
or 10" position, and the government pushed to go beyond the domestic market and attain a
business system that targets the global market.'®® They however do not get into details on how
exactly this is to be attained.

Legislation changes needed to be made in order to continue the world conquering force of
hallyu. Most changes focused around copyright, strengthening competition and support
measures. This has most to do with the EU and US FTA that entered into effect in 2011 and
2012. This meant markets were to open fully and Korean companies had to compete with
foreign corporations.®” On the other hand continuation of hallyu, and evolvement into hallyu
3.0 or K-culture was on the agenda. To do this competitiveness needed to be improved,
foreign expansion needed to be strategized, support systems were needed and two-way
exchange enabled. Aims were a single market in China, Japan and Korea through
coproduction and co-funding, co-production with the US and EU and enabling development
assistance in South America and India.'®® The goal of getting into the top 5 content country
goal had now been postponed to 2020, as well as improving the nation brand that in 2011 had
improved to a 20" position, the goal now for 2015 was adapted to a 10" position.**® To
achieve all these goals the government’s strategy was to continue improving competiveness
through focus on hallyu, digital markets, creativity and stories. But also strengthening the
industrial basis through focus on fair trade, distribution, diversity and copyright. Strategizing
foreign entry through one stop support and fostering of a global market. And maximizing the
Korean Wave by adding new industries like fashion and tourism, and spreading a favourable
image of Korea through content.?®
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Film, Broadcasting and Music (2008-2012)

Because film, broadcasting and music are the mainstays of Hallyu | focused extra on these
industries in the separate chapter they were given in the White Papers. In this chapter | will
give an overview of these three industries and their evolvement during the Lee administration.
Through this we can for instance see how the movie industry came out of a slump through
continued support of the government. But also the rapid rise and increased importance
attached to the music industry.

In the film industry we see a stagnant market and the government trying to restore it,
beginning at the domestic market advocating the rise of quality, creativity and diversity. The
Japanese market held about 40% of the entire industry’s exports so the government tried to
tap into new markets for market diversity, laying hopes on international movie awards and
brand image to create these markets. As much content was unsuitable for foreign sales the
governments pushed for foreign market aim from the beginning of the production stages.
Even though joint ventures with Japanese companies and coproduction with Universal were
good prospects exports continued to fail. The ministry continued to pump money into the
industry. Exports in 2010 showed a rise of 72% in Europe because of higher awareness
through award winning films, as well as a rise of 262% in the Middle East under the influence
of the K-pop and drama boom, however market size there remained small.?%

In 2011 however the industry seems to recover as visitors, sales and export all rose and
Korean films dominated the domestic market. Prospects were good as Asia, a region where
over half the export market is concentrated, showed 34.3% growth because of Chinese and
Japanese market growth. To further the market foreign offices were given the task to enable
international coproduction because international networks and promotions were lacking.
Strategies per region differ as business matching, joint ventures and the break from remakes is
desired in the US market, in the EU coproduction through the KO-Production project is
pursued and focus lay on promotion of popular directors. In Japan coproduction was actively
sought after in hopes of, through this, increasing chances in the US and EU markets. In China
and South East Asia it was deemed important to manage completion of projects and network
through coproduction as well as business matching and networking with the Chinese
government because of the import quotas, inspection systems and other policy restrictions.2%?

A big factor in the industry’s stagnation was high investment risk due to low profitability. As
hallyu rose in the early 2000s, production prizes rose with it, but the low returns in the later
half of the decade caused high investment risk. So the government started to urge on lower
production costs and investing directly through funds such as the fund of funds and the film
development fund. That was until 2010, when middle budget films were encouraged as low
budget would be too harmful to small companies. The preferred method then was even profit
distribution to prevent profitability erosion and to reduce investment risk. In 2012 results
showed as the industry again improved and even the profitability returned to a positive
number thanks to a good amount of block busters.
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Year 2008 2009 2010 2011 2012
Profitability | -43.5% -13.1% | -11% -4.6% | 13%
The huge popularity of Korean films domestically, caused importers to pay attention to
Korean films and exports again rose. But this time even the price per film went up, a first
since 2008. The popularity of K-pop also added to the demand in foreign markets.2%
Furthermore the government focused on new media and additional markets. Because of
digitalization, education was needed for the work force and the film academy and a re-
education program were set up. To nurture new media like IPTV and Video on Demand
markets many committees were set up and, added to these fast growing markets, the mobile
and smart markets rose in 2011. Yet these markets faced serious piracy problems so measures
were taken such as a council set up in 2008 to monitor and delete illegally uploaded
materials.?%*

As the 3D film hit big in 2009 focus shifted to this market as well. The government was very
much involved in supporting and researching this new additional market niche in hopes of
entering the global market. It felt the need to support it because the market was still very
unsure, production costs were sky-high and SME were incapable of changing facilities to
accommodate 3D production. The government therefore wished to create these facilities to
encourage a fair trade environment as this change increased large company monopolies even
further. Much support is allocated to develop 3D production, however admittedly late in the
game. The will to be a step ahead of technology is expressed, but Korea continues to follow
rather than lead the trends. The unsure market showed itself in 2011 and 2012 when
additional markets dropped and by 2012 only a fourth of the 2010 3D market was left, mainly
because of a re-emergence of the US in this market.?%

As mentioned earlier SME had a hard time keeping up with the digitalization and 3D changes,
thus increasing monopoly in cinema and distribution markets. As monopoly increased
investment chances for SME shrunk impeding the desired diversity for quality products and
market expansion. Therefore the government wished to create more medium sized companies
and actively supported smaller companies through KOCCA. In 2008 the fair trade
commission already took corrective measures for position abuse of multiplex chains and large
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distributors. The government set up a special committee that runs a report center, monitors the
industry and makes standard contracts. However it is doubtful how effective the measures are
when only major companies have seats in important committees that discuss the future of the
industry. To fully fix the problem smaller company’s capital problems must be fixed.?%

In 2011 the policies took a new direction in encouraging cooperation between large and small
companies. A mutual growth council was set up where 8 large corporations and 14 film
groups took place and discussed their industry’s issues. However measures seem lacking as
four cinema chains in 2012 held 83.7% of all cinemas compared to 2011°s 77.4 percent. The
screening percentage even rose to 94.5, which is almost absolute.?®” SME continued to be
vulnerable as promotion and marketing for releasing films was too expensive. Added to this
was the industry’s focus on large corporations. More support was added in 2012 like the
release funded support that was set up in order to foster mid-size companies. Or the film
council supporting previews at film festivals in order to expand global markets. But also
supports for increase in coproduction, Korea as a film location, strategies per region and Asia
as a common market were set up. Including ‘KO-production’ that offered one stop support for
coproduction and the new China film business center established to increase coproduction
with China.2®

The government also would have liked to link broadcasting and film as producers and
publishers see it as one industry, but politically support is separated. The government saw
itself in a mediating role because results were good, but the industry was immature. The
inequality between large and small companies was big and the results of the industry were not
up to par with other industries.?%® So it seems government meddling will continue in this
industry for many years to come.

In five years the music industry grew after a drop in exports in 2007 and the change to digital
and online markets. In 2008 the main market was still Japan and even though west Europe and
the US held only a slight market share they showed major growth. Markets in Taiwan and
China, too, recovered. In 2009 exports grew over 90%, including 30% in China, 93% in Japan
and over 145% in South East Asia. Imports have also increased after the inauguration of Lee
Myung Bak and imports to Japan doubled in 2008 and showed 10% growth in 2009, a growth
rate far above other regions creating fewer imbalances in import and export. Less such results
are accomplished in Chinese markets. In 2010 exports went up a staggering 116%, now being
5 times as large as 2008. The industry grew as online markets grew and performance markets
grew through the growth of festivals and pop concerts. In 2011 creation of performance halls,
rise in pop concerts and the use of idols in musicals, as well as the rise of the smartphone
caused growth in the industry. Exports rose over 135% and as the first expansion into Europe
was made through the Paris SM Town concert, exports to the EU rose like never before; over
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a 1000%. Japan and China steadily grew with 134.8 and 88.5% respectively and Asia still
held 97.1% of the entire export market.?1°

There were some returning issues in the music industry. Like other industries anti-hallyu
sentiment impeded production and distribution and the strategy to amend the problem was
increasing mutual cooperation in Asia and to expand into new markets like the USA and
Europe.?!! Other concern lay with copyright infringement and it causing stagnation in the
digital markets as well as missing profits. As smartphones entered the picture piracy thrived in
that market as well.?1? The hard battle against piracy shows that no matter how attractive soft
power is to the government, economics come first.

Uniformity was also a major issue as shown by the disbandment of Dong Bang Shin Ki, an
idol group that held high stakes in the Japanese market. As the market remained dependent on
few idol groups the government, throughout the years, supported projects as the new singer
and indie musician project to discover new artists and diversify markets. These measures
included support for album, music video and concert support. In 2012 results seemed to show
as indie bands and hip-hop artists’ breakthrough and companies like Cube and FNC seemed to
break the long rule of the Big 3, meaning smaller companies might finally stand a chance.?!3
Trends in the industry were those of digitalization and change to online and mobile markets.
Growing markets like the performance market and singles market grabbed the attention of the
government. As did OSMU content, that combines different genres to create synergy and
promote for instance music used in a popular drama to create additional profit. And while
many years were spent raising artists in foreign markets like Japan and South East Asia, now
the industry saw the rise of social and new media like YouTube making world wide marketing
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easier. The government felt social media should be linked to the industry to create streaming
and downloading service and used for marketing.?'4

As domestic companies finally seemed to realize the importance of K-pop to the continuation
of hallyu much attention was given to market participation. For overseas expansion festivals
and showcases support was the government’s main measure to spread awareness of hallyu,
creating networking and information exchange opportunities to strengthen international
competitiveness and for direct marketing. For example ‘Feel Korea! K-pop Night’ in
Shanghai in 2009 or ‘K-pop Night in Japan’ launched to create new fans and improve K-pop’s
image. But also the ‘popular music foreign project’ supported many events abroad including
even world tours of major companies like SM and JYP. Such tours, like the 2011 SM world
tour, were successfully held in Europe, the Americas and Australia, creating a K-pop
syndrome that showed K-pop spread world wide. In 2012 the Seoul International Music Fair
was first held. It was an event complete with conference, showcase and closing performance
that even included the Big 3; SM, YG and LOEN. The fair was held, focused on Asia, to
introduce K-pop diversity, and to create the before mentioned information exchange and
network opportunities.?*®

Throughout the years overall sales and exports of the broadcasting industry rose. There were
however some matters that affected the amount of growth. In 2008 for example export growth
stagnated as exports in Japan grew, but exports fell in China and Taiwan. Main reasons for
this lull were price competitions and Taiwan’s own drama production.?*® In 2010 however
sales grew majorly because of Paid TV and IPTV and exports too increased.?!” In 2011 and
2012 world wide popularity of K-pop helped the broadcasting market too as exports rose over
20% each year and even over a 100% in Japan in 2012.2!8

There are some themes that continue throughout the five year term of Lee Myung Bak. One of
those is exchange in order to create new markets, but also the fight against anti-hallyu
sentiment.
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In 2008 this latter sentiment was reason for stagnated growth and the government tried to
revert it by diplomatic action and the continued use of hallyu stars in the hope of a new
breakthrough.?® As anti-hallyu sentiment continued, so did the government’s effort to utilize
coproduction to ease it by having reciprocal exchange in an attempt to ensure continuation of
hallyu and economic benefit.?? In order to keep friendly markets, especially in the main
market Asia, coproduction was pursued in countries where export exceeded import, this was
admittedly done so hallyu can have a ‘softer landing’, to increase mutual understanding,
improve (nation) image in anti-hallyu areas as well as new areas and to exchange production
know-how, expand networks, increase local expansion chances, understanding foreign
business methods and generally leave a good impression of Korean products.??! Besides the
reduction of negative vibes, exchange was employed with different strategies. In North Africa
to stabilize hallyu for wider distribution, in French and English speaking Africa to tap into
potential market, in South America to root down hallyu through drama and in Central East
Europe to ignite hallyu.??? By 2012 the government distinguished two types of foreign
markets. The expansion markets of English, Japanese and Chinese speaking countries and the
emerging markets, of Spanish and Arab language countries, that were to be tapped into in
order to diversify the distribution channels.?*

The government’s future focus lay on the above mentioned strategies to maintain hallyu, as
well as creating new markets. But also on digitalization, new media and fair competition
between large and small companies.

In the broadcasting industry the digital HD turn was difficult as most of the companies are
SME and lack funds. Therefore the government supported them by building infrastructure and
facilities such as building a HD studio?®* as well as upgrading a SD studio in 2009. It also
supported through loans, direct support (funds) and mixed support with help from the private
sector.??> Support of new media and digital content was supported throughout the years
through production support and one stop support given to for example winners of the ‘global
story competition’, held annually. In order to increase global competition support focused on
global killer content, new media, export-use programs and formats. Production support in
2009 was extended to killer content, TV films and creative programs and focus shifted from
completed products to formats.??® This support continued, especially in 2011, as master
classes were organized to create specialized workers. Furthermore a convention was created
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with six broadcasters to develop the format industry model by holding workshops and
consulting with world renowned professionals in order to make competitive formats.?? In
2012 digitalization of the industry was complete and focus shifted to upcoming smart media
and multi-platform content in order to draw on hallyu 3.0 and even 4.0.228 In 2011 new
projects were added to the superior market support like the government organized
broadcasting awards; the ‘broadcasting Grand Prix’, to encourage content creators.??® And all
years the government supported fairs and seminar participation as well as holding the
Broadcast World Wide event and conference, creating a place for information exchange,
networking opportunities and global distribution.?3

All this effort to increase competition was not just done for hallyu support. Because of the
FTA closed with the US and EU the opening of the Korean markets to big foreign companies
meant more competition so the government’s intention was to create an ecosystem through
the production support system to increase the autonomy of independent producers so they
could attract investment, make profit and attract reinvestment and thereby increase their
competitiveness in order to make their industry viable.?!
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Policy Source Book

The policy source book is basically a summary of five years of policies. However sometimes
it includes more background as to why a measure was taken and it includes a policy overview
including tourism and sports.

In its five years the government saw a new paradigm in smart-ifying, modernizing and
globalizing the industry. Although because of the fast changes it had trouble convincing the
people that digital and smart industries were the new trend to follow, it attempted to do so
with the promise of jobs, shared benefits and increased life quality. The government’s vision
was to overcome conflicts that arose because of the rapid development and hereby making
Korea into an advanced nation. The government continued policy directions taken by the
previous government as the manufacturing industry reached its growth limit and knowledge
and content industries became the new thing and the because of the view that that the Korean
content industry could excel in the world market.??

However the government admitted that the exports increase through hallyu was not strategic
and integrated but decentralized and fragmented. So it tried to change this through policies
and creation of a unified system; thus creating KOCCA as a sort of control tower to overview
and link all content industries. Even so strategy was said to be lacking in order for hallyu to
continue growth and improving nation brand, tourism and response to Anti-hallyu, and the
quick changing smart and digital markets and SNS marketing environment was needed.?%
Linking of industries was something more clearly found in the policy source book as it
includes tourism and sports as well. The linking of industries included trades like fashion, and
OSMU content like merchandise, but also linking traditional culture to hallyu as was
previously mentioned in the White Papers. In the policy book it is noted that linking industries
would increase soft power that could lead economic growth. As hallyu has had a positive
influence on the service, manufacturing and also tourism industries, the policy source book
showed that the government also continuously linked tourism to hallyu, in an attempt to use
the tourism industry as a growth engine as well. For “Visit Korea Year 2010-2012” for
example marketing and promotion included hallyu festivals and hallyu star prizes and other
cultural events. Added to this a hallyu Star Street was made to attract fans to visit Korea and
as a strategy to attract Japanese tourists drama and CF tours were set up and large hallyu star
events were held.?* Lee’s will to make K-culture into the next wave, by combining all these
industries in order to continue the spread of hallyu and maximize its impact, showed clearly
through the establishment of the hallyu cultural promotion group in 2012.

In the film industry the use of Korea as location for shooting was supported in order to attract
tourism as well. Sports were also linked to hallyu by holding performances during big events
like the Daegu World Athletic Championship or the upcoming 2018 Winter Olympics, while
at the same time supporting better competition in order to win prizes and raise Korea’s world
status in sports as well 2%

Like in the White Papers cultural exchange is also often mentioned. On the one hand to
increase new markets, because of fear of crisis in current markets and on the other hand for
image preservation and improvement. The latter is especially done in China, for example
through coproduced documentaries and a talk show made to resolve (cultural)
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misunderstandings. But also for people’s intercultural experience in order to create deeper
understanding of the other country.®

Improvement of nation image or nation brand is mentioned every other page in the White
Papers, but the policy source book expands more on nation brand, including national identity.
Korea has been standing out because of its rapid growth, even joining the G20, and now
culture is garnering attention. The government’s view was that if one comes into contact with
music, films or other cultural content one’s interest will be spiked and through this image and
sales will improve, and visits to Korea will be more frequent. The government recognized soft
power as the future of nation power, so it actively promoted culture, tourism and sport in
order to fix the nation brand. Its view was that in the era of global soft power competition,
investing in the culture industry could take Korea to the next level. That soft power
underlying cultural competitiveness decides the nation’s future and by improving the nation
brand value cultural society’s national prestige could be enhanced. Justification to the people
for investing so much was that brand improvement brings economic gain and thus improves
life quality, even calling culture Korea’s economic hope.?*” By linking content through nation
brand, for example through earlier mentioned content on LG or Samsung’s Smart TV, or
through ODA by donating cultural content Korea tried to improve its image. Exchange and
opening was also used as a strategy to emanate a ‘global Korea’ image of an open nation that
flows with the world. As well as to fix adverse feelings, make friendly international relations
and a cooperation of government, corporation and the people to continue to re-strategize
hallyu expansion in order to improve nation brand.?*® Another method used to improve the
national brand as a cultural nation was promotion of it at major events, such as the G20, the
Nuclear Summit, but also the Yeosu expo or sporting events through high results or cultural
performances.?%

As mentioned before the search of a Korean identity played a role in nation branding. There
was talk of assimilating traditional culture into modern culture and financial support for
making traditional culture part of popular culture and through this make it a part of hallyu as
well. The idea was to establish the Korean cultural identity through Han style, or inspiring
pride and national dignity through a national symbol. To find something to uniquely represent
Korea; the government mentioned Hangul, Taekwondo, history and arts. This then would
contribute to the nation’s image and by informing people of this brand through drama,
performances or other hallyu content, create economic value.?*° Focus lay however on this
representation coming from traditional culture, and one could question how close it is to
actual Korean identity or a Korean identity that the government wants others to perceive.

Throughout the White Papers attention was given to free trade agreements, since because of
these, markets needed to be opened and Korean markets became more vulnerable to
international competition. While Korea used the opportunities to actively increase trade with
the US and EU, at the same time being aware of its market vulnerability the government
attempted closer relations with Japan and China. Now even though it is not stated in the
policies, they attempted at integrating the North East Asian economy and One Asia market,
by closing FTA with Japan and China. This seems to be an attempt to be able to form a front
against the two western powers. At the same time it is an attempt of Korea to attach
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themselves to the ‘big players’ of the East. In order to do this they continued to increase
cooperation, exchange and partnership between the three countries.?*!

Different from the White Papers where focus was mainly on the SME, the policy source book
includes some policies about big corporations. Where in the White Papers cooperation
between small and large companies was only mentioned in 2011, it is ready mentioned in a
2008 policy overview. Major device companies like LG and Samsung were to work together
with service companies like SKT and SME companies in order to jointly develop content. In
2011 an investment fund created by six large companies helped almost a hundred SME with
the creation of next generation content, even supporting distribution and marketing. Another
element was a temporary cooperation between small and large companies in order to create a
new digital content market.?4? All these give a better view on how big companies could help
SME that are over 90% of the companies in the content industry.
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Cultural soft power significance

Through the previous chapters an image can be formed on how the government sees soft
power. There are several dimensions to the use and aim for said power.

As the largest portion of the White Papers are actually about plain economic gain this is the
most obvious goal to start with. The most evident change during the Lee Myung Bak period is
the change from culture industry to content industry, thus giving the whole industry an
economic feel from the name on. This is most easily explained through the definition the
government gives of content and content industry:

“Content is the data or information of symbol or codes, letters, shapes, colour, sound, audio,
images and video (including a complex version of these).”

And:
“Content industry is the industry concerning the production, distribution, use, etcetera of
content or a service providing this (including a complex version of these) that has
economically added value™?*

From the definition we can read that added economic value is deemed quite important. The
continuous focus on piracy is also a nice indication, since the primary reason for battling this
problem is companies missing out on profits. If it were just about gaining soft power, the
spread of content would be the only goal and the government would simply continue to
support the industry. This is certainly not the case. Kim Seung Soo goes as far as stating that
no matter how high the motive and goal are, if money cannot be made hallyu culture will die
out.?* This economic gain is also a part of the government’s justification towards the people
for continued investments in the industry. Promises of jobs and higher life quality, a shared
profit for all Koreans are how the government tried to win people over. Through the profess
that the content industry would ensure the next great growth of the economy.

That the government viewed content and hallyu as a product can also be derived from the
repeated attention for results, competitiveness and diversification. This can be linked to a
concept used in marketing; product life cycle. In this life cycle there are several stages: the
introduction, growth, maturity and decline stages. When looking at hallyu as a product the
introduction period was in the 80s and 90s when the base for the several industries such as
film and broadcasting were laid. At this time Korea was under pressure from the US to open
its film markets. In the late eighties the government approved local distribution of films by
Hollywood. This in turn led to a major crisis in the domestic market in the early nineties after
which in the mid-nineties it was suggested to the president that the cultural industry might be
a possible new cash cow. The government started to support production through large
conglomerates, running the change of major monopolies; these monopolies have turned into
one of the problems the government has been dealing with. But the market was recovering,
until the IMF crisis of 1997 hit.

This however did lay the base for the industry which would take of in the late nineties / early
2000s, as the market entered the growth stage. At first domestic popularity of Korean cinema
led to foreign recognition of Korean cinema trough film festivals. Film exports began and
cinema and broadcasting hallyu took off. 24 In the growth stage of product development it is
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common for the market to suffer from competition, which in Korea’s case was for example
Taiwan’s own drama market and price competition. This competition impeded growth for the
Korean market and in order to continue the product’s cycle, the government had to change
strategy in order to enter the mature stage of the cycle. There are several ways to deal with
competition and some of them were shown during the Lee administration. The shift between
growth and mature product started by lowering prices and driving for competiveness and
diversity in products in order to expand markets and the lifetime of the product. In order to do
this one needs to start spending money, which is exactly what the government was doing. This
vision and practice also fits the CEO-like manner with which Lee has reigned during his
presidency. From a economic and marketing perspective hallyu has now reached the mature
stage as, with the help of the government the cinema and broadcasting were brought back
from a dip and hallyu was diversified by including the music industry prompting a new name;
Hallyu 2.0.

The economic gain the government has chased from the nineties can now, as popularity rises,
boost hard power which can then, in turn, improve international image as well.

Such improvement in image is the use and aim of soft power in Lee’s policies. The use of
image built up through hallyu is done by linking it with other industries. By holding tours of
famous drama locations drama, hallyu is connected to tourism in the hopes that both
industries can benefit from it. Another way it is used is product placement in films, drama
series and even music videos. This practice is exemplified by the governmental support for
OSMU content. OSMU stands for ‘one source multi use’ and is content that is used for a
mutualistic relationship between industries. A good example is the drama ‘Sungkyunkwan
Scandal’, which just through casting already linked the drama and music industry by casting
idol Park Yoo Chun as the male lead. Additionally the soundtrack was sung by his band mate
Kim Jun Su ensuring fans would purchase the OST as well. Furthermore the government
supported production to link the mobile gaming industry and publication industry to the
drama series as well.2*® This way several industries benefit from one initial product.

Research indicates that many corporations feel that the use of hallyu’s popularity to promote
their fashion, make-up, cars, etcetera, is beneficiary to their sales.?*” Contrary, other industries
are also used to promote hallyu. During major sports events performances are held to
popularize hallyu. Hallyu is also connected to another instrument to soft power: the hosting of
major events. Events such as the G20 and Nuclear Summit were employed to present Korea to
the world as a culturally grand nation. Such desire to represent Korea a certain way has a lot
to do with forming an identity. This is why nation branding is so frequently mentioned. As
mentioned in a previous chapter the formation of Korean identity is not just plain sailing, this
is shown through the government’s press for incorporation of traditional culture into hallyu.
On the one hand this may have something to do with the attraction of ‘Asian values’ to the
surrounding countries. But for expansion into markets like Europe and the US this makes
much less sense as it would be harder for people to relate to the products. So it might have
more to do with the government’s desire to be perceived by others a certain way, and its own
longing for past culture.

To have Korean traditional culture and values perceived by the region would make sense as
surrounding cultures share similar values and attach a certain importance to their traditional
cultures as well. So it would not be strange for them to relate to similar values in the cultural
products they consume. However going beyond, into the world, it would seem less logical. As
is evidenced by the exchange with Dubai where it was found out they would stick with

246 Ministry of Culture, Sports and Tourism (2011), 2010 =&l =2k W A — 1 2} 1. 314 [2010 Contents
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animation exports which have lower cultural discount than drama series.?*® Cultural discount
is a term coined by Hoskins and Mirus in the late eighties and the essence is that as viewers
find it harder to identify with the values, believes or style, etcetera, they will be less attracted
to it, and thus prices may drop.2*® So for culturally distant markets it might be wise to take
Korea’s cultural uniqueness down a notch, or at least not aim for including more traditional
culture. Per contra at the same time critiques are heard as content is more and more made for
export and does not match the tastes of the domestic audience anymore.?*® Therefore it is
important to the industry to find a balance between the drive for exports and appealing to
domestic audiences.

Pride seems to play a role too as people choose to buy and use Korean products over Japanese
or Chinese, allowing Korea to rise above the shadows of the big players in the region; Japan
and China. In his article Lee Jung Yup claims it might even give Koreans ‘a sense of
“winning” over other countries’.?* Such pride can go as far as calling Korean products
superior:

“[...] 'Republic of Korea Content Fair' is held as an event where you can, in one place,

experience and enjoy [...] superior domestic contents."?5?
Or even when talking about exchange:

“[...] through people networking introduce Korea's superior content [...]"?5

“[...] by providing Korea's superior video, increase awareness about Korea [...]"%*

“Held a road show to introduce Korea's superior content [...]""?>®
However in expressing such pride Korea must be careful not to make the same mistakes in
new markets as it has in Asian markets and cause aversion to Korean products by using such
strong language. The government stated that one of the ways it wants to solve the anti-hallyu
problems is through exchange. First to decrease the import and export imbalance that has
occurred through one-sided business and has important markets afraid of cultural imperialism
and fear for the discontinuance of their own industries. Coproduction was employed to reduce
that gap and share knowledge with other markets. Yet with the surging popularity of Korean
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cultural products exports rose tremendously and these measures and import support were not
able to close the gap between exports and imports.

Other exchange forms were utilized to try and improve public opinion. However the
government admitted in 2012 that even through it has been following the same direction for 5
years, it has failed to amply monitor the aversion.?® So even though tables of the exchange
done and projects that were running are presented in the policies, the government has no
confirmation if this method actually has worked. Regardless of pages upon pages of attention
is given to the exchange measures, the question remains if they had any of the desired
effect.?’

Hallyu’s popularity is facilitated by domestic media to install a sense of pride as well. Choi, in
his article, points out that domestic media are quick to report on incidents abroad like
flashmobs or concerts, while foreign media do not report on these. Or when foreign media do
report on events Korean media tend to only report on the positive comments in these
articles.?®® This way hallyu is kept alive domestically through media.

Another aspect that shows the goal of using hallyu’s popularity for image improvement is the
continued focus on the US market and neglecting of the European market. Now for one this
can easily be explained away by the fact that European market, although similar in size, is
much more diverse and therefore harder to adapt to than the US market. At the same time
another factor is the immense influence of American popular culture and reverence of the
world of it. What this means to Korea, and many other countries for that matter, is that if you
are able to break through in this market, you can more easily expand into many other markets
around the world. So this focus also has somewhat to do with the hopes of widely spreading
Korea’s image hitching a ride on other’s popularity?*°.

Another interesting way to use hallyu’s popularity as a soft power is shown through the
interaction with Colombia. In 2012 a content export meeting was held, including different
events such as a K-pop performance. Through this meeting the government said to have
gained more insight into the market and was able to ensure the expansion possibilities. In the
next paragraph talks about how a FTA between Korea and Colombia would be a good step
towards market entry in South America show the government’s true intentions. Several times
in the policies cultural exchange is mentioned to be the soft, or light, counterpart of political
or economic exchange. An event or performance in this way is used as a light appetizer before
really getting down to business. This is not very different from the way businesses first bond
over dinner before actually getting down to discussing contracts during the next meeting. This
is a clear example of Korea using its hallyu soft power in order to expand their economy.
Hallyu is used here to be beneficial to all Korean industries, because such an FTA with
Colombia will not only benefit the content industry and its exports, but will also open doors
for other big industries in Korea such as the IT industry or car industry. This means an overall
positive influence on the nation’s economy. As an FTA was signed with Colombia in 2013 it
is likely that a similar strategy will be used in the government’s pursuit of FTA with other
nations.
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Interesting to see also is the seeming desire to form a team with Japan and China. Although it
is not specified how this is to be done or what the thought behind it is, one can guess that it is
to form a stronger front. In the age of coalitions it is hard for a nation to stand on its own. By
combining powers and forming an North East Asian coalition Korea, China and Japan could
become a serious counterpart to the US and European Union. The question is however if and
how this coalition is to be realized and if Japan and China see this the same way. Therefore it
will be interesting to see if Park Geun Hye follows through with this plan, because such an
Asian front could become serious competition to the West.

Outside of the policies however there is something that can undermine Korean soft power
through cultural exchange. In the chapter on soft power | discussed the weaknesses of some
countries surrounding Korea. South Korea likewise has its own weakness when it comes to
accumulating power and improving image and this weakness is North Korea.

Although one may not notice much when travelling or living in the South, technically the two
countries are still at war. And every once in a while tensions rise on the Korean peninsula
leading to world wide coverage of the events. These tensions are exactly the problem for
South Korean image.

As Nye has pointed out credibility is important when it comes to making outsiders believe
you are true to your beliefs. For Korea it would be hard to act similar to Norway and take up
the peace niche to build their image on, frankly because it is not a country in peace. This is
probably one of the reasons it spread out its niches. The tensions are also a problem because
they cannot be controlled by the government, simply because you cannot control another
country’s actions.

The Lee government has not made it easy for itself when it comes to their North Korea policy.
Switching from the previous sunshine policy, which provided the North with aid without
attaching or following through on much conditions, to a much harder stance of providing
conditional aid and demanding reciprocity. Amongst others Lee’s ‘Vision 3000’ plan caused
tension to rise on the peninsula.?®® Later finding the tough stance was backfiring, as it was for
example threatening the Kaesong project, Lee softened his stance a little, but tensions
remained high.?®* High tensions eventually led to several incidents during the reign of the Lee
administration. As the incidents were broadcasted on news channels globally they had an
impact on South Korea’s image, possibly blemishing efforts made to improve image through
cultural exchange. As North Korea will remain South Korea’s weakness in the struggle for
power for the coming years?%?, coming governments would be wise to be mindful of this
vulnerability when engaging future policies.

260 Other causes were for instance Lee not honouring previous agreements made with president Roh, Lee’s
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Conclusion

In this thesis the aim was to work on questions related to soft power in the cultural policies of
the Lee government. As previous research on hallyu had been focusing mainly on the reason
of its spread, presidencies in the early stages of hallyu, the economic aspects of hallyu and
research dealing with state power was more focused on Korea’s engagement in military peace
operations and development aid not much could be found on the relation of the Lee
government with cultural soft power. Even though this was eminent in his cultural policies
throughout the years.

Therefore this thesis focuses on the questions of how the Lee administration’s goals and uses
of soft power are reflected and pursued in the cultural industry policy. How does the
government see the use of cultural policy for economic and image goals and why this is
deemed important.

| researched these questions in a framework of soft power as coined by Joseph Nye and used
this framework while analysing the cultural White Papers that were published during the five
years of Lee’s presidency.

The following findings were derived from that analysis:

The concept of soft power is very applicable to Korea and its situation. If one were to catch
the importance of soft power to Korea in one word it would be: visibility.

As a middle power being surrounded by the two large powers of China and Japan it is
unlikely for Korea, despite being economically strong, to rise above these powers. Soft power
is seen as a means to be more influential in its region as well as globally. So during the Lee
Myung Bak administration soft power was definitely on the agenda, either through cultural
diplomacy of exchange or simply by using Korea’s popularity to its advantage for economic
benefits. The government also used several niches like development aid and cultural exchange
and even linked them or different industries, like the cultural and tourist industry, together in
hopes of mutual benefits for the country’s soft power.

In the five years of policies some themes can be found. The 2008 White Paper although more
of a summary of past projects and achievements stood out because of its hard and straight
forward language when it comes to soft power as it was literally mentioned several times. In
2009 the policies took more shape and recurring goals and aims started to form. This includes
for instance the focus on eradication of copyright infringement, the desire to strengthen
(global) competition, the reduction of domestic market monopolies, the creation of a better
investment environment, the creation of diverse content, the use of holding and participating
in events for promotion and the focus on digitalization of markets and new markets as well as
the erasing of anti-hallyu sentiment in existing markets. In 2010 the attention to the music
industry increased as K-pop seemed to take the lead in the hallyu spread. Other trends that
were followed were the growth of next generation content and the popularity of 3D films
which led the government to heavily invest in this industry. In 2011 the will to include
traditional culture in the cultural spread of Korea continues. The government also realised the
impact and use of social media for promoting content. With the huge growth of K-pop hallyu
in 2012, the budget given to the phenomenon finally meets up with the assured commitment
of the government to this industry. In this final year the government did some self reflecting
and comes to the conclusion that it has inadequately measured the effectiveness of the anti-
hallyu eradication policies, but more importantly has not by far reached its goal of entering
the top 5 of content countries. As FTA were to come into effect soon the government
continues its focus on copyright infringement and improvements in competition.

Film, broadcasting and music are the mainstays of the hallyu phenomenon and the
government showed interest in keeping these industries running to keep hallyu going. This is
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shown for instance by the continued support for the film market that was economically in a
slump, but was pulled out through much investment and support by the government. But also
by the growing interest shown in the music industry as its popularity rose around the globe.

This continued support for the film market shows one of the strengths in policy during the Lee
administration: tenacity. Even though the industry was already laying on its back the
government stuck to it and eventually helped in recovering the market. Another strength is the
linking of industries through for example OSMU content or even linking the cultural industry
with the tourism industry to induce mutual benefits.

Despite the government having a hard time fixing the problems in several of the cultural
industries, the government did pinpoint the problems well.

Still one of the mistakes the government made, for instance with the reduction of anti-hallyu
sentiment was that it did not evaluate if the method used was actually efficient or successful.
This was even admitted by the government itself. It would be wise for coming administrations
to assess their methods to make sure not to pour money down the drain. Added to this the
government must be careful not to make the same mistakes again in new markets by one-
sided exchange, but also be careful with strong language as ‘introducing superior content’, as
it runs the risk of nations closing their markets again out of fear of cultural imperialism.

A weakness of the government was that even though they were bombastically stating to fix
problems and invest in new industries to create a bigger market, 3D markets in which the
government has invested much have majorly dropped since the first year of focus on it, the
government does not seem to have much control over it. The same goes for hallyu, in the
policies the government admitted expansion through hallyu was fragmented and not
strategized at all. Although it tried to use, for example, Psy’s big success with ‘Gangnam
Style” in 2012 as evidence that Korean culture has gone global, this breakthrough had much
more to do with the power of viral videos?®® and social media than it had to do with planning.
It also had little to do with Korean traditional culture the government tries to bring to the
forefront in representing Korea, from which it could be useful to learn which part of Korean
culture hits big with international audiences; the modern part. However seemingly unaware of
this as it continues its quest for finding Korean (traditional) cultural representation. This is
one of the reasons that hallyu soft power may work on a regional level, but less so on a global
level. There is nothing wrong with this as regional power is also of great importance. But
seeing Korea’s expressed desire to be more global it may limit itself by focusing on traditional.
As shown earlier in the introduction the initial spread of drama series in Asia is explained by
the hybrid feeling of Korean cultural products. It brings together ‘Asian values’ with modern
day lives. K-pop on the other hand has less of these values and more of a modern feel, a first
time listener might even call it ‘Americanized’. The second wave of Hallyu was led by the
huge rise in popularity of K-pop, not only in Asia, but around the world. One can add to this
that markets Korea has been focusing on, for instance Dubai, already opted for the less-
uniquely Korean or less culturally loaded content because it is harder to harmonies unique
content with its own culture. This leads to cultural discount that leads to lower prices for
cultural products. As Korea is using the industry for economic benefit as well, it might be
something to consider for future policies.

Additionally the government’s goal of entering the top 5 of content powerhouses was not
reached. This does not come as a surprise. Firstly because despite statements of focus on the
cultural industry and heavy investments, budgets seem to tell a different story as often content
budgets dropped. Secondly because throughout the five years, contrary to expressed desire to
be a trendsetter, Korea is seen following rather than leading trends in the content industry,

263 |t gained real viral popularity as it was posted on sites like 9Gag and Reddit.
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evidenced for instance by the 3D industry. By only following new trends you are already two
steps behind and will not become part of the market leader pack. Korea is however good at
innovation in the IT industry, so it would be an idea to link these industries more.

A problem with lack of control is something that Nye noted when describing soft power.
Korea’s biggest weakness when it comes to control is North Korea, as its actions are totally
out of the control of the government. Therefore the policy and relations with North Korea will
always have an impact on South Korea’s image, especially with modern day media. This
leads one to wonder how effective a song or music video is in creating nation image when
news of incidents like the Yeongpyeong island shelling were broadcasted on all international
news stations and led to a huge drop in currency not only in South Korea, but the entire
region.?* Accordingly it is important for South Korea to realize that the divide with North
Korea will continue to be its weak point in attaining soft power.

By analyzing the White Papers one can form an image on how the government sees soft
power, and there are several dimensions to the use and aim for power.

The most evident goal in the White Papers is direct economic benefit. That Lee sees hallyu as
a product is most easily explained by the use of the term content industry, rather than culture
industry. Direct economic gain leads to global status as Korea’s economy grows, or in other
words; it leads to hard power. At the same time it is used to justify all the investments and
support measures to the people.

A second goal is image improvement. This is mainly done by linking different industries, for
example hallyu to tourism to promote tourism. But other industries, like sport events, are also
used to promote hallyu. Image improvement for Korea has a lot to do with the forming of
identity, which is why nation branding is often mentioned in the policies. This might also be
one of the reasons the government is so bend on including traditional culture into hallyu
products.

Lastly hallyu is also used for expansion of Korean economy. As exemplified by the cultural
exchange with Colombia in 2012 that was used to break the ice before continuing talks on
signing an FTA, which finally happened in 2013. Korea’s intention is to use this FTA to enter
not only Colombian markets, but expand their entire South American markets. This FTA will
of course not only benefit the content industry, but also other important industries like the IT
or automobile industries.

Through this analysis of the significance, strengths, weaknesses and mistakes of the Lee
government when it comes to using cultural policy and cultural spread to strengthen their soft
power and economic ability, future administrations may be able to take these into
consideration when developing future policies and be more efficient and effective in their
efforts to strengthen Korea’s economy and to spread a positive Korean image world wide.

In my original plan I intended to include research on policies into my study in order to study
how the government used this research, however as most of these are actually funded by the
government and other researchers have pointed out the lack of criticism in them?%, |
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wondered how much this would add to my current subject. So because of time constraints |
have not been able to include research on them in this thesis. Still it would be good if more
research were to be done on it and how they impact government policies.

Another point on which this thesis is lacking is the inability to analyze the effectiveness of the
cultural policy as this cannot only be measured in economics but also involves the spread of a
positive image of Korea. The question how much the rise of Korean national image going up
from a 30" place to a 20" position in 2011 had to do with the spread of hallyu and how much
it had to do with the rise of Korean multinationals like Samsung and LG remains.

It was not feasible to include such research in this thesis, but it could be an interesting topic
for future research.

Yurena Kalshoven
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