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I. Introduction 

Established in January 2015, the Eurasian 
Economic Union (EAEU) set a grand vision to 
create a “Eurasian Union” resembling the Eu-
ropean Union by 2025 through a multi-stage 
integration plan. The EAEU consists of five 
countries ‒ Russia, Kazakhstan, Belarus, Kyr-
gyz Republic and Armenia ‒ with 180 million 
people and a combined GDP of 1.48 trillion 
dollars. At present, free movement of goods, 
services, capital and labor is guaranteed within 
the region. The EAEU built a common medi-
cal market in 2017, and is planning to integrate 
the electric power market by 2019 and the oil 
and gas market by 2025. EAEU membership 
is expected to expand with the accession of 
Tajikistan, and the scope of partnership is also 
likely to extend out toward the APEC region. 

Meanwhile, Korea is facing a number of 
challenges under escalating economic uncer-
tainty around the world, such as the rise in 
trade protectionism around the globe with the 
launch of the Trump administration, and Chi-
na’s economic retaliation against the deploy-
ment of a THAAD missile system in Korea. 
At the same time, Korea has to escape from 

the geographical isolation imposed by the di-
vision of the Korean Peninsula. Responding to 
these, Korea will need to diversify its partner-
ships with emerging economies and reduce its 
economic dependence on the Chinese market. 
Strengthening cooperation with the northern 
Eurasian countries, and securing new econom-
ic growth engines to replace old ones, will be a 
way for Korea to overcome the current chal-
lenges. 

This study analyzes the investment climate in 
the EAEU and provides sophisticated entry 
strategies for Korea. It also emphasizes the 
necessity of having an FTA between Korea 
and the EAEU, the largest market Korea has 
yet to conclude an FTA with. The results of 
the study will be useful in preparing negotia-
tions for a Korea-EAEU FTA, and to come up 
with mutually beneficial economic coopera-
tion programs. 
 

II. Economic Cooperation be-
tween Korea and the EAEU 

 
1. Trade 

Trade between Korea and the EAEU peaked 
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in 2014, then decreased until 2016. Korea’s 
annual investment in the EAEU recorded 
8,000 - 10,000 million USD up to 2010 but 
plunged to 2,000 - 3,000 million USD recently. 
In short, economic cooperation between Korea 
and the EAEU falls far behind the economic 
size and potential of these two entities. Even 
that cooperation currently in progress is con-
centrated in Russia and Kazakhstan. Korea’s 
cooperation with Belarus, Kyrgyz Republic, 
Armenia remains weak. The economic recov-
ery of the EAEU and the growing share of 
APEC countries in trade with the EAEU will 
make it likely for trade between Korea and the 
EAEU to increase. 

 
Table 1. Korea’s Trade with the EAEU 

 Export Import Share in 
total trade 

Russia 4,768,751 8,640,613 1.487 
Kazakhstan 364,129 285,295 0.072 

Belarus 28,469 37,163 0.007 
Kyrgyz 

Republic 63,763 556 0.007 

Armenia 7,457 3,733 0.001 
Source: KITA Trade Statistics (Accessed on July 5th 2017) 
 

2. Investment 

The volume of investment between Korea and 
the EAEU is far less than that of trade. Even 
that amount is mostly directed from Korea to 
the EAEU, not the other way around. Korea’s 
investment in the EAEU leapt in the 2000s, 
then nosedived after the outbreak of the global 
financial crisis and never reached its peak 
again until recently. Moreover, 98% of Ko-
rea’s direct investment to the EAEU are con-
centrated in Russia and Kazakhstan. Korean 
businesses rarely invest in Belarus, the Kyrgyz 
Republic or Armenia due to a lack of infor-
mation and market size. An increase in the 
amount of investment will be necessary to ef-
fectively enhance economic cooperation be-

tween the two sides. 

 
Graph 1. Korea’s ODI in the EAEU 

Source: Korea Eximbank ODI statistics (Accessed on May 
12th 2017) 

 

III. Analysis of Investment 
Climate in the EAEU 

 

1. EAEU as a Market 

The market conditions of the EAEU can be 
evaluated across four different categories: 
marketability, growth potential, stability and 
other comprehensive indexes. First, Russia is 
the biggest market in the region, followed by 
Kazakhstan, Belarus, the Kyrgyz Republic and 
Armenia. Since Russia and Kazakhstan have 
low levels of trade openness and are actively 
implementing import substitution policies, it 
will be more adequate for Korea to roll out 
investment promotion measures, rather than 
trade expansion policies, to vitalize economic 
cooperation with these countries. Second, Ka-
zakhstan has the highest growth potential, fol-
lowed by the Kyrgyz Republic, Russia, Bela-
rus and Armenia. Kazakhstan shows relatively 
high population growth, quality human re-
sources and favorable logistics infrastructure. 
Third, Armenia is the most stable economy, 
followed by Russia, the Kyrgyz Republic, Ka-
zakhstan, and Belarus. According to the global 
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competitiveness index, Russia is the most 
competitive, and Kazakhstan, Armenia, Kyr-
gyz Republic follow, in that order. Korean 
businesses can decide where and how to pene-
trate among the member states, considering 
the aforementioned four categories.    

 

2. Investment Promotion Programs 

According to the EAEU Charter, the member 
states deal with investment issues individually 
and follow the national treatment principle in 
general. All five members have their own in-
vestment policies and related institutions. 
Among the members, Russia has the most re-
strictive investment policy and Armenia is the 
most liberal investment regime. Third parties 
need to conclude bilateral investment treaties 
separately with each state and perhaps obtain 
special status or benefits upon agreement. Ko-
rea has concluded BITs (Bilateral Investment 
Treaties) and CADTs (Convention for the 
Avoidance of Double Taxation) with all 
EAEU members except Armenia. 

All EAEU states have investment promotion 
programs such as free economic zones and 
investment funds. In Armenia, there are three 
free economic zones in the capital, Yerevan, 
and near the border with Iran. Belarus estab-
lished eight free economic zones across the 
country. The Belarus–China Industrial Park 
and High Technologies Park are the most suc-
cessful cases among them. Kazakhstan has 10 
special economic zones and the Kyrgyz Re-
public launched five free economic zones. 
Russia has the most special economic zones 
programs. The country has 26 special econom-
ic zones all over the country, and 17 TADs 
and 23 free ports in the Far East as of mid-
2017.  

Investment funds in this region are mostly co-

founded by Russia. Russia established RDIF 
(Russia Direct Investment Fund) in 2011, 
which manages USD 10 billion. In 2017 the 
RDIF set up a Russia-Armenia investment 
fund with USD 50 million. The Russian Ven-
ture Company (RVC), Russia’s Infrafund and 
Belarussian Innovation Fund created the Rus-
sia–Belarus Venture Investment Fund, worth 
USD 1.4 billion in 2016. The Russia-Kyrgyz 
Development Fund was launched with USD 1 
billion in 2014. Meanwhile, the Kazakhstan 
government solely founded the Kazakhstan 
Investment Fund in 2003. 

Since all these programs present different 
conditions, from the sectors they specialize in 
to their year of effectuation, it is necessary to 
study them in more detail individually before 
planning a business. Also, there are investment 
promotion agencies in each member state, so it 
will be beneficial for investors to approach 
them for practical support. 

 

3. Analysis of Investment Climate: Sur-
vey Results 

Regarding the investment climate in the 
EAEU, a survey on Korean companies who 
have entered or are planning to enter the 
EAEU market was conducted from the period 
of May to August of 2016. A total of 56 Kore-
an businesses participated in the survey. In 
order to heighten the objectivity and feasibility 
of the study, we held in-depth interviews with 
Korean enterprises in Kazakhstan and the 
Kyrgyz Republic in May 2016. Companies 
situated within the Gumi and Guro industrial 
complexes in Korea were interviewed as well. 

Among external factors, “Economic/industrial 
development and investment promotion poli-
cies of the EAEU” was the most important 
opportunity factor in entering the market. On 
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the other hand, the factor of “Administrative 
barriers such as corruption, bureaucracy and 
so forth” was the most risky among these fac-
tors. The respondents perceived the market as 
an opportunity rather than risk. The companies 
showed an average level of Responsiveness. 

Among internal factors, the biggest strength 
factor was “Competitiveness in the innovation 
and high-end technologies, such as IT.” The 
most critical weakness factor was “Insufficient 
information on the EAEU.” When it comes to 
penetrating the EAEU market, the strengths of 
Korean companies are slightly overshadowed 
by their weaknesses. That is, the respondents 
perceived themselves as not significantly 
competitive enough to enter the EAEU market. 

 
IV. Policy Suggestions for  

Korea’s Market Entry 
Strategy 

 

1. Institutional Programs 

This study proposes to lay the foundation for 
economic cooperation and expand industrial 
cooperation. The following four measures are 
the keys to create an institutional base for eco-
nomic cooperation. 

First, it will be critical to conclude a Korea-
EAEU FTA. Such an FTA would provide a 
new concept for strategic cooperation in the 
so-called “Eurasian value-chain system,” as 
well as in the new Eurasian growth space. It 
will be a window of opportunity for the Eura-
sian region to establish significant links with 
Korea, and to bring the APEC region closer to 
Russia. 

Second, utilizing the Korea-Russia investment 
platform when entering the EAEU market is 

an important element. The Korea-Russia in-
vestment platform created in 2013 has not 
been utilized at all up to now. Through discus-
sion with Russia, it will be necessary to adjust 
the investment destinations, industries, meth-
ods, and scope of cooperation to employ the 
platform. In this way, the platform can be ex-
panded and become more useful and effective. 

Third, designing investment package support 
programs for SMEs is another significant 
measure. Overseas investment by SMEs will 
be important in building a foundation for co-
operation with the EAEU when considering 
the economic complementarity of the two 
sides. Such collaboration is possible due to the 
EAEU’s demand for modernization in its 
manufacturing sector. Job creation and com-
petitiveness improvement could be realized 
through the sophistication and internationali-
zation of Korean SMEs. 

Fourth, it will be necessary to establish a 
“graduate school for Eurasian policy.” When 
the agenda of strengthening cooperation with 
Russia and the northern countries is incorpo-
rated into Korea’s mid- and long-term interna-
tional strategy, it will become an urgent task to 
build a human resources nurturing system. 
Thus the founding of such a graduate school 
should be seriously considered. Given Russia’s 
growing political and economic presence in 
the international community, it is necessary to 
train elite talent to deal with issues regarding 
the EAEU. 

In order to lay the institutional foundation, a 
close cooperation between the two sides is 
significant, perhaps by reorganizing or newly 
launching channels under the governments. 
Also necessary will be an organization that is 
mainly dedicated to Eurasian issues. Most im-
portantly, embarking on negotiations for a Ko-
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rea-EAEU FTA should come first to promote 
investment between Korea and the EAEU. 
Members of the EAEU think that the Korea–
EAEU FTA has to extend beyond the scope of 
conventional FTAs. Bilateral industrial coop-
eration stimulated by Korea’s investment must 
be included and enhanced. To enable Korea-
EAEU FTA negotiations to commence, an 
“investment promotion committee” should be 
formed and the needs of EAEU member states 
must be discussed. At the same time, it will be 
necessary to establish a “northern cooperation 
fund” which supports SMEs to enter the 
EAEU market under the Ministry of Strategy 
and Finance. The positive effects that a Korea-
EAEU FTA would have on investment should 
be communicated through a number of regular 
investment forums. Constructing industrial 
zones and discovering the investment promis-
ing sectors in the EAEU will have to take 
placeq as well. In particular, industrial com-
plexes jointly planned by the two sides will 
help Korean enterprises to enter the EAEU 

market. For this, additional studies on the con-
ditions of possible industrial zones and spe-
cialized industries should be carried out. In-
vestment promising sectors have to be detect-
ed through an analysis of industrial competi-
tiveness, policies and investment climate. 

 

2. Investment Promising Sectors 

Table 2 illustrates investment promising areas 
between Korea and the EAEU identified in 
this study. All EAEU member states seem to 
be competitive in the agriculture and husband-
ry sector. Energy resources and related indus-
tries are promising in most of the countries. 
The high-technology sector, specifically ICT, 
medicine are likely to be new growth engines 
in this region. Investment in tourism is also 
prospective in the Kyrgyz Republic and Ar-
menia.  

 

 

Table 2. Investment Promising Sectors in the EAEU 

Sectors Russia Kazakhstan Kyrgyz Republic Belarus Armenia 

Agricul-
ture/Husbandry 

Agriculture, Live-
stock breeding 

Agriculture (e.g. 
vinyl greenhouse 

technology) 

Irrigation equip-
ment, Seeds, 

Fertilizer, Cold 
storage facilities 

Agricultural ma-
chinery, Fertilizers 

Agricultural product 
storage, Agricultur-

al pesticides 

Food processing 
Food processing 
(e.g. sea food) 
and equipment 

Food processing 
(e.g. meat)  

Food processing 
(e.g. meat, milk, 

vegetables) 

Food pro-
cessing(e.g. fruits, 

drinks such as 
wine, cognac) 

Wood processing Wood processing     

Textile/Leather  
Textile machin-

ery 
Textile machin-

ery  Textile machinery 

Electricity/Non-
conventional 

energy 

Electricity saving 
equipment (e.g. 

smart grid) 

Electricity saving 
equipment (e.g. 

smart grid), 
Power plant, 

Renewable en-
ergy 

Electricity saving 
equipment (e.g. 

smart grid)   

Petrochemi-
cal/Chemical 

products 

Refinery 
/Petrochemical 

products 

Refinery 
/Petrochemical 

products  

Refin-
ery/Petrochemical 

products  
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Mining/Natural 
resources devel-

opment 
Mining (e.g. coal) Mineral explora-

tion 
Mineral explora-

tion  Mineral exploration 

Machinery and 
equipment/ Met-

allurgy 

Shipbuilding, 
Electronics Metallurgy  

Commercial 
transport machinery  

Pharmaceutical 
products/ 

Equipment 

Pharmaceuticals, 
Medical devices Healthcare  Pharmaceuticals Pharmaceuticals, 

Medical devices 

ICT/Transport  

Telecommunica-
tions 

ICT equipment, 
E-government 

ICT equipment, 
E-government 

ICT ser-
vices/software de-
velopment, Tele-
communications, 

Transport services 

ICT infrastructure 
including e-
government 

Construction  Construction  
Construction mate-

rials 
Construction ma-

chinery 

Tourism   Tourism  Tourism 
Source: Authors 
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