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Introduction

The essays collected here are revised versions of papers originally pre
sented at the fifth international conference on North Korea, which focused on

various alternatives available to North Korea at a time when its international

environment was undergoing rapid changes. The collapse of the socialist
regimes in Eastern Europe and the former Soviet Union brought an end to the
cold war bipolarity largely based on intense ideological confrontation, tightly
knit alliances, and preoccupation with military security concerns. With the
end of the Cold War, the focus of international politics shifted from military
security issues to economic development and cooperation. Although the dan
ger of large-scale military conflict has diminished, and although nation-states
find it beneficial to cooperate for economic goals, economic competition
among nations is intensifying over the question of who gets how much from
the increasing economic interdependency.

The ever-deepening globalization that has resulted from revolutions in
communication and transportation and from expanding international trade
compels all nation-states and their citizens to be more concerned with the
common fate of humankind. At the same time, there has been an increase in

assertive nationalism and other primordial ties based on ethnic and religious
identities, which rise in developing nations in proportion to people's confi
dence in economic development. Thus, a cmcial question in international pol
itics in coming years is how these two conspicuous forces — international
ization and localization by parochial assertive nationalism — will interact in
shaping international politics.

The shifting of foreign policy focus from security issues to economic
issues has blurred the conventional boundary between domestic and external
behavior. Economic development requires a nation to participate in interna
tional trade, and various forces within a nation assert their interests in formu

lating a nation's foreign policy. Although socialism has proven inefficient in
dealing with economic competition. East Asian Leninist regimes including
the Democratic People's Republic of Korea (North Korea) continue to insist
on a socialist line. Nevertheless, China and Vietnam are introducing capitalist
market mechanisms for economic efficiency. An intellectually challenging
question is, therefore, how seriously one has to take those nations' ideological
pronouncements, which appear to be far removed from reality.

Unlike China, North Korea was ill-prepared for the historic changes and
thus faces a great dilemma. Its planned economy, operating on autarkic princi
ples and heavily burdened by large military expenditures, has increasingly



been left behind the rapidly growing South Korean economy; in addition, the
overall balance of strength is tipping in favor of South Korea, and any unifica
tion on North Korea's terms looks very remote. The intemational terrain with
which North Korea was familiar has changed. Its ties with China, based
largely on common security concerns, are being eroded as China's priorities
shift to economic development; consequently, the bilateral economic relation
ship is evolving from one of mutual beneiSt to one of burden to China as the
latter's intemational trade volume increases and trade network diversifies

while North Korea's economy deteriorates.
The collapse of the former Soviet Union not only left North Korea without

any security patron, but also made the United States, its former adversary, the
only hegemonic military power capable of destroying North Korea (notwith
standing the relative decline in the U.S. economic position). North Korea
needs economic development to survive, but opening up to the outside world
for foreign capital and technology will almost certainly undermine its political
systems. How will the North Korean leaders manage this fundamental
dilemma? What are the primary objectives of North Korean foreign policy,
and how will the DPRK handle the multitude of bilateral relationships with
South Korea, the United States, China, and Japan?

Robert Scalapino's paper surveys general trends in East Asian interna
tional politics and underscores the uncertainty produced by the opposite trends
of globalization and the equally powerful assertive nationalism, rooted as it is
in the diverse historical and political experiences of East Asian nations. Des
pite such uncertainty, Scalapino regards regional cooperation in the cause of
economic prosperity as inevitable. Byung-joon Ahn emphasizes that in con
trast to the strong integration trend in Western Europe, the diverse actors in the
Pacific-Asian region, with asymmetrical power and resources and two differ
ent ideologies and political systems, are addressing urgent issues primarily
through bilateral approaches, although collective and multilateral approaches
are frequently discussed.

In his paper examining American and Japanese policies toward Korean
issues, Chae-jin Lee concludes that the U.S. relationship with Seoul has been
changing "from guarantor to a more normal bilateral relationship" and that
North Korea is eager to improve its ties with the United States. Hongchan
Chun describes the new Russian relationship with the peninsula as an "equi-
distance policy"; he also questions how relevant any Russian policy is to
developments in East Asia. With regard to North Korea's responses to the
changing intemational environment, Young Whan Kihl notes that North
Korea's initiatives tend to come too late, always falling behind the times,
although its foreign policy priority — assuring the regime's survival — has
not changed. B. C. Koh's paper focuses on the foreign policy implications of
domestic political developments in the two Koreas; Koh details how North
Korea has tried to maintain its political system while adjusting to the external
changes as well as its needs for foreign capital and technology by internally



tightening control over the population through the propagation of the cultof
the leader and chuch'e ideology and externally by endeavoring to improve its
ties with Japan andjoiningthe UnitedNations. ThomasRobinson andYoung-
Sun Ha assess the factors pointing toward peace and those indicating conflict
on the Korean peninsula. Robinson questions the viability of the North
Korean regime, noting that a domestic political crisis, suchas a serious prob
lem in succession when Kim II Sung dies, may lead the DPRK to external
behavior disruptive to the outside world. In analyzing the prospects for peace
on the peninsula, Young-Sun Ha examines the changes in the three major
determinants: the international situation, the military balance on the penin
sula, and the political and economic systems of the two Koreas.

Two papers discuss the economic complementarity between the two
Koreas. Il-Dong Koh underscores the overall complementarity between the
two economies except in heavy industry, which North Korea overdeveloped
for military reasons; North Korea's relatively well endowed agricultural and
natural resources can be effectively developed with South Korean technology
and capital, and its consumer goods industry can be rapidly developed with
the assistance of medium-level technology and capital from the Republic of
Korea (South Korea). After examining the DPRKs trade policy, Jung Chang
Young concurs with the optimistic view that the high complementarity
between the North and South Korean economies, with their differential
resource endowments and levels of industrialization, makes the prospect for
trade between the two Koreasgood, possibly reachingUS$500 millionin the
near future.

The last three papers speculate on prospects for North Korean participa
tion in the regional economy. On the basis of systematic comparison of vari
ous specific factors related to the performance of the two economies. Won
Bae Kim and Jung-Gook Kim recommend a gradual approach to the integra
tion of the two diametrically opposed economic systems. Mark J. Valencia
assesses the feasibility of as well as the constraints on the proposed Tumen
River scheme. He notes that each participating nation will benefit: South
Korean and Japanese technicalcapabilitiesand managerial skills can be easily
combined with raw materials and cheap labor from North Korea, China, and
Russia. But the project will cost an estimated US$30 billion for infrastructure
investment in the next twenty years. The success of the project will depend on
how each nation reconciles conflicting priorities and shares the huge capital
cost. Finally, although warning that "we should not harbor rosy expectations
...for regional cooperation," Kim Sung-Hoon notes that "multidimensional
developments in NortheastAsia permit cautiousoptimismas far as the reduc
tion of tension and economic cooperation" between the ROK and DPRK are
concerned.



Postscript

On December 12, 1991, when the conference was in session. North Korea
and South Korea reached an Agreement on Reconciliation, Nonaggression,
and Exchanges and Cooperation, a first historic document laying down the
basic framework for inter-Korean relations. In the agreement, the two sides
pledged to cooperate in the international arena, eventually impose arms con
trol, and improve direct communications across the demilitarized zone. But it
did not specifically touch upon nuclear issues, which are the most critical for
North Korea's relations not only with the South, but also with the United
States and Japan. Faced with sluggisheconomicperformance and failing pub
lic approval ratings, the ROK's RohTaeWooadministration was compelledto
skirt the issue of North Korea's nuclear program in order to reach the agree
ment. North Korea must have realized that without some semblance of

progress in North-South dialogue its effort to improve relations with the
United States and Japan would not work.

President George Bush's policy announcement that the United States
would remove tacticalnuclearweapons from foreignbases furtherhelpeddif
fuse the concem with the North Korean nuclear program. By April 1992,
North Korea had signed the Nuclear Safety Agreement, changing its previous
precondition— that North Korea should be allowed to inspect withdrawal of
U.S. nuclear weapons and the United States should end its nuclear umbrella
over South Korea — to the simple condition that parties to the Non-Prolifera-
tion Treaty(NPT) wouldnot deploynuclearweaponson the Korean peninsula
or threaten North Korea with nuclear weapons. The two Koreas also reached
the North-South Denuclearization Agreement. On the whole. North Korea has
been more flexible in dealing with the International Atomic Energy Agency
(IAEA), whose inspectors would not be as thorough as those of South Korea.

Thereafter, inter-Korean relations progressed rapidly up to the summer of
1992. North and South Korea expanded contacts on multiple levels, conduct
ing high-level meetings eight times in both Seoul and Pyongyang and address
ing a wide range of issues including plans to create an industrial complex in
North Korea's western port of Nampo, joint exploration of resources, the pos
sible settlement of trade accounts, and the exemption of tariffs. North Korean
deputy premier Kim Dal Hyon visited South Korea, touring many modem fac
tories obviously in an effort to enthusiastically expound the idea of economic
cooperation between the two Koreas. At that time even a summit meeting
between President Roh and Kim II Sung appeared to be possible.

However, toward the end of 1992, the inter-Korean dialogue appeared to
have reached a stalemate. Many factors contributed to the strained relations.
The discovery of a North Korean spy ring in South Korea led Seoul to demand
the North's formal apology, without which no substantial inter-Korean
economic cooperation would be possible. North Korea responded by denounc
ing the military exercises conducted by the South. Trade between the two



Koreas declined dramatically. By that time there was no hopefor anysummit
meeting between Roh, whose presidential term was coming to an end, and
Kim II Sung.

Another important factor that might have decisively influenced North
Korea's strategy was the establishment of formal diplomatic tiesbetween the
Republic of Korea and China on August 22, 1992, the historic occasion
immediately followed by President Roh's official visit to Beijing. Although
the normalization laid down an important cornerstone for regional peace, it
also implied China's acceptance of a two Koreas policy. By maintaining cor
dial ties with both Koreas, China came to occupy the pivotal position in a new
triangle. China may try to preserve the triangle for a long time, because it
offers the mostpromising way of dealing with Korean problems, barring the
idealbut unlikely resolution of a unified Korea friendly or evensubordinate to
China. Nonetheless,China has no means of controlling North Korea's internal
politics, the most critical factor in thestability of the new triangle.

North Korea undoubtedly hoped that Beijingwould use its recognition of
Seoul as a bargaining chip for obtaining Japanese and American recognition
of Pyongyang. In that, the North was disappointed and possibly even felt
betrayed by Beijing. Since the DPRK cannot afford to alienate Beijing, it has
renewed its own survival strategy, either stepping up its nuclear program or
using the nuclear issue to establish direct communication with the United
States.

Despite thewidespread suspicion thatPyongyang is committed to owning
nuclear weapons, there is no way of knowing whether North Korea has the
technical capability and political will to manufacture nuclear weapons. It is
possible that, concerned about the increasingly unfavorable military balance
between the two Koreas, Kim II Sung may attempt to produce nuclear weap
ons as a deterrent against the South. But the potential cost for this option is
high, and it contains significant risks. It is also possible that Kim sees the
nuclear issue as a bargaining chip and seeks to exploit it to strengthen
Pyongyang's bargaining positions vis-a-vis the United States. Whatever its
true intention may be. North Korea's nuclearprogram has been the linchpin in
its external strategy in the past few years.

Despite the mutual agreement on denuclearization, the North-South Joint
Nuclear Control Committee deadlocked over inspections. Suspicious of the
North's sincerity, the South demanded "special inspections" or "challenge
inspections" — whichgiveeach side a free handin selecting inspection sites.
The North insisted on the mechanical interpretation of the declaration, which
states that sites for inspections will "be selected by one side and agreedon by
the other side."

Paralleling the dispute with the South over the issue of bilateral inspec
tion, North Korea developed a similar dispute with the IAEA. Immediately
after signing the safeguard agreement. North Koreaallowed the international
organization to conduct six rounds of ad hoc inspections and provided it with



samples of nuclear waste as well as other relevant information. The IAEA's
careful analysis of the nuclear waste sample indicates that North Korea has
more plutonium than it reported to the IAEA; this "inconsistency" led the
IAEA to demand special inspection of two suspicious sites at the DPRK's
controversial nuclearcomplexat Yongbyon, north of Pyongyang, NorthKorea
refused on the ground that the sites are "military objects." Eventually the
IAEA's board of governors issued an ultimatum to the North: accede to
inspections by March 25, 1992 (later extended to March 31) or face "future
measures."

On March 12, 1992, North Korea announced its decision to withdraw
from the NPT, stating as its reason that the IAEA, unduly influenced by the
UnitedStates, had been not impartial: it insistedon close inspectionin North
Korea, but had not yet verified the removal of U.S. nuclearweapons from the
South. The announcement, which was to become effective ninety days there
after, pulled the rug from under the newly elected Kim Young Sam adminis
tration in the ROK, which was preparing a more conciliatory posture toward
the North withkeydecision-making positions staffed by moderate former pro
fessors. North Korea's defiance posed a great challenge to the United States,
not so much because of the DPRK's nuclear program, but because North
Korea's action set a precedent for other nations aspiring to "go nuclear."
Nuclear-allergic Japan indicated its willingness to freeze any economic coop
eration with the North until the nuclear issues are resolved. Although a
nuclear North Korea is obviously unacceptable to China, it has shown reluc
tance to bring public pressure on Pyongyang and again objected to any UN
sanction against North Korea.

Caught off balance by North Korea's drastic decision, the South Korean
government has adopted a "stick and carrot" approach to persuade North
Korea to reverse the decision. On the one hand, worried that any UN sanction
would lead to North Korean retaliation against the South, it eagerly coordi
nated common strategy with Washington, Tokyo, and Beijing. On the other
hand, it promised economic aid to the North when Pyongyang changes its
mind and also indicated its willingness to concede to North Korean com
plaints on such matters as the UN inspection of U.S. facilities in South Korea
and of the annual joint U.S.-ROK military exercises.

Just before the decision became effective, the representatives of the
UnitedStates and the DPRK met twice in New York. These critical meetings
resulted in a North Korean unilateral decision "to suspendas long as it consid
ers necessary...its withdrawal from the Treaty on the Non-Proliferation of
Nuclear Weapons." Both sides also agreed to continue dialogues, set to begin
in Geneva on July 14, 1993.

Although the specific contents of the meeting are unknown, and although
the meeting did not resolve the nuclear issues, it has defused the tension at
least temporarily. If North Korea is really committed to developing nuclear
weapons while trying to convince the world that such development is not



occurring, Pyongyang's diplomatic effort to improve relations with theUnited
States and Japan seems futile. But if North Korea has been using thenuclear
card to achieve its diplomatic goals, it has been playing so far brilliantly.
Whatever mightbe its true intention, one pointemerges clearly from Pyong
yang's negotiation posture. North Korea is more interested in improving its
relations with Washington thanwith Seoul. This in turn indicates that in spite
of its continuing verbal commitment to the reunification of Korea, North
Korea's top priority is its own survival. In fact. North Korea has publicly
demanded that the United States and Japan change their one-sided support to
South Korea, criticizing South Korea's policy that progress in the North-
South dialogue is prerequisite for improvement in U.S.-DPRK relations. In
turn. South Korea, although originally having urged the United States to
negotiate directly with North Korea, hasrealized thatNorth Korea is using its
dialogue with the South as a means of approaching the United States rather
than a means of resolving the problems of the divided Korea. In brief. North
Korea appears to have been playing a very complicated game of using the
North-South dialogue to improve its relations with Washington and Tokyo,
theJapan cardin dealing with theSouth and Washington. North Korea's strat
egy makes sense as a means to ensure the survival of the North Korean
regime, but it can be viewed as a national betrayal as far as the Korean peo
ple's aspiration for unification is concerned. But given the complex power
configuration of all actors interested in the Korean issue, as well as the con
flicting interests of the various social groups in both Koreas, the de jure two
Koreas mightbe the first step toward the longprocess of reunification.



1. Basic Trends in the PaciBc-Asian Region

ROBERTA. SCALAPINO

While Pacific-Asia hasitsdistinctive features, even among its subregions,
it is increasingly connected with theprincipal trends sweeping overtheworld.
We are privileged to live in the midst of the first global revolution in human
history. Earlier major transformations, whether violent or peaceful, affected a
given society, a region, on occasion a continent, but none advanced over the
world within a few years, or at most, several decades.

Our unprecedented age results from the extraordinary advances in com
munications and the accompanying mobility—of people, material goods, and
ideas. It hasbeen greatly strengthened, moreover, by the latest phases of sci
entific and technological development as they have affected both productivity
and structure in industry and agriculture. To obtain the fruits of these
advances, a society must enlarge its sphere of economic involvement.
Autarky has become a synonym for backwardness.

One can see the impact of these events upon Bast Asia in a variety of
ways. First, whatever their political qualms, the remaining Leninist states of
Asia—even North Korea—have embarked oneconomic reforms that, among
other aspects, involve efforts to interact more extensively with the dynamic
market economies around them. Beyond this, the intensification of economic
ties among and between all EastAsianstates, whilenot yet at the levelof the
European Community (EC), has led to the formation of suchregional organi
zations as ASEAN (Association of Southeast Asian Nations) and the SPF
(South Pacific Forum) with other proposals such as that of the East Asia Eco
nomicCaucus (EAEC) nowon the table. In Northeast Asia, a soft regionalism
exists, centered upon Japan, South Korea, and Taiwan—^states now expanding
their influence upon the neighboring socialist states. And at the all-region
level, the Asia-Pacific Economic Cooperation (APEC) forum has come into
being along with the unofficial Pacific Economic Cooperation Conference
(PECC).

An increasingly important aspect of this sceneis the emergence of what I
call natural economic territories (NETs) that involve portions as weU as the
whole of states, cutting across political lines. While these NETs would find
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survival difficult in the face of strong opposition from the governments con
cerned and frequently are promoted in their opening stages by government
officials, national or local, they are also the product of private initiatives,
spurred on by economic opportunities. In varying degree, moreover, they
acquire a lifeof their own, raising profound issues relating to jurisdiction and
control, thereby constituting one more challenge to traditional notions of
nation-state sovereignty.

One of the NETs of greatest current significance is Guangdong-Hong
Kong—Taiwan. Another is Fujian—Taiwan. In the offing are Shandong—Liao-
ning-South Korea; the regions encompassing parts of China, North Korea,
and east Siberia around the Tumen River basin; the Sea of Japan rim regions;
and Sakhalien-Kuriles-Hokkaido. Nor are such developments confined to
Northeast Asia. In the spring of 1992, a conference was held in Chengdu,
Sichuan province, entitled "Southwest China and Southeast Asia." A Sing-
apore-Johore (Malaysia)-Batam island (Indonesia) NET hasalso emerged.

It would be difficult to exaggerate the significance of these developments
as they relate to theeconomic as wellas political future. Among otherthings,
they testify to the sweeping geopolitical transition that has taken place in the
past half-century, now affecting Asia as much as Europe. At the close of
World War II, the Eurasian heartland, centering upon the Soviet Union, was
powerful in military terms despite the terrible wounds suffered in the course
of that war; hence, it was able to project its power into Eastern Europe, creat
ing a buffer-state system. The victory of the Communists in China,moreover,
gave the Sino-Soviet duo a commanding presence throughout the continental
center. In contrast, both the western and eastern peripheries were weak, dev
astated by war or just emergingfrom colonialism.

Today, the situation is precisely reversed. With economics increasingly
the principal measure of power, the dynamic market economies have been
summoned to assist the faltering socialist states, including those occupying
the Eurasian heartland. There can be no question as to who are the revolution
ary leaders of the present.

This development in turn has contributed to the decline of ideology both
as a means of achieving domestic legitimacy, hence control, and as a major
determinant in—or at least as a principal rationale for—^foreign policy deci
sions. Increasingly, legitimacy at home, irrespective of the political system
existent, is dependent upon performance. To isolate a people and then instill
in thema political faith that restsuponvaluesdisembodied from reality and to
provide added insurance in the form of building up the charisma of a leader
has become less and less possible. Only in North Korea does it retain consid
erable potency—^but for how long?

Certain scholars would assert that perceived national interest always dom
inated decisions in foreign poUcy, with ideological justifications only window
dressing. This thesis has some merit, but it cannot be denied that in earlier
decades, the Asian Leninist states sought to reach out by using anti-imperial-
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ism, egalitarianism, and social justice as central appeals. Their foreign poli
cies, moreover, combined comrade-to-comrade and people-to-people with
state-to-state diplomacy, varying the mix as conditions directed.

Nor were the Western democracies, and notably the United States,
immune to a strong ideological thrust outward. Many actions were taken in
the name of preserving or advancing democracy (without being wholly con
sistent in such matters). Indeed, some would argue that the United States has
preserved a moresubstantial ideological quotient in its foreign policy thanany
other nation. Witness the emphasis given human rights.

Yet the ideological intensity that cloaked the decades from the 1930s to
the 1980s has largely passed. One political force, however, is very much in
evidence—nationalism. Ironically, moreover, while the nationalist surge is
universally strong, it is being cultivated most arduously by elites in the
remaining AsianLeninist statesas a means of mobilizing the populace against
the external "bourgeois-imperialist" threat. Their earlier internationalist foun
dations are nowhere in evidence. One should not ignore the rise of nationalism
elsewhere, however, including in the advanced industrial nations, where it fre
quently takes the form of a rallyingcry against foreign economic penetration,
a counterattack against the tides of interdependence. Despite its many bene
fits, virtually all nationsenter our new economic age with considerable trepi
dation, perhaps with reason. How does one adjust quickly to systemic and
value differences and create new loyalties?

The interrelation among localism, nationalism, regionalism, and interna
tionalism is thus destined to be the central challenge of the decades immedi
ately ahead. The concept of national sovereignty—at least in its nineteeth- and
early-twentieth-century form—is rapidly becoming passe despite the militant
efforts of certain states, notably those in the developing category, to defend it.
When a nation's economic or political policies significantly affect others,
these policies cannot be a mattermerely of internalconcem. Further,given the
deep penetration of external forces upon every state by the means noted ear
lier, there are increasingly few domestic elements that are wholly indigenous,
especially in the economic and cultural realms.

Yet one crucial requirement of these times—^the building of regularized
decision-making mechanisms and institutions above the nation-state—
remains largely for the future. Even the European Community, the most
advanced such effort, has encountered difficulties. In Asia, efforts are still at a
very rudimentary stage. Perhaps the EC and such other regional bodies as the
emerging North American Free Trade Area (NAFTA) and an East Asian coun
terpart, whether APEC or some other, will develop the scope of functions and
power to vie with or succeed the nation-state as the central source of institu
tional authority over those within its respective jurisdiction, but that will not
happen without a very substantial transformation of the current international
order.
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In the short term at least, it is far more likely that a multiplicity of meth
ods and levels of interaction will be required in the effort to handle an ever
wider range of problems and issues of a transnational nature. It is unrealistic
to believe that we shall soon be able to rely exclusively or even largely upon
one level of international discourse and decision making. Bilateralism,
regionalism, and intemationalism will coexist, with one critical task that of
reducing to the greatest extent possible the contradictions implicit among
them. In sum, there is no harm in thinking about Utopia, but one must make
the necessary preparations to live with the complexity that lies ahead.

Meanwhile, below the nation-state, new and old forces are rising to chal
lenge the existing structure. In various areas, but especially in those states
where hard authoritarianism has been uprooted, ethnic separatism has
erupted, always stemming from ancient roots. The various manifestations of
ethnic solidarity are in most cases prenationalist, since a concept of a national
community is embryonic at most. However, this fact makes ethnic movements
no less volatile politically, whether—in the case of Asia—the people be
Kazhaks, Tibetans, or West Irians.

Racism is alive and well throughout Asia. Racial feelings—and preju
dices—^run deep within both homogenous and heterogeneous societies, com
plicating relations among, between, and within nations in a number of
instances. There is no evidence, moreover, that the advent of greater interde
pendence has significantly reduced the potency of this fact, although a decline
may happen.

But beyond ethnicity and race, the issues of lifestyle in rapidly urbanizing
societies undergoing one-generation industrialization have raised profound
problems that relate both to values and to the distribution of power. The latter
issue is especially acute in large or continental-sized states. Just as the highly
centralized, command economy has been rendered progressively unsuited to
the more advanced stages of development, so the capital-centric political
structure appears increasingly unsatisfactory as a means of handling the myr
iad local and regional problems spawned by rapid socioeconomic change.
Consequently, a substantial redistribution of authority downward is taking
place or is in the offing. And where it has been fiercely resisted, as in the old
USSR or in the contemporary Democratic People's Republic of Korea
(DPRK), the change when it comes is jolting. Once again, in these respects,
Asia is connected with the world at large.

Meanwhile, three basic political systems, replete with variations, prevail
in East Asia at present: Leninism, authoritarian pluralism, and parliamentary
democracy. Only the second requires further elucidation. Under the authori
tarian-pluralist system, politics remains controlled, with choice for the citi
zenry limited or nonexistent; freedoms are constrained; and law is subordinate
to human decisions. However, a significant civil society is permitted to exist
apart from the state, and varying degrees of autonomy prevail in such areas as
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education, religion, and the family. The economy, moreover, is one of state-
supported capitalism, with policies centering upon neomercantilism.

The authoritarian-pluralist system, it should be noted, has been part of the
past or present evolution of a number of East Asian states. There are good rea
sons to believe, moreover, that it will play a key role in the future of those
states currently clinging to Leninism.

At present, the political continuum in Pacific-Asia has temporarily wid
ened. China has retreated from the political flexibility that appeared in the
mid-1980s. It is seeking to shore up the old political order in the name of sta
bility while it continues economic experimentation. North Korea and Vietnam
have been encouraged to pursue a similar course. Meanwhile, certain other
Asian societies have moved from authoritarian-pluralism to experimentation
with parliamentary democracy. Yet in the longer run, Asia's political contin
uum is likely to narrow, with the traditional monarchist remnants and the
Leninist holdouts both undergoing substantial modifications.

Yet, as has already been suggested, the narrowing of the continuum should
not be interpreted as lending itself to political uniformity. There will be no sin
gle Asian political system, and even within those systems most likely to
endure, differences will be important. Nonetheless, the prospects are for easier
intercourse across less formidable political barriers. Pragmatism will be a
widely shared trait among elites seeking answers to concrete economic, social,
and political problems.

In this setting, a central concern is likely to be how to instill new values or
reinforce old ones in a society where pragmatism is the operative principle
and materialism holds sway. For Asia, where communalism has been the dom
inant force and individualism has frequently been equated with selfishness,
the adjustments that lie ahead may be wrenching. Japan, however, managed to
use traditionalism selectively to undergird modernization, and this is one rea
son why the Japanese model has been so widely emulated. Moreover, in some
partsof Asia, religionmayfill the void, at least in part, as it is seekingto do in
the West. Yet this is more difficult to envisage in the old Confucian societies
where religion, at least in its organized form, has generally played a lesser
role. But everywhere, the changes in social structure and dominant economic
mode represent a challenge, even in those societies where the transition is
least costly.

The Asian societies seeking to operate under a system of political plural
ism face special problems. How to combine stability and freedom, authority
and permissiveness, diversity and a sense of community—these challenges are
daunting in all of Asia's current democracies and in the West as weh. The
threat of weakness hangs over most democracies today—^governments divided
within themselves and leaders who quickly lose credibility in the eyes of a
substantial portion of the electorate. Even Japan, that symbol of stability and
rising power, has had a succession of weak governments recently despite the
one-and-one-half-party system that prevails. This nation is in serious need of



Robert A. Scalapino 13

political reform, as certain leaders acknowledge. Cynicism and indifference
even more than strident opposition are risks in such a setting, and one sees the
rise of these features in Japan as in a number of other open societies.

Further, across all political lines in Asia, political institutions are weak,
and the dependence upon leadership is extensive. Yet the traditional means of
strengthening authority, as noted, are rapidly losing their potency. Contempo
rary leaders, irrespective of the system under which they operate, are required
to deal with highly intricate problems, and in the compass of an ever shorter
space of time, meanwhile explaining these to their people in less complicated
terms without undue distortion. The tasks of govemance have never been
more difficult. The greater porousness of societies, their susceptibility to
external influences, together with the inner diffusion of forces, some of which
are fiercely competitive, challenge the authority of the state in ways not previ
ously existent. It is thus not surprising that all political systems are concerned
about holding or achieving that degree of community spirit or broadly
accepted goals necessary to advancement.

As the Pacific-Asian nations struggle with these universal concerns, what
role are the major states likely to play in the region and how will their rela
tions with each other evolve?

First, the possibility of a new hegemonic power in the region is extremely
remote. Russia can be expected to be a relatively minor actor in East Asia for
the foreseeable future, given the trauma of its domestic transition. China also
is heavily involved in domestic issues, from those centering upon economic
reform to those involving the generational succession in politics that lies
immediately ahead.

Even the United States, surfeited with domestic concerns, weighs its role
in Asia with uncertainty. Three factors are likely to determine the nature and
extent of the U.S. commitment: the willingness of Pacific-Asian nations hav
ing the requisite capacities to take a greater share of responsibility for a new
order; the ability of states collectively to create effective decision-making
instrumentalities above the nation-state to resolve problems multilaterally;
and the capacity of the U.S. administration to handle domestic problems more
satisfactorily and so relieve the current tensions felt by the American public
regarding their daily lives. But under no circumstances will the United States
play a role akin to hegemonism in Asia.

Japan is faced with less serious domestic problems, at least for the
present. The Japanese people show no inclination, however, to imdertake the
risks of a high-posture role in Asia involving independent military power.
They are cognizant of the feelings of other Asians, and their leaders also rec
ognize that the Asia of the 1990s is not the Asia of the 1930s.Ascendant Jap
anese military power would be more likely to jeopardize than to enhance
Japan's position in the region.

Thus, power in Asia will not rest primarily upon a single state. Under
these circumstances, bilateral relations between the major states of the region
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warrant close inspection. Here, one fact stands out: without exception, these
relations at present are composed of a combination of cooperation and compe
tition, with some element of tension or reservation involved. In the case of
Sino-Russian relations, the minimalism and hostility of the recent past has
ended. Normalcy has been restored. Yet Russia looks primarily west while
China looks east for sources of assistance and support. These two continental
nations can provideonly modest assistance to each other.Further, they remain
distant culturally, and now lack an ideological link. They can hope for relief
from the costs of the old hostility, but not for the intimacy that a common
enemy once encouraged.

Sino-Japanese relations are built upon stronger historic foundations. Yet in
modem times, the cultures of these two societies have diverged sharply; and
beyond this divergence, the major differences in their respective intemal unity
and stage of development have led to bitter conflict in the not distant past.
Now, Japan can and will be important to China's industrialization, and China
can provide a major market for the Japanese. But a wariness will remain.
Japan wants a stable China; but on occasion, it worries about a China that too
rapidly developspower, includingmilitarypower,with its "Central Kingdom"
complex intact. And China for its part is quick to point to the risk of an inde
pendent, militarily expansionist Japan—a nation that builds upon its current
economic strength. Once again, cooperation and competition will be mixed.

The bilateral relation surrounded by the strongest adverse history is that of
Japan and Russia. It seems likely that at some point in the future, the Northern
Territory issue will be resolved, notwithstanding the current obstacles. In
addition, NETs involving portions of Siberia and Japan will emerge. And
toward European Russia as well, Japan in concert with other industrial nations
will probably find it in its interests to provide assistance. Yet it is difficult to
envisage a close relationship, given the major cultural and developmental dif
ferences and the legacy of mistmst.

Japan's central relationship will remain that with the United States. Here,
cooperation and competition are exemplified in their most pronouncedforms.
No single relation is so important not only to the two countries immediately
concerned, but to the region and the world. Together, these two nations
account for nearly forty percent of the global gross national product (GNP).
They now stand as pioneers in various branches of high technology and scien
tific research. And they have become progressively intertwined economically
and strategically, while remaining distinct in terms of systems as well as cul
ture. These factors ensure that tensions will remain extensive, but also guaran
tee that there cannot be a fundamental breach between these two giants.

Relations between the United States and the People's Republic of China
are also difficult at present. Indeed, this is the first time in the twentieth cen
tury that the United States has had troubled relations with Japan and China at
the same time. However, as in U.S.-Japan relations, here too both sides have
strong reasons for containing tension. The PRC counts upon U.S. economic
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interaction to bolster its "outward-looking" economic program; in addition, it
has reasons to want an America strategically engaged in the region to prevent
a vacuum it is currently unable to fill. Such a vacuum might tempt Japan,
according to its private thinking, although it is not prepared to take this posi
tion publicly. For its part, the United States no longer considers China of glo
bal importance as the third part of a U.S.-USSR-PRC triangle, but it
recognizes that China is a significant regional force, involved in every
regional problem from the Korean peninsula to Indochina. Further, as Asia's
largest nation and one in the process of transition, China needs to be involved
in ongoing multilateral endeavors in the region if they are to be meaningful.

Finally, the course of U.S.-Russian relations will naturally hinge upon
domestic developments in the Russian Republic, but assuming no retreat into
xenophobic authoritarianism, Moscow remains a very important variable in
the global scene. A chaotic Russia could easily be as disruptive of any new
global order as a militarist Russia. Hence, while mindful of its limitations, the
United States wiU almost certainly continue to assist in easing the pains of the
current transition in Russia in company with other industrial nations.

A survey of the bilateral relations between major Pacific-Asian nations
reveals three facts of considerable strategic significance. First, no one of these
nations need fear a hostile coalition against it in the foreseeable future. In this
sense, balance-of-power politics are less meaningful within the region than at
any time in the recent past.

Second, the nature of alliances—both at this level and with states of lesser
strength—is undergoing a critical change. To the extent that alliances stiU
exist (and in the case of Russia, they are confined wholly to relations with the
other republics of the old USSR), they are more flexible, less exclusive. The
quotient of independence for all parties concerned is greater. Patron-client
relations are giving way to partnerships, albeit between states of differing
power. Most alliances are becoming alignments, offering a range of options
for the parties involved.

Third, under the circumstances prevailing, the importance of the small
and medium Pacific-Asian states is enhanced. In positive terms, they now
have a capacity to operate in a more independent fashion and by participating
in various bilateral or mulilateral combinations to make a contribution to the

region as a whole. In negative terms, lacking external reins, they can also be
the source of instability and tension, whether caused by domestic problems or
subregional controversies. And under those circumstances, the major states
must decide whether to intervene and in what form.

The above conditions make clear that the risks of a major-power conflict
are clearly at their lowest ebb in this century and that the chief sources of vio
lence are and will continue to be at a lower level. In this connection, a method

of approaching regional and subregional tension has been evolving, one that
involves a series of concentric arcs. I use the terms "arcs," not "circles," to

underline the importance of access among and between them. The first arc
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involves the parties most immediately involved—in the case of Cambodia, the
four Khmer factions; in the case of the Korean peninsula, the two Koreas.
Beyond this arc is a second one composed of the key outside forces—^in the
case of Cambodia, China and Vietnam, whose concurrence in any approach
was essential; in the case of Korea, the four major states so long and so inti
mately involved. And beyond this arc, broader international groups—^in the
case of Cambodia, initially ASEAN, then the permanent five members of the
UN and the requisite international agencies; in the case of Korea, the potential
involvement of similar international agencies, both economic and political.

These developments suggest that efforts to handle regional disputes or
conflicts will involve a strong multilateral element in the future and that even
where there is the direct intervention of an outside nation, it will be exceed
ingly costly and dangerous if that intervention has had no multilateral sanc
tion. Moreover, such issues as nuclear proliferation, environmental concerns,
disputes relating to jurisdiction on the high seas, and military reduction are
ripe for multilateral treatment. And subregional associations like ASEAN are
already contemplating the addition of security discussions to their agenda.

In sum, there will be no overarching security structure for the Pacific-
Asia. Still, in addition to the situation-specific arcs outlined earlier, certain
issues^ must be handled regionally or globally. Just as a variety of approaches
is needed to manage economic and political relations, this is equally true in
the security realm.

There are good reasons to be hopeful about the future of the Pacific-Asian
region. With the threat of massive war at low ebb and science and technology
scoring a continuous series of major breakthroughs, livelihood improvements
can continue along with a growing network of ties between and among the
societies of the area. These developments in themselves can go far in offset
ting the negative forces of ethnic strife, economic protectionism, and other
exclusivist manifestations. The key variable is certain to remain the human
one. Can leaders and populations deal with the complexities implicit in our
times and not demand simple, monocentric approaches that are almost certain
to fail?



2. Strategic, Political, and Economic Trends
in the Asia-Pacific Region

BYUNG-JOON AHN

The end of the Cold War in Europe, the aftermath of the Gulf War,and the
collapse of communism in the former Soviet Union—allof which took place
in 1989-91—are bound to have a profound impact on the Asia-Pacific region.
And yet this region, which contains the world's major powers and most
dynamic economies, has been little touched thus far by the changes sweeping
other parts of the world.

It is important to ascertain the major strategic, political, and economic
trends that have been emerging in the region as a result of recent global and
internal changes. Specially, what are the significant differences between the
Asia-Pacific and the Europe-Atlantic region? What patterns of political and
strategic development are emerging in this region, and what is the most immi
nent threat to security there? Why is socialism still alive, and what are the
prospectsfor its survivaland development? What are the major characteristics
of economic development and regionalism? What has been the impact of glo
bal changes on the regional conflicts in Asia? What type of leadership and
cooperation can we expect in this region? These are the questions this chapter
will address.

Strategic Rectarchy and Economic
Regionalism

As we enter the 1990s the Asia-Pacific region is characterized by a strate
gic rectarchy resulting from ongoing bilateral interaction among four pow
ers—China, Japan, the former Soviet Union, and the United States—and by
an economic regionalism being formed among many actors including the
newly industrializing countries (NICs) and the countries of the Association of
Southeast Asian Nations (ASEAN) plus Canada, New Zealand, Australia,
Hong Kong, and Taiwan as shown in the Asia Pacific Economic Cooperation
(APEC) process.

With the shift in the balance of power from bipolarity during the 1950s
and 1960s to a triangle among China, the Soviet Union, and the United States

17
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during the 1970s and then to a rectarchy during the 1980s, superpower con
frontation diminished, and regional and economic conflicts began to replace
Soviet and Chinese threats as security threats. In contrast, the growing degree
of economic interdependence and regionalism are fostering a balance of inter
ests, thus mitigating the rivalries and conflicts that have existed in this
region.^

In examing the strategic, political, and economic trends in this region, six
broad observations are in order.

First, the strategic and political environment in the Asia-Pacific region
differ from those in the Europe-Atlantic region in that there are asymmetry,
diversity, socialism, and regional disputes; as a result there is neither a single
threat commonly perceived nor a multilateral structure of security cooperation
throughout the region.

Second, major power relations are primarily bilateral, and such relations
have improved substantially—^for example, Sino-Soviet and Sino-Vietnamese
relations. The socialist countries and the former Soviet Union are facing polit
ical uncertainty and therefore are likely to be preoccupied with their domestic
problems for some time to come; this situation prompts Japan to assert a more
independent political role and the United Staets to play a balancing role. The
most imminent threat to regional security as of December 1991 was North
Korea's nuclear weapons and ballistic missiles programs.

Third, socialism is surviving in the region mainly because it is linked to
nationalism, guarded by the first-generation leadership, helped by the histori
cal legacy of having experienced the state before civil society, and supported
by the relative success of its economic reforms implemented before political
reforms. But it is on the defensive. Faced with inevitable generational change,
the information revolution, economic interdependence, and urban middle
classes, China, Vietnam, and North Korea are yet to sustain a viable "socialist
developmental state" in this post-Cold War era.

Fourth, by contrast Japan and the Asian NICs, as "capitalist developmen
tal states" combining the roles of state and market mechanism, have shown
economic growth and technological development;^ by and large, the ASEAN
countries seem to be trying to emulate the experiences of these Northeast
Asian countries. As the barriers of the Cold War are lowered and the forces of

market mechanism penetrate several geographically proximate subregions,
new "contiguous economic zones" (CEZs) are emerging: Greater Korea
among North and South Korea, Japan, north China, and the "Sovief' Far East;
Greater China among south China, Hong Kong, and Taiwan; Indochina; and

^For this theme, seeByung-joon Ahn, "Strategic Trends in East Asia," Pacific Review 4, 2 (Sum
mer 1991): 109-15.
^Chalmers Johnson, MITI andtheJapaneseMiracle: The Growth ofIndustrial Policyj 1925-1975
(Stanford: Stanford University Press, 1982), viii.
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Singapore. As a regionwide effort for multilateral cooperation, APEC is
emerging as a loose organization of open and soft regionalism.

Fifth, the impact of these changes on regional conflicts has been to local
ize them so that the parties can settle them among themselves. As a result, the
prime ministers of North and South Korea have engaged in high-level talks,
the warring factions in Cambodia have signed a cease-fire agreement, Japan
and the former Soviet Union have entered into negotiation over the Northern
Territories, and China and Taiwan have engaged in some dialogue.

Sixth, various security and economic issues have been settled by direct
bilateral negotiation; various forms of collective or multilateral forums have
been proposed to discuss such subregional issues as nuclear proliferation and
confidence-building measures including economic cooperation; and regional
forums like APEC have been developed to discuss common economic prob
lems. Before a common structure of security and cooperation like CSCE is
established, however, the United States and Japan will have to settle on a divi
sion of roles in whatever form such a structure may entail, whether "bige-
mony" orAmeripponica."^

On balance, the world's strategic and economic gravity is shifting to Asia,
and in this sense the Pacific Century has already begun. The biggest unknown
is what will happen in the former Soviet Union; whatever happens will deci
sively affect the Asia-Pacific region as a whole.

Strategic Bilateralism and Political
Uncertainty

Asia has no such multilateral structure of security and political coopera
tion as the North Atlantic Treaty Organization (NATO) or the Conference on
Security and Cooperation in Europe (CSCE). Bilateral interactions on strate
gic matters have steadily improved relations among the regional powers in
recent years; but political uncertainty has hampered further improvement: the
former Soviet Union is disintegrating, China is still groping for a more viable
political future, Japan is trying to become an assertive actor, and the United
States is professing to be a balancer.

Disintegration of the Soviet Union

With the failure of the coup attempt by the Communist party, the former
Soviet Union has entered a period of disintegration; from now on the Russian
Republic will be the principal actor in Asia. Before the coup Soviet president
Mikhail Gorbachev had normalized diplomatic relations with South Korea in
September 1990; visited Japan in April 1991, met with Prime Minister Kaifu,
and agreed to find a negotiated settlement of the Northern Territories issue;
had a summit meeting with China's general secretary Ziang Zemin in May

^akashi Inoguchi, "Asia and thePacific since 1945: A Japanese Perspective," in Robert H. Tay
lor, cd.yAsia and the Pacific (New York: Facts on File, 1991), 2:918.
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1991 and reached agreement on border problems, economic cooperation, and
even military exchange. Thus, Soviet Asia policy has been to reduce military
threats and to integrate the Far East into the economic relationships of Asia
and the Pacific. Russia has to continue this policy.

As Gorbachev warned in November 1991, the former Soviet Union stands
at the edge of"an abyss" ofdisintegration and squandered opportunities.^ The
USSR's large nuclear and conventional arsenals, no longer under control of a
strong central government, pose a grave threat to peace and stability in the
region. Whatever system develops, the government(s) will seek economic aid
and cooperation from Japan, South Korea, and other Asian countries to over
come economic crises at home. It (they) will not be able afford international
confrontation. For this reason, Russian president Boris Yeltsin will try to
negotiate a resolution of the Northern Territories issues with Japan.

The economic problems in the former USSR are so intractable that they
will drive foreign policy as they force drastic cuts in military budgets and
forces. In all probability, the new government(s) will be busy weathering
domestic crises for the rest of the century.

China on the Defensive

The demise of empire and communism in the former Soviet Union has put
China on the defensive in the international community. Since the Tiananmen
massacre in June 1989, China has succeeded in restoring a measure of politi
cal stability, albeit by repression, and of economic development by controlling
inflation without suspending either reform or the open-door policy. In foreign
policy, too, Beijing has been playing constructive roles by cooperating with
the United States on the Gulf War and the Cambodian settlement, by persuad
ing Pyongyang to make a simultaneous application for UN membership along
with Seoul, and by normalizing relations with Vietnam in 1991.

But in domestic politics, the octogenarian leadership in Beijing is commit
ted to guarding socialism by all means. Government officials have vowed to
"hold fast to the leadership of the party and never allow a multiparty system"
and "never budge or compromise" ideologically.^ This pledge is understand
able because, as President Yang Shang-kun confessed, "Some comrades have
expressed worries, even doubts, about the future of Chinese socialism."^ To
defend their power they invoke the principle of noninterference in the internal
affairs of nations as codified in the so-called Five Principles of Peaceful Coex
istence.

As long as such senior Chinese leaders as Deng Xiaoping and Chen Yun
adhere to the old thinking of "using barbarians to control barbarians," fearing
the danger of U.S. hegemony in world affairs, Sino-American relations will

^International HeraldTribune, November 5, 1991, p. 1.
^Ibid., October 28,1991, p.4.
^Ibid., October 10,1991, p.3.
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remain strained. U.S. Secretary of State James A. Baker's visit to Beijing in
November 1991 made a modest improvement in these relations when Chinese
officials agreed to sign the nonproliferation treaty (NPT), to conditionally
observe the guidelines of the Missile TechnologyControl Regime, and to curb
prison-labor exports. But on the human rights issue they did little to allay the
demands of the U.S. Congress, which had tried to link the issue to most-
favored-nation treatment in trade.^

Thus, as long as the Communist party remains in power, China will be
preoccupied with the task of maintaining political stability while generating
economic development. While this situation continues, all we can expect from
Beijing is that it does not play a destructive role for peace and stability in the
Asia-Pacific region.

Japan as an Assertive Power

Having been accused of being too reactive and minimalist in its policy
toward the Gulf War, Japan has set out to assert its independence by using its
economic clout more effectively. In trying to normalize diplomatic relations
with Pyongyang, for example, Tokyo has made it clear that unless the former
signs a nuclear safeguard agreement with the IAEA and abandons nuclear
reprocessing facilities, it will not agree to normalize relations or provide eco
nomic compensation. Too, when Prime Minister Kaifu visited Beijing in
August 1991, he urged Prime Minister Li Peng to sign the NPT and to
improve the human rights situation. And at the ASEAN postministerial con
ference in July 1991, Foreign Minister Nakayama proposed to use this forum
as "a process of political discussions designed to improve the sense of secu
rity" among Asian countries.^

The newly elected prime minister, Kiichi Miyazawa, pledged to expand
Japan's global role with vigorous foreign policy initiatives and legislation
allowing peacekeeping forces to be sent abroad.^ Japan's combined defense
and aid spending amounts to 1.3 percent of GNP (compared to 5.5 percent
spent by the United States).^^ Even if Japan increases this spending, Tokyo is
planning to provide overseas development assistance (ODA) only to those
countries that abide by IAEA rules on nuclear nonproliferation and other arms
control norms. The new five-year Interim Defense Plan envisages annual
increases in defense spending over fiscal years 1991-96 to only 3 percent,
below the 5.4 percent average growth rate in 1986-90. But the annual defense
budget of about $30 billion makes Japan the largest spender in Asia (exclud-

^Ibid., November 19,1991, p. 7.
^FarEasternEconomic Review, August 1,1991,p. 11.
^International HeraldTribune, November 9-10, 1991, p.5.

Far Eastern Economic Review, October 10,1991, pp. 67-68.
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ing the United States and the former Soviet Union).^^ Clearly, Japan is in a
position to transform economic resources into political influence.

The United States as a Balancer

Now that the Soviet threat is practically gone, the primary rationale for
U.S. defense engagement in the region is to prevent the rise of any single
hegemonic power or coalition hostile to it and its allies, to "provide geopoliti
cal balance, to be an honest broker, to reassure against uncertainty" in the apt
expression of Secretary Baker.

Under the East Asian Strategic Initiative required by the Nunn-Warner
Report, Washington has been carrying out adjustment in U.S. forward deploy
ment. After reducing 7,000 troops in South Korea in the first phase of the
adjustment, however, U.S. Defense Secretary Dick Cheney and South Korean
Defense Minister Lee Jong-koo agreed at the 23rd Security Consultative
Meeting in November 1991 to postpone the withdrawal of the U.S. forces
planned for the second phase as long as North Korea refused to abandon its
nuclear weapons program. By having close consultation with South Korea and
Japan, the United States shows it is serious about preventing the Iraqi experi
ence in North Korea.

Socialism on the Defensive

Although socialism has fallen in Eastern Europe and the Soviet Union, it
is still alive in China, Vietnam, and North Korea—^but it is clearly on the
defensive against a hostile environment. Four factors may account for its trou
bles: the history of the nationalist movement, first-generation leaders in
power, the importance of the state over civil society, and the undertaking of
economic reform before political reform in an attempt to institute "a socialist
developmental state." Whether socialism can continue to survive will depend
on whether it can meet the challenges of the post-Cold War world order and
measure up to the rising aspiration of the people.

The Legacy ofNationalism

Asian socialism derives its legitimacy from the nationalist movement
against foreign rulers, whether Japanese, French, or American. In constrast to
Eastern Europe, where socialism was imposed by the Soviet Red Army,
socialism in China and Vietnam resulted from a prolonged nationalist move
ment against the Japanese, the French, and the Americans. In North Korea,
Kim II Sung deliberately cultivated anti-Japanese and anti-American senti
ments in building the chuch'e (self-reliance) ideology. Consequently, it has

June 20, 1991, p. 52.
^^James A. Baker III,"America in Asia: Emerging Architecture for a Pacific Community," For
eign Affairs 70, 5 (Winter 1991), in Backgrounder (Seoul: USIS, November 8, 1991), 4.
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been possible for the Communist parties in these Asian societies to develop
certain emotional bonds with the people.

Even now, these parties are advocating a kind of national socialism in
effect by contending that they have applied the universal truth of Marxism-
Leninism to their specific realities. When the Chinese Communist party
upholds "socialism with Chinese characteristics," the Vietnamese Workers'
party seeks to develop its unique road to socialism, and the Korean Workers'
party callsupon the North Korean people to "livein theirown style," they are
appealing to nationalism as a most effective means of mobilizing mass sup
port and emotional response for their one-party rule.

Personalization ofAuthority byFirst-Generation Leaders

In all three Asian socialist countries first-generation revolutionaries still
exerciseauthority. In China"eight old" men seem to be interfering at random
in the policy-making process led by Ziang Zemin and Li Peng; in Vietnam
General Secretary Do Muoi and PrimeMinister Vo Van Kietstill consult their
patrons before making decisions; and in North Korea Great Leader Kim II
Sung personifies the party, the state, and the military.

As long as these veterans are alive, they are willing to fight for the party
they have built andfor their own survival. In China it was these people who
decided to crack down on the democracy movement at Tiananmen on June 4,
1989. In so doing, theyresorted to the FourCardinal Principles as an idealof
self-defense when the very survival of their personalized leadership was chal
lenged by the revolt of the students andworkers of the rising civilsociety.

TheImportance of the State over Civil Society

The historical experience that the state preceded civil society in Asian
countries has also helped Communist party rule survive challenges by mass
revolts. Because Asia has had few experiences of civil society being formed
by individuals and groups, manyAsians have an acutefearof chaosandanar
chy. Hence they tend to resolve crises of authority by relying on whoever
comes to control the state to restore stability.

The Asian version of socialism has continued the most essential charac

teristic of the Confucian order in that political authority has involved the
state's upholding amoral order as the basis of social stability.^^ Since the ends
of the stateare given—for example, the cultivation of morallygood principles
like the Four Cardinal Principles—^there is little room for the expression of
individual views and interests in this order. Under this circumstance, it is dif
ficult to expect that even after the first-generation leadership has passedfrom
the scene pluralism can rise in the sense that the state can be controlled by
civil society. Fear of unsettling conflicts and chaoscreatesan atmosphere con
ducive for the military to take over.

^^Lucian W. Pye, China, AnIntroduction, 4thed.(New York: Harper Collins, 1991), 380.
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The Socialist Developmental State

What distinguishes China from the former Soviet Union is that China
undertook economic reforms and an open-door policy before proceeding to
political reforms—and in the process showed an impressive economic growth
rate of 9 percent annually after 1978. When this revolution from above met
with a revolution from below in 1989, however, the party leadership sup
pressed it by mobilizing the People's Liberation Army.

Since the Tiananmen incident the Chinese leadership has been promoting
what may be called "a socialist developmental state" or "a development dicta
torship" by contending that party leadership is essential to achieving eco
nomic development and preserving political stability. As long as the Leninist
principle of one-party supremacy is not denied, the leaders have encouraged
market forces and international trade, especially in special economic zones
and other open areas along the eastern coast.

In fact, China has subjected almost 70 percent of production and distribu
tion to market forces. This transformation is necessary for maximizing eco
nomic development; but party leaders conceive it only under the direction of
the Leninist party, thus sticking to the model of a socialist developmental
state. The question, however, is how to legitimate Leninism without Marx
ism. This "hard" authoritarianism or state is yet to find an optimal level
between planning and market and between dictatorship and democracy: it is
being challenged by economic interdependence, the information revolution,
generational change, and the urban middle class, which will grow as China
industrializes and becomes integrated into the global market.

Developmental Capitalism and
Open Regionalism

In sharp contrast to the socialist economies, the capitalist economies in
Asia have exhibited enormous dynamism and regional cooperation. In the
sense that Asian capitalism has been purposefully nurtured by the state for
developmental purposes and that regionalism in the Pacific comprises inter
locking membership, we can characterize them as "developmental capitalism"
and "open regionalism." These two trends are discemable in the capitalist
developmental states, in ASBAN's quest for common tariffs, in the CEZs, and
in APEC.

The Capitalist Developmental State

Japan and the Asian NICs have revealed the capitalist developmental state
in the sense that they have displayed a successful experience combining the

'̂̂ Byung-joon Ahn, "Changing Roles of theParty inAsian Communist Societies," mAsian Com
munism: Continuity and Transition, ed. Robert A. Scalapino and Dalchoong Kim (Berkeley: Insti
tute of East Asian Studies, University of California, 1988), 137-50.
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role of the state and market in producing rapid economic growth. In this state
the roles of the state, market, public policy, human resources, and govern
ment-business relations differ significantly from those in Western capitalist
states. The political system resulting from these features tends to be "soft
authoritarian" or "authoritarian-pluralist" in the sense that the government is
authoritarian but society pluralistic.^^ But there are many signs that the politi
cal system, too, is turning pluralist as a result of recent democratization.

In these states the first role of the state is to provide decisive leadership,
political stability, administrative guidance, and material incentives to such
private actors as households and firms and to public officials. To perform
these roles, the state can rely on allocation of credits, subsidies, regulation,
and even coercion. But more often than not, the state employs persuasion and
incentives to induce compliance and support.

Second, it is important to note that the state does intervene in the economy
to take advantage of market forces and to make industries competitive instead
of protecting them. This is a major contrast to the role of state intervention in
Latin American countries.In Korea, for example, the state tried to make rel
ative price reflect scarcities and to make exchange rates reflect comparative
advantage. In this mannerthe state attempted to use market forces selectively
and "combined the strategic exploitation of market opportunitieswith skillful
intervention."^^

Third, macroeconomic policy was deliberately designed to facilitate an
export-oriented strategy instead of an import-substitution strategy. By open
ing their economies to the vagariesof international markets. East Asian states
subjected their industries to the rules of comparative advantage and product
cycle. This was a difficult choice to make, but they had no otherviable alter
natives than trying to rely on the world market for their manufacturing prod
ucts. In the short run, agriculturewas sacrifiedby this industrialpolicy; in the
long run, it has worked to increase exports and accumulate technology.^^

Another distinctive component of Bast Asian development has been the
enormous emphasis placed on harnessing human resources. Here we must
note that education has played an important role in these countries' success
and that Confucianism may have indirectly contributed to making education

^^Robert A. Scalapino, "Political Trends inAsiaandTheir Implications forthe Region," inAsia
and theMajor Powers: DomesticPolitics andForeign Policy, ed. RobertA. Scalapino,Seizaburo
Sato, Jusuf Wanandi, and Sung-jooHan (Berkeley: Instituteof East AsianStudies,University of
California, 1988), 366.
^^John D. Macomber, "EastAsia's Lessonsfor LatinAmerican Resurgence," WorldEconomy 10,
4 (December 1987).
^^See Stephan Haggard's review of Alice H.Amsden, Asia's Next Giant: South Korea andLate
Industrialization, m Journal of Korean Studies 1 (1990):118.
^®Byung-joon Ahn, "Agricultural-Industrial Interaction," inFood, Agriculture, andDevelopment
in the Pacific Basin, ed. G. Edward Schuh and JenniferL. McCoy(Boulder, Colo.: Westview,
1986), 90-104.
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competitive in East Asian countries. The competitive school system has pro
duced a plentiful supply of hard-working engineers, administrators, skilled
workers, and motiviated entrepreneurs.

Fifth, the government-business relationship has been relatively coopera
tive and labor weak in this symbiosis. In fact, the state allowed the formation
of huge business conglomerates, which enjoyed the economies of scale that
size provides—as well as other benefits of noninterference. Occasionally, this
did involve corruption. But the state had the ability to discipline these busi
nesses by demanding performance in return for support.^^ It is true that busi
ness power grew significantly, to the extent that Mr. Chung Ju Yung, chairman
of Hyundai Group, dared to refuse the penalities imposed on him for tax eva
sion; but when the government sought to punish Hyundai by banning it from
government contracts, he decided topay them.^^

Finally, it is important to note that the developmental states of Japan,
South Korea, Taiwan, and Singapore have become steadily more democra
tized. Political pluralism is being supported by the growing middle class in
these societies. The more their economies are integrated with the U.S. econ
omy and the global market, the more difficult for them to maintain authoritar
ianism in domestic politics.

ASEAN: EAEG, EAEC, and a Free-Trade Zone

The ASEAN countries—^Thailand and Malaysia in particular—areemerg
ing as candidate NICs with a 7.1 percent growth rate and some 320 million
consumers. In response to the formation of a fully integrated European Com
munity (EC) by 1992 and of the North American Free Trade Area (NAFTA)
with $6 trillion worth of production and 360 million people that the United
States is trying to foster with Canada and Mexico, Malaysian prime minister
Mahathir Mohamad has proposed forming an East Asian Economic Group
(EAEG) or a looser East Asian Economic Caucus (EAEC) that excludes the
United States. The United States has urged Japan, South Korea, and other
countries to reject this idea for fear that it will cut off the Asia-Pacific region
from the rest of the globe and the United States from the U.S.-Japaneconomic
relationship, which produces 40 percent of the world's GNP.

At its economic ministers meeting in October 1991, ASEAN agreed to
form a six-nation free trade zone within fifteen years. The main aim of this
zone is gradually to cut tariffs among its members. Given that ASEAN's
members trade more with the United States, Northeast Asia, and Europe than
with each other, it will be difficult for this idea to materialize as it is plarmed.

^^Alice H. Amsden, Asia's Next Giant: South Korea and Late Industrialization (New York:
Oxford University Press, 1989), 115-20.
^International Herald Tribune, November 22, 1991, p.16.
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Contiguous Economic Zones

With the end of the Cold War and the emergence of borderless economies,
it has become possible for capital, labor, resources, and technology to move
beyond territorial bounds to form contiguous economic zones. To a large
extent, the private sector has taken a leading role in facilitating this kind of
economic integration, although the governments involved have helped by
moving production, communications, and finance operations.

Four such zones are slowly being formed.^^ The largest is Greater China
where Taiwan, Hong Kong, and special economic zones or open areas in
southern Guangdong and Fujian are growing rapidly as a result of capital and
technology investment from the capitalist states. Another one has been in
existence in the areas adjacent to Singapore among Singapore, Malaysia's
Johore, and Indonesia's Riau province. A third zone is being formed in
Indochina among Thailand, Vietnam, Cambodia, and Laos.

A fourth zone is being explored in the area around the Korean peninsula
among South Korea, north China, North Korea, the Soviet Far East, and
Japan. Since 1988 trade and investments have increased between South Korea
and Shantung. Recently, several proposals have been made to form economic
cooperation zones around the Yellow Sea or the Japan Sea. North Korea has
shown serious interests in developing the Tumen River project as a multilat
eral endeavor through the United Nations Development Program (UNDP).
The lack of diplomatic relations between South Korea and China and of polit
ical trust between North and South Korea is hampering progress in this. But if
the trend toward the erosion of ideology continues, economic complementar
ity will accelerate the pace of forming these contiguous economic zones.

APEC as Open Regionalism

As a regionwide attempt at cooperation, APEC has been evolving as an
organization of "open" and "soft" regionalism. Launched as a ministerial
meeting of twelve Asian and Pacific "economies" at Canberra in November
1989, its third meeting was held in November 1991 in Seoul, where South
Korea mediated the admission of China, Taiwan as "Chinese Taipei," and
Hong Kong. These fifteen members account for nearly 50 percent of the
world's gross national product (GNP), about 40 percent of its trade, 40 per
cent of its population, and 30 percent of its land area. U.S. trade with these
countries is more than $300 billion, one-third larger than that across the
Atlantic. But Asian countries now trade more with one another than with the

United States; their intraregional trade is reaching 60 percent.
Because of diversity in the scale of economies, in political systems, and in

cultures, APEC remains "soft" without formal treaties and structures. Thus far
it has been serving as a forum for generating information by commissioning

Business Week, November 11, 1991, pp. 18-22.
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ten working groups on matters of common interests and by consulting on
broad principles like supporting the Uruguay Round (of tariff talks). It is far
from building a regional bloc asWashington fears. Malaysia only sent a junior
minister to the Seoul meeting in protest against Washington's criticism of
EAEC. But this is the only regionalmeetingof both foreign and trade minis
ters of the fifteen countries.

As thefourteen-point Seoul Declaration adopted at the thirdmeeting indi
cates, all these countries support open economic development and trade con
sistent with the principles of the General Agreement on Tariffs and Trade
(GATT) and "without detriment to other economies."^^ Although Indonesia
opposed immediate moves to establish a permanent secretariat at the third
meeting, APEChas much potential for becoming a multilateral forum of pol
icy coordination like the Organization for Economic Cooperation and Devel
opment (OECD). Should the Uruguay Round fail to sustain an open global
trading system, thisbodymaywell turn intoa Japan-centered economic bloc.

Localization of Regional Conflicts

Lessening big-power rivalry and deepening economic interdependence
have localized the regional conflicts in Korea and Cambodia and the disagree
ments over the Northern Territories and the Taiwan Strait. As of the end of

1991, however, these moves toward detente were still short of building real
confidence and trust.

Dialogues on the Korean Peninsula

The overall direction of global and regional changes has worked to facili
tate "crossrecognition" of the two Korean states and dialogues between them.
The Soviet Union led the way inthis direction by recognizing South Korea.^
China established trade offices with South Korea in October 1990. As its trade

with the latter rapidly expanded, Beijing had to persuade Pyongyang to accept
simultaneous UN membership for North and South Korea; as a result, the two
Koreas were admitted to the UN in September 1991.

Since September 1990 North and South Korea have sporadically held
high-level talks between the two prime ministers. At the fourth meeting in
October 1991 they finally vowed to adopt an Agreement between North and
South on Reconciliation, Nonaggression, and Exchange and Cooperation.
What is stalling these talks is Pyongyang's reluctance to give up its nuclear
weapons and to negotiatea peaceagreement with Seoul.Thesecautioussteps,
however, may well presage an era of serious negotiation and confidence-
building measures on the Korean peninsula.

^Korea Herald, November 15,1991,p. 5.
^Byung-joon Ahn, "Arms Control on theKorean Peninsula: Its Prospects andInternational Con
text," in Securityand Economics in theAsia-PacificRegion, ed. GarritW. Gong and Richard L.
Grant (Washington, D.C.: CSIS, 1991),96-108.
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Cease-fire in Cambodia

The peace agreement signed on October 23,1991, in Paris ended the thir-
teen-year-old civil war in Cambodia. The five permanent members of the UN
Security Council and the ASEAN states succeeded in brokering a political
solution among the four warring factions. Prince Norodom Sihanouk has
returned to this war-torn country as an interim leader. Whether he will be able
to organize elections and to disarm the military forces of the factions, espe
cially the Khmer Rouge, remains to be seen. But at least this unfortunate
country has been decoupled from big-power rivalry and left to determine its
own fate.

Negotiation over the Northern Territories

Since the Gorbachev-Kaifu summit meetings in April 1991, Japan and the
former Soviet Union have begun to seek a negotiated settlement on the North-
em Territories. The joint communique issued at the summit called for a peace
agreement that includes the territorial issue by specifying the four islands in
disputes. Gorbachev promised to gradually reduce the Soviet military forces
stationed on the islands.^"^

The rise of Russian nationalism in the wake of the aborted coup seems to
have made it difficult for the Russians to return the islands. But after a decent

period of public persuasion and education, Boris Yeltsin and other top leaders
are likely to negotiate a gradual return, provided that Japan is prepared to sup
ply a sufficient amount of investment, assistance, and technology. Settlement
of this issue seems to be simply a matter of time.

Preparation for Negotiation over the Taiwan Strait

China and Taiwan are making cautious preparation for eventual negotia
tion between themselves. Certainly, the growing economic linkage across the
Taiwan Strait has a number of mitigating effects on political confrontation.
Two-way trade between Tawain and China conducted through Hong Kong
rose about 16 percent to a record $4.04 billion in 1990 from $3.48 billion in
1989. Taiwan made about $4 billion of investments on the mainland. Since

1988 more than two million Taiwanese have visited China. This economic

interaction has grown so much that in November 1991^^ Taiwan's economic
minister Vincent Siew proposed a "Greater Chinese Common Market" with
the mainland.

Against this background, Taiwan's president Lee Teng-hui signed a
decree terminating the "period of communist rebellion" on the mainland,
symbolically ending four decades of civil war on May 1, 1991. But the Dem
ocratic Progressive party's call for building an independent Taiwanese repub-

^Hiroshi Kimura, "Gorbachev's Japan Policy: The Northern Territories Issues" Asian Survey 31,
9 (September 1991): 798-815.
^International Herald Tribune, November 4, 1991, p. 15.
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lie prompted both the Communist party on the mainland and the Nationalist
party in Taiwan to issue stern warnings against such possibility. Despite these
wamings, China announced plans to establish a nongovernmental organiza
tion to handle exchange with Taiwan as a counterpart to the latter's Strait
Exchange Foundation. AJfter first-generation leaders are gone, therefore, it
should be possible for the two sides to undertake serious dialogues on their
political relationship.

The more localized these last vestiges of World War II become, the better
prospects for theirsolution willbe in many respects. As theparties themselves
makeprogress in buildingconfidence, the fourmajorpowers can support their
results.

U.S.-Japanese Leadership or a Regional
Forum?

In conclusion, we raise the question of who is going to exercise leadership
for security and cooperation in this region. There have been two main schools
of thought on this issue: one view maintains that the United States and Japan
should share the responsibility of providing security, liquidity, and market as
international public goods; another view suggests that a regional forum is nec
essary to tackle these problems as does CSCB in Europe. Given the asymmet
ric strategic environment and the diversity of interests, it is unrealistic to
expect that a Conference on Security and Cooperation in Asia can be orga
nized in the near future.

Leadership and organization vary with different issues. In general, the
most realistic way of promoting cooperation is to start with bilateral efforts on
security issues to be followed by some subregional fomms, possibly on confi
dence-building measures (CBMs) and nonproliferation issues, and to move
toward regional coordination, especially on economic issues. In helping these
efforts yield concrete results, however, it is imperative for the United States
and Japan to exercise constructive leadership by dividing their roles.

Bilateral Negotiation for Confidence-Building Measures

Bilateral negotiation is crucial to building confidence between the parties
in direct conflict. The primary responsibility for reaching reconciliation and
building confidence in regional disputes lies with North and South Korea,
Japan and the former Soviet Union, the warring factions in Cambodia, and
China and Taiwan. Without seeing some progress in such negotiation, others
can do other little beyond encouraging them.

Subregional Forums for Economic Cooperation in ContiguousZones and
Confidence-Building Measures

There is much merit in convening sugregional fomms to stimulate eco
nomic cooperation in the contiguous zones. Such forums were indeed held in
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Shenyang and Pyongyang to discuss the Tumen River project. A similar
forum should be feasible for economic cooperation in Greater China, too.

In addition, subregional forums among the concerned countries are neces
sary to prevent North Korea from developing weapons of mass destruction
and to promote arms control in the South China Sea and other areas. After
North and South Korea are engaged in serious arms-control negotiation, a
"two-plus-four" forum can be useful to discuss common regional security
concerns and guarantee outcomes negotiated between North and South Korea
as U.S. secretary ofstate James Baker suggested.^^

APEC as a Potential CSCA

As an overarching body, APEC has substantial potential to evolve into a
CSCA as it gradually develops more structured forms of discussion and coor
dination. Since foreign ministers attend this meeting, it is inevitable for the
talk to turn to security issues. At the press conference after the Seoul meeting,
reporters' questions focused much more on the U.S. position vis-a-vis North
Korea's nuclear weapon programs than on regional economic cooperation.

Division ofRoles between the United States and Japan

As the United States as a military superpower seeks a global partnership
with Japan and as Japan as an economic superpower seeks to achieve an equal
partnership with the United States, these two powers have little choice but to
divide their roles in such a way that the United States can act as a "security
guarantor of last resort" and Japan as a "lender of last resort" in the Asia-
Pacific region. This state of partnership has been labeled "bigemony" or "Pax
Ameripponica."^^ In ensuring security and stability, the United States, as the
power least feared among the regional states, is best suited to playing the lead
role. U.S. withdrawal from Asia could create a power vacuum that Japan
might fill—a situation Japan's Asian neighbors would not welcome.

Those neighbors would, however, welcome Japan's complementing the
role of the United States by offering capital, market, and technology. Until
1991 when the exchange rate for the dollar changed, Japan had been the larg
est donor of overseas development assistance (ODA). Japan has become the
biggest foreign investor in Asia with about $8.7 billion, well ahead of the $4.4
billion from the United States in 1991.^^ Asia has become the largest market
for Japanese exports. From 1986 to 1990 Japan's exports to North America
fell from 44 percent to 36 percent of the total while those to Asia jumped to 34
percent from 29 percent.^^ Thus, the yen bloc has been slowly being formed.

^^Baker, "America inAsia,"11.
^^Inoguchi, "AsiaandthePacific since 1945."
^Business Week, November 11,1991, p. 29.
^^Ibid., 33.
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From now on, however, Japan should absorb more goods fi*om other Asian
countries just as the United States has been doing. It is also necessary for
Japan to be more generous in making technologies available to those who
badly need them. In this manner Japan can perform constructive roles for pub
lic good.

In short, the United States and Japan have no choice but to assume leader
ship for advancing security, prosperity, and stability during the Pacific Cen
tury as it dawns at the fiftieth anniversary of the bombing of Pearl Harbor. As
the Spanish explorer Vasco Nunez de Balboa so named the newly discovered
body of water the "pacific" ocean in 1513, one hopes that the Pacific region
will remain as peaceful as the Atlantic in the coming century.



3. U. S. and Japanese Policies toward Korea:
Continuity and Change

CHAE-JINLEE

Since the end of the Korean War, the tense and adversarial relationship
between the Republic of Korea (South Korea) and the Democratic People's
Republic of Korea (North Korea) has been intimately linked with the compet
ing interests and policies of four countries—^the United States, the Soviet
Union, China, and Japan. This dynamic hexagonal linkage includes both con
tinuing and changing characteristics in diplomatic, strategic, and economic
areas. At the height of the Cold War, both South Korea and North Korea exe
cuted their respective policies in the context of a relatively simple and stable
pattern of opposing military and diplomatic coalitions. While the Soviet
Union and China concluded mutual defense treaties with North Korea and

maintained a hostile attitude toward South Korea, the United States whole
heartedly embraced South Korea as one of its pivotal client-states in the
Asian-Pacific region and adopted a rigid policy of military containment, dip
lomatic isolation, and economic sanctions against North Korea. Even though
Japan practiced, to a limited extent, economic transactions and "people's
diplomacy" with North Korea, it did not deviate from the U. S.-led contain
ment strategy in the Korean peninsula.

As the Cold War system eroded, however, the United States and South
Korea gradually changed their relationship from an essentially unequal and
hierarchical dependency to a more mature and interdependent partnership.
The United States supported South Korea's attempts to seek an assertive pos
ture in the world community and to normalize its relations with the Soviet
Union, China, and East European countries. With the relaxation of conflicts
between the two coalitions of nations, however, disagreements within each
coalition increased. In spite of the enduring importance of their military ties
and diplomatic cooperation, the United States and South Korea entered into
some disputes, especially in regard to economic matters. At the same time, the
United States cautiously made conditional modifications to its traditional con
tainment and isolation policy toward North Korea. In tandem with the incipi
ent improvement of U. S.-North Korea relations, Japan began to explore the
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possibility of establishing diplomatic relations with North Korea and assum
ing an active role in influencing the rivalry between North and South Korea.

The Korean peninsula and its external environment are in a state of flux
and uncertainty. The United States and Japan seem to share a common interest
in promoting peace and stability in Korea and in encouraging dialogue and
reconciliation between the two Korean governments. Yet they exhibit tactical
and procedural divergences in pursuing their objectives in Korea. Hence it is
useful to discuss how the United States and Japan have conducted their
respective policies toward Seoul and Pyongyang in recent years and how they
have influenced the evolving inter-Korean relations.

The United States and South Korea

The United States declares that the most important objectives of its Korea
policy are to avoid another Korean war and to support South Korea's security,
diplomacy, and prosperity. For these reasons the United States has set up a
system of effective military containment against North Korea and has
deployed its forces in and around South Korea. Every U.S. president since
Dwight Eisenhower has reiterated a public pledge to honor the U.S. treaty
commitment for South Korea's security. This pledge is based on the U.S.
assumption that North Korea is an irrational, irresponsible, and aggressive
Stalinist state and that South Korea is not yet ready to take care of its own
defense. In his testimony before the U.S. Senate Committee on Armed Forces
in February 1990, Gen. Louis C. Menetrey, Commander of U.S. Forces in
Korea, explained:

The long-standing threat to U.S. interests in Northeast Asia is North Korea's
unremitting hostility. It remains one of a handful of countries that have been
accurately described as heavily armed, poverty-stricken, garrison states. These
characteristics, combined with its first generation revolutionary leadership,
rigid ideology, and Orwellian control over its citizens, make North Korea
unpredictable and highly dangerous The military balance on the Penin
sula, based on known personnel strengths, equipment, and force deployments,
continues to favor North Korea.^

At the 22nd Annual Security Consultative Meeting in November 1990,
U.S. secretary of defense Dick Cheney and South Korean minister of national
defense Lee Jong Koo agreed "that North Korea poses a serious threat to
South Korea by continuing to deploy its forces offensively and that the capa
bility of the North to initiate a surprise attack against the ROK with little or no
waming remains high."^ Secretary Cheney praised the success of President
Roh Tae Woo's northern policy and repeated U.S. support for South Korea's

^See Gen. Menetrey's testimony in U.S. Senate Committee on Armed Services, Threat Assess
ment: Military Strategy and Operational Requirements (Washington, D.C.: U.S. Government
Printing Office, 1990).
^See thetextinKorea Times, November 17,1990.
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diplomatic initiatives to improve the security environment in Northeast Asia.
Cheney and Lee also discussed North Korea's potential for chemical weapons
and deployment of SCUD-type missiles near the demilitarized zone (DMZ).
Moreover, the two allies expressed "grave concern" about the possibility of
North Korea's acquisition of nuclear weapons, which would pose a serious
threat to the security of South Korea as well as that of the entire East Asian
region. While Secretary Cheney assured his South Korean counterpart thatthe
U.S. nuclear umbrella would continue to preserve South Korea's security, he
promised to seek a solution to theproblem of North Korea's nuclear potential.

Meanwhile, in response to the passingof the Cold Warand mountingleg
islative and budgetary pressure, the United States clarified its long-range
security policy toward Korea. In "A Strategic Framework for the Asian
Pacific Rim: Looking Toward the 21st Century" submitted to the U.S. Con
gress on April 19, 1990, the United States defined its security objectives in
South Korea as (1) deterring North Korean aggression or defeating it if deter
rence fails; (2) reducing political and military tensions on the peninsula by
encouraging North-South talks and instituting a confidence-building mea
sures (CBM) regime; and(3) transforming U.S. forces on the peninsula from
aleading to asupporting role, including some force reductions.^ In the initial
phase (from one to three years) of this new strategic framework, the United
States envisioned a force reduction of about 7,000 personnel—2,000 air force
personnel and 5,000 ground force personnel. Forthesecond phase (from three
to five years), theUnited States may further reduce its combat forces in South
Korea by assessing the North Korean threat, the state of North-South rela
tions, and the improvement of South Korea's military capabilities. Andin the
third phase (from five to ten years) fewer U.S. forces are projected to remain
in South Korea, which should be ready to take a leading role in its own
defense. However, the United States has expressed no intention of modifying
or abrogating its mutual security treaty withSouth Korea. At their meeting in
July 1991, U.S. President George Bush told President Roh that "the United
Statesremains today fully committed to protecting the peace and security of
[South] Korea—even as [South] Korea assumes a leading role in its own
defense.""^

Gone are the days when President Park Chung Hee bitterly and noisily
opposed Presidents Richard Nixon's and Jimmy Carter's plans to withdraw
U.S. ground forces from South Korea in the 1970s. The United States and
South Korea now enjoy a high degree of policy coordinationwith respect to a
number of security issues. The South Koreans are prepared to bolster their
self-reliant security posture, to resume operational control over their armed

^See "A Strategic Framework for theAsian Pacific Rim: Looking Toward the21st Century," in
U.S. Senate Committee on Armed Services, ThePresident's Report on the U.S.Military Presence
inEastAsia(Washington, D.C.: U.S.Govemment Printing Office, 1990).
'̂ See U.S. Department ofState, Department ofStateDispatch, July8,1991,p.484.
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forces, and to head the United Nations Command delegation to the Military
Armistice Commission at Panmunjom. They are also willing to bear more of
the costs for U.S. forces stationed in South Korea and to underwrite the cost of

relocating U.S. military facilites from Seoul.
More importantly, the United States and South Korea agreed to make a

concerted effort to prevent North Korea from developing nuclear weapons. In
an attempt to dramatize U.S. worries about North Korea's nuclear weapons
program. Secretary Cheney told his South Korean hosts in November 1991
that the United States will suspend the second phase of its military disengage
ment plan in South Korea until North Korea concludes the full-scope nuclear
safeguards agreement with the International Atomic Energy Agency (IAEA)
and accepts the IAEA's thorough inspections.^ The United States was particu
larly concerned that North Korea did not favorably reciprocate after President
Bush decided to remove all U.S. tactical nuclear weapons from South Korea
and President Roh declared that the Korean peninsula would be denuclearized.

Just as the United States continues to be indispensable to South Korean
security, both countries have been significantly expanding bilateral economic
ties. The United States promoted the recovery of South Korea's war-torn
economy by contributing a total of $14.4 billion in economic and military
assistance. The United States is now South Korea's primary trading partner,
absorbing about 30 percent of its total exports. South Korea is the seventh
largest trading country for the United States and provides the second largest
market for U.S. agricultural products. In 1990 the bilateral trade amounted to
about $36 billion.

As a by-product of these close economic relations, many types of trade
disputes have developed. In the 1970s, most were focused on the extent to
which the United States attempted to protect its domestic industries and to
restrict inexpensive imports from South Korea. This protectionistpolicy coin
cided with the relative decline of the U.S. economic position in the world and
decreasing U.S. competitiveness in specific industries—such as textiles, steel,
and electric appliances. When the United States accumulated a substantial def
icit in its trade with South Korea in the 1980s, Washington pursued the issue
of market access in South Korea, pressuring South Korea to honor foreign
intellectual property rights and to accept U.S. service industries, ranging from
banking and insurance to advertising, communications, and stock brokerage.
A spokesman for the U.S. government argued that "we are not asking for any
special favors, but we insist on the opportunity to compete on fair terms.
Equipped with a set of retaliatory legal weapons, especially Super Section 301
of the Omnibus Trade and Competitiveness Act (1988), the United States

^Los Angeles Times, November 21,1991. For asummary ofthe joint communique issued by Sec
retary Cheney and Minister Lee, sqq Hanguk Ilbo, November 22,1991.
^For U.S. ambassador James Lilley's statement, see Korea Newsreview, June 27, 1987.
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accelerated its demand that South Korea implement fair trade and import lib
eralization practices.

The South Koreans argued that their economy, because of their enormous
defense budget andthehighcostof oil imports, was stillfragile. They pointed
also to their largeforeign debt and to their increasing tradedeficitwith Japan.
They suggested that the UnitedStates had singledout SouthKorea as a scape
goat for its own economic failure and thus precipitated the rising anti-Ameri
can sentiment in South Korea. In terms of their domestic political
calculations. South Korean leaders did not want to give the appearance of
submitting to what they considered to be high-handed U.S. pressure tactics or
to alienate those who would be adversely affected by premature market-open
ing measures. In hisaddress to a jointmeeting of theU.S. Congress in Octo
ber 1989, President Roh stated that South Korea was moving vigorously
toward "a more open, liberalized andself-regulating economy" andwas plan
ning to achieve the same degree of market openness in thenext four or five
years as is found in the advanced industrialized countries.^ He emphasized
that South Korea needed time to achieve openness in the agricultural market
in orderto avertpolitical and socialdilemmas for South Korean farmers.

When President Bush complained that whereas South Korean workers
and companies benefited from America's open markets, U.S. workers and
companies did nothave equal access to South Korean markets. President Roh
said that"if an apple is picked before it's ripe, it canbe a bit tough and sour.
When it's ripe, however, it's nice andsweet." President Bush responded, "We
don't want the ripening to take so long that we're too old to enjoy the food."^
Thishumorous, butsharp, exchange demonstrated the seriousness of the trade
disputes between the two allies. Confronted by America's coercive aswell as
persuasive tactics. South Korea was compelled to liberalize its trade policy
considerably andto offer import concessions for U.S. products. In her discus
sions with South Korean officials in November 1991, U.S. trade representa
tive Carla Hills expressed general satisfaction with the implementation of
South Korea's market liberalization measures. However, she asked South
Korea to open its markets to U.S. agricultural products and to cooperate with
the UnitedStates at the Uruguay Roundof the GeneralAgreement on Tarriffs
and Trade. So long as its own critical economic problems—^national debt,
unbalanced budget, trade deficits—^remain unsettled, trade friction between
the United States and South Korea is likely to continue.

The United States and North Korea

As soon as the Seoul Olympic Games were successfully completed, the
United States made a potentially promising decision to facilitate contacts and

''For his text, see Roh TaeWoo, Korea:A Nation Transformed (Elmsford, N.Y.:Pergamon Press,
1990), pp. 11-17.
®As quoted mhosAngeles Times, October 18,1989.
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exchangeswith North Korea. In response to President Roh's policy announce
ment made on July 7, 1988, in which he called for South Korea's friends and
allies to help draw North Korea out of isolation, the U.S. government
announced on October 31, 1988, that it would adopt the following steps
toward North Korea:

1. Authorize U.S. diplomats to "hold substantive discussions with offi
cials of the Democratic People's Republic of Korea in neutral set
tings"

2. Encourage "unofficial, non-governmental visits" from North Korea in
the academic field, as well as in sports, culture, and other areas, so
long as prospectiveNorth Korean visitors are eligible under U.S. visa
laws

3. Facilitate the travel of U.S. citizens to North Korea by permitting
travel servicesfor exchanges and group travelon a case-by-case basis

4. Permit commercial exports to North Korea of certaingoods that meet
basichuman needs (food, clothing, medical supplies, etc.), on a case-
by-case basis^

The United States expected that this four-point initiative would increase
"mutualunderstanding" with NorthKoreaand inducea "positive, constructive
response" from North Korea. As Desaix Anderson, deputy assistant secretary
of state for East Asian and Pacific affairs, indicated at the House Subcommit
tee on Asian and Pacific Affairs in July 1990, the U.S. decision was also
designed to give"encouragement to those in North Korea who may advocate
more open policies."^^ In the economic area, however, the United States has
refused to lift strict sanctions against North Korea. The Foreign Assets Con
trol Regulations and the Export Administration Act prohibit almost all com
mercial and financial transactions with North Korea. U.S. citizens are not
allowed to use credit cards in North Korea or to bring home more than $100
worth of North Korean merchandise for personal use.

As a specific application of its four-point initiative, the United States
agreed with North Korea to hold talks between their political counselors in
Beijing. The Beijing talks began in December 1988 at the International Club,
a neutral Chinese facility. Thiswas a significant opportunity for the two gov
ernments formally and directly to discuss a wide range of issues. In February
1989 President Bush told his South Korean audience that "we must comple
ment deterrence with an active diplomacy in search of dialogue with our
adversaries, including North Korea."^^ And Secretary of State James Baker

^See the text in U.S. Department of State, Department ofState Bulletin, January 1989, p. 17. For
President Roh's statement on July 7, 1988, see Koh, Korea, pp. 59-61.
^^Statement of Desaix Anderson before the Subcommittee on Asian and Pacific Affairs, U.S.
House of Representatives, July 25,1990.
^^George Bush, "Continuity and Change in U.S.-Korean Relations," Current Policy, no. 1155
(1989).
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stated at the Senate Committee on Foreign Relations in February 1990 that
"we are looking for a steady, reciprocal process toward better relations both
between North and South Korea and between the United States and North
Korea."^^

However, the United States is careful not to heighten North Korea's
expectations or to undermine South Korea's unification policy and northern
diplomacy. In the Beijing talks the United States has insisted that the DPRK
take the following six measures.

1. Adopt positive andtangible steps for improving North-South relations
2. Signthefull-scope nuclear safeguards agreement with the IAEA
3. Account for about 8,200 U.S. soldiers missing in action during the

Korean War, and return their remains, if found
4. Accept confidence-building measures, including restraint in the sale

of arms abroad

5. Cease its anti-American propaganda
6. Ensure that North Korea does not pursue or support international ter

rorism.

The U.S. political counselor has made it clear in Beijing that if North
Koreaaccommodates any aspectsof these six points, the UnitedStatesprom
ises to take reciprocalsteps favorable to NorthKorea's requests.

Among other things, theUnited States, along with South Korea, regarded
the nuclear issue as a litmus test to determine whether North Korea is serious
about entering into peaceful and constructive relations with Washington and
Seoul. Assistant Secretary of StateRichard H. Solomon stated: "Pyongyang's
continuing refusal to conclude a safeguards agreement quite naturally fuels
suspicion about the doubt among North Korea's neighbors about its inten
tions. These doubts and suspicions can only increase tensions in Northeast
Asia and limit Pyongyang's welcome in the international community."^^ In
the aftermath of the Persian Gulf War, the United States equated the danger of
Kim IISung'snuclear program with thatof Saddam Hussein's nuclear ambi
tions.

The North Koreans insisted that they had no plans to develop nuclear
weapons andthat their nuclear facilities were designed exclusively for peace
ful use. They demanded that the United States withdraw its nuclear weapons
from South Korea, stop nuclear war exercises directed against North Korea,
allow IAEA inspections of nuclear facilities in South Korea, andgive"legally
binding" assurances not to usenuclear weapons against North Korea. Yet the

^^James Baker, "U.S.Foreign Policy Priorities andFY1991 Budget Request," CurrentPolicy, no.
1254 (1990).
^^Richard H. Solomon, "The Last Glacier: The Korean Peninsula and the Post-Cold WarEra,"
U.S. Department ofStateDispatch(FebrudiTy 11, 1991), pp. 105-108.
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United States refused to disavow its nuclear umbrella for South Korea, view
ing it as an effective deterrent.

After the two Korean governments signed the Agreement for Reconcilia
tion, Nonaggression and Exchanges and Cooperation on December 13, 1991,
and the Joint Declaration for a Non-Nuclear Korean Peninsula on December

31, 1991, the United States agreed to suspend the annual Team Spirit joint
military exercises with South Korea and to hold a high-level talk with North
Korea at the United Nations in January 1992.^"^ A few days after this talk.
North Korea signed the nuclear safeguards agreement with the IAEA in
Vienna. If North Koreafully submits its nuclearprograms and facilities to the
IAEA'sinspectionsand to an inter-Korean inspectionregime, it is conceivable
that the United States may initiate a few conciliatory steps—for example, lift
ing economic sanctions against North Korea, elevating theBeijing talksto the
ambassadorial ranks, exchanging liaison offices between Washington and
Pyongyang, or discontinuing the Team Spirit exercises altogether. Undoubt
edly, the tangible improvement of U.S.-North Korean relations is bound to
assist the process of accommodation and cooperation between North and
South Korea.

Japan and South Korea

Ever since their diplomatic relations were normalized in 1965, Japan has
greatly contributed to South Korea's economic development. The initial ten-
year Japanese aid package (1966-1975) contained $300 million in grants,
$200 million ingovernmental credits, and $300 million in private commercial
loans; and the continuing influx of Japanese funds has brought about a rapid
growth of bilateral trade, technical assistance, joint ventures, and licensing
agreements. As a result, Japan has challenged the U.S. position as South
Korea's foremost capital investor and trading partner. More important. South
Korea hasemulated thesuccessful Japanese model of accelerated technologi
cal innovation and neo-mercantalist industrial policy. Alice H. Amsden sug
gests that the South Korean economy has grown rapidly because it received
the preponderance of its technological assistance from Japan.^^

Strategically, the Japanese pay keen attention to the inherently unstable
and potentially explosive situation on the Korean peninsula. In its annual
white paper, the Japanese Defense Agency observed in 1990:

The Korean Peninsula is inseparably related with Japan geographically and
historically, hencethe maintenance of peaceandstability of the KoreanPenin
sula is of vital importance to the peace and stability of East Asian areas as a

January 22, 1992, Undersecretary of State for Political Affairs Arnold Kanter had what he
called a "cordial, frank, and useful" meeting with Kim Yong Sun (secretary for international
affairs of theKorean Workers' Party) at theUnited Nations. SeeKorea Herald, January 24, 1992.

Alice H. Amsden, Asia's Next Giant: South Korea and Late Industrialization (New York:
Oxford University Press, 1989), p. 215.



Chae-JinLee 41

whole, includingJapan. Today on the KoreanPeninsula,niilitary tension has
continued to prevailwith morethan 1.4 million groundforces of the Republic
of Korea and North Korea deployed against each other across the demilita
rizedzone (DMZ) The situation on the Korean Peninsula is still unstable
and fluid.

Constrained by Article 9 of their Peace Constitution and South Korea's
sensitivity, the Japanese havedetermined that they can besthelpstabilize the
Korean peninsula by aiding South Korea's economic development and sup
porting the U.S. military presence in Korea. As thefirst Japanese prime min
ister to make an official state visit to Seoul in the postwar era, Nakasone
Yasuhiro shared the view with President Chun Doo Hwan in 1983 that peace
and stability on the Korean peninsula are "essential" to Japanese interests.
Theypledged to strengthen theircooperative relations and to promote peace,
stability, and prosperity in their region. Praising Seoul's defense efforts and
unification proposals, Nakasone agreed to provide a substantial amount of
new loans ($1.85 billion in Official Development Assistance funds, $1.8 bil
lion from the Export-Import Bank, and $350 million in bank credits) for
South Korea's economic projects.^^

The Nakasone visitwas reciprocated by President Chun'svisit to Japanin
September 1984. It was the first state visit to Japan ever made by a Korean
head of state. At a banquet held in the Imperial Palace, the Japanese emperor
stated that "it is indeed regrettable that therewas an unfortunate past between
us for a period of time in this century and I believe that it should not be
repeated.^^ Although the president was "fully satisfied" with the emperor's
"apology," many South Koreans contended that the emperor's ambiguous
expression was insincere and thus unacceptable. This contention was indica
tive of the Korean people's deep-seated resentment toward earlier Japanese
colonialism.

Prime Minister Nakasone offered a more direct apology. He told President
Chun that "Japan brought to bear great sufferings upon your country and its
people" and that "thegovernment and people of Japan feel a deep regret for
this error and and are determined firmly to warn ourselves for the future." In
addition to his desire to open a new chapter in Tokyo-Seoul relations. Presi
dentChun soughtto reduce thechronic tradeimbalance andtofacilitate trans
ferofJapan's high technology toSouth Korea. However, hefailed to persuade
Japan to endthe highly controversial policy thatrequires the700,000 Korean
residents in Japan tobe fingerprinted. As farasSouth Korea's external affairs

Defense ofJapan 1990(Tokyo: Defense Agency,1990), p. 60.
^^For Nakasone's Seoul visit and Japan-South Korean negotiations over loans, see Chong-Sik
Lee, Japan and Korea: The PoliticalDimension (Stanford, Calif.: Hoover Institution Press,
1985), pp. 105-139.
^®See thetext in Yomiuri Shimbun, September 7, 1984.
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were concerned, the Japanese prime minister promised to assist Seoul's rela
tions with the Soviet Union and China.

Even after this historic high-level exchange, Japan and South Korea con
tinued to encounterdifficult problemsduring the latter half of the 1980s.In an
attempt to enhance Tokyo-Seoul cooperation in the post-Cold Warera. Presi
dent Roh Tae Woo paid a three-day statevisit toJapan in May 1990. Ina care
fully worded statement, the Japanse emperor once again expressed his
"deepest regrets" overthe "sufferings" Koreans experienced during thecolo
nial period. President Roh described the emperor's apology as"extremely sig
nificant" and said that it "moved" him. And Prime Minister Kaifu Toshiki
stated his "sincere remorse and honest apologies" for the "unbearable suffer
ing and sorrow" inflicted on theKorean people by Japan.

In his address before the Japanese Diet, President Roh declared that as
Korea and Japan approach the twenty-first century, both countries must forge
ahead with aforward-looking relationship based onmutual respect and under-
standing.^" He called it a "mandate of our time" for Korea and Japan to be
partners indeveloping an Asia-Pacific community. He asked Japan toimprove
the legal status of all Korean residents in Japan and to address the growing
trade imbalance by extending to South Korea the same market-opening mea
sures allowed to the United States and the European Community. In spite of
Roh's passionate plea, Japan was not yet readyto resolve both issuesto South
Korea's satisfaction.

When Prime Minister Kaifu visited Seoul in January 1991, heagreed with
President Roh on "three principles" for consolidating friendly relations
between the two countries: (1) the promotion of exchanges, cooperation, and
understanding torealize a genuine partnership; (2) the strengthening ofcontri
butions to peace, reconciliation, prosperity, and openness in the Asia-Pacific
region; and (3) an increase in constructive roles in the settlement of global
issues.^^ The principles were intended to reconcile their respective policies,
especially toward North Korea, and tocoordinate their approaches toward glo
bal and regional issues.

Ina memorandum signed by Japanese and South Korean foreign ministers
during Kaifu's Seoul visit, the Japanese govemment agreed toabolish finger
printing of Korean residents in Japan by the end of 1992 and to open low-
ranking teaching positions to Koreans.^^ The memorandum, which concluded
two years of intense negotiations between the two governments, also stipu
lated that all third- and later-generation Koreans in Japan be automatically

*'For the emperor's and Kaifu's apologies, see Diplomatic Bluebook 1990 (Tokyo: Ministry of
Foreign Affairs, 1991), p. 136,
^®See Roh, Korea, pp. 256-264.
^^See the agreement in Korea Herald, January 11, 1991.
'̂ '̂ Korea Herald, January 11, 1991. For astudy of Korean residents in Japan, see Changsoo Lee
and George DeVos, Koreans inJapan:Ethnic Conflict andAccommodation (Berkeley: Univer
sity of CaliforniaPress, 1981).
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given permanent resident status. Even though the memorandum did not fully
incorporate South Korea's requests, it did establish for Korean residents in
Japan a set of legal provisions that were deemed tolerable by the South
Korean negotiators.

Yet Japan hasbeen unable or unwilling to arrest the growing trade prob
lems with South Korea. From 1980 to 1990 Japan accumulated a surplus of
$38 billion in its trade with South Korea. The South Korean deficit jumped
from $3.6 billion in 1989 to $5.8 billion in 1990; the figure reached a record
$9.4 billion in 1991. The South Koreans claim that their trade deficit is a
result of invisible trade barriers in Japanese markets and delays in the trans
ferring of Japanese technology. They also point to Japan's lack of "sincerity"
in resolving the trade dispute, which is easily aggravated by thelegacy of tra
ditional animosity.

Now that South Korea has emerged as one of Japan's serious economic
competitors in some areas, Japan has become reluctant to transfer high tech
nology to South Korea. The Japanese argue that the South Korean govern
ment and enterprises must cultivate a local business environment more
attractive to Japanese investors and businessmen. They cite the fact that an
increasing numberof Japanesecompanies has left SouthKorea in recentyears
because of labor strikes, rising wages, and the appreciatingvalue of the South
Korean currency. Moreover, they point out that the trade problem is caused in
part by the basic structure of South Korean industries, which requires that
South Koreaimportparts,machines, and semiprocessed materials from Japan
to assemble into products for export.^^ The leaders of Japan and South Korea
face a difficult task as they try to balance the collaborative and competitive
aspects of their increasingly complicated economic relations.

Japan and North Korea

In connectionwith PresidentRoh's declaration on July 7, 1988, the Japa
nese government proposed an intergovernmental dialogue with North Korea,
but North Korea flatly rebuffed this diplomatic overture, mainly because it
opposed what it called Japan's "two-Koreas plot." The North Koreans
accused Japan of harboring "imperialist intentions" in the Korean peninsula,
adopting a hostile policy toward North Korea, and forming a "tripartite alli
ance" with the United States and South Korea. They demanded that Japan
apologize to North Korea for its past colonial crimes. '̂̂ On March 30, 1989,
Primse Minister Takeshita Noboru expressed his "deep remorse and regret" to
all the people in both South and North Korea and hoped to improveJapan's
relations withtheDemocratic People's Republic of Korea.^^ This was the first
time that a Japanese head of government publicly identified North Korea by

apart Times Weekly, November 18-24, 1991.
^For North Korea's positions, for example, see Nodong Sinmun, December 16, 1988, and A/myw
Choson, January 13, 1991.
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its formal name. Even though North Korea reacted favorably to the Takeshita
statement, Tokyo andPyongyang failed tobeginnegotiations notonly because
Takeshita was forced to resign from his position afterhe was implicated in the
Recruit Company scandals, but also because North Korea was stunned by the
Tiananmen Square incident in China and by the collapse of the socialist
regimes in EasternEuropeduring 1989.

A major breakthough in Japan's diplomatic stalemate with North Korea
took placein September 1990, when Kanemaru Shin, formerly Japan's deputy
prime minister, accepted President Kim's unexpected proposal to normalize
diplomatic relations between the two countries. Kanemaru, a kingpin of the
Liberal Democratic party, and Tanabe Makoto, vice-chairman of the Japan
Socialist Party, led a delegation of eighty-nine Japanese political figures and
government officials to North Korea.^^ In their meeting at Myohyangsan, a
mountain resort about a hundred miles northeast of Pyongyang, Kanemaru
delivered a letter to Kim from Prime Minister Kaifu. Kaifu, writing not as
prime minister but as president of the Liberal Democratic party, said that
Japan wasprepared to offeranofficial apology andcompensation for damages
inflicted by Japan during the 1910-1945 period. He also expressed the hope
for improving relations between Japan and the Democratic People's Republic
of Korea. Kim in turn praised Japan as an "economic giant that is also becom
ing a politicalpower" and promised to releasetwo Japaneseseamenseized in
1983 as "spies."

On September 28,1990, Kanemaru andTanabe signedan eight-point joint
declaration with Kim Yong Sun, secretary for intemational affairs of the
Korean Workers' Party. They agreed that "there is only one Korea," but rec
ommended that Japan and North Korea negotiate to establish diplomatic rela
tions "as soon as possible." They stated: "Japan must officially apologize and
compensate the Democratic People's Republic of Korea for the misfortune
and damage inflictedupon the Korean peopleduring 36years [of colonial rule
between 1910 and 1945] and the losses the Korean people suffered in the 45
years of the postwar era."^^ Kanemaru suggested that Japan should provide
some compensation to North Korea even before diplomatic relations were
established between the two countries. In addition, the three political leaders
accepted the idea for "elimination of the threat of nuclear weapons from all
regions." Other recommendations included (1) permission for North Korea to
use Japanese satellitecommunications to expand its hnks with the rest of the
world, (2) opening of a regular and direct air route between Tokyo and

^For Takeshita's policy, see Okonogi Masao, Nihon to Kitachosen [Japan and North Korea]
(Tokyo: PHP Kenkyujo, 1991), pp. 120-121.
^LosAngeles Times, September 27,1990.

LosAngeles Times, September 29, 1990.For the Japanese text, seeAsahi Shimbun, September
29, 1990.
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Pyongyang, and (3) elimination of a ban on travel to North Korea that is
stamped on passports issued to Japanese citizens.

The North Koreans reversed their long-standing opposition to Japan's
"two-Koreas plot" for a variety ofreasons.^^ First, they launched a "southern
policy" toward Japan and the United States to counter South Korea's success
ful northern policy. In particular, they were shocked by the summit meeting
held by Soviet President Mikhail Gorbachev and President Roh in San Fran
cisco on June 4, 1990, and by Soviet foreign minister Eduard A. Shevard
nadze's notification on September 2, 1990, that the Soviet Union had decided
to establish diplomatic relations with South Korea.

Second, in view of their declining economic conditions, the North Kore
ans desperately needed economic and technological assistance from Japan.
China's ability to render economic assistance to North Korea was limited, and
the Soviet Union had decided to transform its barter trade system with North
Korea to a new method of payment in hard currencies. Third, they attempted
to drive a wedge between Japan and South Korea and to weaken Japan's "tri
partite alliance" with the United States and South Korea. Fourth, they
intended to use their normalized relationship with Japan as an instrument to
improve North Korea's relations with the United States. In January 1991,
North Korean foreign minister Kim Yong Nam told Japanese negotiators that
diplomatic normalization between Japan and North Korea should have a posi
tive effect upon Pyongyang-Washington relations. And President Kim II Sung
hoped that Japan would act as a bridge in improving relations between North
Korea and the United States.^^

The Japanese ostensibly justified their diplomatic approach toward North
Korea on the basis of President Roh's expressed desire, but they had a number
of other important reasons. First, to promote peace and stability on the Korean
peninsula and to protect their own security interests, the Japanese wanted to
open and expand their official relations with North Korea and to help reduce
any sense of isolation that North Korean leaders might have had. In the pro
cess, the Japanese presumably expected to assume an active role in sustaining
the balance of power over Korea and to lay the foundation for their participa
tion in North Korea's economic programs.

Second, the Japanese publicly welcomed the diplomatic normalization
between the Soviet Union and South Korea, but they were concerned about
the manner in which this diplomatic development was consummated and the
possible effects that it might have upon Japan's relations with the Soviet
Union. They were particularly unhappy that during his visit to Tokyo, Presi
dent Roh did not inform Prime Minister Kaifu of the summit meeting with

^For a discussion of these reasons, seeOkonogi Masao, Nihon toKitachosen, and Hong N. Kim,
"The Normalization of North Korean-Japanese Diplomatic Relations: Problems and Prospects,"
Korea and WorldAffairs, Winter 1990, pp. 649-670.

Japan Times, June 3, 1991.
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Gorbachev heldonlyten dayslater. Moreover, the Japanese approached North
Korea to counterbalance the Soviet Union's ascendancy in South Korea and to
prevent the Soviet Union from using the"South Korean card" at a time when
Japan wasunable to settle its northern teritorial dispute withtheSoviet Union.

Third, the Japanese did notwish to lagbehind the United Statesin dealing
with North Korea, for they still remembered the painful consequences of the
"Nixon shock" regarding China. Since the United States had already begun
the Beijingtalkswith North Korea, the Japanese felt free to make progress in
their relations with the DPRK.

As soon as the joint declarationwas issued in Pyongyang, both the United
States and South Korea cautiously welcomed Japan's efforts to de-isolate
North Korea but pointedly requested that the Japanese government act "pru
dently" in its forthcoming negotiations with North Korea and insist on North
Korea's acceptance of the nuclear safeguards agreement with the IAEA. The
South Koreans were especially afraid that if Japan were to precipitously agree
to normalize diplomatic relations and to extend substantial economic assis
tance to North Korea, Kim II Sung might have no incentive for improving
inter-Korean relations. Hence the South Korean government spelled out the
"five principles" to guide Japan's diplomatic negotiations with North Korea:

1. Seoul and Tokyo should have close consultations in advance.
2. Japan should consider "meaningful" progress in inter-Korean dia

logue.
3. Japan should not offer financial compensation to North Korea until

their relations become fully normalized, and this money should not be
used to build up the North's military power.

4. North Korea should be encouraged to come out of its isolation and
pursue reforms.

5. Japan should urge Pyongyang to sign the agreement for international
inspection ofits nuclear facilities.^^

The United States was fully supportive of South Korea's "five principles."
At his meeting with President Roh in Seoul on January 9, 1991, Prime Minis
ter Kaifu emphasized the importance of maintaining "close contacts" with
South Korea and promised to honor the "five principles" in Japan's negotia
tions with North Korea.^^ He also explained that the Japanese government
was not necessarily bound by the 1990 joint declaration signed by Kanemaru,
Tanabe, and Kim.

Soon after Kaifu's Seoul visit, govemment representatives of Japan and
North Korea held the first round of full-dress normalization talks in Pyong
yang on January 30-31, 1991. The two sides articulated their divergent posi
tions on several major issues. First, Chon In Choi, North Korea's vice-

^®Ibid., January 10,1991.
^^For thetextof Kaifu's speech, seeKorea Herald, January 10,1991.
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minister of foreign affairs, argued that the Japanese-Korean Annexation
Treaty (1910) and all other subsequent bilateral treaties and agreements were
illegal and that Korea was in a state of war with Japan during the Second
World War. He demanded that Japan should provide "war reparations" and
settle "property claims" related to the period of Japan's colonial rule over
Korea and offer proper compensation for the damages and losses North Korea
suffered throughout the postwar period. He contended that Japan was partially
responsible for the division of Korea. He also stated that Japan had allowed
the United States to use bases in Japan to attack North Korea during the
Korean War and had carried out a hostile policy toward North Korea.

In response, Japanese ambassador Nakahira Noboru stated that Japan was
not at war with Korea during the Second World War and that Japan had no
legal obligation to offer North Korea either war reparations for the Second
World War or compensation for the losses and damages allegedly incurred in
the postwar era. However, Nakahira indicated Japan's willingness to settle
property claims made by North Korea and to provide economic cooperation
funds. He clarified Japan's commitment to uphold friendly relations with
South Korea in accordance with the Japan-South Korea Basic Treaty (1965)
and hoped that the prime ministers' meetings between North and South Korea
would reduce tensions and result in the peaceful unification of Korea.

Second, Nakahira asked North Korea to conclude the nuclear safeguards
agreement with the IAEA because nuclear proliferation in Korea would
threaten Japan's security interests. Chon said that the nuclear issue was irrele
vant to diplomatic normalization between Pyongyang and Tokyo and sug
gested that Japan should urge the United States to withdraw its nuclear
weapons from South Korea and to accept the North Korean proposal for
establishing a nuclear-free zone in Korea. Third, Chon requested that Japan
end a hostile policy toward the pro-Pyongyang General Federation of Korean
Residents in Japan (Chosoren) and ameliorate the legal status of Korean resi
dents in Japan, especially those with North Korean passports. Nakahira
responded that Japan deals with the Chosoren according to Japanese laws and
that Japan would consider the possibility of upgrading the legal status of pro-
Pyongyang Korean residents to the same level as that of pro-Seoul Korean
residents in Japan. Fourth, Nakahira asked North Korea to give humanitarian
consideration to those Japanese women married to North Korean citizens who
would like to visit Japan. (There are about 6,000 Japanese wives living in
North Korea.) Chon maintained that Japanese wives enjoy all the rights and
duties of North Korean citizens and that as normalization talks between Japan
and North Korea progressed, they would be allowed to exchange communica
tions and visits with their relatives in Japan.

As the delegates of Japan and North Korea continued their irregular
rounds of normalization talks throughout 1991, they raised other issues for
discussion, including the exact territorial boundaries and jurisdiction of North
Korea, the simultaneous admissions of both Koreas to the United Nations, the
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repayment of outstanding North Korean debts (about 80 billion yen) owed to
Japan, thestatus of Japanese hijackers living in North Korea, andtheconditon
of aJapanese woman (Li Un Hye) allegedly kidnapped by North Korea.^^ Yet
the most important stumbling block to Tokyo-Pyongyang negotiations
remained North Korea's nuclear program. In view of Seoul's and Washing
ton's pressure andbecauseof a strong antinuclear sentiment in Japan,the Jap
anese govemment decided that the satisfactory resolution of North Korea's
nuclear issue was a necessary precondition to diplomatic normalization
between the two countries. The Japanese leaders assured their South Korean
counterparts that Japanwill refuseto establishdiplomatic relations with North
Korea until North Korea not only signs the nuclear safeguards agreement, but
also fulfills the IAEA's full-scope inspections.^^ They also insisted that North
Korea should accept a bilateral nuclear inspection regime with South Korea.
Another equallydifficult issue is the nature and amountof Japan's economic
assistance to North Korea. While the Japanese govemment is reportedly pre
pared to offer a package of property settlements and economic cooperation
funds worth about $2 billion—the estimated current value of the $500 million
aid Japan had committed to South Korea at the time of Tokyo-Seoul diplo
matic normalization in 1965—North Korea is expected to request as much as
$10 billion.^^ The two sides may encounter tough negotiations to reach a com
promiseon economic issues. It remainsto be seen whetherJapan can normal
ize its diplomatic and economic relations with North Korea while continuing
to preserve the establishedframework of Tokyo-Seoul cooperation.

Conclusion

For the past several years U.S. and Japanese policies toward Korea have
undergone a potentially significant stmctural change. The United States has
effectively supported South Korea's assertive worldwide diplomacy and mili
tary modemizationand has charteda new frameworkfor a mutually beneficial
partnership between the two close allies. Even though the United States con
tinues to have acrimonious trade disputes with South Korea, both countries
have consciously managed to mitigate their differences and to seek a common
strategy for protecting their long-range economic interests in the Asia-Pacific
region. In cooperationwith South Korea, the United States has initiateda few
concrete steps to relax its traditional policy of containment and isolation
toward North Korea. The Beijing talks have not produced any tangible results
so far; but it is remarkable that despite their profound hostilities and mistrusts.

^^The normalization talks during 1991 were held as follows: first (January 30-31, Pyongyang),
second (March 10-11, Tokyo), third (May 20-22, Beijing), fourth (August 30-September 2,
Beijing),andfifth (November18-19, Beijing).
^^Interviews with high-level South Korean diplomats, Seoul, November 1991.
^Okonogi Ma&2LO,NihontoKitachosen, pp. 172-174. Also Japan Times, August 8,1991.
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the governments of the United States and North Korea are willing to discuss a
number of serious bilateral as well as multilateral issues.

Compared with the United States, Japan has been more forthcoming in its
attempt to normalize diplomatic and economic relations with North Korea.
Yet the Japanese have fully recognized the importance of maintaining good-
neighbor relations with South Korea and of minimizing the political conse
quences of economic conflicts. They have also tried to eradicate the lingering
suspicions that many Koreans, irrespective of their ideological and political
orientations, still have about the motivations behind Japan's Korea policy and
about the possible revival of Japan's military power in Northeast Asia. While
Japan's economic role is expected to loom larger both in South Korea and in
North Korea, the United States has emerged as the only strategic superpower
capable of influencing the military situation on the Korean peninsula.

In order to conceptualize the short-term prospects of U.S. and Japanese
policies toward Korea, one can envision a number of possible scenarios or
options, including (1) the status quo, (2) the Vietnam model, (30 the German
model, and (4) the two-Koreas model. In the status quo scenario the United
States would continue to maintain a fundamentally one-sided pro-Seoul pos
ture and would refuse to significantly change its traditional policy of military
containment, diplomatic nonrecognition, and trade embargo against Pyong
yang. Even if the United States sustains the low-level Beijing talks and per
mits a limited scope of cultural and economic exchanges with North Korea,
there is no immediate likelihood of diplomatic rapprochement between the
two countries. According to this scenario, Japan would continue its normal
ization talks with North Korea but would not move ahead against the
expressed wishes of the United States and South Korea. This scenario would
likely intensify the rivalry between Seoul and Pyongyang and would not elim
inate the "last glacier" of the Cold War confrontations in the Korean penin
sula.

The United States and Japan are equally opposed to the Vietnam-type sce
nario in Korea. In this model, guided by its global and regional security calcu
lations, the United States would employ a variety of direct and indirect means
to prevent North Korea's armed conquest of South Korea. Even if the United
States would carry out a phased reduction of its military forces deployed in
South Korea as prescribed in "A Strategic Framework for the Asian Pacific
Rim," the United States would probably uphold its treaty obligations for
South Korean defense and preserve its nuclear umbrella over South Korea.
After the Persian Gulf War, the United States is determined more than ever
before to repel aggression against its South Korean ally and to protect its vital
interests by military means. In the event of a Vietnam-type scenario develop
ing in Korea, Japan would likely encounter a serious policy dilemma and face
an agonizing decision concerning its outright rearmament with a possible
independent nuclear capability. However, the applicability of the Vietnam
model to Korea remains questionable in part because South Korea enjoys eco-
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nomic and technological superiority over North Korea and has approximate
parity of military strength vis-a-vis North Korea. Moreover, North Korea's
two allies—China and, to a lesser extent, the Russian federation—are
expectedto exercise a moderatinginfluenceover North Korea's possiblemili
tary ambitions. And the success of South Korea's northern policy has weak
ened the political basis of North Korea's alliance system.

The German model stipulates that South Korea quickly absorb North
Korea by peaceful means and that the major foreign powers endorse this uni
directional territorial integration. While South Korea officially disavows this
model, partly because of disruptive economic consequences. North Korea pro
fusely accuses the United States and South Korea of engaging in a conspiracy
to impose the German model on Korea. The North Koreans argue that, unlike
East Germany and other East European countries. North Korea has a unique
socialist system and ideological unity under Kim II Sung's wise leadership.^^
Yet their apprehension about the German-type solution in Korea appears to be
genuine and pervasive.

The U.S. government seems to be somewhat ambivalent and divided
about the desirability and feasibility of applying the German model to Korea.
While the "moderate forces" in the United States tend to agree with the South
Korean government's position that Korea's reunification should be achieved
by a gradual and cumulative method, the "hard-line forces" contend that the
prompt collapse of the North Korean regime would solve all major problems,
particularly the sensitive question of North Korea's nuclear weapons program.
It is widely believed that despite their public prononuncements, the Japanese
are less than enthusiastic about the prospect of Korea's reunification because
they presume that the govemment of a unified Korea could pose a long-term
threat to Japan's national security and economic interests, aggravate the dis
pute over the Tokto (Takeshima) Islands, or manipulate the 700,000 Korean
residents in Japan. If, however, the two Korean governments agree to move
toward peaceful unification, neither the United States nor Japan is expected to
veto or sabotage that process.

Meanwhile, as President Rob, in effect, suggested on July 7, 1988, it is
possible that the United States and Japan may carry out a de facto or de jure
two-Koreas policy in the foreseeable future. According to this scenario, the
United States would continue its friendly and cooperative policy toward South
Korea, while normalizing its diplomatic and economic relations with North
Korea. The United States would not necessarily be required to abrogate its
mutual security treaty with South Korea or to terminate its military roles in
Korea. Needless to say, the two-Koreas option is most attractive to Japan
because that option can satisfy its diplomatic, economic, and security objec
tives in Northeast Asia. Since China and Russia have established diplomatic
relations with South Korea, the four major powers will be able to achieve

'̂ For example, stt Nodong Sinmun, October 28, 1990.
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"cross-recognitions" of Seoul and Pyongyang and to maintain a quadrilateral
balance of power and interests over the Korean peninsula. In this scenario the
United States and Japan would promote the proposal for holding a six-party
conference on Korea, as well as endorse the concept for extending the suc
cessful European experience of confidence-building measures to Korea.^^
The United States and/or Japan might also serve as mediator or broker
between Seoul and Pyongyang. Viewed from the perspective of the closely
intertwined hexagonal linkage in the Korean peninsula, the two-Koreas model
appears to be the most realistic scenario that the United States and Japan can
adopt as a transitional step toward Korea's gradual and peaceful unification.
This scenario is likely to foster the internationalenvironment that can support
and facilitate the Agreement for Reconciliation, Nonaggression and
Exchanges and Cooperation and the Joint Declaration for a Non-Nuclear
Korean Peninsula signed by the two Korean governments in December 1991.

^^For U.S. and Japanese interests in the six-party conference onKorea, see James A. Baker, III,
"America in Asia," ForeignAffairs, Winter 1991, pp. 1-18, and Yoichi Funabashi, "Japan and
the New World Order," Foreign Affairs, Winter 1991, pp. 58-74.



4. Moscow's Policy Lines toward Pyongyang
under Gorbachev

HONGCHAN CHUN

This chapter analyzes Moscow's policy toward Pyongyang under the
leadership of Mikhail Gorbachev. In addition to the analysis of the policy
itself, it pays particular attention to the broader context surrounding the pol
icy, that is, Moscow's approach toward the entire Korean peninsula. An
assumption behind this reasoning is that Moscow's policy changes toward
Pyongyang are closely related to its emerging policies toward Seoul.

The various speculations suggested by specialists regarding Moscow's
future policy balance toward two Koreas can be categorized into three propo
sitions:

1. The Soviet leadership have shifted policy priorities from North to
South Korea. They are ready to accept losing the North in the course
of cultivating a new cooperative relationship with the South.

2. The Soviet leadership are largely divided on the matter. Gorbachev
and his reformist policy makers are generally in agreement on giving
the first priority to normalizing relations with the South, even at the
cost of the North. The conservatives, however, belonging largely to
national security sectors such as the armed forces and the KGB, still
defend the importance of maintaining normal ties with the North.

3. The Soviet government is aiming ultimately at an "equal distance pol
icy" toward the North and the South. Two considerations are behind
this speculation: (1) With diplomatic normalization with the South in
September 1990, Moscow has become the only major power that has
official ties with both Koreas; this situation may provide Moscow
with unique political influence with regard to Korean affairs. The
"equal distance policy" is a natural choice, were Moscow to maintain
such a privileged position; and (2) the Soviet government still cannot
afford to lose the North to China.

Through the analysis of the Gorbachev regime's North Korea policies,
this chapter tries to determine which of the three speculations best approxi
mates the reality of the Soviets' calculations.

52
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'^New Thinking" and the Korean Peninsula

In accordance with his much publicized new foreign policy concept,
called "new thinking" (novoe myshlenie), Gorbachev in 1986 initiated a new
policy line toward Northeast Asia.^ Identifying the USSR as an Asian-Pacific
country with legitimate interest in the region's affairs, the policy suggested
building a new, more cooperative regional order on the basis of a system of
collective security and economic interdependence. As an initial step, the
Soviet Union probed expanded relationships with South Korea (Republic of
Korea; ROK) along with substantial rapprochement with China. Its approach
toward South Korea was also a part of Moscow's changed Third World policy
line since Gorbachev, which has shifted focus from socialist or socialist-ori
ented Third World states to capitalist, more developed countries. That meant,
in short, that the Soviet Union would no longer be restrained by ideology in
dealing with a captialist newly industrializing country (NIC) like South
Korea. Instead, it would pursue a pragmatic policy to maximize its national
interests and expand ties with South Korea. The move developed as far as
holding the first summit meeting with South Korean president Roh Tae Woo
in June 1990 and establishing diplomatic relations with South Korea in Sep
tember of the year. Along with the development in the official relationship,
rapid progress was also registered in economic interactions between the two
states. Among other things, trade volume increased from US$300 million in
1986 to $600 million in 1989 and reached $1.2 billion by the end of 1991.

As said earlier, Moscow's active cultivation of South Korea is a reflection
of its changed Third World policy in which it shows strong interest in improv
ing relations with capitalist, moderately developed countries of the Third
World that have the potential of becoming significant economic partners.
Coimtries like Brazil, Argentina, India, the ASEAN (Association of Southeast
Asian Nations) countries, Saudi Arabia and sheikdoms in the Persian Gulf,
and even Israel are actively courted by the Soviets. In contrast Moscow's tra
ditional socialist allies of the Third World, such as Vietnam, Angola, Mozam
bique, Ethiopia, Afghanistan, and so forth were noticeably sidelined with
much less political and material support from Moscow than before. This redi
rection was a result of the Gorbachev leadership's negative review of the past
performance of Soviet Third World policy maintained under the Brezhnev
government since the mid-1970s. During that period the Soviets actively sup
ported socialist governments or leftist revolutionary forces in the Third World
and were quite successful in expanding the number of pro-Soviet allies in the
Third World regions by the end of the 1970s or the early 1980s. The euphoria.

b?he 1986 beginning is based on Gorbachev's address in Vladivostok in June of that year in
which he expressed Soviet readiness to improve relations with East Asian countries, implicitly
including South Korea and China. A more detailed program was announced in his Krasnoyarsk
address in August 1988 concerning measures for security and economic cooperation among
regional countries.
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however, did not last long. Several factors caused the Soviets to reconsider
their Third World policy centered on the support of socialist forces. Among
others, those socialist allies, which happened to be the poorest countries of the
world, failed to make any noticeable progress in economic development and
political stabilization in spite of enormous material assistance from Moscow.
They were draining the Soviet economy without any realistic hope of develop
ing into viable political-economic systems. When the Soviet economy began
to suffer from falling economic growth rates in the mid-1980s, the cost of
these overseas commitments became burdensome. In addition, the expansion
of Soviet influence in the Third World caused a sharp deterioration in Soviet-
American relations, which in turn triggered an escalation of the arms race and
the demise of detente.^

Upon reevaluation of the past performance of their Soviet Third World
policy, the Gorbachev leadership undertook to redirect it. Moscow not only
ceased to support national liberation struggles conducted by leftist forces but
also greatly reduced its assistance to socialist developing allies. Instead, the
leadership began to depoliticize most issues relating to the Third World and
pay new attention to "the young states which are travelling the capitalist road"
and with which "real grounds of co-operation" exist.^ In this context, the
Soviets began to approach the aforementioned nonsocialist group of countries,
which included South Korea.

North Korea's Status as a Soviet Ally

Official Soviet documents used to classify Third World allies into roughly
four categories on the basis of their levels of socialist construction. First and
second were the countries the Soviet Union treated as "socialist" states with

relatively long histories of socialist development under the guidance of social
ist parties.The first categorycomprisedthose with membership in the Council
for Mutual Economic Assistance (CMEA), the second, those without. To the
former class belonged Mongolia, Cuba, and Vietnam. North Korea, Kampu
chea, and Laos were in the second class. Third were the countries the Soviet
Union called "socialist-oriented" (meaning, not yet socialist) states. They are
firmly committed to socialist principleswith relatively young Marxist-Lenin
ist vanguard parties, large state sectors, and nationalization of foreign capital.
Afghanistan, Nicaragua, Mozambique, South Yemen, Ethiopia, and Angola
belonged to this category. The fourth category comprised anti-Westerncoun
tries with which Moscow maintained close and friendly relations whose mling

^he Gorbachev leadership's reevaluation of Third World policy was well studied in Roger E.
Kanet, "The Evolution of Soviet Policy toward the Developing World from Stalin to Brezhnev,"
in TheLimits of Soviet Power in the Developing World, ed. Edward A. Kolodziej and Roger E.
Kanet (London: Macmillan, 1989).
^"The Programme of the Communist Party of theSoviet Union: A New Edition," New Times, no.
12(1986), p. 43.
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elites, however, were not committed Marxists and which did not establish
Marxist-Leninist vanguard parties, either. Therefore, they did not aspire to
build communist states. Some of these countries were too underdeveloped to
adopt Marxism. Still, however, because of their anti-Western orientation and/
or geostrategic importance, Moscow maintained close ties with them. Coun
tries like Madagascar, Benen, Syria, Algeria, Libya, Tanzania, and Guinea
belonged to this category.

Being a second-category ally in this classification (i.e., a socialist ally
without CMEA membership). North Korea (Democratic People's Republic of
Korea; DPRK) used to enjoy considerable status as one of Moscow's highly
important allies. North Korea was the only Third World country liberated by
the Soviet Red Army after World War II, and its leaders were trained and
placed in power by the Soviets themselves from the beginning. Its importance
was further enhanced during the Cold War period by its geostrategic role as
the spearhead of the communist bloc directly confronting the U.S. contain
ment network in East Asia. Moreover, because of its proximity to China,
North Korea assumed extra value for the Soviets in the course of the Sino-

Soviet dispute. It is true, however, that despite all those affinities, Soviet-
North Korean relations were not always cordial. Two things are relatively
clear nonetheless: Moscow never belittled Pyongyang's signficance as an ally,
and Pyongyang could hardly envisage a fundamental transformation of its
relationship with Moscow.

The clearest proof of Pyongyang's prominence as a Soviet ally was the
amount of material assistance Moscow used to provide to North Korea since
World War II. In brief, the Soviet Union shouldered almost by itself the task
of the North Korean economic buildup since the latter's liberation in 1945.
Not too much statistical data are available as to Soviet economic assistance to

North Korea, but that revealed indeed confirms the extraordinary degree of
Soviet contribution to the North Korean economy. For instance, in the area of
credit extension. North Korea received a total of 3 billion rubles for the period
from 1949 to 1990. (Of that. North Korea has paid back less than 2.2 billion
rubles.) Some seventy major industrial projects have been built in North
Korea with the Soviet Union's assistance, which involved an extra 1.3 billion

rubles and more than 3,000 blueprints. Those industrial facilities constitute
the backbone of the North Korean economy. In total, they produce more than
25 percent of the coimtry's industrial output: 63 percent of electricity, 50 per
cent of oil products and coal, more than 40 percent of steel and steel products,
100 percent ofaluminum products, and 20 percent ofcloth."^ As the result, the
Soviet Union remains by far the DPRK's biggest trade partner to this day,
accounting for 40-50 percent of North Korea's foreign trade turnover.

"^Most of these datawere revealed by theSoviets in March 1989 on theoccasion of thefortieth
anniversary of the Soviet-North Korean treaty of economic and cultural cooperation, Pravda,
March 12,1989; Pravda, March 17,1989, p. 6 (2d ed.).
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In addition to the generous material assistance, the Soviet Union also
played the role of patron on behalf of North Korea in international arenas. The
Soviets have invariably supported and defended North Korean positions and
policies whenever and wherever necessary. Most conspicuously, on issues
relating to the unification of the Korean peninsula and its security, Moscow's
backing of North Korean positions, in opposition to South Korean ones, bor
dered on being automatic and mechanical. The Soviet leadership praised
almost any North Korean policies and offers as constructive and peace-ori
ented, while it chorused with Pyongyang in criticizing South Korea and the
United States for "perpetuating" the division and raising military tension in
the peninsula. In particular. North Korea's calls for "the confederal unification
plan," withdrawal of U.S. forces from the South, establishment of the penin
sula as a nuclear-free zone, and denunciation of the Team Spirit exercises
received unqualified and steadfast support from Moscow.

The Soviets' Changing Perceptions of
North Korea

Changes in Moscow's North Korean policy were gradual, accompanied by
pressure from nongovernmental sectors. Soviet journalists and academicians
played leading roles in forming a mood in the Soviet society for governmental
policy changes under the new freedom of glasnost.

In 1987 a Soviet press report made an unprecedented negative appraisal of
the North Korean economic system. The Pravda report of April 14, while
commending the North Korean people's tremendous efforts for economic
development, pointed out problems in the North Korean economy.

A great deal has been done. Still more will have to be done. There are many
unsolved economic problems. This is stated in party documents and press arti
cles. They point in particular to the need to expand the raw material base by
developing the mining industry on a preferential basis. Power engineering is
also failing to adequately meet the national economy's needs, even though it is
developing at a rapid rate. The question of further improving the work of
transportation is acute. The intensification of agricultural production requires
considerable effort.^

This was followed by similar reports in various Soviet news media.
Another Pravda report disclosed a serious grain problem in North Korea.^
Izvestiya printed a cynical article about the North Korean political system.
The article denounced the North Korean practice of monumentalism, which it
closely related to Kim 11 Sung's personality cult, as a Stalinist practice. The
article took a sarcastic tone regarding North Korea's ineffective economic

^Pravda, April 14,1987, p. 4 (2d ed), as cited in Foreign Broadcast Information Service, Daily
Report—Soviet Union (FBIS-SOV), May 4,1987, C2.
^Pravda, October 7,1987, p.5 (2ded.), ascited inFBIS-SOV-87-204, p. 18.
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system, chronic food shortages, and totalitarian control of citizens' lives. In
March 1988, Ekonomicheskaya Gazeta carried an editorial by V. Moiseyev,
an economist, in which he depicted the USSR-DPRK economic cooperation
system as unproductive and disappointing and called for its fundamental revi
sion.^ Signs of growing discomfort in their bilateral relations also began to
surface on the North Korean side. Chong Song-nam, DPRK minister of Exter
nal Economic Affairs, indicated dissatisfaction on the state of their economic
relations and called for rapid restructuring of the whole range of trade, eco
nomic, scientific, and technical ties between the USSR and the DPRK.^ The
Soviet Union's replacement of its ambassador to Pyongyang in November
1987 with no explanation could also be interpreted as a symptom of such a
trend. The general deterioration in their relations appeared more explicit at the
time of the visit to Moscow of Kim Yong-nam, the DPRK foreign minister. In
spite of the official expression of general satisfaction at the development of
cooperation between the two countries, their talks were reported as having
taken place in a "businesslike, comradely" atmosphere, which are widely
regarded as diplomatic code words for a less than cordial or conflictual atmo
sphere. Moreover, throughout the visit, the Soviet side did not articulate its
regular support for North Korea's call for the withdrawal of U.S. troops and
nuclear weapons from South Korea. The absence seemed conspicuous to out
side watchers, given the fact that the Soviets had never failed to include such
support intheir statements supporting North Korea.^®

Signs of growing conflict became more apparent after the summer of
1988 as the Soviet-South Korean rapprochement began in the wake of Gor
bachev's Krasnoyarsk address and Soviet participation in the Seoul Olympic
Games. A symbolic event in this context was E. A. Shevardnadze's visit to
Pyongyang in December 1988. Throughout his conversations with North
Korean leaders, it seemed, there was no satisfactory agreement on economic
cooperation. The following sentences in a Soviet report are noteworthy:

The issues of bilateral relations between the USSR and the DPRK were exam

ined concretely.... Eduard Shevardnadze and Kim Il-Sung agreed that the
frank, comradely and businesslike discussion of all issues ... will help to
continue building fraternal Soviet-[North] Korean relations on a firm founda
tion. [emphasis added]

In the report their pronouncements of "complete unity of views" were
largely limited to security issues of Northeast Asia and the Korean peninsula.
Shevardnadze did voice Moscow's traditional support for North Korea's uni
fication policies; however, he also advised North Korean leaders to take a

^Izvestiya, December 27,1987(morning ed.), as cited inFBIS-SOV-88-003, p. 8.
^Ekonimicheskaya Gazeta, no. 11, March 10,1988, p. 23, ascited inFBIS-SOV-88-057, p. 15.
^Izvestiya, October 18,1987, p.5 (morning ed.), ascited inFBIS-SOV-87-203, p. 22.
^^Pravda, April 30,1988, p.4 (2ded.), ascited in FBIS-SOV-88-084, p. 21.
^4ass,December 23, 1988, as cited in FBIS-SOV-88-248, p. 11.
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realistic, nondogmatic approach to the unification matter. It appeared that he
tried hard to convince the North Korean leadership on that score.

We are convinced that a constructive approach to the settlement in the Korean
peninsula on the basis of soberly taking into account the existing realities ...
creates new opportunities for insuring peace and stability, [emphasis added]

After Shevardnadze's December 1988 visit to Pyongyang, an interesting
phenomenon emerged in the Soviet mass media. On one hand, there were con
spicuously fewer reports on North Korea. On the other hand, those published
or broadcast were more straightforwardly critical of North Korea. Soviet cor
respondents stationed in Pyongyang at the time attributed the reduction in the
number of Soviet press reports on North Korea to the growing conflict
between Moscow and Pyongyang and the latter's restriction on Soviet journal
ists' activities in North Korea. According to Alexksandr Levin, a Tass
reporter, the North Korean authorities were annoyed at Soviet reports that crit
icized North Korea and revealed so-far hidden facts that might well shake the
legitimacy of the North Korean leadership.^^ Thus, it is understandable that
their reports had an even more acrimonious tone afterward.

Some articles called for fundamental revision in dealing with Korean
affairs, emphasizing more factual and truthful reports free from the political
considerations or ideological imperatives that had colored such reports in the
past. For example, an article in New Times criticized Soviet joumalists for
accepting only North Korean versions of Korean affairs to avoid irritating
North Korean leadership. As an example, its author, Leonid Mlechin, referred
to the Soviet journalists' distorted reports on the Korean War. He argued that
time was now ripe to take a more balanced and unbiased attitude in reporting
Korean affairs. He even warned the Soviet government to stop the former
practice of unconditionally supporting the North Korean regime and not to
repeat the same mistake the Soviet government had made with Romania:

To lessen the possible shock, joumalists and historians should forget about
considerations of political expediency. What took place, and is taking place, in
the Korean peninsula should be described honestly, and diplomats should not
feel hurt: unpleasant explanations which Moscow may have to give to
Pyongyang today will make it easier to establish friendly ties with a united
Korea tomorrow.... Moscow is doing its best not to irritate Pyongyang. For
this reason national papers and magazines give a rosy picture of the situation
in North Korea.... The current anti-Soviet sentiments in Romania can be

interpreted as a reaction to Moscow's long silence and to the decoration of
Ceausescu with the Order of Lenin on several occasions.

i^Ibid., p. 12.
^^Moscow International Service (in Korean), april 1990, as cited in FBIS-SOV-90-084, pp. 24-
25. The dispute between North Korean authorities and Soviet joumalists led finally to the closing
of Pyongyang offices of three major Soviet presses—Novosti news agency, Komsomolskaya
Pravda, and Izvestiya—in December 1990.
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Many other articles voiced specific criticisms of the North Korean system
itself, most commonly its ineffective economic systems and disappointing
performance as a Soviet economic partner. The following is typical in that
regard:

In the aspects of trade and economic relations between the two countries,
some problems occurred because the Korean side chronically broke the agree
ment in supplying goods to the Soviet Union. This is increasing... in the
bilateral payment relations, and this is becoming a negative factor in [eco
nomic relations] for the Soviet enterprises, which use such goods as raw
materials.

Others were more sweeping in criticizing Pyongyang as an economic
partner and even called for a fundamental change in economic relations with
Pyongyang.

The Soviet-DPRK cultural exchange program was also criticized. On the
forty-first anniversary of the signing of the agreement for economic and cul
tural cooperation between the Soviet Union and the DPRK, North Korea was
denounced for not fulfilling its agreement duties.^^

North Korea's unification policies and Moscow's hitherto blind support of
them also became subjects of the Soviet journalists' criticism. For instance,
regarding the DPRK's consistent and uncompromising demand to begin with
more complicated questions such as reducing the armed forces of the North
and the South, withdrawing the U.S. troops and nuclear weapons from South
Korea, and the like, a radio commentator said:

If one is a realist, he must admit that an immediate settlement of such issues is

impossible after the bitter confrontation has continued for many decades.
Accordingly, next comes the natural question of whether it wouldn't be better
to begin with small steps, to proceed from small matters to big matters, and to
proceed from simple things to complicated things.

This argument was a virtual endorsement of the South Korean approach to
the unification issue.

Human rights abuses in the DPRK were also noted. Novoe Vremya pub
lished an article signed by its editor, Leonid Muretin. It quoted an Amnesty
International report that more than a hundred thousand people, including
political prisoners, were being detained in concentration camps in North
Korea. The article argued that there were no longer commonalities between
the Soviet Union and the DPRK. Noting that the alliance relationship was

^^New Times, no. 10, March 6-12, 1990, pp. 19-21.
^^Moscow International Service (in Korean), March 17,1990, ascited inFBIS-SOV-90-076, pp.
11-12.

^^Moscow International Service (in Korean), March 15, 1990, as cited in FBIS-SOV-90-053, p.
20.

^^Moscow International Service (in Korean), April 28, 1990, as cited in FBIS-SOV-90-084,
pp. 23-24.



60 Moscow's Policy Lines toward Pyongyang under Gorbachev

limited to a military strategy that only contributed to maintaining the Cold
War structure in the Far East, the article called for a fundamental change of
their military alliance relationship as weU.^^

Together with the journalists' call for a general revision of Moscow's
North Korean policy, academicians' voices also contributed to forming a new
perceptionof North Korea in Soviet societyon one handand buildingpressure
on the Soviet leadership on the other. Of academicians, historians and econo
mists were most vocal in this regard. Some historians divulged hitherto secret
historical facts about North Korea. Georgiy Plotnikov, for example, revealed
critical pieces of historicalfacts contradictingNorth Korean officialpositions.
For instance, while North Korean authorities had long argued that Korea had
been liberated from Japanese occupation largely thanks to Kim II Sung's
heroic waging of anti-Japanese warfare, Plotnikov testified that it was the
Soviet Red Army, not Kim's guerrilla band, that conducted the main assaults
against the Japanese army in the northeast of the Korean peninsula and deci
sively influenced its surrender. Furthermore, he explicitly criticized the pur
poseful distortion of the historical fact by the North Korean government,
which exaggerated out of proportion Kim's role and ignored the enormous
contribution andsacrifice of the Soviets.^^

Another major historical item reinterpretedby some Soviet scholars to the
same effect was the question of the origin of the Korean War. For instance,
Mikhail Smimov, describing the historical background of the 1950-53 war,
took a revisionist view that the North Korean side started the war and criti

cized the Soviet government's erstwhile distortion of the event to appease
Pyongyang:

The Pyongyang side prepared this war.Over this issue, the study of historyin
the Soviet Union has had the following view: that is, approximately 10 divi
sions of the South Korean armed forces launched a surprise attack across the
39th parallel against the North Korean territory early on the morning of 25
June 1950. I think that all of this is contrary to fact. I think the fact that we
have persistenly maintained this view for many years can only be explained
by the fact that ideology has playedan excessive role in the overallaspects of
the study of history and, in particular, Soviet-[North] Korean relations.^®

A number of economists joined with historians in providing new perspec
tives on North Korea. A most notable case was a call for a fundamental

restructuring of Soviet economic relations with North Korea. N. Bahanova
made the following case, for instance:

^^Novoe Vremya, June23,1990,ascited in FBIS-SOV-90-122, p. 22.
^^Moscow International Service (in Korean), March 20, 1990, as cited in FBIS-SOV-90-059,
pp. 17-19.
^Moscow International Service(in Korean), April 21, 1990, as cited in FBIS-SOV-90-078, pp.
24-25.
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Let us be frank and say that Korean contracting parties have not always been
meticulous in fulfilling their obligations. They sometimes fail to supply the
USSR with commodities that can be sold in the West for freely convertible
currency.... Moreover, its debts are generally deferred or simply written
off The structure of technical aid was not noted for its rationality: Almost
60 percent of the funds were spent on power engineering and ferrous metal
lurgy, while only 10 percent was spent on machine building and 3 percent on
light industry. Thus, USSR-DPRK cooperation had little to do with the imple
mentation of the main goal of socialism—increasing the working people's
standard of living. ... People in Pyongyang have never, incidentally, been
totally satisfied with Soviet aid. There have been complaints of Soviet
attempts to foist "unacceptable experience" on its partner and subject it to
political control, complaints of shipments of obsolete and hyperexpensive
equipment from the Soviet Union, and complaints of procurements of Korean
goods at reduced prices.... It is time to move on from technical aid deter
mined by willful decisions from above to creating joint enterprises, involving
interested economic organizations from the USSR and the DPRK.^^

There also were revisionist voices concerning North Korea from interna
tional relations specialists. Regarding the unification problem, George F.
Kunadze, a section chief of the IMEMO (Institute of World Economy and
International Relations) of the Soviet Academy of Sciences, criticized North
Korea's claim that South Korea's proposal that the North and the South
together enter the UN would lead to the permanent division of the Korean
peninsula. He further noted that in his view. South Korea is a sovereign nation
under intemational law and that Moscow should refrain from vetoing Seoul's
unilateral admission to the United Nations.^^

Journalists' and academicians' arguments of this sort seemed to contrib
ute to forming a policy environment that facilitated a new policy line by the
Gorbachev government with regard to North Korea. Now we turn to govern
mental policy changes.

Moscow's New Policy Lines toward North
Korea: Changes and Continuities

Changes

At the early stage of the Gorbachev regime, at least until about mid-1987,
official relations between the USSR and the DPRK gave no indication of a
dispute between the two countries. The two sides exchanged official delega
tions at various levels as usual. The atmosphere of their meetings appeared
friendly, too. For instance, in November 1985 the two countries concluded a
new economic assistance pact which included, among other things, Soviet
economic and technical help for building nuclear power facilities. At the end

^^Pravda, August 1990, p. 5 (2d ed.).
^^Kyodo News Service, October 28,1989, as cited inFBIS-SOV-89-208, pp. 15-16.



62 Moscow's Policy Lines toward Pyongyangunder Gorbachev

of 1985 when the North Korean vice-prime minister, Kang Sung-san, visited
Moscow, they agreed to increase their 1986-90 trade volume by more than
100percent over that of the 1981-86 period. The two sides even called the
agreement "an epochal occasion of cooperative relations in the economic
field." After Gorbachev's Vladivostok address in July of 1986, Kim II Sung
visited the Soviet Union in October, the second time in two years. At that time
he expressed unequivocal support for Gorbachev's Vladivostok peace initia
tives as wellas hisperestroika efforts. Kimalsostatedhisconfidence in North
Korea's friendly relationship with the Soviet Union in the future:

The Korean people are sincerely pleased with the newrevolutionary changes
which have recently occurred in the Soviet Union, and express the wish that
the fraternal Soviet people... will achieve impressive successes in the
future The relations of friendship and cooperation between the peoples of
the two countries, Korea and the Soviet Union, are currently rising to a new
level of development... [and] experiencing all-around flourishing in all
spheres of politicis, the economy, culture, andmilitary matters Last July
Comrade Mikhail Gorbachev, speaking in Vladivostok, devoted serious atten
tionto the development of thesituation in the Korean peninsula andits adjoin
ing regions, condemned theU.S. intrigues aimed at building up nuclear arms
in South Korea and knocking together a United States-Japan-South Korea
militarytriangle This is a great inspiration for our people who are strug
gling for the independent peaceful unification of the motherland.^^

Kim 11 Sung's 1986 Moscow visit seemed to reinforce the twocountries'
ties. Following thevisit, the twosideshelda series of working-level meetings
to implement summit agreements. InMarch 1987, Kim declared that "therela
tions of friendship andcooperation between the DPRK and the Soviet Union
aredeepening and developing in all spheres of politics, theeconomy, andcul
ture.

The first noticeable policy reversal was detected in 1987 in one key area
of their bilateral relations, Soviet aid to North Korea. A study discovered that
Soviet aid to North Korea, which was estimated at US$96 million in 1985,
recorded a sharp drop in 1987 to $62 million. In fact, thefallwas steeper if the
1987figure is adjusted on thebasis of the 1985 pricesand exchange rates—as
low as $24 million, adrop of almost 75 percent (see table 1).^^

A brief look at the table indicates one striking thing about the North
Korean case. Based on the 1985 rate, Moscow's total aid given to Third World
allies was reduced only slightly between 1985 and 1987. Also, of the major
recipients listed in the table, some countries (Mongolia, Vietnam, Kampuchea)
received increased amounts of aid; others (Cuba, Afghanistan, Laos) experi-

^Pravda, October 27,1986, p. 2 (1sted.),as citedin FBIS-SOV, October 28,1986,C6.
^Pravda, March31, 1987,p. 5 (2ded.), as cited in FBIS-SOV, April 7, 1987,Cl.
^Giovanni Graziani, Gorbachev's Economic Strategy in the Third World (New York: Praeger,
1990), p. 21.
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Table 1

Estimated Soviet Aid to North Korea and Other Third World Allies, 1985-S7

($ millions)

Country 1985 1986 1987 1986* 1987*

North Korea 96 123 62 101 24

Cuba 655 532 656 383 400

Mongolia 550 706 804 581 588

Vietnam 1,056 1,457 1,811 1,217 1,397

Afghanistan 219 283 200 233 114

Kampuchea 98 150 161 128 123

Laos 99 81 110 58 71

Aid Total** 3,664 4,600 4,961 3,767 3,525

*Adjusted volume; 1985 prices and exchange rates
** Total Soviet aid provided to all developing countries.
SOURCE: OCED, Development Co-operation (1988 Report) (Paris, December
1988).

enced only small reductions. Thus, the North Korean case, which recorded as
much as a 75 percent reduction, appears as a conspicuous exception. No pub
lic explanation is found about that reduction; Soviet and North Korean sources
alike have kept silent about the reason. It could be interpreted in a purely eco
nomic sense, an inevitable result of Moscow's own economic difficulties. But

this argument is not convincing enough, given such an exceptional drop.
Therefore, a noneconomic consideration was probably involved, which could
be construed as follows: As a staunch Stalinist system and a country in North
east Asia, where the Soviet Union now wishes to create a new, cooperative
regional order. North Korea was purposefully selected. In other words, by
greatly reducing its economic aid, the Soviet Union hoped to prod North
Korea to reform its economic operating system and open itself to regional eco
nomic interactions rather than rely too much on Moscow's subsidized trade or
aid.
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In retrospect, this aid reduction of 1987 was a prelude to a new policy. The
watershed of this policy can be seen in the first Gorbachev-Roh Tae Woo
summit in San Francisco in June 1990, a while after Soviet journalists and
academicians had published revisionist reports on North Korea. As the Soviet
Union's steady improvement of its relations with South Korea moved toward
diplomatic normalization, the Soviet government began to spell out its posi
tion toward Pyongyang more distinctly. Thereafter Moscow increased its pres
sure upon the North Korean government to elicit the latter's reform. The
pressure consisted largely of two elements: releasing some Soviet archival
material on the past history of the Pyongyang regime, which could contribute
to weakening its legitimacy; and changing Soviet trade policy vis-a-vis North
Korea.

As mentioned earlier, historians began to publish articles refuting North
Korea's official versions of some crucial historical events and thus shaking
myths upholding the regime. Although the authors' interpretations did not
represent Moscow's official views, the trend nonetheless could be significant
in the context of Moscow's new direction in its North Korean policy. The
release of the archival material on which these academicians' articles were

based would not have been possible without governmental permission. More
over, the release appears quite selective so far; more critical facts (e.g., what
Kim 11 Sung did in the Soviet Union between 1941 and 1945) still have not
been disclosed. In other words, the release itself seemed controlled by the
Soviet authorities. There is here a clear implication that the Gorbachev gov
ernment encouraged reform-minded historians to conduct such revisionist
research on North Korea.

The same could be said of journalists' growing criticism of North Korea.
It is true that such reports were possible with the general introduction of glas-
nost and the loosening of censorship in the Soviet mass media as a whole. In
that sense, objective reports on North Korea were not a peculiar development.
But the fact that official organs like the newspapers Pravda and Izvestiya and
the Moscow International Service took the lead in publishing and broadcast
ing such new types of reports deserves some consideration; those media, nei
ther totally independent nor generally radical ones, were still under substantial
governmental control. These facts indicate that government authorities
allowed, perhaps even encouraged, the dissemination of such reports. Further
more, those critical reports broadcast through Moscow International Service
were in Korean. In other words, they were specifically directed at Korea,
including of course the North Korean people. In that way the reports could
affect North Korea. Therefore, it is quite possible that such broadcasting was
approved, if not initiated, by a govemmental authority on purpose.

If the Soviet govemment stayed in the background in controlling the
archive opening or press reports, it played an active role in making a crucial
policy change vis-a-vis North Korea, particularly in trade. In addition to the
drastic reduction in the volume of Moscow's economic aid to Pyongyang
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since 1987, the Soviet Union enacted a fundamental restructuring of its eco
nomic relations with North Korea at the twenty-fourth session of the intergov
ernmental Soviet-North Korean consultative commission on economic,

scientific, and technical issues, which took place in Pyongyang April 24-27,
1990. The two sides concluded an important agreement to conduct mutual
trade at world market prices and make payments in freely convertible curren
cies. The agreement was given substance at a meeting in November 1990 in
Moscow in which the two sides agreed to set up a new organization for the
transition from a hitherto barter trade system to a practice of paying and
accounting with transferrable currencies at world market prices.

The change was initiated by the Soviet side ostensibly for economic rea
sons. There indeed were justifiable economic reasons. Among others, in the
course of barter trade relations North Korea has accumulated a substantial

debt (more than 2 million rubles) to the Soviet Union. That resulted largely
from the DPRK's failure to deliver goods to the USSR in return for imports
from it. In addition to the debt itself, the delayed delivery frustrated the Sovi
ets because the deliveries were indispensable parts for Soviet products. Given
these problems, hard-currency accounting would not only eliminate the debt
problem but also prevent the negative chain reactions affecting Soviet enter
prises. Aleksandr Trofimov, Soviet trade representative to the negotiations
with North Korea on this matter, said:

The debt the DFRK owes to the Soviet Union is one of the most complicated
issues.... A transition to a practice of making payments with transferable
currency and of accounting with the world market prices will change the situ
ation fundamentally.^^

Although the transition was dictated largely by the aforementioned eco
nomic considerations, it can hardly be regarded as neutral in political terms.
While it will certainly solve two major problems for the Soviets, it will cause
almost unsurmountable problems for the North Koreans. First and most
important. North Korea already suffers from a severe hard-currency shortage.
Second, North Korea has a trade deficit vis-a-vis the Soviet Union of about 66

percent even atsubsidized prices.^^ Inaddition. North Korea's overall import-
dependency on the Soviet Union amounts to about 55 percent.^® Third, the
imports from the USSR consist largely of vital industrial raw materials such
as oil, oil products, machinery, transportation equipments, plant facilities, cot
ton, and so forth. Imports from the Soviet Union are therefore critically

^Moscow International Service (inKorean), November 14,1990, ascited inFBIS-SOV-90-225,
p. 12.

of 1989, North Korean export to the Soviet Union was about US$900 million while its
import recorded about $1.5 billion. Source: Bukhan mit Jubyon Jeongse Donghyang (North
Korea and the Changing Trends Surrounding It), Guk-Tong-Jo 90-12-14 (Korean Unification
Board, 1990), p. 305.
^Ibid,p.310.
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important for North Korean industry. With its general shortage in convertible
hard currencies, North Korea will have serious difficulty in finding alternative
suppliers of such goods. With all these factors considered, the change in the
payments arrangements, which was supposed to be effective from 1991, will
inflict a heavy blow on the North Korean economy. In effect, it was tanta
mount to driving North Korea to economic breakdown. From the North
Korean standpoint, it was a cruel decision from an erstwhile ally.

So far, however, there has been no explicit sign of the Soviet Union's
using its new trade policy explicitly as leverage to pressure North Korea to
take policies, domestic and foreign, more concordant with Soviet long-term
designs for the Korean peninsula and Northeast Asia—that is, policies for
domestic reform and a flexible approach to unification. In other words, the
Soviets are not linking the trade policy with other policy goals for now but
simply transforming their bilateral economic relationship from that of socialist
brothers to equal business partners.

Shevardnadze's visit to Pyongyang in September 1990 confirmed the
cooled atmosphere in the Moscow-Pyongyang relationship. The visit was
made primarily to inform the North Korean leadership of the Soviet plan to
establish diplomatic relations with South Korea and to advise the North
Korean leadership to shake off its Stalinist dogmatism and make the necessary
adaptation to the post-Cold War international environment. There were plenty
of signs that he failed to convince the North Korean leadership to accept the
new reality. They refused to accept Soviet normalization of diplomatic rela
tions with Seoul and viewed the Soviet move as perpetuating "two Koreas" on
the peninsula. As a result, Shevardnadze did not meet with Kim II Sung. He
did meet with his counterpart, Kim Yong-nam, a meeting he described as
"useful and necessary," which was quite an unusual expression for an official
conference between Moscow and Pyongyang authorities. After the meeting
Moscow formulated its position on the question as follows: "The USSR is a
sovereign state, and decides its own foreign policy independently. If Moscow
chooses to open an embassy in Seoul we will not ask North Korea's permis
sion to do so."^^

Continuities

These changes, however serious they might be, did not spill over into
other areas of Soviet-North Korean relations in a consistent and sweeping
way. In the first place, Soviet officials made it clear that the USSR was inter
ested in normal relations with the DPRK and would seek to preserve existing
links.^® Indeed, in spite of the noticeably cooled relationship as a whole, the
two sides maintained close cooperation at least in one area—military coopera
tion. The Soviet Union continued to provide advanced conventional weapons

^^Izvestiya, September 12,1990, p. 5 (morning ed.).
^°Ibid.
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in quantity to North Korea under the Gorbachev leadership. Particularly sig
nificant was the delivery of sophisticated weapons such as MiG-29s and Su-
25s. In 1988 alone North Korea received 30 MiG-29s, 18 Su-25s, 240 Scud-B
missiles, 240 AA-7 Apex missiles to equip Mig-29s, and 720 AA-8 Aphid
missiles toarm MiG-29s and Su-25s.^^ Their delivery in 1988 was especially
noteworthy because, as noted above, Moscow began to drastically reduce its
economic aid to Pyongyang after 1987. This apparent contradiction indicates
that military cooperation was handled in the Soviet govemment separately
from other relations in civilian areas. It is true that those deliveries were made

before Gorbachev's Krasnoyarsk address (September 16,1988), which signi
fied the Soviet government's new policy toward the Korean peninsula, and
that no major arms transfer has since been recorded. It is significant to note,
however, a statement made by Y. Maslyukov, Soviet deputy prime minister,
when he visited Seoul in January 1991 that the Soviet Union would continue
to provide North Korea with conventional weapons ifrequested.^^

In addition, the two countries continued to maintain close cooperation in
naval activities until late 1991. Soviet Pacific Fleet warships regularly visit
Wonsan and other North Korean naval bases; in return the North Korean navy
sent its counterparts to Vladivostok as frequently. Interestingly, the frequency
did not abate in spite of general deterioration in political-economic relations
between the two countries until late 1991. Furthermore, while North Korea
and the Soviet Union severely criticized the Team Spirit exercise between the
South Korean and U.S. armed forces, the USSR and DPRK conducted joint
naval exercises in the East Sea since 1986. Although their joint naval exercise
was not held in 1990, exchanges of naval units continued as late as June
199133

The third major area of Soviet-DPRK military cooperation involves con
tinued exchanges of major military officials. Particularly notable exchanges
were made between their general political bureaus of the armies, political
functionaries of their armies. On April 21, 1990, a military attache at the
North Korean embassy in Moscow commented:

In particular, I believe that the relations of cooperationbetween the navies of
our two countries has favorably developed. Moreover, through mutual visits
between the services and branches we have gained good experiences and we
are mutually dependent.... The cooperation between the General Political
Bureaus of the armies of the two countries is also being carried out at a high
level. We are very satisfied with the fact that the cooperation between the

^^Stockholm International Peace Research Institute,SIPRI Yearbook 1989: WorldArmaments and
Disarmament (London: Oxford University Press, 1989), pp. 256-247.
^^Naewoe Press(weekly ed.), no. 751, July 5,1991, D5.
^^Conceming the absence of joint naval exercise in 1990 the prevailing view is that the North
Korean side, not the Soviet side, probably refused to hold it as a protest to the rapid Soviet-South
Korean rapprochement.
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political functionaries in the armies of the two countries is very favorably
developing.

The special tie between the two countries' general polticial bureaus of
their armed forces was seen as late as May 1991, when the North Korean del
egation paid a visit to Moscow and was received by Soviet defense minister
General D. T. Yazov.

In addition, Soviet-DPRK military cooperation was also confirmed at the
highest levels of their armed forces even after the general deterioration in their
political relations. For instance, Soviet army general K. A. Kochetov, first
deputy minister of defense, led a Soviet military delegation to North Korea
during January 10-15, 1991. Given the state of Soviet-DPRK political rela
tions at the time, his delegation's visit was significant enough in itself. But it is
particularly noteworthy that he supported North Korean positions on sensitive
issues such as withdrawal of U.S. forces from the South, making a nuclear-
free zone of the peninsula, and the like at a time when the Soviet government
had ceased endorsing such positions. Furthermore, the Soviet general empha
sized the importance of the development and strengthening of friendship
between the armies of the two countries.^^

As a matter of fact, of all Soviet institutions, the military had been the
most vocal and consistent supporter of North Korean positions on almost all
issues through its organ Krasnaya Zvezda. Of major Soviet mass media, Kras-
naya Zvezda has been by far the strongest and most consistent supporter of
North Korea on a variety of issues. Not only does it frequently cover North
Korean affairs, but it strongly endorses North Korean positions. It has main
tained this position while many other Soviet mass media have begun to
diverge from their past tradition and publish critical reports on North Korea on
a number of issues. Particularly, the Soviet Union's consistent support of
Pyongyang's call for the withdrawal of U.S. troops and nuclear weapons from
South Korea has been put forward largely through the military organ.

Signs of the continued cooperative relationship in the military sectors
were also revealed as late as July 1991, at the time of the thirtieth anniversary
of the USSR-DPRK Treaty on Friendship, Cooperation, and Mutual Assis
tance. Because of the general estrangment between the two countries, anniver
sary festivities were much smaller than before. Notably, the North Korean
Ministry of Defense, not the government, as had been the case in the past, was
in charge of organizing the celebration, signifying that the countries' military
sectors have remained closely linked even in the midst of deteriorating bilat
eral relations.

^Moscow International Service (in Korean), April 21, 1990, ascited inFBIS-SOV-90-086, pp.
10-11.

^^Tass, January 13,1991, ascited inFBIS-SOV-91-010, p. 10.
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Interpretations

Judging from the above analysis, we can interpret the new Soviet policy
toward North Korea as follows: Its general direction seems to be transforming
their bilateral relationship from that of socialist allies to a businesslike one
between equal states. From the North Korean standpoint, the change was not
easily acceptable, however: first of all, it was accompanied by Soviet—South
Korean rapprochement; second, it involved economically harsh measures
such as radical reduction of economic aid and hard currency-based trade; and
third, the change, being a part of Gorbachev's reform package, broughtwith it
ideological pressures upon North Korea. Therefore, it was bound to cause
serious tension in their relations.

On the part of the Soviet Union, however, it seems that the policy change
was not meant to be seen as abandoning Pyongyang in favor of Seoul. From
the Soviets' standpoint, a desired byproduct of the policy change might well
be expediting reforms in North Korea and thus transformingits anachronistic,
Stalinist system into a more open one; such a transformation would greatly
contribute to building a new, cooperative international system in East Asia,
which Gorbachev professed to be his long-term policy goal in the region. As
groundwork for building such a new system, Moscow wanted to begin with
measures for stabilizing its immediate neighboring area, Northeast Asia,
where tension is especially high because of the heavy concentration of the
armed forces of regional countries (two Koreas, China, Japan, and the Soviet
Union) plus U.S. forces deployed in South Korea and Japan. Under the cir
cumstance, Moscow's primary agenda included developing a multilateral
arms-control process on one hand and reducing tension, particularly on the
Koreanpeninsula,on the other.In this context,Moscow's ultimatepolicygoal
toward North Korea might well be to bring it around to embracing the princi
ple of peaceful coexistence with the South and adopting a more flexible
stance on the unification problem. That is important not just for the stabiliza
tion of the Korean peninsula itself, but for the successful progress of the mul
tilateral arms-control process in the area. The stabilization of the Korean
peninsula is an important precondition for the withdrawal of American forces
in South Korea and Japan, which, in turn, could easily lead to the multilateral
arms-control process Moscow has offered for the region.

To this end the Soviets have implemented a three-pronged strategy. First,
they have evoked a new perception in Soviet society of North Korea by facil
itating the publication of revisionist joumalists and historians. Alongside this,
they have employed governmental actions, both "hard" and "soft"
approaches, to induce the desired systemic change in North Korea. Among
other hard measures, the Soviets radically reduced economic aid in 1987 and
fundamentally changed their bilateral trade policy in 1990. For soft measures,
the Soviets tried to convince the North Korean leaders that reform was inevi

table for them to survive in a new international order, as was seen, for
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instance, at the time of Shevardnadze's visits to Pyongyang. Moscow's soft
approach was also seen on many other diplomatic occasions when Soviet offi
cials declared the principle of noninterference with North Korean policy
choices, even though they expressed hopes that a perestroika would also take
place in North Korea.

Despite the general deideologization of relations, however, the Gorbachev
government did not bum all bridges with North Korea. They continued to
exchange govemmental officials and even to conclude some agreements until
the end of the Gorbachev era. For instance, during the first quarter of 1991,
the Soviet Union was the country with which North Korea exchanged most
delegations.^^ In the second quarter, the Soviet Union again was the country
with which North Korea concluded most agreements.^^

It seemed, however, the Soviet leadership as a whole were not united
about this new line of Soviet policy toward the two Koreas. At least, it was not
carriedout in a consistentmanner. Evidentlythe militaryleaders challengedit,
continuing their security cooperationwith North Korea in one way or another.
In the first place, they did not quite welcome Gorbachev's "new thinking" for
eign policy. They blamed it for the loss of the security buffer in Eastern
Europe and the dissolution of the WarsawPact. They perceived the same pro
cess in Moscow's approaching Seoul and imposing disciplinary measures
upon Pyongyang, their long-time regional ally. Their critical attitude toward
reformist foreign policy in general was explicitly displayed in a Krasnaya
Zvezda article that denounced Shevardnadze's foreign policy for, among other
things, abandoning socialist allies including North Korea.^® As was widely
publicized at the end of 1990 and early in 1991, the miUtary conservatives
openly challenged Gorbachev's "new thinking" foreign policy personifiedby
Shevardnadze, a challenge that ultimately led to the latter's resignation in
December 1990. The Soviet military's opposition to Gorbachev's pro-South
Korea policy was also hinted at on another occasion in January 1991. Accord
ing to an IPECK (Intemational Private Economic Council of Korea) report,
the Soviet military put a brake on the transferring of Soviet high technologies
to Korean industries.With all these signs considered, it is very likely that
the Soviet military leaders had their own way in continuing cooperative rela
tions with their North Korean counterparts more or less independent, or even
in defiance, of the central government in Moscow. In this context, it is under
standable that the North Korean press were exceptionally quick in reporting
the coup of August 1991 by Soviet conservatives led by some military leaders.

^^Naewoe Press(weekly ed.), no. 738, April 5, 1991, A2.
^"^Ibid., no. 751, July 5,1991, Al.
^^North Korea introduced the article ingreat detail through broadcasts during General Kotochev's
visit to Pyongyang, January 10-15, 1991. Ibid., no. 727, January 18, 1991, B2H.
^^Maeil Kyungie (Economic daily), January 16,1991, p.2.
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If we reexamine the three propositions suggested at the beginning of this
chapter, the analysis of Soviet-North Korean relations presented here shows
that none of the three propositions turned out to be quite correct. Rather, a
more accurate conclusion would be a combination of the second and third
propositions. It could be rephrased asfollows: As far as its policy toward the
Korean peninsula is concerned, the Soviet government decided to redirect its
traditional pro-North Korea policy in favor of a balanced relationship with
the two Koreas. A conservative group in the Soviet leadership, however, rep
resented bycertain military leaders, has challenged the revised policy line and
defended the pro-North Korea position. This disagreement has caused some
inconsistencies in Moscow's North Korea policy since Gorbachev, including
maintenance of cooperative military relations in the middle of much deterio
rated political relations.



5. Trends in ROK-DPRK Relations:

DPRK Perspectives

YOUNG WHAN KIHL

The Democratic People's Republic of Korea (DPRK or North Korea) con
tinues to seek a high moral ground on negotiation with the Republic of Korea
(ROK or South Korea) in its inter-Korean dialogue on reunification and the
future of Korea. Because of difficulties associated with diplomatic setbacks
and economic stagnation, however, North Korea in 1991 began to take a more
realistic stance on inter-Korean engotiation by striking a deal with the ROK.
The high-level talks between North and South Korea, although exhibiting the
familiar pattern of hardening the mutually irreconcilable and varied stances
on inter-Korean negotiation, successfully produced a modicum of compro
mise at the fourth round of meetings held in Pyongyang, October 23-25,
1991. Both sides issued a joint communique regarding the format of the docu
ment to be adopted at a future prime ministers' meeting that would incorpo
rate three separate matters of negotiation—reconciliation, nonaggression, and
cooperation and exchange between the North and the South. Although the
agreement was on procedural grounds rather than on substantive matters, the
fact that the two sides had reached an agreement was important in setting a
precedent and establishing a benchmark for the difficult process of improving
inter-Korean relations.

This chapter explores the recent trends in inter-Korean relations by evalu
ating some of the evidence of change in the DPRK foreign and reunification
policy stances in the post-Cold War era. More particularly, it examines the
factors leading to the DPRK participation in the inter-Korean dialogue, the
change and constancy in the DPRK perspectives, and the DPRK strategic cal
culus and consideration, as manifest in such controversial issues as the UN
membership and the nuclear development program.

72
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Explaining Inter-Korean Relations through
Dialogue and Negotiation

In the absence of mutual trust and agreement on reunification, the two
sides of divided Korea are compelled to face each other as "enemy" partners
or "rival" states. The ROK and the DPRK originated in the Cold War rivalry
between the United States and the Soviet Union, who could not agree on the
unification of the two parts of Korea, which had been placed under separate
military occupation in 1945 atthe end of World War 11.^ The founding oftwo
separate regimes in 1948—the capitalist South Korea and the communist
North Korea—and the violent clash between the two in the ensuing Korean
War (1950-53) made divided Korea a symbol of the Cold War rivalry
between the two divergent political and socioeconomic systems. The dawning
of a new post-Cold War era, with the collapse of communism in Eastern
Europe and the Soviet Union in 1990-91, has given new impetus to the
resumption of suspended dialogue and negotiation on reunification between
the two rival states of North and South Korea.

Inter-Korean relations have gone through a series of ups and downs. Dur
ing most of the time of their separateexistence since 1948,ROK-DPRK rela
tions took the form of violent clashes and acrimonious confrontation

punctuated by the periodic holding of meetings involving inter-Korean dia
logue and "on and off' negotiation. (The on-goinghigh-level talks that began
in September 1990 are an exception to the basically confrontational style of
inter-Korean relations.)This warlike situation in inter-Korean relations, inter
spersed by periodic holding of dialogue, reminds one of the Clausewitzian
dictum in reverse, that is, the inter-Korean diplomacy currently under way is
like "a war carried out by other means."

Why have the two Korean regimes chosen to cooperate, rather than to
fight? Internal, external, and systemic developments, singly and in concert,
have influenced this recent cooperation.

Internally, the logic of political realism and strategiccalculus providedthe
motivation and impetus to North Korea to resume inter-Korean dialogue and
negotiation.^ National interest and national power consideration, the key vari
ables in political realism, are the underlying reasons for the DPRK seeking
accommodation rather than confrontation at this particular juncture in history.
The logic of realism, one of the established theories of international relations,
would expect that North Korea would seek to protect its interest and to maxi-

^Erik VanRees,Socialism in OneZone: Stalin'sPolicy in Korea, 1945-1947 (Oxford: BergPub
lishers,1989);Bruce Cumings, TheOrigins of the Korean WarII (Princeton: Princeton Univer
sity Press, 1990).
^On recent treatises on theKorean peninsula, see thevarious esaysin Donald N. Clark, ed.,Korea
Briefing, 1991 (New York:The Asia Societyand Westview Press, 1992); MichaelJ. Mazarri et
al., eds., Korea 1991: TheRoad to Peace (Boulder, Colo.: Westview Press, 1991).
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mize its power under conditions of the anarchy that characterizes the situation
in inter-Korean relations.^

As for the external influence, the sea change in global politics and the end
of the Cold War provided a new operational environment for the North
Korean elites in pursuing their policy objectives. The new detente and the
thaw in global and regional politics also hit the Korean peninsula and exposed
it to the warmer climate currently prevailing worldwide. Confronted with this
radical shift in world politics, with the loss of communist allies in Eastern
Europe and the Soviet Union, the DPRK leadership naturally feels insecure
and hopes to tum the crisis into an opportunity for positive and creative
action. Otherwise, the DPRK as "paradise on earth" will become increasingly
isolated and will be swept away by the avalanche of historical change occa
sioned by the collapse of communism.

At the systemic level the dynamics in the differential rate of economic
growth that favors the ROK is rapidly changing the balance of power to favor
the South. Although cooperation is difficult between the two "regimes in con
test," the DPRK is compelled by circumstances to seek accommodation via
inter-Korean dialogue and negotiation rather than confrontation and armed
conflict through propaganda and subversive acts.

North Korean participation in the high-level talks may be examined from
the perspective of ascertaining the gap between "theory and practice" or "rhet
oric and deeds." This approach will prove particularly useful for the DPRK in
view of the rigid and self-righteous stance of the regime. Officially, North
Korea continues to subscribe to and uphold the line of the purity and righ
teousness of its motive with regard to the reunification issue. In private, how
ever, North Koreans are afraid that their communistsystem, too, may collapse
and that the reunification of Korea might follow the German pattern of "unifi
cation by absorption" of the weaker side by the stronger side.

Change and Stability in DPRK Perspective

The prevailing view of North Korea today is that political change will not
take place so long as Kim II Sung remains the supreme leader of the DPRK
and the Korean Workers' Party (KWP)."^ Continuity, not change, is the most
striking feature of the DPRK today, asB. C. Koh argues.^ Nevertheless, in the
realm of policy making and policy behavior, the DPRK has exhibited certain
'Tlexibility" and a modicum of change in recent years.

^On political realism theory ofinternational politics, see Kenneth Waltz, Theory ofInternational
Politics (Reading, Mass.: Addison-Wesley, 1979); Robert Keohane, ed., Neorealism and Its Crit
ics (New York: Columbia Univeristy Press, 1986).
"^See, forinstance, the essays inChong-Sik Lee and Se-Hee Yoo, eds.. North Korea inTransitiony
Korea Research Monograph,no. 16 (Berkeley: Institute of East Asian Studies, Universityof Cal
ifornia, 1991).
^B. C. Koh, "Political Change inNorth Korea," inLee and Yoo, North Korea inTransition, pp. 1-
16.
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Any interpretation of DPRK policy changes and adjustment, however,
calls for caution in evaluating the evidence. It is difficult, for example, to
ascertain whether the change in North Korean policy is strategic or tactical.
While North Korea's strategic goals may remain the same, its tactical and
operational means may vary.^ Moreover, so long as the North Korean deci
sion-making elites remainthe same,as have the structure and routines of pol
icy making, it is safe to assume that no fundamental change has occurred in
the North Korean policy goals.

PsychologicalAdjustment

There is evidence to show that the psychological makeup of the North
Korean elite is undergoingstress and is thereforebeing forced to change, both
attitudinally and perceptually. For instance. North Korean president Kim II
Sung is quoted as saying, during a forty-minute talk with twenty three visiting
Japanese lawmakers at his resot in Hamhung on July 24,1991, "We are one of
the countries on this earth and therefore we will act to keep pace with what
happens in the world nowadays." This statement indicates that the DPRK is—
at least theoretically—open to change, although Kim insisted at the same time
that North Korea would continue to uphold "the banner ofsocialism."^

The dilemma for North Korea is that even if the operational environment
has been altered significantly, in both external and international settings, the
elites cannot openly acknowledge the impact on them of such changes and
discuss the necessary reforms. This dilemma is clearly evident in Kim II
Sung's 1991 New Year's Address: "The year 1990 was a proud and trium
phant year in which our people advanced vigorously under the unfurled ban
ner of socialism in the vortex of history," proclaimed President Kim. Yet he
also admitted that "because of the anti-socialist manoeuvres of the imperial
ists and reactionaries, complex events that caused people's apprehension took
place in succession on the international scene" and that "this laid new obsta
cles and difficulties in the way of our people who were building socialism in
the difficult situation inwhich the country is divided."^

The message is clearly mixed, both boasting and apprehensive. It was
crafted primarily for domestic political consumption, to enhance Kim's claim
to legitimacy of rule. For reasons of domestic political indoctrination, the
North Korean elite follows Kim's lead, continuing to utter the them of
upholding "the purity and superiority" of the North Korean brand of social-

9
ism.

^B. C. Koh, The Foreign Policy Systems ofNorth and South Korea (Berkeley: University ofCali
fornia Press, 1984).
^As quoted inNorth Korea News, August 5,1991, p. 2.
^Pyongyang Times, January 1,1991.
^Rinn-Sup Shinn, "North Korea: Squaring Reality with Orthodoxy," in Clark, Korea Briefing,
1991, pp. 85-124.
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Promotive Adaptation

In the realm of policy action and behavior the DPRK has made strides to
adjustitself to external changes. The shockwavesgenerated by the collapseof
communism in Eastern Europe and the Soviet Union reached the shore of
North Korea and engendered misgivings among the North Korean leadership.
Confronted with disturbances in the external milieux, the North Korean elites
determined to overcome the new challenge lest an edifice of the "paradise on
earth" crumble and be swept away by historical avalanches.

North Korean attention has been directed toward translating the crisis into
an opportunity for positive reaction and promotive adaptation. The tangible
result of this attempt has been manifest on three separate fronts: UN diplo
macy, inter-Korean dialogue and negotiation, and "flexibility" on the confed
eration formula.

UNMembership. The first evidence of North Korean policy change is the
reversal of its decision on the issue of UN membership.

In the past North Korea had rejected the idea of simultaneous UN mem
bership as "a plot to perpetuate the division of the Korean peninsula." Presi
dent Kim 11 Sung, in his May 24, 1990, policy speech, claimed that "if the
North and the South are to join the UN before Korea's reunification is
achieved, they must not hold two separate seats but enter it jointly as one
member in favor of the cause of reunification."^^ The decision to apply for
UN membership, announced barely a year later; in late May 1991, and the
subsequent admission of the DPRK into the United Nations in September is
clearly an example of North Korea's change in foreign policy.Although North
Korea gave its own rationale for this change, the DPRK has proved by deeds,
if not by rhetoric, that it is now prepared to be an active participant in UN
diplomacyin New Yorkand thereby assume a new role as a responsiblemem
ber of the world community.

North Korea's 180-degree policy shift, which virtually accepted the pro
posal for simultaneous UN membership of North and South as advanced by
Seoul, surprised the world. The DPRK Foreign Ministry said, in a May 27,
1991, statement, that "as the South Korean authorities insist on their unilateral
U.N. membership, if we leave this alone, important issues related to the inter
ests of the entire Korean nation would be dealt with in a biased manner on the

U.N. rostrum and this would entail grave consequences." Therefore, the state
ment continued, "the govemment of the Democratic People's Republic of
Korea has no alternative but to enter the United Nations at the present stage as
a step to tide over such temporary difficulties created by the South Korean
authorities." The statement also noted that the decision was made "under

unavoidable circumstances created by the splitist moves of the South Korean
authorities," adding that "we will remain invariable in our hope that the North

®As cited inKorean Report (Tokyo), no.250(May 1991), p. 1.
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and South will occupy one seat at the U.N. with a single state nomen
clature."^^

The subsequent behavior of North Korean diplomats at the United
Nations in New York indicates that hopes for using the UN forum as an addi
tional avenue and channel for inter-Korean dialogue and negotiation in the
days ahead are not unfounded. On September 30,1991, North Korean foreign
minister Kim Yong Nam met briefly with his South Korean counterpart, Le
Sang Ock, at a luncheon given by UN secretary general Xavier de Cuellar at
the Secretariat. And although North Korean premier Yon Hyong Muk failed
to disclose any new policy initiative during his address before the UN General
Assembly on October 2,1991, he did aver that "these new circumstances [the
simultaneous entry of North and South Korea] have also cleared up a good
prospect for the solution ofthe peace problem on the Korean peninsula."^^

The Resumption of the Prime Ministers' Meeting, The second evidence of
North Korean policy change is manifest in its renewed interest in and change
of approach toward inter-Korean relations. The holding of high-level talks at
the prime ministerial level in September 1990 was "historical" in the sense of
each side accepting the other as a "legitimate" partner in negotiation.^^ The
first two roimds of the talks in Seoul and Pyongyang, respectively, were pri
marily intended as a sounding board for articulating the respective Koreas'
basic policy stance on inter-Korean dialogue and negotiation. By the time of
the third high-level talks, held in Seoul in December 1990, North Korea real
ized that its stance on inter-Korean negotiation was not getting anywhere. In
1991 North Korea twice canceled the scheduled fourth round of the prime
ministers' meeting (in February and in August). It used the pretext of the
U.S.-ROK 1991 Team Spirit military exercise to cancel the February meeting,
while it gave "the outbreak of cholera" in South Korea as an excuse for can
celing the August meeting. The real reason for its postponing the scheduled
August meeting probably was the uncertainty arising from the abortive coup
in the Soviet Union in August 1991 to which North Korea was compelled to
adjust.

Underlying this intransigent behavior was the DPRK's serious consider
ation and reassessment of its policy stance on diplomacy including its negoti
ating position in the high-level talks. This reassessment is manifest in the
DPRK decision to enter the United Nations in September 1991. This policy
was announced by the DPRK Foreign Ministry on May 27, 1991. North
Korea seemed to have realized that the lack of progress in inter-Korean talks
posed a hindrance to the progress in normalization talks with Japan and also
in negotiation with the United States. Therefore, it decided that a modicum of

^^Pyongyang Times, June 1,1991, p.8.
^^Ibid., October 26,1991, p.4.
^^Young Whan Kihl, The Prime Ministes Meeting between North andSouth Korea: An Analysis,
Asia Update Series (New York: The Asia Society, September 1990).
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compromise was necessary to break the logjam in the high-level talks. As a
gesture of accommodation toward South Korea,itdroppedquietly the demand
for abolishing the anti-Communist National Security Law in South Korea as a
precondition and price for renewing the high-level talks. The fourth prime
ministers' meeting was finally held in Pyongyang in October 1991.

The signing of the text of the Agreement on Reconciliation, Nonaggres-
sion, and Cooperation and Exchange between the North and the South at the
fifth high-level talks held December 12, 1991, in Seoul, together with the
adoption of the nonnuclear Korean peninsula declaration on December 31,
1991, has provided a new modus operandi for conducting inter-Korean rela
tions in the remainder of the 1990s. These historical documents were subse

quently ratified on February 19,1992, during the sixthhigh-level talks, heldin
Pyongyang. During the subsequent seventh high-level talks, held May 5-8,
1992, in Seoul, no progress was registered because of the stalemate over the
on-site nuclear inspection issue. At the eight high-level talks, held September
15-18, 1992, in Pyongyang, the implementation protocol on the inter-Korean
agreement was signed by the two prime ministers, thereby establishing the
mechansim through which to carry out the terms of agreement.

In a desperate move to entice South Korea to agree on a joint statement at
the pending prime ministers' meeting in Pyongyang, North Korean premier
Yon stated, in his UN General Assembly address in New York, the possibility
of top-level talks between North and South Korea "when the inter-Korean
high-level talks bear agood fruit."^^

The Change in the Conferation Formula, The third evidence of North
Koreanpolicy change is greater realism andflexibility on the unification issue
with regard to its proposed conferation formula.

The proposal for a Democratic Confederal Republic of Korea (DCRK),
put forward during the sixth KWPCongress on October 10, 1980,is the basic
line upheld by North Korea on the reunification issue. The 1980 proposal
urges the formation of a unified national government under which the North
and South would exercise regional autonomy. This DCRK would have a uni
fied confederal (central) government and two regional governments; the cen
tral government would have more power fi-om the outset than the regional
governments. The DCRK plan calls for the formation of "a supreme national
confederal assembly" to "guide the regional governments in the north and the
south and to administer all affairs of the confederal state."

In the course of 1991, however. North Korea slightly modified the DCRK
plan by introducing new flexibility in the status of the regional governments
and their relationship with theconfederal (central) government as envisioned
in the DCRK. President Kim said, for instance, that "we are ready to consult
on the matter of gradually and completely effecting reunification through con
federation by vesting the regional autonomousgovernments of the confederal

Pyongyang Times, October 26, 1991, p. 4.
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republic with more rights on a tentative basis and then increasing the func
tions of the central government in the future " This is the principle of a con
federation formula "based on one nation, one state, two systems, and two
[regional] govemments," as Kim put it (emphasis added).

As a follow-up to this new "flexible" move North Korea said that it would
not stick to the 1980 confederation proposal if South Korea were to come up
with a "more reasonable method of reunification through confederation." On
January 8, 1991, a letter addressed to twenty-seven prominent South Korean
figures, including President Roh Tae Woo, was adopted by a joint meeting of
representatives of the DPRK government, political parties, and organizations
held in Pyongyang to call for the convocation of a "political consultative con
ference for national reunification" as proposed by President Kim in his 1991
New Year's Address. In this letter North Korea claimed that a confederation

based on "one nation, one state, two systems, and two govemments" is "the
great principle of defining a most realistic and reasonable way of national
reunification." It also said, however, that "we will have an open-hearted dis
cussion over any proposal if it is really conducive to national reunification, no
matter who may advance it, and when a more reasonable method of reunifica
tion through confederation is suggested, we will readily accept it, not sticking
to ours."^^

Pyongyang wanted to hand over this letter to South Korean officials at the
conference room of the neutral Nations Supervisory Commission in Panmun-
jom on January 9, 1991, but the South Korean authorities refused to accept it.
Therefore, the letter was broadcast over the radio and then sent to each of the
twenty-seven addressees by intemational mail.

Despite the lukewarm reception given by Seoul so far, Pyongyang contin
ues to harbor the illusion that somehow it can reach out and elicit positive
responses from politicians and political groups in South Korea. Thus, Vice-
President Pak Sung Chul said in a July 14, 1991, statement that the DPRK
does not regard its proposal for a DCRK "as absolute," adding that North
Korea has no intention of imposing its reunification formula on the South.
Then, appealing to South Koreans to hold a reunification conference as pro
posed by President Kim II Sung in his 1991 New Year's message, Pak sug
gested holding such a conference in Pyongyang or Seoul on August 15,1991,
in commemoration of the forty-sixth anniversary of Korea's liberation from
Japanese colonial rule, to be attended by fifty delegates each from North and
South Korea, including govemment officials and representatives from various
political parties and public organizations. After noting that North Korea is
prepared to discuss not only the DCRK formula but also a reunification for
mula proposed by the Seoul govemment and other proposals made by South

January 1,1991.
^^Korean Report, no.252(July 1991).
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Koreanpoliticalparties or by other public organizations and individuals, Pak
stated that "the point is to agree on the most reasonable and realistic way of
reunification that reflects the general will of the nation."^^

Earlier, Han Si Hae, deputy chairman of the Committee for the Peaceful
Reunification of the Fatherland (CPRF) of the DPRK, had told the New York
Times in an interview that a possible first step for reunification of North and
South Korea would be a "loose confederation" such as the United States had

at its initial stage. He noted that the different social systems of the two Koreas
did not preclude forming such a confederation since their "blood, culture and
language" are the same; he further noted that under the confederation scheme,
each regional government could control its own foreign policy and military
forces.^^

Thus we see that North Korea continues to pursue a two-track strategy in
inter-Korean relations. The holding of high-level talks between the authorities
at one level has been counterbalanced by the call for a united-front campaign
in the unification talks involving participation by the so-called pan-national
"democratic" forces. Despite its pledge not to interfere in the internal affairs
of the oppositeside, as stipulated in the inter-Korean agreement on reconcilia
tion and nonaggression, the DPRK continues to demand the release of certain
individuals imprisoned in South Korea and the revocation of the arrest war
rants for Chondaehyop delegates, who defied the South Korean government
ban on travel to the North, and guarantees that they can safely return from

20Pyongyang to South Korea.

DPRK Strategic Calculus in the Post-Cold
War Era

The DPRK view of the post-Cold War world is based on a dismal and ste
reotypical picture of predatory behavior by the strong states over the weak.
Therefore, North Korea is suspicious of the policies of the Western countries
(which it characterizes as "the imperialists"). It is also skeptical that a new
world order in the post-Cold War era is ever possible. According to Kim II
Sung, as stated in his 1991 New Year's Address,

The imperialists are clamoring about the end of a cold war and the arrival of
the time of peace.But the international situationis still tenseand complicated,
and a sharp confrontation and strugglebetweensocialismand imperialismand
between progress and reaction are going on. They are trying more openly to
realizingtheirwild dream of dominatingthe whole world.As a result, the peo
ple's cause for independence ismeeting with agrave challenge.^^

^®Ibid., no. 251 (June 1991), p.1.
^^New York Times, June 2, 1991.
^Pyongyang Times, October 26,1991.
^^Ibid., January 1,1991.
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North Korea's world image in the post-Cold War era, in short, is one of
struggle between the forces of good and evil. The DPRK must therefore con
tinue to wage an "anti-imperialist" campaign and a pro-independence strug
gle, the cause of justice for which North Korea stands. Kim's hostile image of
the world (and North Korean sympathy for Iraq in the Persian Gulf War) is
also evident in this claim:

Taking advantage of the destruction of the balance of forces in the interna
tional relations, the imperialists are acting more outrageously, launching
pirate armed aggression against the sovereign countries without hesitation and
creating the danger of devastating war by paving the road to a new larger-
scale aggression on the plea of opposing aggression.... The reality shows us
that the aggressive and predatory nature of imperialism has not changed at all
and that it is imperialism and none other that is the ringleader who is menac
ing peace and creating difficulties and confusion in the people's struggle for
independence, sovereignty and socialism.^^

In adopting this view Kim's North Korea becomes the victim of its own
negative perception of the world outside and of the rhetoric of its self-righ
teous stance vis-a-vis the outside world. There is clear evidence that the North

Korean leadership fears that the external turmoil will undermine the legiti
macy and stability of the system at home. Because of this psychological inse
curity North Korea is unable to loosen its grip on the population at home and
to initiate a genuine and meaningful reform of the system.

North Korea's seizure mentality and self-righteous stance are clearly man
ifest in its broad strategic calculus in the post-Cold War era. DPRK strategic
interests today, according to North Korea , lie in avoding "unification by
absorption"; achieving the strategic goals of U.S. troop withdrawal from
South Korea and establishing diplomatic ties with Japan and the United
States; and balancing the seeming mutually exclusive twin objectives of secu
rity and welfare, this last to be achieved by developing its capability to deploy
nuclear weapons, proclaiminga nuclear-free zone for Korea, and inaugurating
the special economic zones under auspices of the United Nations Develop
ment Program (UNDP).

Avoiding "Unification by Absorption"

The foremost concern of North Korea in the 1990s is to avoid what it calls

"unification by absorption." This is why Kim II Sung harshly stated, in his
1991 New Year's Address, that "the South Korean authorities are...
bewitched by the method of amalgamation through absorption adopted by a
foreign country" (i.e., Germany). He also charged that the "northern policy" is
"an expression of their sycophant mentality and attitude to keep the country

^Ibid.
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divided forever" and "the replica of the bankrupt policy of 'reunification by
2'^prevailing over communism.'"

Behind this charge that South Korea harbors the scheme of "prevailing
over communism" is the genuine concern and fear that the German model of
"unification by absorption" of the East by the West might also happen in the
Korean case between the North and the South. Therefore, Kim II Sung directs
his attack to the real and imagined enemy in South Korea who are opposed to
the North Korean policy of "reunification by confederation" and who instead
advocate "prevailing over communism." Kim claims that "in our country
'reunification by prevailing over communism' is a wild fancy which will
never come true" and that "it has alrady been proved by history that our coun
try cannot be reunified by one side eating away the other, either by war or a
peaceful means." The South Korean authorities must understand clearly, Kim
insists, that "the independent stand of our Party and the Government of our
Republic is unshakable and that socialism we have built by implementing the
Juche idea isunconquerable."^^

As the DPRK sees it there are three ways of achieving reunification: unifi
cation by war, unification by revolution, and unification by confederation.
"Unification by absorption" of the German variety is tantamount to "unifica
tion by war" and therefore must be avoided at all costs. Although it is still not
clear whether the DPRK has abandoned the scheme of "unification by revolu
tion" in the South, North Korea has certainly promoted "unification by con
federation" as the current policy, claiming it to be realistic and workable.

Achieving Strategic Goals

The DPRK considers the U.S. troop presence in the South a formidable
obstacle to Korean reunification. Therefore, it continues to demand withdrawl
of U.S. troops from the South and the cessation of the Team Spirit joint mili
tary exercises annually held between the U.S. and the ROK. It also demands
an immediate and unconditional withdrawal of U.S. nuclear weapons from
South Korea and on-site inspection to verify this fact. On September 28,1991,
the DPRK Foreign Ministry issued a statement welcoming U.S. president
George Bush's announcement of the unilateral withdrawl of tactical nuclear
weapons globally, including those on Korean soil. It also added a new condi
tion, insisting that South Korea must renounce the U.S. nuclear umbrella pro
tection after the withdrawal of the U.S. nuclear weapons.

The withdrawal of U.S. troops from South Korea is the foremost strategic
goal of the DPRK, followed by the breakup of the U.S.-ROK alliance. As a
first step to achieve these objectives, the DPRK desires direct talks with the
United States, ostensibly to change the armistice agreement into a peace
treaty. The peace treaty will give North Korea a legal justification for its

^Ibid.
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demand for the withdrawal of U.S. troops from South KOrea and for terminat
ing the U.S.-ROK security treaty.

As a final step in achieving its strategic goals, the DPRK is conducting
negotiations with Japan on normalization of diplomatic relations. The strate
gic objective here is to acquire a large indemnity from Japan, as part of the
settlement for Japan's colonial domination during 1910-45, which can be
used as capital investment for the DPRK's sagging economy.

Balancing Security and Welfare

How to balance the twin objectives of security and welfare is the foremost
concern in the minds of the DPRK leadership. This is why North Korea
placed its troops under full alert during the time of the U.S.-ROK Team Spirit
joint military exercise. This is also why North Korea is eager to speed up its
normalization talks with Japan so that the compensation money will be
received in time to boost the DPRK's failing economy.

The nuclear development program and the plan for special economic
zones are additional evidence of North Korean desire to achieve its strategic
goals of security and welfare in the post-Cold War era. The DPRK has
embarked upon a risky nuclear program to maximize its security interest. It
also wishes to introduce special economic zones, with the blessing of the
UNDP, to promote its economic welfare. Whether and how well these risky
enterprises will bear the intended fruits remains to be seen. At least these new
initiatives undertaken by North Korea are signs of policy change and innova
tions that are worthy of scrutiny.

Nuclear Development Policy, By adopting an ambitious nuclear develop
ment program the DPRK has decided to play the international nuclear game.
The stakes of the game are very high, however, and the game itself risky,
because the DPRK's acquistion of nuclear arms will not only upset the bal
ance of power but also unleash the nuclear arms race in the region by enticing
the ROK and Japan to "go nuclear" in order to counter the North Korean
move. The DPRK move has escalated the level and the stakes of the Korean

conflict and led to a strong intemational raection and pressures on North
Korea to abandon its nuclear weapons program.

Although the DPRK signed the Nuclear Non-Proliferation Treaty (NPT)
inl985 and the Intemational Atomic Energy Agency (IAEA) safeguards
accord on January 30, 1992, it has yet to convince the world that it has no
ambition to build nuclear arms of its own despite its repeated claims to the
contrary. North Korea has failed to defuse the suspicion that it prefers to pro
long the issue thereby buying extra time either for the completion of its
nuclear weapons program or, short of the success of its nuclear program, the
exploitation of the nuclear card so as to extract maximum concession from
South Korea and the United States. On Febmary 25,1992, U.S. Central Intel
ligence Agency director Robert Gates testified before a congressional com
mittee that North Korea has made considerable progress toward attaing
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nuclearweapons-producing capabilityand that the first nuclearbombs might
be available much sooner than expected, perhaps within a few months to as
much as a coupleof years. The constructionof nuclearfuel reprocessing facil
ities inYongbyon, 90 kilometers (55 miles) north of Pyongyang, will enable
North Korea to become a nuclear weapons country. Other Western intelli
gence analysts believe, based on satellite pictures of the nuclear installations
at Yongbyon including a uranium treatment center, that North Korea is already
capable of producing seven kilograms ofplutonium ayear.^

The visit by the IAEA director general Hans Blix to Pyongyang in May
1992 and the subsequent tour of North Korean nuclear sites by the IAEA
teams of inspection in June and July have not competely dispelled the suspi
cion of the DPRK nuclear weapons program. As the New York Timesreported
on May 17, 1992, it was learned that North Korea had successfully extracted
plutonium for research purposes in what they claimed as "the radio chemical
laboratory" and that this building in Yongbyon, the size of two football fields
(about 600 feet long and several stories high) could be called "a reprocessing
plant ... if it were in operation and complete." At a news conference in
Beijing on his way back from Pyongyang, Mr. Blix added that the construc
tion of this site, which began in 1987, "was about 80 percent complete" and
that "40 percent of the equipment [had been] installed" while the rest of the
equipment, as he was told, "was on order but not yet delivered."

North Korea is also known to be able to produce Scud missiles that could
carry warheads and reach targets within five hundred to six hundred miles.
Japan's Kyodo News Agency reported, for instance, that North Korea has
developed a new surface-to-suiface missile named Rodong No. 1 with a range
of 900 kilometers (560 miles), long enough to reach Japan's west coast towns
including Osaka and Kyoto. It also reported that North Korea had already
begun developing missiles in 1979, producing a version of the Soviet Scud B
with a range of 300 kilometers (185 miles) in 1987 and a Scud C with a range
of 600 kilometers (370 miles) that is reportedly more accurate than the Scuds
the DPRK supplied to Iraq during the Gulf War. This news was refuted by the
North Korean Central News Agency on September 25, 1991, as "mere propa
ganda fuU of sheer lies which are of no value whatsoever.

Although North Korea signed the Nuclear Non-Proliferation Treaty in
1985, until recently it resisted signing the nuclear safeguards measures that
would allow the IAEA on-site inspection of its nuclear facilities. Pyongyang
has emitted different signals on the matter of nuclear safeguards and on-site

^New York Times, February 26, 1992; New York Times, October 27, 1991, and November 14,
1991; Wall Street Journal, September 4,1991, and November 14,1991; Song Yong-sun, "North
Korea's Potential to Develop Nuclear Weapons," Vantage Point 14, 8 (August 1991), pp. 1-10;
Andrew Mack, "North Korea and the Bomb," Foreign Policy, no. 83 (Sununer 1991), pp. 37-
104; Leonard S. Spector and Jacqueline R. Smith, "North Korea: The Next Nuclear Nightmare?"
Arms Control Today, March 1991, pp. 8-13.
^As citedin NorthKoreaNews, October 7,1991, pp. 4-5.
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inspection. Initially, it stated in early summer 1991 that it would abide by the
NTP safeguard measures and an IAEA inspection. In an interview with the
Washington Post dated June 21, 1991, North Korean foreign minister Kim
Yong Nam stated that the DPRK would sign a nuclear safeguards accord in
the near future with the IAEA. Kim attached twoconditions, however, for the
North Korean acceptance: inspection or removal of U.S. nuclear weapons
from South Korea and the provision of "legal assurances" that the United
States does not pose a nuclear threat to North Korea.^^ Inthe same interview
Kim described as insufficient a statement made on June 11, 1991, by State
Department spokesman Richard Boudher that the United States would not use
nuclear arms against North Korea or any other state that signed the Non-Pro-
liferation Treaty.

On July 16 a North Korean negotiator, Chang In Sun, told reporters in
Vienna that the DPRK and the IAEA had reached a final agreement "without
any difference in views" on the draft text of the Nuclear Safeguards Accord
under the Nuclear Non-Proliferation Treaty.^^ Subsequently, inAugust 1991,
North Korea stated that it would refuse to go along with the IAEA require
ment unless the U.S. nuclear facilities in South Korea were also subject to on-
site inspection and unless U.S. nuclear weapons were withdrawn from South
Korea.

Premier YonHyong-muk, in his address before the UN General Assembly
on October 2, 1991, failed to use the occasion to defuse the issue and dispel
the suspicion. He did no reciprocate or exploit the opening given to him by
U.S. president George Bush, who had announced unilateral measures to elim
inate his country's worldwide inventory of land-based short-range nuclear
arms, including those in Korea. Instead, Yon reiterated the DPRK Foreign
Ministry statement of September 28 1991, one day after Bush's announce
ment, saying: "If the United States really withdraws its nuclear weapons from
south Korea, the way will be open for us to sign the nuclear safeguards
accord."^^

In taking an intransigent position, by refusing to abide by the IAEA
nuclear safeguards measures. North Korea has become a pariah state, increas
ingly isolated and branded by the international community as an "Iraq of Sad
dam Hussein" of the East. North Korea has exposed itself as vulnerable not
only to condemnationas a pariah state but also to the danger of a possible pre
emptive attack by South Korea.^® South Korean defense minister Lee Jong-
koo stated, for instance, that commando raids might be considered against
North Korea's nuclear facilities. He later retracted this remark as a "slip of the
tongue."

Washington Post, June 21, 1991.
^Korean Report, no. 252 (July 1991), p.2.
^^Pyongyang Times, October 25, 1991, p.3.
^^Leslie H. Gelb, "The Next Renegade State," Arew York Times, April 10,1991.
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North Korean thinking on the nuclear development policy is difficult to
fathom. The DPRK is attemptint to use the nuclear card in its dealings with
the United States to establish diplomatic relations. However, the unilateral
U.S. withdrawl of nuclear weapons from South Korea has undermined the
DPRK strategy. Moreover, the nuclear card has proven so far to be coimter-
productive in North Korea's negotiation with Japan. No progress is likely in
normalization talks with Japan until and unless North Korea convinces Japan
that it has abaondened its nuclear development program and agrees not only to
the IAEA on-site inspection but also to the challenge inspections demanded
by South Korea.

The DPRK must also know that playing the nuclear card is a risky game
that may backfire and can be counterproductive, leading to the opposite effect
of hardening, rather than softening, the U.S. resolve not to yield to North
Koreanpressure.At the U.S.-ROKsecurity conferencein Seoul, U.S. defense
secretary Dick Cheney announced on November 21, 1991, that the second
phase of the planned U.S. troop withdrawal from South Korea had been post
poned indefinitely because of the uncertainty created by North Korea's
nuclear development plans.^^

On November 3, 1991, Pyongyang issued a statement, in the name of the
delegation of the northern side of the high-level talks and the CPRF, register
ing a strongprotestand demanding that the U.S.-ROK joint military exercise
Eagle91—which includesoverallguerrilla trainingand an offensive drill for a
special commando attackupon majortargets in North Korea that presumably
include the Yongbyon nuclear reprocessing plant under construction—^be
stopped immediately.^^

A Nuclear-Free Zone for Korea. North Korea is using the nuclear card
also in its dealings with South Korea on inter-Korean dialogue and negotia
tion. This is why, for instance. North Korea insisted that the establishmentof a
nuclear-free zone on the Korea peninsula be included as an "urgent" item in
the agenda of the fourth prime ministers' talks in Pyongyang. Although the
matter was temporarily set aside and not included in the five-point joint com
munique issued at the end of the Pyongyang meeting. North Korean premier
Yon stated in his speech on October 23 that "peace on the Korean peninsula is
the most urgent problem which the north and the south should solve with pri
mary attention" and proposed to consider the adoption of a "Declaration on
the Denuclearization ofthe Korean Peninsula" by both sides.^^

This was not the first time that North Korea had proposed the establish
ment of a nuclear-free zone on the Korean peninsula and urged Seoul to make
a joint declaration thereon. A statement issuedby the DPRKForeign Ministry
on July 30,1991, for instance, said that "the Northand Southshouldnegotiate

^^New York Times, November22, 1991.
^^Pyongyang Times, November 9, 1991.
^^Ibid, October 26,1991,p. 4.
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all the legal and practical matters related to turning the Korean peninsula into
a nuclear-free zone and adopt a joint declaration with legal effect not later
than the end of 1992." The proposal contains a three-point agreement: (1) the
North and South of Korea shall agree on the establishment of a nuclear-free
zone on the Korean peninsula and make a joint declaration thereof; (2) the
United States, the Soviet Union, and China—the nuclear weapons states who
were embroiled in the Korean War—shall legally guarantee the nuclear-free
status of the Korean peninsula, once an agreement is reached and a declara
tion is adopted to this effect; and (3) the nonnuclear weapons states in Asia
shall support the conversion of the Korean peninsula into a nuclear-free zone
and respect its nuclear-free status.^^

The proposal for a nuclear-free Korean peninsula in itself is not new. The
North Korean government called for a nuclear-free Korean peninsula in its
official statements issued on June 23,1986, on July 13,1987, and on Novem
ber 9, 1989. The recent proposals, however, differ in significant details from
these earlier ones. The November 9,1989, statement, for instance, insisted on
tripartite talks involving the DPRK, the United States, and South Korea. The
latest proposal did not urge the United States to join in North-South negotia
tions on a nuclear-free Korean peninsula. Instead, it demanded legal guaran
tees from Washington as well as from Moscow and Beijing concerning
Korea's nuclear-free status.^^

Pyongyang refrained from making immediate response to the ROK enun
ciation of a new "nonnuclear policy" by President Roh Tae Woo on Novem
ber 8,1991. As a countermove to the DPRK proposal for a "nuclear-free zone
of Korea," Seoul's three-point "declaration of nonnuclear Korean peninsula
peace initiatives" stated that the ROK (1) will not manufacture, possess, store,
deploy, or use nuclear weapons; (2) will not possess nuclear fuel reprocessing
and enrichment facilities; and (3) will actively participate in international
efforts toehminate chemical and biological weapons.^^ However, on Novem
ber 24, 1991, Pyongyang raised a series of queries in an open letter issued by
the Secretariat of the CPRF in which it demanded a more specific implemen
tation plan for Roh's declaration, withdrawal of U.S. nuclear weapons and of
the U.S. nuclear umbrella from South Korea, and open inspection and draw
down of the existing facilities for nuclear reprocessing and waste disposal in
South Korea. The letter insisted that measures for the denuclearization of

Korea that permit air, sea, and land passage of nuclear weapons through the
territory are meaningless; that nuclear safeguards and on-site inspection are
bilateral issues to be settled between the Koreas and the IAEA; and that dis

cussion of those issues should follow, not precede, the withdrawal of U.S.
nuclear weapons from South Korea.

August 7, 1991.
^^Korean Report, no. 253 (August 1991), pp. 1, 10.

Korean Newsreview (Seoul), November 16, 1991, p. 4.
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With the addition of the nuclear umbrella issue to the list of DPRK

demands, Pyongyang is challenging the U.S. policy of providing nuclear pro
tection to the ROK. This new demand by North Korea is likely to remain a
hotly debated and controversial issue in future sessions of inter-Korean dia
logue. The DPRK strategy is obviously to use the nuclear-free zone proposal
as a weapon to force the withdrawal of all U.S. troops from South Korea and
the abrogation of the U.S.-ROK security treaty.

The challenge inspection clause remains the major hindrance to North-
South Korean negotiation and dialogue on inter-Korean relations in 1992.
Whereas South Korea insists that both sides agree to open all "suspected"
nuclear installations for inspection on short notice (hence, called "challenge"
inspection). North Korea refuses to do so on the groimd that such inspection
violates the DPRK's sovereignty and independence.

Special Economic Zone. The DPRK has an expressed interest in the
Tumen River special economic zone project as part of the larger idea of a
Northeast Asia regional economic bloc. For this purpose it sent delegates to
the UNDP workshops, held in Ulaan Baator, Mongolia (July 6-7, 1991), and
Changchun, China (August 29-31), which were attended by scholars and offi
cials from various countries including North and South Korea, Japan, China,
Mongolia, the former Soviet Union, and the United States. The UNDP project
is based on a two-part development plan: first, the construction of a small
delta zone comprising about 1,000 square kilometers stretching in a triangular
shape from North Korea's Najin port to China's Hunchun and to the Russian
port of Posyet, and later the inclusion of a large delta zone comprisingabout
10,000 square kilometers stretching from North Korea's Chongjin port to Chi
na's Yanji city and to the Soviet port city of Vladivostok to support the inner
delta area.^^

According to the plan as submitted to the UNDP, North Korea is interested
in establishing a special economic zone comprising the area surrounding the
axis of three ports in northeast Korea—Sonbong (formerly known as Unggi),
Najin, and Chongjin—which will serve as a joint-venture industrial complex
as well as a center of trade intermediation. The Japanese daily newspaper
Asahi Shimbun reported on October 2, 1991, that the DPRK Central People's
Committee would soon designate its northeastern coastal jfrontier as its first
special economiczone. It also quoted a statementby the North Korean deputy
minister of extemal economic affairs that the plan for the 621-hectare (1,424-
acre) zone included preferential taxes and other incentives to promote joint
ventures along the lines ofChina's five special economic zones.^^

North Korea insists that the three ports could, with a slight improvement
in facilities, handle twenty to thirty million tons of cargo originating in north-

^^Hankukllbo, November26,1991.
^^Vantage Point, 24,10, p. 13.
^^Ibid, p. 12.
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east China (agricultural products), the Soviet Far East and Central Asia (coal
and fertilizers), and Japan and other Asia-Pacific countries (manufactured
goods and raw materials). Further, according to Pyongyang, with an enlarge
ment of the port facilities and transportation network, the three ports could
handle up to ahundred million tons ofcargo annually.^^

The establishment of such an SEZ under UNDP auspices is more easily
said than done. The DPRK is not fully prepared to launch joint ventures with
out first reforming its economic system of management and introducing mar
ket mechanisms. The political climate is not yet ready for North Korea to
adopt such bold economic reforms as a special economic zone entails. For
instance, in denying the possibility of "peaceful transition" of the socialist
economy into a market economy, Kim II Sung said that "the imperialists'
strategy of 'peaceful transition' is, in essence, aimed at bring the socialist
countries into the sphere of their political and economic domination by under
mining them from within and swaying them to the path of capitalism." Instead
of taking the risk of joint ventures with capitalist countries, Kim appealed to
the "progressive people" of the world not to be deceived by the imperialists'
"honeyed words."^^

The DPRK must also compete with the former Soviet Union and China
for foreign capital investment. Russia wants to develop the area near Vladi
vostok, China its Hunchun area as the center of the UNDP project. The DPRK
is probably after some of the UNDP funds necessary to finance such develop
ment in Northeast Asia. Costs for the construction of ten or eleven modem

marine terminals, housing, and related infrastmctures have been estimated at
US$30 billion. The special economic zone idea is another example of the
wishful thinking ofthe DPRK that may or may not materialize.^^

Conclusion

Despite the recent signs of limited openings and relaxation in North
Korea, such as the proposed special economic zone and the increased number
of Westem travelers allowed to visit North Korea in recent months, it remains

to be seen whether the North Korean leadership is capable of carrying out its
limited open-door policy to itsfull extent.^^

Pyongyang Times, January 1, 1991.
is interesting to note, however, that the UNDP-sponsored workshop was held in 1992 in

Seoul and in Pyongyang, respectively, and that North Korea invited a visiting international team
that included South Korean economists, among others, to tour the Sonbong-Najin area in 1992.
^^These include three recent study missions ofU.S. citizens visiting North Korea in 1991-92: the
Asia Society group led by Dr. Robert Scalapino in May 1991 and September 1992, the Intema-
tional Security Council group led by retired General Richard Stillwell, June 20-23, 1991, and the
Center for Strategic and Intemational Studies group led by Dr. William Taylor in November
1991.
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The DPRK strategic calculus in the post-Cold War era has been shaped by
the self- and world images held by its top elites. Unfortunately for North
Korea, its world image is not only self-righteous but also dangerously out of
touch with the reality of the changing world. The trouble with the DPRK pol
icy initiatives, according to one observer, is that they generally come too late,
always falling behind the time or failing to keep up with anticipated
changes.^

In politics as in anything else, proper timing is crucial in determining suc
cess or failure. From this perspective the North Korean ambition to achieve
nuclear weapons capability is not only anachronistic but also dangerous to the
extent of being condemned and resisted worldwide. Although the New York
Times cautioned editorially "not to demonize North Korea," Kim II Sung's
nuclear ambition was equated in the public mind with Saddam Hussein's
nuclear program, which the United Nations Security Council acted against.^^
The relative lateness of the DPRK initiatives and bids for normalization talks

with Japan, for seeking increased economic assistance from China in 1991,
and for establishing a special economic zone under UNDP auspices are
regarded inthe same light.'̂ ^

Such clumsy and outdated policies notwithstanding, the DPRK has pur
sued a strategy of "promotive adaptation" in the post-Cold War era.^^ The
announcement of the signing of an Agreement on Reconciliation, Nonaggres-
sion, and Cooperation and Exchange between the North and the South during
the fifth North-South high-level talks held in Seoul on December 13, 1991, is
a breakthrough in the North-South talks that will open a new chapter in ROK-
DPRK relations. The adoption of this agreement, consisting of twenty-five
separate articles, was hailed by the North Korean media as "an epochal event
which has opened a bright prospect for the solution of the question of the
country's peace and reunification."^^

^Economist, September 7,1991,p. 36.
^^New York Times, AprU 17, 1991.

December 28, 1991, the DPRK issued a cabinet decree establishing a 621-square-kilometer
special economic zone around the two northeastern border ports of Sonbong (formerly Unggi)
and Najin. Chongjin, a major port city down the coast that already transships goods for China, is
to be a free port.
"^^Young Whan Kihl, "North Korean Foreign Relations: Diplomacy of Promotive Adaptation,"
Journal of Northeast Asian Studies 10, 3 (Fall 1991), pp. 30-45.
^Pyongyang Times, December 21, 1991, p. 2. The Pyongyang Times editorial stated that the
credit for adopting the 1991 nonaggression pact went not only to "the wise leadership" of Presi
dent Kim II Sung and Comrade Kim Jong II and the "correct policy of national reunification"
advanced by the country's party and government, but also to "the consistent sincere efforts and
broad magnanimity" displayed by its side during the talks. The success was due especially, the
editorial continued, to the DPRK's "repeated concessions in many issues" including the adoption
of a single-text document, the question of converting the state of armistice into a state of peace,
the question of confidence building and disarmament, and the question of setting up a liaison
office.



Young Whan Kihl 91

Thesubsequent announcement of an agreement on making Korea nuclear
free reached by negotiators in Panmunjom on December 31, 1991, followed
by an exchange of the signed documents by the respective prime ministers
through Panmunjom on January 13, 1992, was also a significant step toward
lessening tensions on the Korean peninsula. This agreement prepares a basis
for a DPRK concession onthe nuclear-development issue. The DPRK foreign
ministry stated earlier, on December 22, 1991, that North Korea "willsign the
Nuclear Safeguards Accord under the Nuclear Non-Proliferation Treaty and
go through relevant procedures to get an inspection, on the premise that the
United States will make its stand clear" regarding the reported removal of
nuclear weapons from South Korea.'̂ ^ The sixth prime ministers' talks held in
Pyongyang on February 18-21, 1992, and the meetings between President
Kim II Sung and the visiting South Korean delegation also accelerated the
process of normalizing ROK-DPRK relations. As a result the Korean glacier
may finally begin to thaw and melt away in the post-Cold War era. The ulti
mate test of the success of these policy measures, however, will depend on
what happens to the DPRK after thepassing ofKim IISung in thedays ahead.
Until this moment of truth arrives, however, the overall trends in the Korean
peninsula promise to be toward relaxation of tension, institutionalization of
the peace process, and a greater cooperation and confluence between North
and South Korea.

December 28,1991, p. 8.



6. Foreign Policy Implications of Domestic
Political Developments in the Two Koreas

B. C. KOH

Of the myriad factors andforces that help shapeforeign policy, none may
be aspotent as the structure and dynamics of domestic politics. These encom
pass a wide range of variables such as the structure of decision making, espe
cially the degree of pluralism; elite images and predispositions; political
resources; and constraints on the latter.^

In an open system operating within democratic rules of the game, inputs
into foreign policy emanate from diverse sources: relevant government offi
cials; members and, particularly, leaders of national legislatures; interest
groups; and various "opinion leaders." Even in democratic politics, however,
foreign policy making tends, by and large, to beanelite process inwhich top-
echelon leaders ofthe executive branch play the dominate role.^

The elitist complexion of the foreign policy-making process is far more
pronounced in relatively closed systems than in open systems. Inclosed sys
tems, then, domestic structure impinges on foreign policy primarily through
elite images, predelictions, and behavior. To the extent that the latter are sus
ceptible to external influences, however, analysis of foreign policy in such
systems necessitates a scrutiny of nonelite variables aswell.

^For a discussion of the linkage between domestic political variables and foreign policy, see
Michael Brecher, The Foreign Policy System of Israel: Setting, Images, Process (New Haven,
Conn.: Yale University Press, 1972); Maurice A.East et al., eds.. Why Nations Act: Theoretical
Perspectives forComparative Foreign Policy Studies (Beverly Hills, Calif.: Sage, 1978); Patrick
J. McGowan and Howard B.Shapiro, The Comparative Study ofForeignPolicy: ASurvey ofSci
entific Findings (Beverly Hills, Calif.: Sage, 1973); James N. Rosenau, ed.. Domestic Sources of
Foreign Policy (New York: Free Press, 1967); idem, ed.. Comparing Foreign Policies: Theories,
Findings, and Methods (New York: John Wiley &Sons, Halsted Press Division, 1974); Henry A.
Kissinger, "Domestic Structure and Foreign Policy," Daedalus 95, 2 (Spring 1966); B. C.Koh,
The Foreign Policy Systems ofNorth andSouth Korea (Berkeley: University ofCalifomia Press,
1984).
^Barbara G.Salmore andStephen A.Salmore, "Political Regimes andForeign Policy," inEastet
al., eds.. WhyNations Act, pp. 106-7.
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The paucity—^in the case of North Korea, the virtual absence—of perti
nent data precludes a rigorous, in-depth examination of the ways in which
domestic political developments affect boththeformulation and implementa
tion of foreign policy in the two Korean states. The approach taken in this
chapter, therefore, is to identifythe salient aspects of domestic politicaldevel
opments and foreign policy in the two Korean states and then speculate about
the probable linkages between them.

Domestic Politics and Foreign Policy in
North Korea

The most striking feature of the domestic political stmcture of the Demo
cratic People's Republic of Korea (DPRK) is the extent to which it is domi
nated by its "great leader" {suryong) Kim II Sung. Kim, who concurrently
holds the titles of president {chusbk) of the DPRK and general secretary
{ch'ongbiso) of the Workers' Party of Korea (WPK), hasbeen in power con
tinuously since theinception of the DPRKin September 1948. His forty-five-
year tenure in office constitutes a world record.

Alsounparalleled is the length to whichNorth Koreahas gonein deifying
Kim II Sung. The Kim II Sung cult, to be sure, can find its antecedents and
analogues in those of Stalin, Mao Zedong, Ceausescu, Sadam Hussein, and
others; in terms of scope, intensity, and duration, however, the Kim cult is sec
ond to none.^ Kim's portraits, busts, statues, and putative words ofwisdom
are a permanent and ubiquitous fixture of the North Korean landscape; the
mandatory wearingof the buttonsbearing his portraits by North Korean citi
zens, a practice that has enduredfor nearly three decades, symbolizes both the
intensity of the cult and the degree of regimentationin North Korea.

The "inspired scriptures"^ of the Kim cult are sovoluminous that one can
even get degrees in them from Kim II Sung University. Kim has authored
more than a thousand books and pamphlets; in April 1991 the WPK Publish
ing House published volume 37 of The Works ofKim II Sung, whichincludes
his "classic works"—^thirty-four "historic speeches and talks"—produced
between January 1982 and May 1983.^ That the number ofvolumes already
published—and there are certain to be more in the months and yearsahead—

C. Koh, "Political Succession in North Korea: Problems and Prospects," paper presented to
thefirstinternational conference of theResearch Institute for National Unification, October 28-9,
1991, Seoul, Korea, p. 2.
"^Mary Ellen Fischer lists three requirements of a personality cult as (1) an inconography,
(2) inspired scriptures, and (3)an infallible leader. See herpaper, "The Ceausescu Cult: National
orPersonal?" presented attheannual meeting oftheMidwest Political Science Association, April
12-14, 1984, Chicago, 111., p. 1.
^See the lead article, complete with a picture of the new volume, in Nodong sinmun, April 8,
1991. It should benoted thatThe Works ofKim IISung (Kim II Sung chojakjip) is different from
other series that bear similar names. They are Kim II Sung sonjip (Selected Works of Kim II
Sung) and Kim IISung chojak sonjip (Selections from the Works of Kim II Sung).
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eclipses thecombined outputs of Lenin, Stalin, and Mao Zedong is testimony
notonly to thelongevity ofKim'sreign butalso to hisideological pretensions.
His vaunted chuch'e sasang (ideology of chuch'e or self-reliance) is portrayed
not merely as a creative adaptation of Marxism-Leninism to the realities of
Korea but also as an original universal ideology that is more suited to the
present era than Marxism-Leninism; by implication, theformer is superior to
the latter.^

Before speculating on the implications of both the Kim 11 Sung cult and
chuch'e sasangforforeign policy, we needto remark another salient feature of
North Korea's domestic structure, namely, the dynastic succession that has
been under way since the early 1970s. Ever since his electionas party secre
tary in charge of organization, propaganda, and agitation in September 1973,
Kim Jong11, Kim11 Sung's eldest andonly surviving sonby hisdeceased first
wife, has been groomed as successor; Kim Jong U's position as his father's
"only successor" wasall but formalized at theSixth Congress of theWPK in
October 1980. Since then he seems to have taken over the responsibility and
power of running North Korea.^ On December 25, 1991, North Korea
announced that Kim Jong II had been elevated (ch'udae) to the post of
supreme commander of the Korean People'sArmy at the nineteenth plenum
of the skth Central Committee of the WPK. This suggests that the formal
transfer of power from Kim 11 Sung to Kim Jong 11 has entered its final stage.®

For Kim 11 Sung's unprecedented succession plan to succeed, that is to
say, to survive his inevitable death, much work remains to be completed. The
legitimization and institutionalization of the plan needs to be bolstered and
solidified. Legitimization entails not only ideological indoctrination of the
North Korean populace but, more important, performance by the successor
that produces tangible benefits to the rank-and-file citizens.^ It is this pressing
necessity thatmay have implications for North Korea'sforeign policy.

No lesscompelling, from the standpoint of Kim 11 Sung and Kim Jong 11
alike, is the need to preserve the idiosyncratic brand of socialism they have
constructed in their domain in the face of socialism's worldwide decline.^^
This need, too, has important implications for the DPRK's domestic and for
eign policy.

Let us now turn to some of the more noteworthy aspects of North Korea's
foreign policy, which is broadly construed to encompass its policy toward all
externalentities. Notable amongthe latter are the four powerssurroundingthe
Korean peninsula, the Republic of Korea (ROK), and the United Nations
(UN). Four important developments in North Korea's foreign policy in the

^Kim Jong 11, Chuch'e sasang e taehayd (On the Ideology of Chuch'e) (Pyongyang: Chosdn
Nodongdang Ch'ulp'ansa, 1982),p. 77.
^For details regarding thechronology and dynamics ofthesuccession, seeKoh, "Political Succes
sion."

^Nodong sinmun, December 25,1991.
^Koh, "Political Succession," pp. 6-17.
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past few years are (1) its overtures toward Japan, (2) the deterioration of
Pyongyang-Moscow relations, (3) the change in Pyongyang's policy toward
the UN, and (4) the apparent ascendancy of pragmatism in its policy toward
Seoul.

Of the four, the most important is the second development, for it in turn
has contributed to the other three. Ironically, however, the second develop
ment happens to be one over which North Korea had the least amount of con
trol, for it was the product of the conjunction of change in Soviet policy and
vigorous diplomatic efforts by South Korea. Pyongyang's reversal of its two-
decades-long policy of not engaging in govemment-to-govemment contacts
with Japan can be understood as a compensatory response; should Pyongyang
succeed in establishing diplomatic relations with Tokyo, that would pave the
way for the influx of what Pyongyang hopes will be sizable capital, in the
form of "compensation" or "reparations," loans, and direct investments. Such
an influx of capital would in all probability more than compensate for the loss
of Soviet "economic cooperation"; it has the potential to rejuvenate North
Korea's sagging economy, something Soviet aid did not and perhaps could
not do.

In what ways do the characteristics of North Korea's domestic structure
affect its Japan policy? The cult of Kim II Sung implies the centralization of
policy making in North Korea; it is possible that most important policies, par
ticularly those involving a reversal of previous policy, are made at the top.
From the godlike stature Kim has attained in North Korea and the awe in
which he is held, moreover, one can infer that a sober appraisal of existing
policies and a dispassionate weighing of policy options may well be inhibited
even in the inner sanctums of power. Few will dare tell the emperor that he
has no clothes.^^

^®North Korea mounted a major effort toconvince its own citizens that it is both determined to
resist and capable of resisting the tide. See Kim Jong II, "Inmin daejung chungsim ui urisik sahoe
chuui nun p'ilsung pulp'ae ida" (Our Socialism That Is Centered on the Masses Is Ever-victorious
and Invincible), Nodongsinmun, May 27,1991. This is said to be the text of a speechKim Jong II
made to WPK Central Committee cadres on May 5, 1991; it occupies the first three pages of the
WPK daily organ. For an English-language version, see Kim Jong II, "Our Socialism Centered on
the Masses Shall Not Perish," Pyongyang Times, June 1,1991. The paper devotes the first six of
its eight pages to the speech.Indicativeof the importanceNorthKorea attachesto the KimJong II
speech is its subsequentpublicationas a separate pamphletby Choson NodongdangCh'ulp'ansa
(WPK publishing house).
^^Defector testimony, which one should treat with extreme caution, tends to buttress this line of
reasoning. Ko Yong-hwan, a 36-year-old former first secretary in the DPRK embassy in the
Congo, who defected to the ROK in March 1991, says that North Korean diplomats who are
posted abroad seldom transmit to Pyongyang any report that, no matter how important, may dis
please higher officials. He adds that long reports are explicitly discouraged and that even short
ones are frequently ignored. From a recording of a talk he gave at the Research Institute for
National Unification in Seoul in October 1991.
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The decision to seek diplomatic normalization with Japan, therefore, may
well have been made by Kim 11 Sung. It was unveiled during the visit to North
Korea by Kanemaru Shin, former deputy primer minister of Japan and leader
of the largest Liberal-Democratic party (LDP) faction in the Diet, and Tanabe
Makoto, then vice-chairman of the Social Democratic party of Japan (SDPJ)
inSeptember 1990.^^ The decision was formalized in the "three party declara
tion" by the WPK, the LDP,and the SDPJ, in which they recognized the obli
gation of Japan to apologize and compensate not only for Japanese colonial
rule in Korea but also for the "losses the Korean people have suffered during
the 45 years since the end of the [second world] war." The leaders of the two
Japanese political parties further committed themselves to "strongly urging
[their]government to begin govemment-to-govemmentnegotiations [with the
DPRK] with a view toward establishing diplomatic relations and solving other
problems."^^ The agreement was a major victory for Kim 11 Sung and for his
country.

The subsequent conduct of the North Korea-Japan negotiations for diplo
matic normalization, of which there had been eight rounds as of December
1992, can be understood in terms of the idosyncrasies of North Korea's
domestic structure. In a word, chuch'e sasang, which stresses national dignity
and pride, appears to have contributed to the rigidity of North Korean posture.
Even the imperative of succession politics—^the need to pave the way for the
infusion of Japanese capital and technology into North Korea—seems to have
been eclipsed by the dictates of chuch'e. As Kim 11 Sung told Yasue Ryosuke,
president of Japan's leading publishing company, Iwanami Shoten, in Sep
tember 1991:

The attempts by some countries to impose inspections of nuclear facilities on
us amount to a flagrant violation of our sovereignty. The nuclear inspection
issue is one which we should solve independently with the International
Atonuc Energy Agency pAEA]; it is not something that is amenable to solu
tion by internationalpressureof any kind.... It is plain that a country [suchas
NorthKorea] that equateschajusong[sovereignty and independence] with life
itself can never tolerate pressure, hence interference in its internal affairs,
from other countries.

An alternative interpretation of the rigidity North Korea displayed on the
nuclear inspection issue until December 1991 is that it was a function not only
of chuch'e but, more important, of Pyongyang's desire to continue what both

^^For details regarding the Kanemaru-Tanabe visit to North Korea, seeAsahi shinbun, Interna
tional Satellite Edition, September 26-29,1990.
^^Ibid., September 29,1990.
^^Nodong sinmun, November 11, 1991. The text ofYasue's interview with Kim, which was con
ductedon September26,1991, occupiesthe entire front page of the WPK daily organ.The Japa
nese version of the interviewappears in the September 1991 issue of Sekai, the monthlymagazine
publishedby IwanamiShoten, of whichYasue is the president.
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Washington and Seoul say is a project to manufacture nuclear weapons in
Yongbyon, about sixty miles from Pyongyang. On the other hand, it should be
recalled that North Korea had indicated a willingness to sign a nuclear safe
guards agreement with the IAEA in September 1991; its refusal to do so,
according to a statement issued by the spokesman for the DPRK Foreign Min
istry on September 14, 1991, was due to the adoption by the September 1991
meeting of the IAEA Board of Governors of "an unjustified resolution unilat
erally urging [North Korea] to sign a nuclear safegards agreement and ratify it
as quickly as possible." The spokesman labeled the move, spearheaded by the
United States and Japan, "a wanton encroachment upon the sovereignty of our
country and interference in its internal affairs.... We value sovereignty more
than anything else."^^

The deadlock on the nuclear inspection issue was finally broken on
December 31, 1991, when Pyongyang and Seoul initialed an agreement on
denuclearization, in which both sides pledged not to "test, manufacture, pro
duce, accept, possess, store, deploy or use nuclear weapons." They also prom
ised not to "possess nuclear reprocessing and uranium enrichment facilities."
Finally, they agreed toallow mutual inspections ofnuclear installations.^^ On
January 30, 1992, North Korea signed a nuclear safeguards agreement with
the lAEA.l'^

The second major development in North Korea's foreign policy, the dete
rioration of Pyongyang-Moscow relations, as noted, has more to do with
actions taken by Moscow and Seoul than with Pyongyang's policy per se.
Nonetheless, Pyongyang did have a range of options in responding to the
stunning speed with which Moscow and Seoul normalized their diplomatic
relations. That it responded in the way it did—which is harshly to denounce
Moscow without taking the extreme step of severing ties altogether—
reflected the needs and attributes of its domestic politics. While chuch'e
demanded a shrill articulation of indignation, the imperative of system main
tenance argued against any rash retaliatory measure.

Five days after the establishment of diplomatic relations between the
Soviet Union and South Korea on September 30, 1990, North Korea vented
its anger in a Nodong sinmun commentary entitled "'Diplomatic Relations^
That Are Sold and Bought With Dollars." Noting that Seoul had reportedly
pledged economic cooperation to Moscow "to the tune of 2.3 billion dollars,"
the commentary said that "the Soviet Union sold off the dignity and honor of
a socialist power and the interests and faith of an ally for 2.3 billion dollars."
Nodong sinmun hastened to point out that since South Korea did not have
such a huge sum of money, it would most likely come from a "special fund of
the U.S. imperialists for undermining socialism." In a word, according to

^^Pyongyang Times, September 21, 1991, p.8.
^^Korea Newsreview, January 4, 1992, p, 14.
'̂̂ New York Times, January 31, 1992.
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Nodong sinmun, Moscow and Washington were colluding with each other to
perpetuate the division of the Korean peninsula:

There is no change in the basic strategy of imperialism to overthrow socialist
countries by means of military threats and blackmail, economic bribery and
subjugation, and ideological and cultural contamination. A dignified and inde
pendent socialist country must naturally heighten vigilance against this and
never fall into the trap laid by the crafty imperialists, blinded by the lure of
dollars.^^

North Korea showed a little more restraint in April 1991 when Soviet
president Mikhail Gorbachev held a summit meeting with ROK president Roh
Tae Woo on Cheju Island. While mincing no words to vilify Roh, a Nodong
sinmun commentary conspicuously refrained from mentioning Gorbachev by
name. Instead, it accused Roh of "wooing the guest who was returning empty-
handed from his Japan tour" and said that "the recent meeting [between Roh
and Gorbachev] exposed the tragic sight of a family on the decline." Nodong
sinmun, however, accused "the Roh group" of becoming "more arrogant after
joining hands with the Soviet Union" and of dragging its feet in inter-Korean
dialogue, "claiming to be superior in strength" and "deepening confrontation
and division." In a revealing passage, Nodong sinmun wrote:

If the south Korean authorities had not deliberately brought the inter-Korean
high-level talks to a crisis point, a more reasonable and flexible way of joining
the United Nations would have been discussed.

Exactly a month later. North Korea made the stunning announcement that
it would apply for separate membership to the UN, thereby reversing a policy
it had steadfastly pursued since 1973. With the benefit of hindsight, the state
ment quoted above can be construed as a veiled reference to the policy change
that would soon materialize.

North Korea made it plain that it was changing its UN policy grudgingly.
In a statement issued on May 27,1991, the DPRK Foreign Ministry stated that
North Korea had no choice but to apply for membership in the UN in order to
deal with a "temporary difficulty" created by South Korea's decision to join
the world organization as a separate member. Implying that South Korean
membership was certain. North Korea asserted that South Korea's presence as
a full-fledged member might lead to "biased discussion of important issues
affecting the interests of the entire Korean people on the UN stage, producing
grave consequences." North Korea characterized the circumstances that made

^^Nonp'yong'won, "Ttalla rop'algo sanun 'oegyo kwan'gye',"7^0i/ortg sinmun, October 5,1990,
p. 2. The amount of "economic cooperation" South Korea pledged to the Soviet Union was not
2.3 billion dollars but 3 billion dollars.

^ '̂"One-act Play' in Cheju Island," Pyongyang Times, May 4, 1991, p. 8. Thisis a translation of
an article signed by "commentator" {nonpydng'won) that appeared in the April 27,1991, issue of
Nodong sinmun.
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separate UN membershipby the two Korean states necessary as "abnormal,"
pledging that it wouldnot abandon efforts to attain singlemembership for all
of Korea.^^

The pivotal factor in Pyongyang's UN decision was China. With change
in Soviet policy, China had remained North Korea's only hope; by casting a
veto in the UN Security Council, China could block South Korea's applica
tion for UN membership. To Pyongyang's chagrin, however, Beijing appar
ently decided that pragmatic considerations—notably, the need not to
jeopardizeits growingeconomicrelationswith Seoul and to avoid diplomatic
isolation in the UN—outweighed the need to please its longtime friend and
staunch ally. That Pyongyang had little leverage over Beijing probably facili
tated Beijing's decision. Although Beijing found it useful and comforting to
have a hard-line Leninist regime as a neighbor in a world of socialism's
demise, Pyongyang needed Beijing even more. Not only was China's survival
as a socialist state reassuring, but North Korea counted China as one of the
two most important sources of assistance, the other being Japan. Against this
backdrop, Beijing apparently conveyed its position to Pyongyang; given its
timing, the visit of PRC premier Li Peng to Pyongyang may have been deci
sive. Li was in North Korea from May 3 to 6, 1991, on an "official goodwill
visit," meeting Kim II Sung on May 4?^ As noted. North Korea announced its
decision to apply for UN membership three weeks later.

Apart from the China factor, chuch'e, a comerstore of North Korea's
domestic structure as well as foreign policy, seems to have played a part in the
UN decision. As the DPRK Foreign Ministry statement cited above suggests,
once it concluded that South Korea's UN membership could not be fore
stalled, North Korea felt that it should not allow the hard-won symmetry in
the status of the two Korean states at the UN tilt in South Korea's favor. If the

latter's status was to be upgraded from observer to full-fledged member, then
North Korea's needed to be upgraded also. Pyongyang's public explanation
that South Korean membership would lead to one-sided discussions of the
Korean issue at the UN was unconvincing. Pyongyang is familiar with the UN
practice of allowing all parties to a dispute to participate in discussions
regardless of their status at the UN.

Finally, the apparent ascendancy of pragmatism in Pyongyang's policy
toward Seoul, which helped to produce an inter-Korean agreement on "recon
ciliation, nonagression, economic exchanges and cooperation" in December
1991 merits discussion. It was not, of course, change in Pyongyang's policy

^Nodong sinmun, May 29, 1991. It is noteworthy that the publication of this statement in the
WPK daily organ was delayed for a day; what is more, it appeared on page three of the paper. The
statement, however, was released by the Korean Central News Agency (KCNA) on May 27.
^^Pyongyang Times, May 11, 1991. Kim Jong 11, who does notusually meet foreign leaders, was
at his father's side when the meeting took place. Significantly, Kim Jong ll's only foreign trip
since being named Kim 11 Sung's successor has been to China, and he has met all Chinese leaders
who have visited North Korea in recent years.
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alone that led to what may well turn out to be a major milestone in inter-
Korean relations. Seoul had made concessions, too. Our query here, however,
is why did Pyongyang moderate its posture to Seoul?

The two sides agreed to take a number of steps to improve their bilateral
relations. They agreed to "respect each other's political and social system"
and refrain from interfering in each other's internal affairs, from slandering
and vilifying each other, and from attempting to "sabotage and subvert" each
other. They explicitly renounced the use of force against each other,pledging
to settle all disputes through dialogue and negotiation. They agreed to "carry
out exchanges and cooperation in diverse fields, including science, technol
ogy, education, literature, arts, health care, sports, environment, publishing,
and journalism." They agreed to "permit free correspondence, reunions and
visits between family members and other relatives dispersed in south and
north." They would also "reconnect railroads and roads that have been cut off
and ... open North-South land, sea, and air transport routes." To facilitate its
implementation, the agreement provides for the establishment of several struc
tures—a North-South liaison office to be set up in Panmunjom, two subcom
mittees, two joint committees, and possibly more.^^

Should the agreement be implemented faithfully, a new era of genuine rec
onciliation and cooperation between the two Koreas will dawn on the penin
sula. What does North Korea hope to get out of the agreement? To rejuvenate
its sagging economy. North Korea urgently needs an infusion of capital, tech
nology, modern equipment, and managerial know-how. The least expensive
way of getting all this is to normalize diplomatic relations with Japan, for nor
malization is certain to entail substantial compensation for colonial rule from
Japan. However, Japan has set a number of preconditions, of which the two
most important are North Korea's acceptance of mutual inspections of nuclear
facilities by North and South Korea and progress in inter-Korean relations. In
other words. North Korea needs the inter-Korean agreement to pave the way
for an influx of Japanese money and technology.

Additionally, Kim 11 Sung may have concluded that expanding exchanges
and cooperation with South Korea makes economic sense. He must also be
aware of the risks involved—the danger of "ideological contamination" and
the possible erosion of the unique system of chuch'e socialism he has forged
over four decades. He may nevertheless have concluded that the benefits will
eclipse the costs and that the risks can be minimized through a combination of
ideological indoctrination and a careful management of North-South
exchanges and cooperation.

^Hanguk ilbo, December 14, 1991. For an unofficial English translation of the agreement, see
Korea Newsreview, December 21,1991, pp. 10-11.
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Domestic Politics and Foreign Policy in
South Korea

If one word can sum up the changes that have occurredin South Korea's
domestic political scene in the past four years, it is democratization. To be
sure,democratization is a processas well as a destination; no one, not eventhe
most ardentsupporterof President Roh TaeWoo, will be rash enoughto sug
gest that South Korea has finaUy reached its goal.

Nonetheless, the amount of change that has already occurred is impres
sive.^^ Particularly notable is the liberalization of controls onfreedom of the
press andof expression sincethe inauguration of the SixthRepublic in Febru
ary 1988. Elections have become freer than before, even though the role of
money andhencetheadvantages of government party candidates remain undi-
minished. The stellar performance of opposition parties in the National
Assembly election of April 1988would not have been possible had there not
been a measurable decrease in government manipulation of votes and elec
toral irregularities. In that election, opposition parties captured moreseats in
the Assembly than the government party, producing the phenomenon of yoso
yadae (small government party, big opposition parties). For the first time
since the days of PresidentSyngmanRhee, the National Assembly was able to
perform its constitutional function of checking and balancing the executive
branch.^^

The electoral verdict of April 1988, however, was effectively nullified in
January 1990, when the ruling Democratic Justice party (DJP) merged with
two of the three opposition parties. The new government party, named the
Democratic-Liberal party, nowcontrolled more than two-thirds of the seats in
the National Assembly, thus relegating the latter once again to a de facto rub-
ber stamp.

Notwithstanding this and other developments—such as the lack of prog
ress or even deterioration in the human rights situation involving dissidents
and prisoners of conscience—South KoreaunderRohTae Woo is patently less
authoritarian than it was under his two immediate predecessors. Interest artic-

C. Koh, "A Midterm Assessment of the Roh Tae WooGovernment,"A5W« Update, February
1990 (New York: Asia Society), and idem, "Democratization and Extemal Relations," a paper
presented to the International Conference on Korea's Democratic Experiment underthejoint aus
pices of theAsiatic Research Center, Korea University, andCarnegie Council on EthicsandInter
national Affairs, Seoul, Korea, June 27-28,1991.
^Chun^ang Sorfgo Kwalli Wiwonhoe, Sbn'go Kwalli (Election Management) (Seoul, 1988),
p. 110.
^The National Assembly hasbecome not only a rubber stamp but a toolof majority tyranny. To
citebut one example, in May 1991 the majority partyuseda "sneak attack" tacticto ramthrough
the Assembly two bills amending the National SecurityLaw and the PoliceLaw.After forcibly
blockingmembers of the oppositionparty from entering the mainAssemblyhall, the government
party enacted the bills into law in just thirty-five seconds. The opposition party had demanded
more extensive revisions of the laws than the majority party proposed. Chosbn ilbo, May 11,
1991.
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ulation has become more nearly autonomous than was the case during the
Park Chung Hee and Chun Doo Hwan regimes.

If one accepts the premise that South Korea today is a little closer to the
goal of democracy than before, then one needs to ask whether that makes any
differencein foreign policy making. Theoretically, at least, public opinion and
interest groups can no longer be brushed aside. The National Assembly,how
ever, does not appear to be playing a larger role. While the Assembly does
have the power to question cabinet members—and Assembly members,
including those belonging to the majority party, do occasionally ask tough
questions and articulate their own views on foreign policy—^its net impact on
foreign policy seems negligible.

It should be noted that this situation is not unique to South Korea. Michael
Brecher's study of foreign policy making in Israel has shown that the ''Knesset
plays a marginal role in foreign policy.... Debates on foreign affairs contrib
ute to public education;... The Knesset's primary role is to legitimate Gov
ernment acts." Brecher adds, however, that the Foreign Affairs Committee of
the Israeli parliament, thanks to the high quality of its members, "has always
exerted intangible influence on Israel's foreign policy.

The generalization, noted at the outset of this paper, that foreign policy-
making tends to be an elite process dominated by the executive branch strikes
this observer as germane to South Korea. Since the executive branch is by no
means monolithic and different players—such as top aides in the Blue House,
the Agency for National Security Planning (ANSP), the prime minister's
office, the Foreign Ministry, the Defense Ministry, the Unification Board, the
Economic Planning Agency, and the Ministry of Commerce and Industry—
may have differing perceptions and priorities, however, there is room for some
pluralism in policy making. If the widely held view that Roh Tae Woo is not a
strong leader is valid,^^ then those with the best access to him may have an
upper hand in policy debates and formulation. This suggests that top aides in
the Blue House and others with whom Roh is particularly close may wield an
inordinate amount of influence in domestic and foreign policy alike.

It comes as no surprise, therefore, to leam that presidential assistants and
emissaries have played a key role in the pursuit of the "northern policy" (puk-
bang chbngch'aek or nordpolitik), the centerpiece of Roh Tae Woo's foreign
policy The vigor with which the Roh Tae Woo government has pursued the
northern policy, however, cannot be divorced from Roh's apparent determina-

^Biechei, Foreign Policy System, pp. 129-31.
^^See, for example, An Pyong-yong, "No t'ae-u taet'ongnyong chidoryok ui segaji t'ukjing"
(Three Characteristics of President Roh Tae Woo's Leadership),Sin tong'a, April 1991, pp. 152-
63.

^Kim Hakjoon, chief assistant to President Roh for policy research, writes that Pak Chul-un, a
close aide as well as a relative of Roh Tae Woo, is one of the chief architects of Roh's northem

policy. See Kim Hakjoon, "Republic of Korea's Northem Policy," a paper presented to the Inter
national Conference on Korea's Democratic Experiment, Seoul, Korea, June 27-28, 1991.
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tion to achievea breakthrough both in foreign and in reunification policies. In
other words, a domestic political development—namely, Roh's election as
president—^goes a long way toward explaining the priority that policy has
received, which in turn has been a key factor in the success of that policy.

Whatneedsstressing, however, is that therehavebeenotherfactors in the
equation of the northern policy. The spectacular results of that policy, of
which the most notable is the breathtaking speed with which South Korea has
developed its relations with what is now called the former Soviet Union, owe
not only to the Roh govemment's unstinting diplomatic efforts but, more
important, to the fortuitous convergence of at least three factors: (1) Seoul's
northern policy, (2) change in Soviet foreign policy, and(3) Seoul's record of
economic development.

Had it not been for the ascendancy of Mikhail Gorbachev's "new think
ing" (glasnost) and perestroika, Seoul's diplomacy would not have suc
ceeded. Nor could these two factors have sufficed. The impressive record of
economic development South Korea had compiled since the 1960s provided
the crucial incentive for Gorbachev. The opportunity to host the 1988 summer
Olympic games in Seoul also helped to accelerate the process. In short, credit
for the success of South Korea's northern policy must be shared, albeit not
equally, by four political leaders: (1) the late Park Chung Hee, who presided
over South Korea's transformation from a poor Third World country into an
economic powerhouse in Asia; (2) ChunDooHwan, who was instrumental in
winning the rightto hostthe Seoul Olympics andwho oversaw thebulkof the
preparatory work; (3) Roh Tae Woo, who elevated northern diplomacy to
Seoul's foremost foreign policy objective; and (4) Gorbachev, who reshaped
Moscow's Korea policy guided primarily by pragmaticconsiderations.

South Korea's northern policy has helped to alter North Korean policy as
well. All of the four key developments in Pyongyang's foreign policy exam
ined earlier—its Japan policy, its relations with Moscow, its policy toward
Seoul, and its UN policy—are linked to Seoul's northern policy.

Another example of linkage between South Korea's domestic politics and
foreign policy may be found in Seoul's relations with Washington, notably
Seoul's refusal, despite intense pressure from Washington, to open its rice
market. ROK foreign minister Lee Sang-ok reportedly told Carla Hills, the
U.S. Trade Representative, on November 11, 1991, that South Korea would
not open its rice market"under any circumstances" because it needed to "pro
tect the interests of [its] farmers." ROK minister of commerce and industry
Lee Bong Suh was also quotedas having told Hills that the issue of "opening
the rice market has emerged as a sensitive political issue in our country,"
explaining that it would therefore be "impossible" for his government to
accede to the American request.^^ Flexing its muscle. South Korea's principal

^^Hanguk ilbo, November 12, 1991. Carla Hills, along with Secretary of State James Baker and
other U.S. officials, was in Seoul to attend an Asia Pacific Economic Cooperation (APBC) meet
ing.
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agricultural interest group, Nonghyop Chung'ang-hoe (the Central Organiza
tion of Agricultural Cooperatives) collected 2.2 million signatures on a peti
tion it sent to President George Bush and the secretary general of GATT
(General Agreement on Tariffs and Trade) expressing South Korean farmers'
"absolute [opposition to] the opening of South Korea's ricemarket."^^

It is, of course, possible thatpressure fromfarmers andtheirorganizations
alone cannot account for Seoul'spolicy on rice imports. That the same policy
was maintained during previous regimes suggests that its main source is per
ceived national interests. Nonetheless, it is plausible that the democratization
underway in South Korea has indeed increased the weight of farmers' inter
ests in the policy calculus.

Finally, the impact of domesticpolitics can be postulatedin South Korea's
policy toward North Korea as well.The Roh government's policy toward the
North has been remarkably conciliatory and effective. Nonetheless, the Roh
govemment has been somewhat constrained by the need to appease domestic
constituencies thatby andlarge clingto a hard-line approach. Notable among
these are the military and refugees from the North. Both of these are formida
ble groups; theywieldconsiderable powerin SouthKorean politics, albeitnot
overtly. Onemusthasten to add that the Roh government's reluctance to give
Pyongyang the benefit of the doubt stems, to a striking extent, from Pyong
yang's own track record and intransigent behavior. One example of the latter
is the'refusal, until December 1991, of the North Korean press to reciprocate
goodwill gestures from South Korea. Although the South Korean press
stopped referring to North Korea as "puppets" many years ago, the North
Korea press continued to refer to the Roh government as the "fascist puppet
clique" until December 1991. More serious is North Korea's adherence to its
"unitedfront" tacticof encouraging and insistingon dealingdirectly with var
ious opposition groups in SouthKorea whilesimultaneously carrying out dia
logue with the Roh govemment. What effect the December 1991 agreement
will have on this aspect of North Korean behavior remains to be seen.

Despiteall this, one gets the strong impression that the Roh government's
policy toward the North has not always been as flexible as it claims. An inter-
Korean agreement, for example, could have been signed in December 1990
instead of a year later had not Seoul insisted on what was tantamount to a
capitulation by Pyongyang. The collapse of socialism in Bastem Europe and
in the Soviet Union, the success of its northern policy, and North Korea's eco
nomic difficulties—all of these things undoubtedly have bolstered Seoul's
confidence, sharply curtailing any incentives for compromise. North Korea's
complaint that Seoul has become "arrogant"^^ is not groundless.

What made the inter-Korean agreement possible in December 1991 was
not only Pyongyang's display of pragmatism but also Seoul's willingness to

^®lbid., November 26,1991.
^^See, for example, "'One-act Play' in Cheju Island," Pyongyang Times, May 4,1991, p.8.
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be more flexible than before. One may hazard the guess that Roh Tae Woo's
political need may have been a factor. With only fourteen months left in his
term of office, Roh needed a stellar achievement in his policy toward Pyong
yang. Although hisnorthern policy hasbeen extraordinarily successful and he
could relish the ROK's admission to the UN, he had yet to usher in a new era
of reconciliation and cooperation between North and SouthKorea—a goal he
had enunciated in his inaugural speech in February 1988. Democratization, it
is true, was making steady progress. Yet it would most probably not be con
solidated during his term. In economic policy, his track record was mediocre
or, perhaps, dismal. In 1991 South Korea had a record trade deficit of nearly
$10 billion. In a word, Roh needed a breakthrough in inter-Korean relations.
And he seems to be very close to having his wish fulfilled.

Conclusion

Although domestic politics exerts potent influence on foreign policy in
the two Korean states, the specific contents of the linkage between the two
phenomena remain elusive. This chapter, therefore, is a largely speculative
exercise. From the salient characteristics of their respective political systems,
including recent developments, onecanpostulate that thepotency of domestic
structure on foreign policy is greater in North Korea than in South Korea.

Three key features of North Koreanpolitics, all interrelated, help account
for manyaspects of its foreignpolicy. They are (1) the cultof personality cen
teredon Kim II Sung, (2) the apotheosis of chuch'esasang, and (3) the dynas
tic succession that has been under way for nearly two decades. These may
affect Pyongyang's foreign policy in diverse ways. The extreme length to
which the cult is carried suggests an extraordinary degree to which policy
making may be centralized; the enormity of the social distance between the
Great Leader and other participants in decision-making councils; the diffi
culty of transmitting the necessary information to the top; and a sluggishness
in decision making, particularly in responding to new stimuli in the external
environment—these can only impede a rational assessment of policy options.

An unswerving commitment to chuch'e leads to a hypersensitivity to
national dignity, pride, and sovereignty; rigidity; and self-righteousness. The
successful implementation of the succession plan, in which substantial
progress has already been made thanks largely to the sheer longevity of the
preparatory or transition period, necessitates performance by the successor,
Kim Jong II, who seems to have alreadybecome NorthKorea's de facto man
agerof domestic affairs. Performance means more thananything else revital
izing North Korea's flagging economy and raising the living standard of its
citizens; this revitalization requires an injection of a large dose of pragmatism
into economic and foreign policies alike, for the two are related. The sudden
reversal in North Korea's policy toward Japan in late 1990 and Pyongyang's
energetic pursuit of diplomatic normalization with Tokyo can be understood
against the preceding backdrop.
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The rigidity Pyongyang has displayed in its negotiations with Tokyo may
be linked, among other things, to its chuch'e sasang, Chuch'e also helps to
explain change in North Korea's UNpolicy, for its desire to preserve the hard-
won symmetryof its status in the UN with its arch rival appears to have been a
key factor in its calculations. The apparent breakthrough in inter-Korean rela
tions, signaled by the signing of an agreement on nonaggression and eco
nomic cooperation in December 1991, indicates that pragmatism, fueled by
pressing domestic needs, is now in the ascendancy.

As far as South Korea is concerned, the most conspicuous change in its
domestic politics has been democratization, which began with the inaugura
tion of the Sixth Republic in February 1988. The predominantly elitist nature
of foreign policy making, however, remains unchanged. Nor has the National
Assembly made any significant inroad into the foreign policy realm, leaving
top officials of the executive branch, particularly those with the best access to
the president, as the dominant players. President RohTaeWoo'spersonal pre-
delictions, notably his apparent desire to achieve a breakthrough in foreign
and reunification policies,have played a majorpart in shapingforeign policy,
of which the centerpiece has been his vaunted northern policy.

The success of that policy, however, must be seen in its proper perspec
tive: it is the product of the fortuitous convergence of a number of develop
ments, of which the Roh government's diplomatic efforts is but one. The
others include the groundwork laid by Roh's two predecessors, the late Park
Chung Hee and Chun Doo Hwan, and most important, the ascendancy of
pragmatism in Soviet foreign policy under Mikhail Gorbachev.

The impact of democratization on foreign policy may be seen in the
enhanced role of public opinion and interest groups. Thus one may hypothe
size that two powerful interest groups, the military and the refugees from
North Korea, help set limits to the extent to which the Roh government can
adopt a conciliatory posture toward North Korea. In contrast, Roh's political
need—^his desire to achieve a breakthrough in inter-Korean relations before he
steps down—can neutralize countervailing influences. Seoul's dogged resis
tance to Washington's mounting pressure to open its rice market is another
example of the growth in the power of interest groups, although the latter may
not necessarily be a decisive factor.

Domestic political developments, then, will continue to play a pivotal role
in the evolution of foreign policy in Seoul and Pyongyang alike. While further
progress in democratization in South Korea may serve to tone down the elitist
complexion of foreign policy making somewhat, it may also produce salutary
effects on inter-Korean relations. For it may well convince North Korea of the
futility of its "united front tactic," which it is obligated to jettison under the
terms of the inter-Korean agreement of December 1991.

Progress in the legitimization of the political succession in North Korea,
fueled by diplomatic normalization between Pyongyang and Tokyo and the
attendant infusion of much-needed capital and technology into the North
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Korean economy, has the potential to generate positive consequences as well.
Coupled with the benefits of expanded exchanges and cooperation with South
Korea, the aid from Japan—^much of it in the form of compensation or repara
tions—will help rejuvenate the North Korean economy and improve the
North Korean people's standard of living. A major challenge for the North
Korean leadershipwill be how to manage the influx of not only Japanese cap
ital and technology but also South Korean goods and know-how without
destabilizing their political system. The example of China, although marred
by the Tiananmen incident of June 1989, could serve as a model: it has shown
that pragmatism in economic and foreign policies need not undermine politi
cal orthodoxy. China's "success," though, may be illusory and short lived. An
unforeseen development in China's political scene may well have a ripple
effect on North Korea as well.



7. Confidence-Building Measures vs.
Conflict-Laden Scenarios in

Post-Cold War Korea

THOMAS W. ROBINSON

The abrupt and unexpected end of the Cold War in 1989-90 and the
equally surprising and sudden fall of communism in the Soviet Union in
1991 have imparted a new dynamism to events on and surrounding the
Korean peninsula. The old international system built upon the structure of
superpower bipolarity and nuclear deterrence has been sundered. But no
definitive set of arrangements worthyof the name"system"has yet takenits
place. Global and regional security arrangements are therefore undermined
if not fractured. It is true that the probability of global conflict has been all
but eliminated for the foreseeable future. But because the potential for rapid
change is high at all levels—global, regional, and subregional—it is unclear
whether international actors will seize the opportunity thus presented to con
struct new, higher-order systems or drift along without vision and risk
breakdown into a plethora of regional or subregional conflicts. The present
juncture thus cries out for new thinking about the future of Korea as it
relates to these developments and possibilities.^

This is all the more so since trends on the peninsula, in train for many
years, are now approaching their respective end points more or less simulta
neously. These include the Kim II Sung succession in North Korea (Demo-

new industry essaying on the "new world order" is emerging. Among these, seeinparticular
those in Foreign Affairs by William Hyland (Spring 1990 and the 1991/92 annual), Theodore
Sorensen (Summer 1990), Paul Nitze and Robert W. Tucker (Fall 1990), William Pfaff (1990/91
annual), John Lewis Gaddis (Spring 1991), Robert D.Hormats (Summer 1991), Zbigniew Brzez-
inski (Fall 1991), and David Gergen, Lawrence Freedman, and Strobe Talbott (1991/92 annual);
and inForeign Policy byWilliam Maynes (Spring 1990), Marshal Brement (Fall 1990 and Fall
1991), Joseph Nye, Jr. (Fall 1990, as well ashis Bound toLead: The Changing Notion ofAmeri
can Power [New York: Basic Books, 1990]), Gregory Flynn and David J. Scheffer (Fall 1990),
Stanley Hoffmann (Winter 1990-91), Ted Carpenter (Fall 1991), and James Schlesinger (Winter
1991-92). Seealso Richard J. Bamet, "Reflections (The Disorders ofPeace),"/Vew Yorker, Janu
ary 20,1992, pp. 62-74.
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cratic People's Republic of Korea); the shifting of the conventional South-
North military balance slowly but decisively in favor of South Korea
(Republic of Korea); the impending socioeconomic crisis in the North born
of the massive failure of communist rule over four decades; the further
emergence of democracy and a fully interdependent, developed economy in
the South; and continuous movement toward acquisition of a nuclear weap
ons capability by the North. To this list should be added such important
Asian regional developments as the withdrawal pro temps of the Soviet
Union as a major participant, the impending improvement of Japanese-
Soviet relations, the construction of a highly capable Japanese military force
and the consequent reentry of Japan into overall Asian security calculations,
the continued growth and external participation of a still-reforming China in
Asian regional and global affairs, the slow but inexorable withdrawal of
American military forces from Asia, and the emergence of a dynamic and
productive Asian and trans-Pacific economy based on continued high
growth rates and increasingly high levels ofnational wealth.^ The stage is
thus set for major changes on and around the Korean peninsula that, whether
peaceful or conflictual, will surely be transforming. The most important
change is, of course, the impending reunification of Korea.

Analysts and decision makers in all the relevant nations have spent a
great deal of their attention and material wherewithal over many years try
ing to figure out how to keep the peace on the peninsula and how to make
initial preparations for changes in the two Koreas that would eventually lead
to reduction of tensions if not outright reunification. Many documents were
drawn up, a military strategy was worked out between the South Koreans
and the Americans, forces were fielded by way of implementation, probably
too many conferences were held on the subject of Korea's future, and a few

^See, inter alia, for non-Korea specific developments: Jo Dee Catlin Jacob, ed.. Beyond theHoppo
Ryodo: Japanese-Soviet-American Relations in the 1990s (Washington, D.C.: American Enter
prise Institute, 1991); Defense of Japan (Tokyo: Japan Times, annually); Intemational Institute
for Strategic Studies,Strategic Survey (London: IISS, annually); Robert J. Kleinberg, China's
Opening to the Outside World: The Experiment with Foreign Capitalism (Boulder, Colo.: West-
view, 1990); U.S. Congress, Joint Economic Committee, China's Economic Dilemmas in the
1990s: The Problems of Reform, Modernization, and Interdependence (Washington, D.C.: U.S.
Govemment Printing Office, 1991); Samuel S. Kim, China in and out of the Changing World
Order (Princeton, N.J.: PrincetonUniversity, Center of Intemational Studies, 1991); William J.
Crowe,Jr., and Alan D. Romberg, "Rethinking Security in the Pacific,"Foreign Affairs, Spring
1991, pp. 122-40; U.S. Department of Defense, "A Strategic Framework for the Asian Pacific
Rim," April 1990, and the Febmary 28, 1991, supplement; Peter Drysdale, International Eco
nomicPluralism: Economic Policy inEast Asia and thePacific (NewYork:ColumbiaUniversity
Press, 1988);Ronald D. McLaurin and Chung-inMoon, The UnitedStates and the Defenseof the
Pacific (Boulder, Colo.: Westview, 1990); James A. Baker, III, "America in Asia," and Robert A.
Scalapino,"The U.S. andAsia: Future Vxospocts," Foreign Affairs, Winter 1991/92,pp. 1-18 and
19-40, respectively; Benjamin S. Lambeth, "The Declining Soviet Threat: Implicationsfor Inter
national Security and Regional Prospects for the Korean Peninsula," Korea and WorldAffairs,
Spring 1991, pp. 85-101.
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creative ideas were even forwarded. However, most of those pieces of paper,
much of that military strategy, and the reports of most of those conferences
have been overtaken by the events of the post-1989 period. That goes in par
ticular for the term "confidence-building measures," or at least much of its
specific contents as applied to the Korean case.^ It is time, therefore, for a
fresh look at the entire situation.

Indeed, the whole approach stressing step-by-step mini-solutions to the
Korean "problem" (i.e., a split country with one side deliberately attempting
to impose its will on the other by military force or subversion), symbolized
by the term "confidence-building measures," seems to require fundamental
questioning and perhaps wholesale alteration. This approach was founded
on the assumption of the static (or very slowly changing) nature of the glo
bal system, of ultimate superpower control overmajorchanges on thepenin
sula exercised through the exclusive possession of nuclear weapons, of
domestic control by the Korean Workers' Party (i.e., Kim 11 Sung and his
family entourage) over the North Korean populace, of a rough balance
between military forces south and north of the demilitarized zone (DMZ), of
the lastingnature of communist powerin all states ruledby suchparties, and
of the reunification of Korea only much later and then in some rational,
peaceful, agreed-upon manner.^ None of these assumptions meets the test
when matched with the reality of the early 1990s.

So it seems time to look at the Korean problem from the beginning. That
means figuring out how the new configuration of security relations among
the outside powers may impinge on the situation on the peninsula, what
likely alternative succession scenarios might occur in the North and how

^"Confidence-building measures" usually refertounilateral, joint,or tacitly cooperative measures
in the armscontrolarenabroadlydefmed anddependin theKoreancasemoreor lessexplicitly on
parallels with the NATO-WTO experience during the 1970s and1980s. One good way to foDow
the Korea-related literature is via iht Korean Journal of DefenseAnalysis (1989-), especially arti
clesby Yong C. Kim (Summer 1989), James Goodby andRobert Hunter (Summer 1990), Tho
mas Wilbom (Winter 1990s), and the Special Issue on Arms Control on the Korean Peninsula
(Summer 1991). Seealso the writings of Ahn Byong-joon, especially his"Arms Control on the
Korean Peninsula: Its Prospects and Intemational Context," in Security and Economics in the
Asia-Pacific Region, ed. Gerrit W. Gong and Richard L. Grant (Washington, D.C.: Center for
Strategic andIntemational Studies, 1991), andidem, "AnArms Control Process in Korea: Issues
and Prospects," this volume; and Baek Jong-chun and Rhee Seonghan, "Arms Control on the
Korean Peninsula: Past, Present, and Future," Jowr/ifl/ of East Asian Ajfairs, Summer/Fall 1991,
pp. 393-401.
"^Tiere is, ofcourse, a large literature on Korean reunification, best reviewed in the publications
of the Research Center for Peace and Reunification of Korea. These include the joumal Korea and
World Affairs (especially articles by Lee Hong-Koo [Winter 1990] and Kim Hak-joon [Spring
1991]), the multivolume Korean Unification Study Series (ten books through 1989), and the
three-volume KoreaReunification, covering theyearsof 1976-86.In addition, see i\it Journal of
EastAsianAffairs, articles by Kim Cae-won andKim Young-yeh (Summer/Fall 1991); andKim
Hak-joon, "Korean Reunification: A Seoul Perspective," paper presented at the Conference on
Unification of Multi-System Nations,Taipei, Taiwan,September27-29,1991.
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they could affect relations between Pyongyang and Seoul, how and when
reunification might come about, and what in particular may have to be done
about the North Korean nuclear weapons program and how that program
and the reactions to it could affect the previous two topics. The composite of
these trends will form the new meaning of "confidence-building measures"
for the 1990s.

Asian Security Post-Cold War and Korea

Despite the fluid nature of the post-Cold War world, it is not difficult to
understand the trends and forces at work that will eventually coalesce to
form a new Asian security system. Only remnants of the old system remain,
together with intimations of what could come, but broad outlines of these
trends and forces are discernible.

The Sino-Soviet-American strategic triangle has been replaced by a
loose, informal multipolar relationship among five power centers: North
America, Europe (West and East), Russia, China, and Japan. Among these
five, formal alliance ties mean less than before, and ad hoc approaches to
security problems seem to be the rule. A Directory of Developed States,
symbolized by the Group of Seven (U.K., U.S., France, Germany, Japan,
Canada, Italy), has emerged, informally linking the market democracies.
Russia may well join that group if it succeeds in adopting a similar set of
domestic institutions, in which case the power of the resultant combination
would be overwhelming. China would then find itself isolated until it too
successfully democratizes and marketizes.

The three massive secular global trends of recent decades—democrati
zation, marketization, and interdependence—will continue. Communism
will continue to be replaced by democracy, centrally planned economies will
continue to marketize, and interdependence in many areas will increasingly
dominate domestic and international life. No nation will be able to escape
the effects of these trends, and all will have to embrace them wholeheartedly
if they want to play an important role in world affairs.

All five power centers will need to devote more of their resources and
policy attention to solving domestic problems and less to foreign affairs.
This is true of China, where economic development dominates; of Europe,
where unification takes precedence; of the United States, where economic
and social problems are rapidly pushing to the fore; of Russia, where regime
survival and political-economic transition are the only things that matter;
and even of Japan, where domestic problems, long ignored, cry out for
attention.

Technology will increasingly dominate life. Those states that are techno
logically advanced and dynamic will prosper; those that are not will fall
behind and become irrelevant.
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Global issues, led by environmental concerns, will emerge definitively
onto the world agenda, becoming foreign policy issues of the first magni
tude.^

For Asia, the implications of these five trends are already reasonably
clear.

Existing alliances will continue to atrophy, be modified, or disappear,
with no new set to take their place. The four regional great powers—the
United States, China, Japan, and Russia—will work ad hoc to solve regional
problems, including those concerning Korea.

No new Asian balance-of-power system will emerge soon. Indeed, all
will wish to avoid constructing or slipping into such a system for fear of the
end point of all suchsystems, war. Norwill an Asiancollective security sys
tem emerge; none of the great powers is yet willing or able to take the lead,
although the United States is the logical candidate and could do so later in
the decade. With a neither-nor nonsystem, a rough equality is emerging
among the four, as the United States and Russia continue to decline in rela
tive power and China and Japan increase in strength.

Asian affairs will thus be addressed as they come up, combining great-
power laissez faire-ism and middle-power activism. While temporarily
withdrawn from active participation, Russia will soon be pulled/invited into
Asia. And China will be given the choice of participating in regional matters
in a peaceful, cooperative matter along with the United States and Japan or
face not-so-splendid isolation. It will probably continue to choose the
former.

The center of regional activity will continue to shift from security to
economic concerns—trade, growth, tariffs, investments, technology trans
fer, and construction of regional economic institutions. The center of new
economic growth will also disperse, from Northeast Asia northward into
Siberia, southward into Southeast Asia, and eastward into the trans-Pacific
economic community. Nations will order their relative importance more
according to economic criteria than traditional military-oriented measures of
power.

These trends, if correctly reported and assessed, carry direct implica
tions for Korea.

U.S. and Russian nuclear arms reduction commitments announced in

1991 will have to be spelled out in detail in Asia. Aside from the U.S.
removal of such weapons from South Korea, such reduction has two compo-

^For a more lengthy exposition of these ideas, see Zhiling Lin and Thomas W. Robinson,
"Domestic and Intemational Determinants of Chinese Reunification," presented at the Confer
ence on Unification of Multi-system Nations. See also the Report of the Conference on the For
eign Relations of China's Environmental Policy, Wingspread Conference Center, Racine,
Wisconsin, August 1-8, 1991 (available from the American Enterprise Institute, Washington,
D.C.), and Gareth Porter and Janet W. Brown, Global Environmental Politics (Boulder, Colo.:
Westview, 1991).
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nents: reduction of ground and air-delivered weapons (both intercontinental
and regional) deployed in the Siberia/Russian Far East region and coopera
tive U.S.-Soviet reduction of sea-based weapons, on both surface and sub
marine warboats. While this is an exceedingly complex topic, details of
which are only beginning to be discussed in Washington and Moscow,quan
titative reductions by either or both sides will increase pressure on North
Korea not to acquire such weapons. Moreover, cooperative agreements
(such as a nuclear-free zone in the Sea of Okhotsk/Northwest Pacific) could
easily be extended by the United States and Russia to include commitment
not to launch nuclear weapons onto Korean soil from such locations. A great
powers-led nuclear-free zone in Northeast Asia, including the Korean pen
insula, could thereby beachieved step bystep.^

The shift from emphasis on military to economic factors of power, the
emerging relative equality among the four great Asian powers, the decline
of formal alliance/alignment arrangements, and the rise of Concert of
Europe-like committees-of-the-whole/ad hoc approaches to regional issues^
together imply that the four are more likely than not to stick together regard
ing internationally reachable Korean issues—for example, the North Korean
nuclear question, the wisdom of eventual all-around diplomatic recognition
of South and North (indeed, of the necessity for early and rapid movement
toward that goal), insistence on peaceful reunification and the means
thereto, and the international role of a reunified Korea. Both international
and local efforts will be necessary to settle such issues. The most important
tool regarding the latter three issues (and to a lesser extent the first) is likely
to be holding out the inducement of trade and investment by the United
States and Japan in North Korea in exchange for improved behavior on
Pyongyang's part. Moreover, it is unlikely that the four will so decidedly
split on Korean issues or over such a lengthy period as to begin forming a
new Asian alliance system.

An important emerging inducement for Pyongyang not to acquire
nuclear weapons is the likelihood that Japan would otherwise be constrained
to possess them also. The post-Cold War tendency is for the Japanese mili
tary buildup, originally pressured by the United States as an anti-Soviet
measure, to taper off now that the Russian threat is much less and could,
with further arms control developments, virtually disappear. No one wants
to give Japan a substitute reason to rearm, to say nothing of gaining a
nuclear capacity. So Japan may not only join the United States, China, and

^See Gerrit W. Gong and Richard L. Grant, eds., Security and Economics in the Asia-Pacific
Region(Washington, D.C.: Centerfor Strategicand International Studies, 1991),pp. 47-80; arti
cles in the Korean Journal of Defense Analysis by Young C. Kim (Summer 1989), Mahato
Momoi(Winter1989),Geoffrey Till (Summer1990),Thomas L. Wilborn (Winter1990), and the
special issue on arms control on the Korean peninsula (Summer 1991).
^See Thomas W. Robinson, "Domestic and International Trends in Asian Security: Implications
for AmericanDefensePolicy,"KoreanJournal ofDefenseAnalysis, Summer1992,for anexpan
sion of these ideas.
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Russia in exerting extreme pressure on North Korea but the latter three will
use this argument themselves in their own policies toward the North.^

It is likely that the U.S.-Japan Security Treaty will be redirected away
from its original anti-Soviet content. And since the United States may, by
the middle 1990s, finally discover its interest in leading the way to construc
tion of a new Asian collective security system, the solution of the Korean
reunification question may be closely linked to the emergence of such a
higher-order system. Such a development could provide an inducement for
both Koreas to reunite peacefully through negotiation and for a reunited
Korea to become aresponsible, nonthreatening member ofthat system.^

If there is utility in these possibilities and suggestions, the way is open
to redefining the term "confidence-building measures" to include many
Korea-related specifics and to link the latter to trends and developments in
the broader Asian arena. This is as it should be. The original meaning of the
term was narrow, cramped, and overly constrained by the near zero-sum
nature of the Cold War system. Its new, more dynamic, and less constrained
content is closely connected, as it must be in the name of realism, with the
general post-Cold War trends noted above.

Succession Possibilities in North Korea

The Kim II Sung succession will undoubtedly take place in the 1990s.
Too much has already been written about this topic as well as about Kim
Jong Il's prospects.^^ Recently, however, three additional factors have come
to bear on the subject. The first is the unfortunate if understandable propen
sity of analysts in South Korea and, to a lesser extent, in the United States
not merely to presume (admittedly, on the basis of some evidence) that the
succession will go reasonably smoothly but also to conclude, mostly for
domestic South Korean reasons, that it would be useful if succession were to

^Hideo Sato, "Japan's Role in the Post-Cold War World," and Hong Nack Kim, "Japan's Rela
tions with North Korea," Current History, April 1991, pp. 145-148ff and 124-127ff, respectively.
^At this writing, thinking onhigher-order security systems forthe Asian-Pacific region hashardly
begun. See, for preliminary ideas, Peter Polomka, "Asia Pacific Security: Toward a 'Pacific
House'," Australian Journal of International Affairs, December 1990, pp. 269—80; John
Langmore, "Security m the East Asian Pacific Region,"Development, nos. 3-4, 1990, pp. 166-
169; and StephenW. Bosworth,"The United States and Asia," Foreign Affairs, 1991/92(annual
issue, America and the World), pp. 113-29.
^®Rinn-sup Shinn, "North Korea: Squaring Reality with Orthodoxy," inKorea Briefing, 1991, ed.
DonaldN. Clark (Boulder, Colo.:Westview, 1992), pp. 85-124; B. C. Koh, "PoliticalChange in
North Korea," in North Korea in Transition, ed. Chong-Sik Lee and Se-Hee Yoo (Berkeley: Insti
tute of East Asian Studies, University of California, 1991), pp. 1-16 and the sources cited therein;
B. C. Koh, "Political Succession in North Korea," Korea and WorldAffairs, Fall 1984, pp. 557-
74; idem, "Political Succession in North Korea: Problems and Prospects," paper presented to the
first intemational conference of the Research Institute for National Unification, October 28-29,

1991, Seoul, Korea; and Young-koo Cha and Taeho Kim, "Prospects for Political Change and
Leadership Successionin North Korea,"Korean Journal of DefenseAnalysis, Winter 1991, pp.
207-38, especially n. 34.
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be later rather than sooner. There has consequently arisen a degree of
unrealism about the succession, especially as concerns nonpeaceful scenar
ios. The second is the very fact of the fall of communism almost everywhere
outside of Asia. Not only was it unexpected, not only did such seemingly
secure dictators as Nikolai Ceausescu fall as well as the others, but these

examples must lead to the conclusion that a similar fate may await the two
Pyongyang Kims. The third is that the outside world is, too slowly to be
sure, finally acquiring a reasonably solid basis of knowledge about the reali
ties ofNorth Korea.^^ Those realities inmany regards are not pleasant; they
open the possibility of rapid change after Kim II Sung leaves—toward an
opening to the rest of the world, toward a revulsion against communist rule,
and even, perhaps, toward intemal conflict attendant upon or following the
succession.

Nonpeaceful Succession Scenarios in
North Korea

This is not the place to sketch out all possible succession scenarios in
Pyongyang. But it is useful to outline the range of alternatives and to focus
on two nonpeaceful possibilities in order to resensitize ourselves to what
could happen. The way will then be open to what outside parties might do to
foster some outcomes and avoid others.

It is possible, of course, that Kim Jong II could maintain himself in
power.^^ But (to quote the phrase) Kim Jong II is no Chiang Ching-kuo. His
personality works against him: he appears to be more buffoon than politi
cian. Communist history provides no examples of successful father-son suc-

^^See, for instance, Young-koo Cha, "The Changing International Order and Northeast Asia inthe
21st Century," Korea and World Affairs, Winter 1991, pp. 640-61; Kim Hak-joon, "Korean
Reunification: A Seoul Perspective," paper presented at the Conference on Unification of Multi-
System Nations, Taipei, Taiwan, September 27-29, 1991; and Byoung-yong Lee, "Prospects for
Inter-Korean Dialogue on Unification," paper presented at the conference "The Korean Peninsula
in the Post-Cold War Era," Rosslyn, Va., November 6-8,1991.
^^Recent examples are Lee and Yoo, Transition; Nicholas Eberstadt and Judith Banister, The Pop
ulationofNorthKorea (Berkeley: Instituteof EastAsianStudies,University of Califomia,1992);
Robert A. Scalapino and Hong-koo Lee, North Korea in a Regional and Global Context (Berke
ley: Institute of East Asian Studies, University of Califomia, 1986); Richard Kagan et al.. Human
Rights in the Democratic People's Republic of Korea (Minneapolis: Minnesota Lawyers Intema-
tional Human Rights Committee and Asia Watch, 1988);North Korea Directory 1990 (Tokyo:
Radio Press, 1990); John Merrill, DPR Korea: Politics, Economics, and Society (New York:
Columbia University Press, 1987); and the many works of Joseph S. Bermudes, Jr., on the North
Korean military.To this should be added the excellentwork over many yearsof Rinn-supShinn,
as for instance his North Korea: A Country Study (Washington, D.C.: American University For
eign Area Studies, 1981).
^^One way would be to provide him with enough titles and give him enough experience as to
make him selectivelyunassailable. That is, of course, the elder Kim's strategy,as witness Jong IPs
reportedpromotionin December1991to supremecommanderof the army. The officialbiography
of Kim Jong II is Park Jin, Qim Kong-il, and Pak Hong-jo, Great Leader, Kim Jong-il, 2 vols.
(Tokyo: Sorinsha, 1985-86).
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cessions or successful prearranged successions in general. The younger Kim
does have unrivaled experience (but so did Malenkov), he does appear to
exert much institutional control and has probably long since established his
own personal kwan-gyae network, and many in Pyongyang would probably
rather see him remain in office than face the prospects of societal disorders
or violent factional struggles. But the "demands of the times" are against
him. He does not seem to possess innate leadership qualities. He is too much
under his father's shadow, and it is doubtful he will ever emerge. Required
of post-Kim North Korea is a series of rapid and thoroughgoing reforms
internally and a brand-new foreign policy. Kim Jong II is not the person to
lead such a revolution from above.^^

More likely is that an army coup will supplant the younger Kim. The mil
itary is the only viable institution in the North aside from the Korean Work
ers' Party. But the latter is really a vehicle for Kim II Sung and may not be
strong or viable enough to administer the country after him. The army could,
it is true, prop up Kim Jong II for a time, but occasion would soon be found
for his ouster. The problems with military rule, however, are many. Military
rule would mean the end of Kim II Sungism, of chuch'e, the only idea justi
fying the enormous sacrifices required of the North Korean people over so
many years. Therefore, some new ideology would have to be found, and the
only candidate—aside from modernization through a combination of mar-
ketization, democratization, and interdependence—is a Korean version of
antiforeign, authoritarian, Confucian nationalism.^^ That might do for a
while, but the history of communism indicates that much more by way of
reform is needed. Militaries can become modernizers, but North Korea is too
far along in terms of modernization for that. Moreover, the history of such
rule elsewhere indicates a propensity to factionalism and division within the
military, leading to violent power struggles, uncertain outcomes, and long
delays before the modernist impetus begins again.Finally, militaries, com
munist or not, generally do not make good rulers over the long run, as was
found in Poland.

These two scenarios at least have the virtue of providing short-term sta
bility in the North. The next two do not.^^ In the first, Kim Jong II meets

^"^Shinn, "North Korea: Squaring Reality withOrthodoxy," pp.89-91.
^^See Thomas W. Robinson, "Modernization and Revolution in Post-ColdWarAsia,"Problems
of Communism, January/February 1992, pp. 170-79, for the three general trends. The theme of
Confucian nationalism under an authoritarian regime is often sounded but as yet poorly studied.
^^See theclassic study, John J. Johnson, ed.. The Role of theMilitary in Underdeveloped Coun
tries (Princeton: Princeton University Press, 1962), which theme has been borne out in many
nations over the past three decades. In the end, military rule fails and democracy takes its place, if
slowly. See, in this regard, the four-volume series Democracy in Developing Countries, ed. Larry
Diamond et al., esp. vol. 3, Asia (Boulder, Colo.: Lynne Reiner, 1989).
^^This summarizes parts of Thomas W. Robinson, "Asian Security Scenarios," ms. produced in
1991 for Science Applications International Corporation and available from the author.
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with firm opposition from a combination of anti-Kim II Sung party-army
modemizers who wish, in addition, to reunify Korea through peaceful nego
tiations. When the young Kim attempts to purge this group his operation
goes awry, precipitating an open split. This becomes publicly known, and
the Pyongyang populace swarm onto the streets demanding retribution
against those who have suppressed them for so long. The many tensions of
the society now emerge, people begin to take their private resentments into
their own hands, and the level of public disorder rises swiftly. To save him
self, Kim Jong 11 attempts to transform the situation by ordering an invasion
of the South, and enough units of the army, being so well practiced for so
long, carry out the invasion. The party-army opposition, finding the country
at war, scatter, while the populace, trained for mobilization and realizing a
new strong man is at the helm, obey the call for war.

In the second scenario, the initial setting is the same as previously
described to the point where young Kim orders a southern invasion. Now,
however, the party-military opposition countermands his order, making the
split even more apparent. Army units thus confront each other, security
forces split, and the party fractures along pro-Kim and anti-Kim lines. Many
of the populace seek safety by siding with the anti-Kim units, while Kim
orders his loyalists to destroy the opposition. The latter, finding themselves
under pressure, open a channel to the South for support with the promise of
unification mostly on Southern terms. The gravity of the situation in the
North is soon made evident in the South, however, and it is discovered that
sections of the DMZ are open because of the fighting in the North. Pressures
rise very rapidly for a northward movement of the ROK army to take advan
tage of the situation, and although the army is properly fearful of the conse
quences, so much of the populace—led by the students—has rushed to the
border that the military feels it has no choice but to move out ahead of them,
if for nothing else than protection. A new Korean conflict thus begins, with
the outcome as uncertain as in the previous instance.

There are many other scenarios, of course, including more explicit paral
lels with the 1989-91 events in China, Eastern Europe, and the Soviet
Union. In all but the first, these led to the downfall of communism and, in
the German case, to collapse of the East and reunification by absorption by
the West. These have obvious implications for the Korean case. However,
the point is not to spin out various possibilities but to sensitize the reader to
the conclusion that the impending succession in North Korea could be
decidedly nonpeaceful, unstable at least, and could lead to governmental and
social collapse in the DPRK, rapid and messy reunification, or war.

Are there measures that the four outside powers as well as South Korea
could adopt to cope with these possibilities? The most obvious is to admit
openly that unpalatable possibilities exist. Public discussion and research
not only enhance prospects for understanding, and hence raise the quality of
policy choices available to the relevant state. They also encourage research-
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ers, heretofore divided by the Cold War, to work together on North Korean
matters. Russians, Chinese, and Japanese have much expertise on North
Korea^^ and, at least in the first two instances, the way is open to joint work
with colleagues in South Korea and the United States. It also seems obvious
that the sooner North Korea opens up economically the better. That of
course implies all-around diplomatic recognition of the North as soon as
possible—but not making recognition dependent on changes in Pyongyang's
stance on the nuclear weapons issue, on the need for the United States to
assuage Seoul's diplomatic sensitivities, and the like.

The diplomatic-economic open door can only help create understanding
in Pyongyang eventually of the outer world and hence lessen the present
feeling of isolation and threat. Kim 11 Sung's successors would thus feel they
have more than the kind of all-or-nothing choices that, as above, could pre
cipitate conflict. The open door of course will eventually help to transform
North Korea by bringing in the winds of democratization, marketization,
and interdependence; and that transformation could, in the short to medium
run, disorganize the society such that social breakdown is more probable.
But such breakdown may be highly likely anyway. And if the ultimate goal
of the market democracies for North Korea is replacement of totalitarian
communism and reunification with the South on Southern terms, it is better

that that process begin sooner rather than later. Conflict within the North can
thereby be lessened or even avoided, and the prospects of a new Korean War
following from succession in Pyongyang could decline.

Three conclusions emerge from this discussion of succession. One is
that the presence in Pyongyang of as many official representatives, private
citizens, and corporate entities of the relevant states and international insti
tutions as possible could only improve the situation. It would do so by exert
ing a direct stabilizing influence on the internal situation in the North and by
enhancing the reality quotient of the North Korean world view. Another is
that an increase in knowledge about North Korea, and by North Koreans of
the outside world, could only be for the good. Perhaps it is useful to assert
that a massive effort in the former regard be undertaken, even at this very
late date. Last, involvement with North Korea in every arena can only pay

the Russian case, the pages of Problemiy daVnego Vostoka (Problems of the Far East) have for
manyyears containedusefulcontributionson North Koreaand have becomemoreopen and direct
in criticism of Pyongyang during the 1984-91 glasnost period in Moscow. Chinese work is more
difficult to access and is closely censored. Nonetheless, a close reading of several Chinese aca
demicjournals is helpful.See, for instance,Guozhizhanlueyanjiu (International strategicstudies),
Xiandai guozhi guarvci (Contemporary international relations), and Guozhi wentiyanjiu (Interna
tional studies), all from the Chinese Academy of Social Sciences (Beijing); Papers and Foreign
AffairsJournal, from the China Instituteof InternationalStudies; andPapers from the Shanghai
Institute for Intemational Studies. Japanese expertise is, of course, of long standing, if unfortu
nately not readily available in English except through Foreign Broadcast Information Service
(FBIS),Daily Report-East Asia, and,occasionally, in theJapan Journal of InternationalAffairs.
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dividends. If "confidence-building measures" are sought, perhaps they can
be found through application of these ideas.

Alternative Korean Reunification

Possibilities

One implication from this discussion is that it is impossible to talk about
Korean reunification unless one inspects various succession scenarios in
Pyongyang. It is not enough just to wait for succession and then plan for
staged, rational reunification thereafter. Korea may be much closer to reuni
fication than is, apparently, generally thought. Indeed, there seem to be three
general alternatives, not just one: reunification through breakdown in the
North upon, or subsequent to, succession and peaceful absorption thereafter
by the South, a la Germany; reunification through war precipitated by the
difficulties of the Pyongyang succession; or peaceful reunification through
negotiation with a post-Kim regime. Each of these holds implications for the
outside powers and for the structure of long-term Asian international rela
tions. Moreover, the outside powers have the ability to enhance the probabil
ity of one or another of these possibilities. Obviously, negotiated
reunification is preferable to the war alternative, which must be avoided if at
all possible. But reunification through breakdown and absorption is just as
likely as the others and is also a close cousin of the conflict possibility.
Hence, major attention must be paid to all three possibilities.

Another implication of the previous analysis is that unification may
come much sooner than most have thought. If so, preparations need to be
made, both in terms of maximizing the probability of a peaceful path and in
terms of minimizing the costs (but at the same time assuring the success) of
postreunification reintegration. The German case demonstrates that the lat
ter costs, at least as they concern short-term economic outlays by the South,
may be very high. It also shows, however, that the period of postreunifica
tion disorder and adjustment could be relatively brief. Yet the German
case fails to capture one important difference: in Korea, contacts between
the two peoples, the two governments, and the two economies are far less
advanced. Indeed, the South has just begun to implement the kinds of poli
cies that West Germany initiated some two decades before the sundering of
the Berlin Wall. And Seoul does not have the luxury of such a preparatory
period. Further, the Pyongyang regime has kept its people in an obscene
state of isolation, unrivaled the world over. Such was hardly the case in East
Germany. So there is a great deal of work to do, and most of it will have to
be done by Seoul, since it is doubtful that Pyongyang, in its present state of
fearfulness, will willingly cooperate in lowering the barriers between the

^^See theperceptive draft by Cathleen S. Fisher andJefferson B. Seabright, "Divided States and
Confidence-Building Measures: The German and Korean Experience" (Washington, D.C.:
Stimpson Institute, 1992).
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two halves of the country. That means perseverance in forwarding proposals
for upgrading of communications, exchange of visits, tourism, trade, and the
like. It also means patience when the North rejects such advances or tries to
use them for political or subversive purposes. It means, further, unilaterally
going forward with policies—such as high-tech-based beaming of radio and
television programs into the North—that will surely undermine Kim II
Sung's hold over the North Korean people. Finally, it means perfecting
South Korea domestically through further political democratization, extend
ing social security programs, and constructing an economy of fairness as
well as of great wealth.

One objection to such a program is that it deliberately attempts to under
mine stability in the North and could thus lead to the very outbursts of pub
lic discontent that could precipitate regime breakdown and possibly war. But
North Korea is nearing regime breakdown anyway, the product of four and a
half decades of communist totalitarian suppression. The prospect of events
similar to those in Romania are hardly small. It is probably better to encour
age the North Korean people, if they are going to revolt, to opt not just
against Kim's chuch'e but for something more positive. Only the outside
world, especially the South, can provide that encouragement. One positive
element in the South-North situation may help to overcome the very late
start on preunification integration. Despite all the damage that communism
has wreaked in the North, the two populations are startlingly similar in terms
of macrosocietal and -economic variables. The degree of urbanization,
health indices, population age composition, and other measures of societal
modernization are much the same in South and North.^^ The North is also
reasonably highly developed economically, at least in macro terms. Where
the two societies differ so vastly, of course, is the pulverized nature of the
North and the enormous damage to the culture inflicted by the Korean
Workers' Party. Fortunately, even forty-five years cannot entirely wipe away
the cultural legacy of four thousand years, nor can it avoid the transforming
aspects ofmodernization, which are similar inall societies.^^

Dealing with the North Korean Nuclear
Weapons Program

All plans and calculations concerning how to enhance prospects for
peaceful transitions on the Korean peninsula could be upset by the North
Korean nuclear weapons program. This effort has been under way for many
years, and the rough outline of its components, as well as many of its details,
has long been known outside Korea and outside various intelligence commu
nities. By 1992, estimates of the start-up of the plutonium production facility
were as short as several months and surely no longer than a year. North

^Eberstadt andBanister, Population ofNorth Korea, n.l2.
^^Cyril Black, ed.. Comparative Modernization (New York: Free Press, 1976).
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Korean possession of a deliverable capability would come later, of course,
but in no more than three years' time. And even before that, Pyongyang
could begin export of weapons-grade nuclear material to Third World pariah
states.^^

So the danger was obvious. The military equation on the peninsula
would be dangerously upset. The South, which said it would not acquire
nuclear weapons, could nonetheless be forced to do so. That would put enor
mous pressure on Japan to follow suit, something no one would want. With
these developments the door to nuclear spread would have been kicked off
its hinges. U.S. maintenance of Asian security would have been fatally
undermined, as would Asian nations' confidence that the United States
would underwrite their security. Any prospects for building a higher-order
Asian security system during the 1990s would be out of the question. The
prospects for conflict between the two Koreas would rise greatly, both
because of enhanced Northern confidence and because of the North's fear

that if it did not strike while it had the nuclear advantage it would lose for
ever its one remaining chance to unify the peninsula under its rule. The U.S.
task of defending the South would be immeasurably complicated and made
exceedingly costly. All thought of finding new "confidence-building mea
sures" would have to be put aside until this threat was eliminated.^^

In the face of such considerations, attention concentrated on how to pre
vent the North from completing its task. Two paths to that end exist: concen
trated, rapidly rising diplomatic pressure on Pyongyang from all relevant
outside parties; and military action against the relevant research, develop
ment, and production facilities. They were not, unfortunately, entirely sepa
rate, for preparations for a strike would have to parallel, and be an integral
part of, the diplomatic offensive. Therefore, both paths would have to be
entered upon simultaneously. The problem was that, if the diplomatic offen
sive failed (and the probability was that it would), there could be no recourse
to military action.

On the diplomatic side, China would have to cooperate. But it was much
more difficult to cooperate with China on this issue than with Russia, Japan,
or South Korea, for the state of U.S.-Chinese relations after 1989 was hardly
good and, despite the efforts and desires of both sides in 1990 and 1991,

^^The publicly available record can befollowed in theNew York Times from November 1991 to
March 1992, when it peaked (issues of February 16, March 2,4,6, 7,9,10,11, and 15); in the Far
Eastern Economic Review (January 9, 1992, p. 10, and February 6, 1992, p. 12); and in FBIS,
Daily Report—China and EastAsia. See also Peter Hayes, Pacific Powderkeg: American Nuclear
Dilemmas in Korea (New York: Free Press, 1990).
^Further reference to the North Korean nuclear weapons drive and intemational reaction to it
may be found in the WashingtonPost, June 4 and 25; September 14 and 29; October 19; Novem
ber 8, 15, 21, and 27; and December 12 and 14, 1991; and the New York Times, October 15, 20,

23,24, 25, and 27; November 9,12,14,15, 21, and 27; December 12 and 13,1991; and January 6
and 31 and February 7,19, and 21,1992.
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could deteriorate even further. And Washingtoncould not afford to give way,
or be seen to be giving away, on the many issues between it and Beijing in
order to make sure China was on board, and remained on board, the auto-
Pyongyang diplomatic train.^^ The same could be said of Beijing. It was
thus imperative for Washington and Beijing to separate this issue from the
general list of concerns in their bilateral relations and to cooperate fully to
convince Pyongyang of the wisdom of stopping their program and opening
their facilities to full, post-Gulf War-style inspection by the Intemational
Atomic Energy Agency. At the same time, Beijing would have to be made
aware of the American intent to destroy the North Korean facilities within a
short time if diplomacy failed, not to oppose that commitment, and to con
vey the seriousness of the situation to the North.

Regarding the specific steps and stages of the diplomatic campaign, four
points needed to be made. The first was that it would have to be led by the
United States and at all times have the firm backing of all the other parties.
The second was that further efforts to open North Korea to outside influence
and contact, as described above, could not be made hostage to the diplomatic
offensive. It was true that that limitation would take away important tools for
influencing Pyongyang. The success of either or both campaigns might
thereby be opened to question. But the need to influence North Korean suc
cession and overall Korean reunification in a peaceful direction was as
imperative as was the need to shear away Pyongyang's nuclear weapons pos
sibility. The third was that the diplomatic offensive would at all times have
to contain the threat of military action. The last was that the diplomatic tem
perature, and hence the progress toward full military preparations, would
have to be raised precisely in accordance with the estimated timetable for the
North's nuclear weapons acquisition. Pyongyang could never be allowed to
tergiversate its way to the point of initial capacity, as seemed to be its every
purpose. Only rapid retreat—^with some allowance being made for face sav
ing—would do.

Moreover, the diplomatic offensive to stop the North Korean nuclear
weapons program would have to be seen as one prong of a more general two-
pronged offensive. The other was the general movement to open North
Korea to international influence and interdependence before succession. The
standard objection, uttered most loudly by Japan but also by many American
officials, was that the latter would have to take a back seat to, and therefore
not proceed at full speed until, the nuclear weapons issue was successfully
resolved, through either diplomatic or military action. But the counter argu
ment was commanding. The nuclear weapons-related diplomatic offensive

Allen S. Whiting, ed., China's Foreign Relations, TheAnnals, January 1992; John W. Garver,
"China's Foreign Policy: The Diplomacy of Damage Control," Current History, September 1991,
pp. 241-46; and Roger W. Sullivan, "Discarding the China Card," Foreign Policy, Spring 1992,
pp. 3-23.
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would have to proceed quickly—the quicker the better, given time con
straints. Moreover, Kim II Sung's response, beginning with the agreements
with Seoul on reunification and on the nuclear question in December 1991
and into 1992, was obviously to delay until nuclear capability was in hand.
Perhaps of equal importance, the "best" way (at least in the intellectual
sense) to avoid the dilemma of having to choose between one prong or the
other was to remove thenuclear threat very rapidly. That way, themore gen
eral (but, by its nature, somewhat more slow moving) offensive could con
tinue without fear ofbeing sidetracked. That, of course, begged the question
of whether, how, and when to use force.

The military option would have to be avoided if at all possible. In early
1992, however, there was every likelihood that it would be necessary to go
ahead (or to admit failure andto concede that Kim IISung's diplomatic end
run hadsucceeded) soon, sincethe diplomatic offensive appeared to be fal
tering. In the fall of 1991, the United Stateshad made plain that destruction
of the North Korean facilities would likely be undertaken if Pyongyang did
not fully open its facilities to inspection. Washington thereby put itselfin a
position from which it would find backing down very difficult, if not impos
sible. Nor could it back down during the diplomatic offensive period, for that
would be to give up the only instrument—the increasing threat of military
action—the North really has reason to fear. Moreover, having enforced the
principle during the Gulf War that middle powers—especially those gov
erned by irresponsible outlaws, which Kim II Sung surely was, along with
Saddam Hussein—cannot possess nuclear weapons, Washington could not
easily shirk from continued application of the same principle in an even
more threatening instance.

Nor could Washington be judged to be susceptible to Kim's threat of
renewing the Korean War if his nuclear facilities were destroyed. Such
blackmail, once allowed, would merely be repeated. Moreover, it was not
clear that Kim II Sung wanted to lose his kingdom and his life over this
issue. Therefore, hewas probably bluffing—although Washington and Seoul
were being well advised to prepare for a larger war or for North Korean
retaliation short of major conflict. That included continuing the process of
beefing up South Korean/American conventional defenses. Unfortunately, it
did notalso include bringing theSouth Korean and American peoples to full
knowledge of the gravity of the situation.

A part of this strategy would have to disallow any of Kim II Sung's
excuses for not allowing inspection of the North Korean nuclear facilities. In
that regard, it waswise of the United States to pledge, in 1991, and to com
plete, in early 1992, the unilateral withdrawal of its nuclear weapons, of all
kinds, from South Korea and to open its bases there to inspection by the
IAEA. The decision to withdraw nuclear weapons from South Korea was
rightly defended also on itsmerits, fornot only would tactical nuclear weap
ons be of little use in the initial hours of a North Korean invasion, but the
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nuclear threat to the North, as well as the use of battlefield tactical nuclear
weapons later onin the conflict, could aswell bemaintained through nuclear
weapons stationed outside Korea.

The North Korean military question was one of two major military
threats in Asia left over from the Cold War (the other being the question of
Taiwan, the second remaining instance of a nation divided between commu
nist and noncommunist systems). It would have to be addressed sooner
rather than later for many reasons, as laid out above. More important, the
seemingly sudden emergence of the North Korean nuclear weapons question
symbolized in stark terms the necessity no longer to ignore the question of
North Korea, its domestic system, and its international behavior. It was the
same question that the Allies faced in the GulfWar. The same remedies
would, in all probability, have to be applied. And the same benefits seemed
likely toaccrue; keeping such weapons outof irresponsible hands (and there
were no hands more irresponsible than those of Kim II Sung) promised a
safer region, a world without the threat of another nuclear power, one in
which the major nuclear powers could resume their own movement toward
the ultimate elimination of all nuclear weapons and the constraction of a new
Asian—and ultimately a global—security system that would meet the
demands of the twenty-first century.

The main ideas of this chapter have been that Korea's future surely
involves early reunification; that the North Korean succession willbe the
catalyst for rapid reunification; that many (notjust one) Pyongyang succes
sion scenarios exist, someof themnot only inimical to the causeof peaceful
reunification but alsodirectly threatening renewed South-North conflict; and
that the entire Korean future is closely linked to how the outside powers
address and solve the threat of North Korean acquisition of nuclear weapons.
These are the areas where "confidence-building measures" must be con
structed, and notsmall adjustments in,or long-term melioration of, the mili
tary balance on the peninsula. It is too late for the latter, for in the early
1990s theendgame of theprocess begun in 1945 wasalready under way.



8. Post-Cold War and Peace on the Korean

Peninsula

YOUNG-SUN HA

With the end of the Cold War, the world is nowentering the beginning of
the new international world order. Under these new circumstances, we have
experienced the contrasting faces of European peace and the Gulf War. The
main purpose of this chapter is to examine which face is likely to prevail on
theKorean peninsula. Theoptimists whoseeapeaceful peninsula argue thatit
is only a matter of time until a post-Cold War order in Asia will give us
"spring" in Korea. In contrast, the pessimistic approach maintains that the
spring of Korea will not come easily because of the instability in the Great
power-centered post-Cold War system.

To assess these two different views regarding the future of the Korean
peninsula, we will first identify the major determinants that would lead to war
or peace and second will examine changes in these determinants.

Major Determinants

The history of the Korean peninsula hasbeeninfluenced not onlyby glo
bal but also by inter-Korean action-reaction dynamics and by the nature of the
domestic systems in SouthKorea (Republic of Korea; ROK) and North Korea
(Democratic People's Republic of Korea; DPRK). Thus the following three
major variables should be considered as major determinants of war or peace
on the Korean peninsula. First, the Cold War intemational system of two
superpowers has had a negative impact on peace and stability in this region.
Second, the imbalance of military power between the two Koreas has intensi
fied military tension on the peninsula. Third, the domestic politico-economic
systems of the two Koreas have played a key role in determining stability on
the peninsula.

To forecast the prospects for peace on the peninsula, it is necessary to
examine the changes in these three major determinants.
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The International Situation

First, with therapid decline of Soviet power andthecollapse of theSoviet
Union, the United Statesand the (former) USSR established a post-ColdWar
international system based on the Strategic Arms Reduction Treaty (START)
and politico-economic cooperation. In Europe, the post-Cold War interna
tional system further developed into a potential postmodern intemational sys
tem. European countries achieved an agreement on conventional forces in
Europe (CPE) on the basis of the doctrine ofdefensive defense, tried to insti
tutionalize the Conference of Securityand Cooperation in Europe (CSCE) on
the basis of the principle of common security, and also made efforts toward
economic integration inEurope. Incontrast, as the Gulf War made clear. Third
World countries are still in the midst of the Cold War intemational system.

Compared to the post-Cold War stage of the two superpowers and the
postmodern stage of Europe, the Northeast Asian international system is now
in a transitional period from the new Cold War to thenew detente. Major rea
sons for this belated thaw in the Cold War in Northeast Asia are as follows:
first, in spite ofrecognizing the rapid decline of the Soviet Union's economic
and military power, the United States has made only a small change in its
position on arms control in Northeast Asia. Washington does not yet show
much interest in naval arms control in the Pacific. It is giving much more
emphasis to its role as "balancer" in Northeast Asia.^ Second, being faced
with serious political and economic difficulties, Russia has tried to pursue the
reduction of military expenditures and economic cooperation in Northeast
Asia.^ However, compared toEurope, Moscow clearly shows a certain limita
tion on the implementation of its declared policy of peace in Asia. Third,
while the European states successfully utilized the new detente between the
UnitedStatesandRussiafor the improvement of European peaceandsecurity,
Asian countries made a much more conservative response to the rapidly
changing world order.

Under these difficulties, although the United States and Russia do not
agree with the reduction of their military capabilities inthis region, they share
similar views on the necessity of effecting confidence-building measures on
the Korean peninsula for reducing thetension in Northeast Asia. Examined in
detail, their positions onthe issues show Moscow stresses mutual concessions
byboth Koreas while Washington puts priority onchanges inNorth Korea.

^U.S., Department ofDefense, AStrategic Frameworkforthe Asian Pacific Rim: Looking Toward
the 21st Century (Washington, D.C.: U.S. Dept. ofDefense, 1990); Richard H. Solomon, "Asian
Security inthe 1990s: Integration inEconomics, Diversity in Defense," address to the University
ofCalifornia atSan Diego Graduate School of International Relations and Pacific Studies (Octo
ber 30, 1990); William J. Crowe, Jr., and Alan D. Romberg, "Rethinking the Security in the
Pacific," ForeignAffairs 70, 2;James A. Baker, III, "America inAsia: Emerging Architecture for
a Pacific Community," ForeignAffairs70, 5.
^IMEMO (Institute ofWorld Economy and International Relations), Disarmament and Security
1988-89 (1989-90 yearbook) (Moscow: Novosti Press Agency Publishing House, 1989,1990).
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In sum, although the United States and the USSR have not yet directly
involved themselves in the realization of confidence-building measures on the
Korean peninsula, the new detente between them will exert a positive impact
on the reduction of tension on the Korean peninsula in the long term.

The Military Balance on the Peninsula

When forecasting whether war or peace will prevail on the Korean penin
sula, we should cautiously examine the military balance in this region in par
allel with the changing international system.^ There are three conflicting
assessments of the Korean military balance: North Korean superiority. South
Korean superiority, and mutual balance.

As the true sense of military balance implies the condition under which
neither South nor North can use military means for their political and eco
nomic ends, comparative evaluation of the military capabilities of both
Koreas is not sufficient to assess the Korean military balance. A comprehen
sive evaluation of that balance must use not only static and dynamic analysis
but psychological analysis as well. Three points need serious consideration.

First, as the two Koreas increase their military capabilities in absolute
terms, analysis of the Korean military balance must examine not only the rel
ative strength of each side's military capabilities in this region but also the
absolute increases. The present military capabilities of the two Koreas has
reached a level of destructive power eighty times stronger than that unleashed
in the Korean War. If a second Korean War occurs, 2.4 million people will be
wounded or killed in the first week, more than 5 million in the first month; 90
percent ofpublic and private facilities will be destroyed.^ The specter ofsuch
destruction induces both South and North Korea to refrain from using military
power to further their interests.

Second, to examine the true import of military capabilities on the Korean
peninsula, we need to compare the military strategy of both Koreas.

North Korea has developed its military strategy on the basis of its wartime
experiences and those of the Soviet Union and China. This has led to the con
cept of a multifront war—a blitzkrieg across the demilitarized zone (DMZ),
guerrilla warfare throughout South Korea, and internal subversion in South
Korea. During the Korean War, North Korea's priority was given to all-out
war across the battle line. In the mid-1960s, however. North Korea began to
pursue a unification policy through the development of the Three Revolution
ary Capabilities—its revolutionary base in North Korea, the fomenting of rev
olution in South Korea, and a linkage between the two. With these

^Young-Sun Ha, "The Korean Military Balance: Myth and Reality," in The Future ofSouth
Koreanr-U.S. Security Relations, ed. William J. Taylor et al. (Boulder: Westview, 1989).
'̂ Ministry of National Defense, ROK, Defense White Paper1990 (Seoul: Ministry of National
Defense, ROK, 1990), p. 127.
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capabilities, North Korea presumably would resort to all-out war only as a
final stage ofamultifront war for aSouth Korean revolution.^

A major characteristic of North Korean military strategy in a shooting war
is blitzkrieg. This strategy is aimed at gaining a decisive military advantage
over the South within five to seven days of the commencement of war. This
would be done by mounting a major drive across the DMZ in conjunction with
commando forces infiltrated into rear areas of South Korea. To increase the

capacity for blitzkrieg, North Korea has enlarged its armored units and self-
propelled artillery and has concentrated more than 65 percent of its overall
military strength in the frontline areas through forward redeployment. Air
fields have been constructed in the vicinity of the DMZ to reduce flight time
to Seoul to eight minutes for a surprise attack. And North Korean commandos
have increased their capabilities to infiltrate the rear areas of South Korea.

Parallel with the development of North Korea's multifront war and offen
sive strategies, the ROK and the U.S. forces have since 1983 adapted the air
land battle doctrine, which was designed to support NATO's approved doc
trine of follow-on-forces attack, to Korea's special situation and capabilities.
The air-land battle doctrine seeks to exploit the full potential of U.S. forces by
attacking the entire enemy force to its full depth and synchronizingall avail
able combat assets, both army and other services, to attain that end.

The air-land battle concept of the ROK-U.S. combined forces command
looks at the "close-in battle" and the "deep battle" as a single fabric. The pur
pose is to fight a succession of battles—at the line of contact,against the sec
ond echelon of attacking forces, and against the third and following echelons.
The command intends to "see deep" with good intelligence collection and
analysis and to attack deep with firepower and other means.

The foregoing analysis of the military strategy of the two Koreas indicates
that, because the battle line would extend over the whole territory of the
Korean peninsulain a short time following any act of war by either side, both
South Korea and North Korea will be extremely cautious about using full-
scale military forces to further their national interests.

Third, the perceptionof decisionmakers in the two Koreas on the issue of
military balanceis also an important factor in any assessment of Korean mili
tary balance. It is, however, extremely difficult to analyze such perception
objectively. Would-be aggressors do not telegraph their intentions. Con
versely, leaders on both sides of the DMZ have publicly expressed the view
that a high-intensity conflict on the peninsulawould be a disaster. These offi
cial statements suggest that South and North Korean officials alike have a
similar healthy fear of the potential results of war on their peninsula. In other
words, unless the situation changes decisively, their perceptions about the
Korean military balance are likely to keep them from using military power.

^ROK, National Unification Board,A White Paper on South-North Dialogue in Korea (Seoul:
ROK National Unification Board, 1982), pp. 223-30.
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What changes could provoke the use of military force? North Korea has
mentioned three possibilities that could provoke it to seek unification through
nonpeaceful means. First, if the United States provokes a war against North
Korea, it will pursue unification through war. Second, if the United States
weakens its commitment to the security of the Korean peninsula as it fights
wars elsewhere. North Korea will expel the United States from the peninsula
and will achieve the unification. Third, if a strengthened South Korean revo
lutionary force demands North Korean assistance. North Korea will pursue
unification by aiding and abetting that force with military support.^

Politico-Economic Systems

In addition to examining the international system and the military balance
between South and North Korea, any analysis of the situation that attempts to
predict whether war or peace will prevail in the region must analyze also the
domestic systems of both Koreas.

The North Korean economy has maintained a low rate of economic
growth since the mid-1970s and showed less than 3 percent annual growth
during the present Third Seven-Year Plan (1987-93). Mining and manufactur
ing industries in 1989 registered a -3.3 percent annual growth rate, and the
average rate of operation of manufacturing industries in 1989 rapidly declined
from 65 percent to45 percent.^

Despite these economic difficulties. North Korean mihtary expenditures
are roughly estimated to be US$5 billion, more than 20 percent of its gross
national product (GNP). This expenditure causes the shortage of necessary
investment inthe nonmilitary sectors.^ To overcome these economic difficul
ties, North Korea needs reduced military tension on the peninsula and
improved relations with South Korea.

The North Korean revolutionary unification policy, however, which con
stitutes the basic structure of the North Korean political system, has restricted
efforts to develop a pragmatic unification policy. As previously noted, in the
mid-1960s North Korea began to pursue a unification policy based on the
Three Revolutionary Capabilities. Then, in the 1980s, North Korea proposed
to establish a Democratic Confederal Republic of Koryo for the unification of
the two Koreas on the basis of mutual recognition of the present ideas and
institutions in each state. When North Korea mentions recognition of the
existing ideas and institutions, however, it means recognization of those polit
ical and social forces that successfully meet the North Korean standard of
anti-imperialism and people's democracy. North Korea thus recognizes all the

^Ho Jimgho, Chuch'e Sasang eKich'ohan Namchoson Hyokmyong kwa Choguk Tbngil Iron (The
Theory of the Revolution of South Korea and the Motherland's Unification) (Pyongyang: Sahoe-
kwahak Ch'ulpansa, 1975).
^ROK National Unification Board, Tbngil Paekso 1990 (Unification White Paper 1990) (Seoul:
Tongilwon, 1990) pp. 230-37.
®ROK, Ministry ofNational Defense, Defense White Paper1990, pp. 116-21.
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other political and social forces—including the South Korean government—
only as tactical partners for the establishment of a united front.

North Korean revolutionary policy has had a direct impact on the
military tension on the Korean peninsula and the subsequent arms race
in the region. Transformation of North Korean revolutionary policy
into pragmatic policy is essential if there is to be peace on the Korean
peninsula.

Although we cannot expect perestroika (restructuring) in North Korea
in the short term, it could be realized in the more distant future. Faced with
the "Soviet shocks" and domestic economic difficulties, North Korea has
tried to surmount its international and domestic difficulties through the
consolidation of its domestic system and through peaceful coexistence
with the advanced capitalist states such as Japan and the United States. As
North Korean efforts fail to realize the anticipated results. North Korea
will likely recognize the legitimacy of the South Korean system, which it
has heretofore denied.

South Korea, despite its economic difficulties in the 1990s, spends
US$10 billion for military expenditures.^ As the problem of distribution of
the nation's wealth among its citizens is raised along with the problem of
slowed economic growth, military expenditures are now being cautiously
discussed with a view toward determining appropriate levels in the changed
environment. In addition, as democratization progresses in South Korea
there emerge political and social forces that would like to pursue the logic of
peace. Thus the process of democratization also contributes to solving the
Korean question.

In sum, the post-Cold War system of (grudging) cooperation between the
United States and the Soviet Union, the rough military balance on the Korean
peninsula, and North Korea's stagnant economy have all served to reduce ten
sion on the Korean peninsula. In contrast. North Korean revolutionary policy
and South Korean militaristic policy have had a negative impact on reduction
of tension in this region. Thus for the peace of Korea, South and North Korea
should give utmost priority to solving domestic problems through the reform
of their domestic systems and also should utilize the detente between the
United States and Russia to transform their relationship.

The Arms Control Policies of the ROK and

DPRK

In parallel with the beginning of the post-Cold War period, both the ROK
and the DPRK attempted to develop realistic and concrete arms-control mea
sures to reduce tension on the peninsula. These measures are here examined

^Ibid., pp. 116-21,182-84.
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by analyzing the keynote speeches of the previous six rounds of the inter-
Korean prime ministers' conference.^®

North Korea clearly summarized its peace doctrine at the third round as
follows: "To preserve peace on the peninsula the North and the South should
adopted the nonaggression declaration, the DPRK and the United States
should sign a peace agreement, the North and the South should reduce sub
stantially their armed forces and nuclear weapons, and the U.S. troops should
be withdrawn from South Korea." On the issues of arms reduction in the

South and the North and withdrawal of foreign troops—which are the essence
of North Korean proposals for peace—^North Korea repeated at the first round
its Disarmament Proposal for Peace on the Korean Peninsula of May 31,
1990.

Regarding arms reduction, this document declared that, first, the North
and the South should reduce their armed forces by stages. Second, the North
and the South should stop improving their military equipment. Third, the
North and the South should inform each other of the process of disarmament
and verify it. Specifically, the proposal recommended that the reduction of
military strength be carried out in three phases over three or four years after a
disarmament agreement is reached between the two sides. Each side would
reduce its military strength to 300,000 troops in the first stage, then to
200,000, finally to fewer than 100,000. Military equipment would be reduced
or dismantled in proportion to the phased military reduction. All civilian mili
tary organizations and civilian armed forces would be dissolved in the first
stage of the reduction of the regular armed forces.

Regarding the withdrawal of foreign forces from the Korean peninsula,
the proposal called for joint North-South efforts to convert the Korean penin
sula into a nuclear-free zone and to get all foreign troops withdrawn from the
peninsula. In particular, steps should be taken for phased but ultimately total
withdrawal of U.S. troops and their equipment present in South Korea in
keeping with the arms reduction of the North and the South. Second, steps
should be taken to have the U.S. military bases in South Korea dismantled in
phases in keeping with the pullout of the U.S. troops.

As a preliminary step toward such arms reduction and withdrawal of for
eign forces. North Korea has proposed adopting a nonaggression declaration
and military confidence-building measures. Specifically, at the fourth round
of the inter-Korean high-level talks. North Korean Prime Minister Yon
Hyong-muk put forth proposals for a Declaration of a Nuclear-Free Zone of

^®ROK, National Unification Board, Nambuk KouikupHoedam (Ch'e 1-3 ch'a) Hoeuirok (Pro
ceedings of the Inter-Korean High-Level Talks [1-3]) (Seoul: Tongilwon, 1990); ROK, National
Unification Board, Ch'e 4 Ch'a Nambuk Kouikup Hoedam Kyolkwa (Proceedings of the Fourth
Inter-Korean High-Level Talks) (Seoul: Tongilwon, 1991); ROK, National Unification Board,
Ch'e 5 Ch'a Nambuk Kouikup Heodam Kyolkwa (Proceedings of the 5th Inter-Korean High-
Level Talks) (Seoul: Tongilwon, 1991).



132 Post-Cold War and Peace on the Korean Peninsula

the Korean Peninsula and a Declaration of South-North Nonaggression, Rec
onciliation, and Cooperation.^^

South Korea has made its own recommendations. At the first round of

talks the ROK proposed three stages of arms control. As a first stage, political
confidence should be built based on mutual respect for each other's political
and social systems; mutual public access to newspapers, radio, and television;
and the establishment of a permanent liaison mission in Seoul and Pyongyang.

As a second stage, military confidence should be developed on the basis
of implementation of mutual visits and exchanges of military personnel,
mutual disclosure and exchange of military information, mutual prior notifica
tion and observation of the movements of military units and military maneu-
verings of certain size, the instaUation and operation of a telephone "hot line"
between the two Koreas' military authorities, and the demilitarization of the
demilitarized zone.

As a third stage, the ROK proposed that South-North arms reductions be
implemented through the following measures. First, both the South and the
North should transform their offensive military structure into a defensive one.
Second, both the South and the North should agree to possess equal numbers
of troops and weapons so that a balance of military power can be maintained.
Third, both the South and the North should reduce the number of troops in
accordance with reductions in their arms, while also reducing their reserve and
paramilitary forces. Fourth, both the South and the North should allow, with
out fail, the other side to conduct on-the-spot verifications and monitoring to
ensure that agreed matters regarding arms reductions are implemented. Fifth,
the final reduced level of armed forces that both the South and the North may
maintain should be determined through mutual consultation in consideration
of the military capabilities needed by a unified state.

At the third round of the prime ministers' talks. South Korea clarified its
position on the issue of a nonaggression declaration, which North Korea has
insisted must be a first step for reducing the military tension on the Korean
peninsula. First, South Korea aruged that the Basic Agreement for Improving
South-North Relations—^which provides for discussions on ending political
and military confrontation and for multifaceted exchanges and cooperation—
should be adopted before any nonaggression declaration. Second, to realize
Article 6 of the basic agreement, which deals with the Nonaggression Declara
tion, South Korea proposed the Draft of the South-North Nonaggression
Arrangement as follows: (1) the South and the North shall not use military
force against each other and shall not perpetrate any form of aggression
against each other; (2) the South and the North shall peacefully resolve differ
ences and disputes through dialogue and negotiation between the authorities
of both sides; (3) territories subject to nonaggression shall be those that have
been respectively controlled by the South and the North under the Military

^^Korea Herald, October 24, 1991.
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Armistice Agreement of July 27, 1953; (4) both sides shall abandon policies
aimed at destroying or overthrowing the other side and shall desist from all
activities designed to overthrow or disturb the other side's political system;
(5) the military confidence-building measures—exchange of information,
military personnel's visits, prior notification of all military maneuvers or
movements, installation of a hot line between military authorities on the two
sides, correction of military imbalances between the South and the North,
turning the demilitarized zone into an effective zone, and verification—shall
be taken to end military confrontation and the arms race and to firmly guaran
tee nonaggression; (6) a South-North joint military committee shall be estab
lished to work out the practical steps needed to enforce the terms of
agreement of nonaggression; (7) international guarantees of nonaggression
shall be sought; (8) these provisions shall not influence bilateral or multilat
eral treaties or agreements that both side have already concluded.

At the fourth round of the inter-Korean high-level talks. South Korea pro
posed an agreement on reconciliation, nonaggression, and exchanges and
cooperation that included the previous basic agreements, the nonaggression
arrangement, and the proposals for inter-Korean travel, inter-Korean commu
nication, and inter-Korean economic exchanges and cooperation.^^

The proposals of North and South differ significantly in many ways.
Those set forth by the South Korean government, for example, emphasized
political confidence-building measures and did not include the issues of
nuclear weapons or withdrawal of U.S. military troops. In contrast. North
Korea put utmost priority on nuclear weapons and withdrawal of foreign
forces and did not include political confidence-building measures. In the case
of military confidence-building measures, the South and the North included
common items such as demilitarization of the DMZ and installation of a hot

line between military authorities of the two sides. However, while South
Korea mainly proposed the transparency of mutual military capabilities and
military intention. North Korea exerted efforts to limit military training and
military exercises.

As for arms reduction on the Korean peninsula, while South Korea pro
posed reduction of weapons systems and the transformation of an offensive
military structure into a defensive one. North Korea proposed balanced reduc
tion of military manpower and prohibition of qualitative modernization of
military equipment. However, both Koreas agreed to allowing on-the-spot
verifications.

Regarding a nonaggression declaration, while North Korea proposed it
as a first step toward the withdrawal of foreign forces. South Korea tried to
adopt nonaggression as a guarantee against a surprise attack by North Korea.

On December 13,1991, South and North Korea reached an agreement on
the accord on reconciliation, nonaggression, exchanges, and cooperation. The

^Ibid.
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accord says both sides will respect each other's political and social systems
and not interfere in each other's intemal affairs. The two sides will "endeavor

together to transform the present state of armistice into a solid state of peace
between the South and the North and shall abide by the present Mihtary Armi
stice Agreement (of July 27, 1953) until such a state of peace has been real
ized."

As for nonaggression, each side pledged not to use armed force against the
other. To implement and guarantee nonaggression the South-North joint mili
tary commission shall discuss and carry out steps to build military confidence
and realize arms reduction, including the mutual notification and control of
major movements of military units and major military exercises, the peaceful
utilization of the demilitarized zone, exchanges of military personnel and
information, phased reductions in armaments including the elimination of
weapons of mass destruction and attack capabilities, and verifications thereof.
The military authorities of the two sides will also install a telephone hot line to
prevent accidental armed clashes and their escalation.

Meanwhile, both sides will conduct economic exchange and cooperation,
including joint development of resources, trade in goods, and joint investment
in industrial projects. Both sides will also engage in exchanges in such fields
as science and technology, education, literature and the arts, sports, and media
including newspapers, radio, television, and publications. The two sides shall
promote free intra-Korean travel and contacts for the residents of their respec
tive areas. The two sides shall permit free correspondence, reunions, and visits
between dispersed family members. The two sides shall reconnect severed
railroads and roads and shall link postal and telecommunications services.

At the sixth round of the inter-Korean high-level talks, the two sides effec
tuated the Agreement on Reconciliation, Nonaggression, and Exchanges and
Cooperation; the Joint Declaration on the Denuclearization of the Korean Pen
insula; and the Agreement on the Formation of Subcommittees of the South-
North High-Level Talks.

However, we cannot be sanguine about the implementation of these agree
ments. Having different interpreations on key articles, such as the realization
of the state of peace on the Korean peninsula and implementation of military
confidence-building measures, the two sides will not easily cooperate to
implement the basic agreement. The future of the basic agreement as a step
ping stone for arms control on the Korean peninsula will very much depend on
whether it can be successfully implemented and on the practical results of dis
cussions in the subcommittees and joint commissions.

The Basic Principle of Korean Arms Control

In the long term, arms control on the Korean peninsula will be achieved
only on the principles of defensive defense and common security instead of
the present principle of deterrence. It is thus necessary to examine these three
principles.
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In the contemporary international system, where there is no transnational
centralized power and authority, each state must provide its own security.
Recent scientific and technological developments, including the introduction
of nuclear weapons, have led each state to pursue unilateral security on the
principleof deterrence insteadof the principle of defense. The basic principle
of deterrence is that one actor in the international system prevents another
from taking some action by raising the latter's fear of the consequences that
will ensue. Its mechanisms are threats—^the posing of adverse consequences
for the deterree that will outweigh the gains of the contested action—and cal
culation—the ability of both deterrer and deterree to weigh costs and benefits
in a similar fashion.

Proposals for arms control of South and North Korea have been pursued
on the basis of the principle of deterrence. While South Korean proposals for
arms control try to improve the deterrent capabilitiesof South Korea through
the reduction of North Korean offensive military forces. North Korea makes
efforts to weaken the deterrent capabilities of South Korea through with
drawal of U.S. tactical nuclear weapons and military forces in Korea. Such
proposals have not contributed to the reduction of South and North Korean
military forces. On the contrary, the efforts of both North and South to
increase their deterrent capabilties without introducing confidence-building
measures risk accelerating the arms race in the region. Under these circum
stances, both Koreas face a security dilemma.

To overcome this security dilemma, the South and the North should pur
sue proposals for arms control based on the principle of defensive defense.
Europeanpeace researchers beganto discussthis principle in the early 1980s;
with the Soviet Union's adoption of the doctrine of reasonable sufficiency in
the mid-1980s, this principle was politically realized, becoming the basis of
the CFE agreement.Defensive defense holds that a state's military power
should be limited to its own territory and should not be a threat against other
countries. Thus security is achieved without resort to an arms race.

Any proposals for Korean arms control on the basis of defensive defense
must first deal with control of the offensive military capabilities of both coun
tries and of the U.S. tactical nuclear weapons and military forces in South

^^Barry Buzan, Strategic Studies: Military Technology andInternational Relations (New York:
St. Martin's Press, 1987), chap. 12; Pertti Joenniemi, ed., "Discourse on Deterrence," Current
Research on Peace and Violence 12, 2 (1989).
^^Horst Afheldt, Verteidigung and Frieden:PolitikmitMilitaerischen Mitteln (MunichA^ienna,
1976); idem. Defensive Verteidigung (Reinbeck: Rowolt Verlag, 1983); Burkhard Auffermann,
ed., "Alternative Security," Current Research on Peace and Violence 11, 3 (1988); Johan Gal-
tung, There Are Alternatives: Four Roads to Peace and Security (Nottingham: Spokesman,
1984); Harry B. Hollins, Averill L. Powers, and MarkSommer, TheConquest of War:Alterna
tiveStrategiesfor Global Security(Boulder: Westview,1989);Dieter S. Lutz,"On the Theoryof
Structural Inability to Launch an Attack," Hamburger Beitrage zur Friedensforschung und
Sicherheitspolitic, Januar 1988; Albrecht A. C. von Mueller, Die Kunst des Friedens (Munich/
Vienna, 1984).
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Korea. But even such proposals, limited as they would be to meeting the indi
vidual security needs of individual states, are not sufficient. We need a new
principleof common securityfor the peace and unification of the Koreanpen
insula.

The report of the Palme Commission in 1982 first framed the concept of
common security. Although not highlighted then as the Cold War was
replacedby detente, the conceptof commonsecurity—^which impliessecurity
through cooperative undertakings by states to overcome the limits of unilat
eral security at each other's expense—came to dominate the discourse on
security and became the basis of the Conference on Security and Cooperation
inEurope.^^

The report of the Palme Commission pointedout the following six princi
ples for common security policies: (1) all nations have a legitimate right to
security; (2) military forceis not a legitimate instrument for resolving disputes
between nations; (3) restraint is necessary in expressions of national policy;
(4) security cannotbe attained through military superiority; (5) reductions and
qualitative limitations of armaments are necessary for common security;
(6) linkages between arms negotiations and political events should be
avoided.

In summary, proposals for arms control on the Korean peninsula should
first be pinsued on the basis of the principle of defensive defense instead of
the principle of deterrence. In the process of developing confidence-building
measures on the peninsula, new proposals for arms control on the basis of
common security should be further implementedfor the peace and unification
of Korea.

Major Stages of Korean Arms Control

Achieving arms control on the basis of common security on the Korean
peninsula will require cooperation on six major points.

Denuclearization of the Korean Peninsula

North Korea had refused to sign a nuclear safeguards accord with the
International Atomic Energy Agency since 1986, calling first for the with
drawal of U.S. nuclear warheads in the South. Under these circumstances,
U.S. president George Bush announced on September 27, 1991, that he had
ordered the withdrawal of all U.S. land- and sea-based tactical nuclear weap-
ons.^^ In the case of Korea, the Bush administration decided to remove all

^^Independent Commission on Disarmament and Security Issues, Common Security: ABlueprint
for Survival (New York: Simon and Schuster, 1982); Dieter S. Lutz, "Common Security: The
New Concept," Hamburger Beitrage zur Friedensforschung und Sicherheitspolitik, Dezember
1986; Radmila Nakaradaand Jan Oberg, eds.. Surviving Together: The Olof Palme Lectures on
Common Security 1980(Dartmouth, 1989); Raimo Vayrynen, ed..Policiesfor Common Security
(London: Francis and Taylor/SIPRI, 1985).
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U.S. tactical nuclear weapons from South Korea, paving the way for a
renewed demand that North Korea abandon its nuclear weapons program to
ensure the strategic peninsula remains nuclear free.

Without waiting for North Korea's response to Bush's announcement,
South Korea's president Roh Tae Woo, calling for a "nonnuclear Korean pen
insula," declared on November 8, 1991, that the ROK would use nuclear
energy solely for peaceful purposes and would not manufacture, possess,
store, deploy, or use nuclear weapons. In late November, the United States
postponed temporarily the scheduled reduction of the U.S. forces in Korea
and Japan as long as North Korea refused to drop its nuclear weapons pro-
gram.^^ On December 18, President Roh announced that U.S. nuclear weap
ons had been withdrawn from the South. On December 31, South and North
Korea initialed an agreement aimed at making the Korean peninsula free of
nuclearweapons.The six-pointjoint declaration requiresthe two Koreas not
to possess nuclear-reprocessing and uranium-enrichment facilities. The
accord also calls for a ban on possession and development of nuclear weap
ons,joint inspection of nuclear facilities, andformation of a joint nuclear con-

on

trol commission.

On January6,1992, President Roh and President Bush urgedNorthKorea
to honor its promise to open its nuclear facilities to international inspection
and offered to forgo the joint Korea-U.S. military exercise in 1992 in
exchange.^^ On January 22, during their high-level meeting inNew York, the
United States called on North Korea to permit mutual military inspection as
soon as possible in addition to accepting inspections by the IAEA. American
officials warned that the United States would not stand further delay in the
resolution of North Korea's nuclear question. They made it clear that there
would be no progress in relations between the two countries without settle
ment of the nuclear issue.^^ On January 30, 1992, North Korea signed a
nuclear safeguards accord with the International Atomic Energy Agency,
meeting an obligation under the Nuclear Nonproliferation Treaty after more
than six years' delay.

These developments led the ROK and DPRK in February to sign a joint
declaration regarding the denuclearization of the Korean peninsula. Imple
mentation, however, has not been smooth. In particular. North Korea rejected
the South-proposed pilot inspection of nuclear weapon sites in both Koreas
and hesitates todiscuss the issue ofmutual nuclear inspection. '̂̂

^^International Herald Tribune, September 28-29, 1991.
Korea Herald, November 9,1991.

^®Ibid., November 22,1991.
^^Ibid., December 19,1991.
^Ibid., January 1, 1991.
^^Ibid., January 7,1992.
^Ibid., January 24,1992.
^Ibid., January 31,1992.
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While North Korea examines cautiously the best time to give up its
nuclear policy, the United States tries to increase multilateral diplomatic and
economic pressures on North Korea with the help of Russia, China, and Japan.
Considering its serious international and domestic difficulties. North Korea
cannot likely long endure their multilateral pressures.

Nonaggression Declaration and Military Confidence-Building Measures

The nonaggression declaration had been the key obstacle of the early four
rounds of the inter-Koreanhigh-leveltalks. While North Korea put utmost pri
ority on a nonaggression declarationas an essential first step toward the with
drawal of U.S. military forces from South Korea, the South Korean
government stressed agreeing on reliable guarantees for the successful imple
mentationof a nonaggression declarationwith the help of militaryconfidence-
building measures. At the fifth round of the inter-Korean high-level talks.
South and North Korea agreed on a nonaggression declaration with military
confidence-building measures. However, it is not yet clear whether the two
Koreas will successfully reach full agreement on military confidence-building
measures for guaranteeing the nonaggression declaration.

Reduction of U.S.Military Troops in Korea

Under the 1953 MutualDefense Treaty, some 43,000 U.S. troops are sta
tioned in Korea. Some7,000 of these are scheduled to be pulled out by early
1993 in the first phase of a three-stage cutback plan. Washington plans to
withdraw some 6,000 to 7,000 more troops between 1993 and 1995. By the
end of the decade, the United States will have halved its forces stationed in
South Korea. However, with the rapid decline of the "Soviet threat" and the
rapid increase of the "Japanese threat" in Northeast Asia, the role and the size
of U.S. militarytroopsin this regionwill have to be continuously reexamined.

RedeploymentlReduction of Offensive Weapons Systems

If proposals for arms control on the basis of defensive defense are to be
implemented, the offensive weapons systems of both Koreas must first be
redeployed and/or reduced.Alexei G. Arbatovhas proposedthat no more than
20 percent of opposing ground forces left after the reductions may be
deployed closer than 40 kilometers to the borderand no more than 40 percent
closer than 150 kilometers. In addition, he mentioned comprehensive verifica
tion and inspectionsystems, in particularat the choke pointsand geocorridors
within 150 kilometers.

Reduction ofArmed Forces and Military Equipment

In addition to the redeployment/reduction of weapons systems, the final
goal of arms control in this region should be to reduce armaments and man-

^Ibid.,February 28,1992.
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power of both Koreas to the level of minimum defensive defense. Arbatov
suggested, for example, that South and North alike reduce their forces to
400,000 ground and air forces regular personnel, 1,000 tanks, 2,000 artillery
pieces, 400 armored personnel carriers (APCs), and 300 combat aircraft.
Under these circumstances, proposals for arms control on the basis of com
mon security will begin to be realized.

Arms Transfers, DefenseIndustries, and Verification

Before there can be full realization, however, discussions are needed on
how to control arms transfers from the former Soviet Union to North Korea
and from the UnitedStates to South Korea. In addition, the defense industry
of both Koreas should be limited to production of defensive rather than offen
sive weapons. Verification of all these matters will take place through
exchange of data and by mutual on-site inspection.

In the short term, the future of arms control on the Korean peninsula is not
so bright. But a longer view offers more hope. If new political leadership in
North and South can successfully reform their domestic systems, there is a
good chance that—^with the help of the surrounding major powers—^they will
be able to achieve arms control on the Korean peninsula. Finally, for stable
peace in this region, the new Northeast Asian political system should be insti
tutionalized in parallel with the implementation of arms control on the
peninsula.



9. Complementarity ofIndustrial Structures
between North and South Korea

IL-DONG KOH

Since the division of the Korean peninsula, North and South Korea have
followed different paths of industrialization and economic development. Up
to now, North Korea has consistently tried to adhere strictly to a centrally
plannedcommand economic system; in contrast, the South Korean economy
was developed on the basis of free market principles.

Comparing the external economic relations of the two Koreas reveals a
stark contrast. One of the fundamental principles guiding the North Korean
economy is Pyongyang's desire to achieve economic independence through
self-reliance. South Korea, conversely, has been pursuing an outward-looking
economic policy. The drive for exports has been the impetus behind South
Korea's economic accomplishment.

North and South Korea were endowed with considerably different natural
resources and industrial production facilities when the peninsula was divided
in 1945. The impact of these initial differences cannot be overlooked. How
ever, since the difference in industrial structure of the two Koreas has wid
ened after the division, it would be safe to state that the path of economic
development, which has been guided by different underlying politico-eco
nomic principles, has greatly influenced the structural variations of the two
economies.

This chaptercomparestheeconomicstructures of Northand SouthKorea,
focusing on the complementary aspects of major industries between the two
economies. The overall industrial structures of the two economies are first
compared; then the structural characteristics of North Korea's major indus
tries are compared to those of South Korea to reveal the complementary
aspects between them, which will become the basis of mutually beneficial
economic cooperation.

An Overview of Industrial Structure

The initial economic conditions of North Korea, except for agricultural
production, were relatively more favorable than those of South Korea. North
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Korea possessed abundant and diverse mineral resources and a number of
industrial plants left over from Japanesecolonialism; further, population pres
sure on the economy was not as great.

One of the most noticeable aspects in the economic development of North
Korea was the great emphasis on industrialization from the beginning stage.
By 1960, mining and manufacturing already accounted for more than 40 per
cent of North Korea's gross national product (GNP). Industrialization contin
ued prominently in the next decade, and mining and industrial production as a
percentage of North Korea's GNP rose to 57 percent by 1970 (table 1).

Such a high level of industrialization can easily lead to structural imbal
ances and serious bottlenecks in other sectors. Recently, mining and industrial
production have declined in North Korea; they now account for about 43 per
cent of GNP. But the proportion is still high compared to that of South Korea
or of other countries with a balanced industrial structure.

The rapid expansion of North Korea's industrial sector, especially in the
1960s and early 1970s, can be ascribed to several factors. The North Korean
government (or alternatively, the Workers' Party) strongly emphasized the
need to strengthen the manufacturing sector not only to develop the economy,
but also to provide an independent base for national defense. Abundant and
diverse mineral resources and plentiful energy resources, such as coal and
hydroelectric power, allowed North Korea to pursue such a strategy from the
initial stages of industrialization. In addition, technological and material aid
from its allies, particularly from the Soviet Union, was also helpful in the
industrialization of North Korea during the 1950s and 1960s.

As is clearly shown in table 2, heavy and chemical industries have been
mainly responsible for the growth of North Korean industry. Lately, the pre
dominance of heavy and chemical industries has become even more conspicu
ous. As early as 1965, the heavy and chemical industries as a proportion of
total industrial production was 51.2 percent; it reached 64 percent in 1975 and
64.8 percent in 1980; in 1990 the figure was 74.1percent.

South Korea has pursued a different path of economic development. South
Korea did not enjoy the same favorable conditions for industrialization that
North Korea did. Except for the agricultural sector, the general base for pro
duction was much weaker in South Korea than in North. As with most devel

oping countries at the time who sought to begin economic development. South
Korea in its industrial policy emphasized import substitution in selected con
sumer and intermediate goods industries, such as flour milling and fertilizer
manufacturing. However, because of the small domestic market and the large
capital requirements for industrial investment projects, the import-substitution
policy quickly reached its limits, and industrial production remained at a very
low level until the early 1960s. The South Korean manufacturing sector began
to expand in the early 1960s when the strategy of export-led economic devel
opment was first adopted. Industrial production as a percentage of the GNP,
which was only 15.7 percent in 1960, rose to 22.4 percent in 1970. But light
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Table 1

Composition of GNP, 1960-1990 (in percentage)

1960 1970 1990

North Korea

Agriculture^ 28.9 21.5 26.8

Mining and manufacturing 41.3 57.3 42.8

Construction and services^ 29.8 21.2 30.4

South Korea

Agriculture^ 36.8 26.5 9.0

Mining and manufacturing 15.7 22.4 29.5

Constructionand services'̂ 47.5 51.1 61.5

SOURCE: National Unification Board; Bank of Korea, Economic Statistics Yearbook, correspond
ing years.
^ Includes forestry and fishing
° Includes public utilities such as gas, water, and electricity

Table 2

Composition of Manufacturing Industry, 1965-90 (in percentage)

1965 1975 1980 1990

North Korea

Heavy industry 51.2 63.7 64.8 74.1

Light industry 48.8 36.1 35.2 25.9

South Korea

Heavy industry 31.4 45.9 51.2 59.3

Light industry 68.6 54.1 48.8 40.7

SOURCE: Economic Planning Board (Seoul), Major Economic Indicators, each year; National
Unification Board.

industry accounted for more than 60 percent of total industrial production
until 1970. This was natural for an economy that fostered labor-intensive
exports to overcome the limits of insufficient capital and technology.

The rapid expansion of the South Korean heavy and chemical industries
began in the mid-1970s when the focus of the industrial policy shifted from
fostering labor-intensive export industries to promoting heavy and chemical
industries. As a result, the heavy and chemical industries have expanded their
share of total industrial production and have overtaken light industry starting
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in 1980. Now heavy and chemical industries constitute 60 percent of total
industrial production in South Korea.

Because of the economies of scale prevailing in heavy or chemical indus
tries, severe inefficiencies in resource allocation are a general phenomenon for
a small country like North Korea when it promotes heavy industry for self-
sustenance. Problems associated with the strategy to build up heavy industry
were obvious in the South Korean case as well. Huge investments in this sec
tor diverted valuable resources that could have been devoted to more produc
tive sectors, and the high concentration of economic power to a small number
of firms reduced the flexibility and adaptability needed in a constantly chang
ing business environment. In a socialist state like North Korea, where govern
ment subsidy is guaranteed even for unprofitable state enterprises, the
continuation of inefficient investment in those industries is inevitable. How

ever, government subsidy has never been sufficient to allow major renovation
of production facilities. Isolation from the world market makes the introduc
tion of new technologies difficult if not impossible. Thus, the production facil
ities would quickly become obsolete and unproductive.

In North Korea, overindustrialization with a heavy bias toward the heavy
and chemical industries seems to have created serious structural imbalances.

Especially significant is the inability to provide daily necessities. Shortages in
light industry are exacerbated by import limitations. In fact. North Korea
stressed the improvement of living standards in its Third Seven-Year Eco
nomic Plan (1987-93); this emphasis resulted in the creation of a Three-Year
Plan for Light Industry (June 1989) and the establishment of the Ministry of
Local Industry (June 1989), which is in charge of promoting the production of
daily necessities.

In comparing the industrial structures of North and South Korea, another
interesting element is found in the change of such primary sectors as agricul
ture, forestry, and fisheries as a percentage of GNP. The proportion of primary
industry in North Korea's GNP does not show any consistent trend, simply
ranging from 21 percent to 29 percent. But in South Korea, the corresponding
ratio has drastically declined from 26.5 percent to 9 percent in 1990 as a con
sequence of substantial expansion in other sectors and the rapid decline of the
rural population in the wake of urbanization and industrialization.

Stability in the proportion of agricultural labor as a percentage of North
Korea's total labor force seems related to its economic policy. As one way to
remain economically independent. North Korea has strongly promoted self-
sufficiency of food production. As a consequence, a relatively large percent
age of the labor force was obliged to stay in the primary sector (table 3).
Meanwhile, setbacks in the light industry and service sectors, which are gen-
eraUy labor intensive, have posed major obstacles to creating a sufficient num
ber of jobs to divert labor from the agricultural sector.

The difference in economic development patterns between North and
South Korea is conspicuous in the sectors of service, construction, and other
social infrastructures. These sectors constitute a relatively small and unstable
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Tables

Composition of Nonmilitary Employment by Industry (in percentage)

1960 1970 1990

North Korea

Agricultural sectors 57.3 51.3 34.1

Nonagricultural sectors 42.7 48.7 65.9

Mining and manufacturing 22.5 24.3 —

Construction, services.
and others 20.2 24.4 —

South Korea

Agricultural sectors 63.4 50.4 18.3

Nonagricultiual sectors 36.6 49.6 81.7

Mining and manufacturing 8.4 14.3 27.3

Construction, services.
and others 28.2 35.3 54.4

SOURCE: Economic Planning Board (Seoul), Major Economic Indicators, each year; National Uni
fication Board.

proportion of North Korea's GNP, while in South Korea, the same figure has
exhibited stable growth.

In North Korea, as in most other socialist states, economic activities in
these sectors, except for transportation and construction, have been treated as
"nonproductive" and given a low priority in the allocation of productive
resources. However, as the economy matures quantitatively and qualitatively,
vertical and horizontal connections among economic agents have to expand
dramatically. Insufficiency in services and social infrastructure may easily
become a serious bottleneck for the whole economy.

Comparison of North and South Korea's
Major Industries

Agriculture

The terrain and climate of North Korea are less favorable for agriculture
than are the terrain and climate of the South. North Korea has slightly more
arable land than South Korea has, but the proportion of rice paddies among
the cultivated land is quite different. About 30 percent of arable land in North
Korea is devoted to rice, the staple grain for Koreans; in the South, rice land
comprises 64 percent of arable land (table 4).

To be self-sufficient in food production. North Korea has tried to expand
its arable land with reclamation projects and has kept a large portion of the
labor force in agriculture. However, these efforts were not enough. As is
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Table 4

Cultivated Land Area (in square kilometers)

1962 1970 1980 1990

North Korea 18,942 19,686 20,866 21,223

(percentage of rice paddy) 27.1 28.4 29.7 29.5

South Korea 20,459 22,373 22,790 21,094

(percentage of rice paddy) 59.3 55.5 57.0 63.6

SOURCE: Economic Planning Board (Seoul), Major Economic Indicators, each year; National
Unification Board (Seoul), Statistics of North Korean Economy, 1986; idem. Comparison of
North and South Korean Economy, each year; idem. Overall Evaluation of North Korean Econ
omy, each year.

widely known, North Korea recently tried to import grain from China and
Southeast Asian countries to fill the gap between people's needs and domestic
production.

Even though North Korea achieved a high level of mechanization in
model farms as early as the 1970s, such technological improvements do not
seem to have been widely applied to ordinary collective farms. Therefore, it is
very hard to evaluate the technological basis of North Korea's agriculture. But
according to North Korea's report to the UN Food and Agricultural Organiza
tion (FAQ), the mechanization rate and technological standard of North
Korea's agricultural sector appears to be as high as that of South Korea—a
claim that is incompatible with the information about the North's agricultural
productivity. The only available figure that enables us to estimate the level of
modemization in North Korea's agricultural sector is the amount of chemical
fertilizer used, and North Korea is applying more fertilizer per unit of land
than is South Korea (table 5).

In 1970, the land-labor productivity of North Korea was estimated to have
been higher than that of South Korea by as much as 57 percent. However, in
recent years. South Korea has surpassed North Korea in land-labor productiv
ity. Such a shift is partly a result of improvements in South Korea's cultivation
methods, but another reason for the change is the decline of North Korea's
productivity, which seems to have orginated from poor management and
insufficient economic incentives for farmers. Implicit in the situation is the
expectation that once agriculture reforms are undertaken, a substantial expan
sion of agricultural production will follow, as was the case in China.

South Korea is also faced with many structural problems in agriculture.
One of them is the imbalance among agricultural products. In spite of the
South's heavy dependence on imports for a wide variety of agricultural prod
ucts, rice has been stockpiled for many years.
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Table 5

Production Capacity of the Chemical Industry, 1989 (in 1,000 tons)

North Korea South Korea

Synthetic material 100 3,196

Chemical fertilizer 3,514 4,173

SOURCE: National Unification Board (Seoul), Overall Evaluation of North Korean Economy
(Seoul, 1990).

Table 6

Deposits of Major Mineral Resources (in 10,000 tons)

North Korea South Korea

Iron 300,000 20,000

Tungsten 23.2 18.5

Molybdenum 0.2 3.3

Nickel 120 21.7

Manganese 20 125

Gold 0.5 0.25

Silver 0.5 0.25

Copper 7.5 8.0

Lead 2.9 0

Zinc 1,200 64

Magnesite 650,000 0

Anthracite 1,174,000 145,000

Bituminous 300,000 500

SOURCE: Institute for North Korean Studies, Summary of North Korea's Reality (Seoul, 1985).

Even in agriculture, then, one sees many complementary aspects between
North and South Korea. Once the trade barrier is removed, it will be possible
to exchange agricultural products on a large scale.

Mining

North Korea possesses varied and rich mineral resources. North Korea is
one of the richest countries in the endowment of several kinds of nonferrous

metals such as magnesite, tungsten, and molybdenum (table 6). Domestic pro
duction of various mineral resources was the main vehicle for North Korea's

industrialization in the early years of its economic development. Exports of
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mineral resources have been the major sources of foreign currency earnings as
weU.

In recent years, the mining industry has stagnated in North Korea as a
result of lack of capital and modern technologies. Deposits of old mining sites
have been exhausted; mining tunnels have had to be dug deeper; and the lack
of new technologies for prospecting, excavating, and processing has seriously
limited the mining and metal refinery industries. Another recent problem
associated with the mining industry is the shortage of energy: refining and
processing nonferrous metals generally requires high energy consumption,
especially of electricity.

However, mining still seems to be one of the most promising industries for
North Korea and can easily be revived in a short time with adequate invest
ment. Since South Korea imports most of its mineral resources, economic
cooperation in this area would be beneficial for both North and South Korea.

Energy

North Korea depends heavily on coal for its energy needs, and the demand
for coal has expanded continuously. During 1980-88 deteriorating mining
conditions kept the increase in coal production to only 3 percent; during that
same period, consumption increased at an annual rate of 16 percent. In 1988
about 5 percent of the DPRK's coal was imported. A shortage of coal could
easily lead to a serious decline in industrial production.

In South Korea, growth in demand for coal was significant from the late
1960s to the early 1980s; but in recent years, demand for coal is quite low
because coal has been replaced by other sources of energy such as oil, natural
gas, and nuclear power.

Because it has remained so heavily dependent on coal. North Korea has
not developed much in the way of oil refineries. Further, about 68 percent of
North Korea's total oil refinery output is light oil, such as gasoline or diesel.
Because of different patterns of oil demand, the corresponding figure for
South Korea is about 32 percent. In North Korea, oil is mainly consumed for
transportation, but in South Korea, oil for industrial purpose accounts for 40
percent of total consumption; only 37 percent of it is demanded for transporta
tion (table 7).

At the time of national division. North Korea possessed far greater elec
tricity generation capacity since most hydroelectric power plants were in the
North. At present. North Korea produces only 30 percent as much electricity
as South Korea; in terms of per capita electricity use. North Korea uses only
65 percent of the electricity used in South Korea.

North Korea derives more than 50 percent of its total electricity from
hydroelectric generation, whereas the comparable figure for South Korea is
less than 10 percent. The reduction in the number of suitable sites for hydro-
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Table 7

Oil Refinery

Unit North Korea South Korea

Capacity of oil refinery 1,000 BPSD 70 840

Production 1,000 ton 3,235 35,596

Composition of refinery output
Gasoline % 31.5 4.5

Diesel % 37.0 28.0

Kerosene % 7.7 3.6

Bunker % 19.1 33.8

Other % 4.5 30.1

Consumption 1,000 TOE^ 3,190 31,315

Proportion of consumption
Industry % 18.7 40.1

Transportation % 73.1 37.0

Other % 8.2 22.9

SOURCE: International Energy Agency, Organization for Economic Cooperation and Develop
ment, Energy Statistics and Balance of Non-OECD Countries, 1988-89 (Paris, 1990); National
Unification Board.

®Tonnage of oil equivalent

electric generation will force North Korea to place greater reliance on non-
hydroelectric sources of electric generation (table 8).

The significant difference in the seasonal variation of electricity demand
and supply between North and South Korea makes economic cooperation
through electricity exchange feasible. North Korea's electricity shortage
arises from a decline in hydroelectric power generation during the dry winter
season. This shortage can be alleviated by the supply of electricity fi:om the
South in exchange for North Korea's supply to South Korea when it needs
extra electricity for cooling during the summer season. Since the voltage and
mode of electric transmission are similar, this project can be easily accom
plished without severe technical difficulties.

Heavy and Chemical Industry

As mentioned earlier, North Korea kept its relative advantage over South
Korea for a long time in heavy industries such as steelmaking, metal process
ing, and machinery production, having built up major productionfacilities of
those industries during the 1950s and 1960s. Since the mid-1970s, however.
South Korea has expanded large-scale production plants in these areas. Con-



Table 8

Electricity Generation

North Korea

NUB estimation IBA estimation

Capacity of generation
(1,000 kw)

Hydro
Thermal

Nuclear

Amount of electricity
generated
(100 mil. kwh)

Hydro
Thermal

Nuclear

Generation per capita
(kwh)

Annual growth rate
(average of 1985-88)

6,902

4,052 (58.7%)
2,850 (41.3%)

278.9

140.7 (50.3%)
138.2 (49.7%)

1,351

2.6%

8,900

4,600

4,300

530

315

215

2,566

3.4%
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South Korea

22,173

2,236 (10.1%)
13,271 (59.9%)
6,666 (30.0%)

854.7

35.7 (4.2%)
418.0 (48.9%)
401.0 (46.9%)

2,035

10.9%

SOURCE: International Energy Agency, 1988 Energy Statistics Yearbook (New York, 1990);
NationalUnification Board(NUB)(Seoul),OverallEvaluationofNorthKoreanEconomy (Seoul,
1989).

sequently, in certain areas of heavy industry, both North and South Korea
exhibit the same pattern of heavy concentration in production facilities. Steel
mills and ironmaking are typical cases of such a common concentration of
industrial facilities (table 9).

North Korea is known to be one of the major arms-exporting countries.
According to data from the Arms Control and Disarmament Agency in the
United States, the DPRK's total revenue from arms trade during 1980-88
amounted to US$3.5 billion, equivalent to 12 percent of North Korea's total
exports for the same period. Thus export of military weapons turned out to be
a major source of hard currency. These allow us to hypothesize that North
Korea's technology is highly advanced in certain heavy industries but do not
quite clear up how this technology has influenced other industries.

These days, energy shortages and irregular delivery of inputs are causing
serious setbacks to North Korea's steel mills and metal-processing industries.
It seems that South Korea is in a better position because its facilities were built
in the more recent past. As far as iron making for ordinary steel is concerned.
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Table 9

Production of Iron and Nonferrous Metals, 1988 (in 10,000 tons)

North Korea South Korea

Pig iron 517.0 1,451.0

Steelmaking 594.0 2,200.0

Rolled steel 404.0 2,785.0

Lead 8.7 5.0

Zinc 29.5 24.0

Copper 9.0 18.0

Aluminum 2.0 1.8

SOURCE: National Unification Board (Seoul), Comparison of North and South Korean Economy
(Seoul, 1989); Korea DevelopmentBank, Korean Industry (Seoul, 1990).

South Korea is internationally competitive, but it still needs advanced technol
ogy in special process iron making to move into higher value-added markets.

The petrochemical industry is one of the least developed areas in North
Korea's industrial sector. North Korea's production of synthetic fibers and
plastic goods is only 3 percent of South Korea's. Moreover, North Korea still
relies on outmoded and inefficient coal-refinery technology for the production
of chemical outputs (table 10). Since the products of the chemical industry
provide the major inputs for the production of such modern daily necessities
as synthetic fibers, plastics, fertilizer, and so forth. North Korea will undoubt
edly be forced either to promote the petrochemical industry or to import these
products in order to improve the people's standard of living.

Consumer Goods

As a result of North Korea's great emphasis on heavy and military-related
industries, consumer goods industries have been long neglected (table 11). To
alleviate the shortage of daily necessities. North Korea has since the mid-
1980s tried to promote light industries.

For example, the North Korean government reorganized its command sys
tem on light industry, aUowing local administrative units more autonomy in
the collection of inputs and the mobilization of labor. In addition. North Korea
has tried to expand joint ventures with foreign companies. In spite of such
efforts, the promotion of light industry has produced few results. The attempt
to enhance domestic production was hindered by lack of production facilities
and insufficiency of input materials, and North Korea's effort to attract foreign
capital turned out to be too inconsistent to have the desired effect.

Much as North Korea is eager to expand the supply of daily necessities by
attracting foreign capital, many of South Korea's manufacturing firms in light
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Production of Textiles, 1989
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North Korea South Korea

Fibers (10,000 tons) 17.7 138.0
Textiles (100 million meters) 6.8 70.0

SOURCE: National Unification Board (Seoul), Overall Evaluation of North Korean Economy
(Seoul, 1990).

Table 11

Composition of Gross National Products, 1990(in percentage)

North Korea South Korea

Agriculture, forestry, and fisheries 26.8 9.0

Agriculture 20.9 7.4

Forestry 3.1 0.4

Fisheries 2.8 1.2

Mining and manufacturing 42.8 29.5

Mining 7.8 0.5

Manufacturing 35.0 29.0

Heavy industry 27.8 17.8

Light industry 7.2 11.2

Services, construction, and utilities 30.4 61.5

Electricity, gas, and water supply 5.4 2.4

Construction 7.8 12.7

Services 17.2 46.4

Government 10.7 17.2

Others 6.5 29.2

Total 100.0 100.0

SOURCE: National Unification Board: Bank of Korea, Economic Statistics Yearbook (Seoul,
1991).

industry want to haveeconomiccooperation with NorthKorea. Light industry
is the area where the greatest economic benefits can be derived when eco
nomic relations between North and South Korea have developed to a state of
direct investments and joint ventures. Many South Korean manufacturing
firms in light industry can meet North Korea'sneedsof capital and expertise
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for the production of daily necessities. Rapidly rising domestic wages in the
South have forced these firms to find less expensive labor elsewhere. This ten
dency will become more pronounced as time passes.

Concluding Remarks

Korea's national identity and homogeneity have significantly eroded dur
ing the half century of separation and confrontation. Such a systemic and
structural divergence may not be easily removed.

Nevertheless, we can find bright spots in an otherwise cloudy sky. No one
can deny that differences in the socio-politico-economic structure are the main
obstacle hindering the development of cordial relations between North and
South Korea. But differences in industrial structure can also be a complemen
tary factor, providing great incentives for two different economies to cooper
ate. Hence, there wiU be opportunities to collaborate and complement each
other's strengths as long as political matters do not impede economic benefits.

Prospects are also bright—in the long run—for expanding foreign eco
nomic relations because such relations are indispensable for the rebounding of
the North Korean economy, and South Korean firms are equipped with a num
ber of relative advantages over foreign firms: a common language and culture.

To facilitate economic cooperation without unnecessarily perturbing the
growing bud of cooperation and dialogue between North and South Korea, the
development of inter-Korean economic relations should proceed incremen
tally. This means that North and South Korea need to begin with pragmatic
programs acceptable to both. Each side must constantly strive to understand
the particular conditions facing the other party and to maintain sufficient flex
ibility.
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10. North Korea's H'ade Policy

JUNG CHANG YOUNG

The intent of this chapter is, first, to analyze and evaluate the nature and char
acteristics of North Korea's trade policy during the past four decades and, sec
ond, to investigate the trade potential between South Korea (Republic of Korea;
ROK) and North Korea (Democratic People's Republic of Korea; DPRK).

Background

The main thrust of economic policy in North Korea is to construct a self-
reliant {chuch'e) national economy under the principle of autarky. Priority has
been given to heavy manufacturing, and thus agriculture and light manufac
turing have lagged far behind. A huge military-industrial complex has been
constructed. The consistent implementation of a development strategy based
on the strict principle of chuch'e has created extreme unbalance in North
Korea's industrial structure.

The chuch'e principle of economic management has also defined the
peculiar nature of international trade in North Korea. Trade is conducted
under the strict control and monopoly of the state, in accordance with the cen
tral economic plan. It is largely bilateral, and the trade volume of each com
modity is reached by negotiations with trade partners. International trade is
generally regarded as an auxiliary instrument in establishing an autarkic econ
omy. Although Pyongyang recently has given some emphasis to increasing
exports, an autarkic economy uses exports primarily to obtain the sorts of raw
materials, equipment, and machineries needed to implement the economic
plan that cannot be produced domestically. Exports provide the hard currency
needed to pay for imports.

The chuch'e principle has made North Korea far less dependent on inter
national trade and finance than South Korea. In 1990 the trade dependence
ratio—that is, exports and imports divided by gross national product (GNP)—
was 20.1 percent inNorth Korea, 56.7 percent inSouth Korea.^ Total foreign

hn 1990 the Seoul Unification Board estimated North Korean GNP to be US$23.1 billion.
Exports in 1990 were US$2.0 billion, and imports US$2.6 billion. South Korean GNP reached
US$238 billion in 1990, exports US$65 billion, and imports US$69.8 billion.

154
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debt outstanding at the end of 1990 was US$7.86 billion in North Korea, more
than four times that amount in South Korea (US$31.7 billion). But the abso
lute dollar figures are not the important ones. The foreign debt-GNP ratio was
34.0 percent in North Korea and 13.3 percent in South Korea. Foreign debt is
a real burden to North Korea.

The trade dependence ratio has hovered at about 20 percent since 1960 in
North Korea; in South Korea it increased sharply from 18.5 percent in 1960 to
68.5 percent in 1985, then decreased somewhat. North Korea, like South
Korea, has few natural resources and a small market. It, like the South, could
realize great gains from participating actively in international trade and
finance. The chuch'e principle, however, has impeded various sorts of gains
fromtrade. North Korea couldhaveobtained high technology, sufficient capi
tal, andenormous marketfor its products if it hadparticipated actively in trade
and finance. The cost incurred by sacrificing trade was really substantial.
Besides losing gains from trade. North Korea has suffered substantial ineffi
ciency in its economy because of the extreme imbalance in industrial structure
caused by devotion to chuch'e.

We have observed a slowdown of economic growth rates in North Korea
ever since the late 1960s. However, in 1990, for the first time since the Korean
War, the country had a negative GNP growth rate (-3.7 percent). The serious
economic difficulty now confronting North Korea seems to be the cumulative
outcome of autarkic command-type economic management during the past
forty years.

During the 1990s we would expect a substantial improvement in North-
South Korean economic andpolitical relationships. Theoptimistic expectation
comes largely from the sudden sweeping reforms in the former USSR and
Eastern European countries that began at the end of the 1980s. The unification
of Germany has also raised great hope among the Korean people about the
possibility of Korea's unification. The end of the Cold War will also influence
the future relationship between North and South Korea. Both sides have
alreadyobtained UN membershipand signed the nonaggressionand reconcili
ation agreement; in addition. North Korea, hoping to normalize diplomatic
relations with the United States and Japan and economic cooperation from
them, agreed to allow inspection of its nuclear facilities.

The recentchanges in the international political atmosphere together with
the serious economic difficulty North Korea faces would lead the DPRK to
increased trade with South Korea—if such trade would not harm the former's
politicalstability. Pyongyang'splan for openinga special economiczone indi
cates the future direction of change in North Korea'seconomic policy.

In the following sections we first analyze and evaluate North Korean trade
policy during the past four decades, then investigate the potential for trade
between South and North Korea.
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lY-ade Policy in North Korea

TheEvolutionofNorth Korean TradePolicy

Trade policy in North Korea has fluctuated over the past four decades.
During the 1950s international trade was simply regarded as a device for
maintaining a basically autarkic economy. Trade partners were all socialist
countries, and trade occurred mainly through aid. The Sino-Soviet conflict
that arose in the 1960s, however, and the concomitant decrease in aid from the
USSR and the PRC led North Korea to diversify its trade partners.

After adopting a six-year economic development plan (1971-76), North
Korea changed the source of imports to Western countries (especially Japan
and European countries) to meet the demand for the equipment and machin
ery necessary to fulflll the development plan. In 1971 Western countries
accounted for only 15.2percent of North Korea's total volume of trade; this
percentage increased sharply—to 53.6 percent—in 1974. That is, the regional
distribution of North Korean trade showed remarkable change.

However, the North Korean economy was hit hard by the first oil shock,
and the country has not been able to meet its foreign debt payment since the
middle of 1974. Sharp increases in import prices for raw materials and sub
stantial declines in the price of minerals, which are the DPRK's major
exports, were two major causes for the foreign debt crisis. In 1975 North
Korean foreign debt reached approximately US$2 billion ($1.3 billion to
Western nations and $0.7 billion to socialist countries)—a very heavy burden
of debt indeed, considering that the total amount of trade in the same year was
about $2 bilUon. Because of the problem in debt payment,trade with Western
countries declined sharply during the latter half of the 1970s. Meanwhile,
exports todeveloping nations increased rapidly during the 1970s asa result of
NorthKorea's export-promotion policy towardthis region.

In his 1979 New Year's Address, President Kim 11 Sung emphasized for
thefirst time the importance of foreign trade andstressed increasing produc
tion forexport. InOctober 1980 at thesixth convention of theLabor Party he
officially announced thechange in economic policy, stating that it wasneces
sary "to improve the economic relationship with fiiendly capitalist countries
and to increase imports of capital and technology from these countries."
Major emphasis was given toincreasing trade volume, diversifying trade part
ners, improving creditworthiness, and producing a better quality of export
products. Figures for export volume during the 1980s should show an
increase of 4.2 times; the targeted economic growth was 3.1 times over the
period. InJanuary 1984 at a meeting of the Supreme People's Committee, it
was announced that the trade volume with socialist countries was targeted to
increase by 10times within five or sixyears; specialization of export produc
tion was especially emphasized. InSeptember 1984 theJoint Venture Actwas
enacted in order to introducecapital and technologyfrom advancedcountries.
(Joint ventures were preferred toloans because there was nothing torepay ina
joint venture.)
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The current third seven-year plan (1987-93) aims at increasing the trade
volume by 3.2 times during the plan period (the target growth rate of total
social production is 1.8 times). The plan emphasizes specialization and diver
sification of export products and the establishment of production sites for
export commodities. In 1991 the North Korean authorities disclosed a plan for
establishing a special economic zone in which foreign firms could invest
freely. This marked a very important change in external policy.

We have reviewed North Korean trade policy over the past forty years.
Although the DPRK has consistently followed the chuch'e policy, increase in
trade was also given a high priority throughout the period. Especially during
the early 1970s, North Korea tried to diversify its exports to Western coun
tries, but this attempt failed because of the first oil shock. Entering the 1980s,
the North Korean authorities emphasized officially the importance of foreign
trade and tried hard to increase exports. The Joint Venture Act in 1984 and the
Special Economic Zone Plan in 1991 were two important changes in North
Korean trade policy.

The results of such changes have been in general disappointing, however.
Although North Korea tried to increase the volume of trade and to introduce
foreign direct investment, the payoffwas not satisfactory, primarilybecauseof
the country's unsolved foreign debt problem, rigidity and inefficiency in its
economic structure, its narrow domestic market, and the low quality of its
exports.

Recently, external circumstances for North Korea have worsened greatly.
First, extreme instability in the former USSR, on which the DPRK has
depended for more than half of its total trade, has had a devastating effect on
the North Korean economy. On November 30, 1991, Mainichi Shinbun in
Tokyo quoted the Japan External Trade Organization's (JETRO's) estimate
that imports to North Koreafrom the former USSR duringthe periodJanuary
through July 1991 was US$11 million but the import amount for the same
period in 1990 was US$887 million. This means the import in 1991 was just
1.2 percent of the 1990 figure. The immediate result is, for example, an
extreme shortage of oil, such that only 40 percent of the DPRK's manufactur
ing capacity continues its production. Furthermore, the former USSR and the
PRC now require that North Korea pay in hard currency.

This discontinuity of its trade relationship with the former USSR and
other Eastern European countries has led North Korea to diversify its trade
partners,with a focus on Japan and SoutheastAsian countries.The prospect is
not so bright, however, since the improvementof economic cooperation with
Japan is first of all dependenton the South-North Korean relationship.

Pattern of Trade in North Korea

Analyzing North Korea's trading pattern is difficult. Because the DPRK
has not published any data since the middleof 1985,we mustbase our analy
sis on the trade data from North Korea's trading partners. During the 1950s
and 1960s North Korean trade continued to grow gradually; trade partners
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were largely socialistcountries. In the 1970s trade volumeincreased substan
tially mainly because of the increase in trade with Western countries, but it
fluctuated greatly. In the first half of the 1980sthe volume of trade decreased
because of the DPRK's inabihty to pay its foreign debts and the sharp decline
in the price of minerals, which are North Korea's major export. In the late
1980s the trade volume began to increase again; this increase came from the
rise in trade with the former USSR and some Asian nations—e.g., Japan, Sin
gapore, and Taiwan. However, from 1989 North Korea's trade volumebegan
to decline againbecause of theeconomic difficulty the country facedand seri
ously deteriorating external circumstances, such as the collapse of the USSR
and the Soviet bloc countries. There was a particularly sharp fall in North
Korean trade volume in 1991 as a result of the instability in the former USSR,
seriously affecting the North Korean economy. Table 1 shows the volume of
trade. Growth rates in exports and imports are much lower than the rates of
the Asian newly industrializing coimtries (NICs), and the volume of trade
fluctuates sharply, although the general trend is upward. The DPRK's trade
dependence ratio is lower than that of the Asian NICs, and its trade balance
shows a chronic deficit throughout the period.

The regional distribution of North Korea's trade is shown in table 2. The
most important feature of thisdistribution is a very highdependence on three
countries—^the former USSR, the PRC, and Japan. The high dependence on
the former USSR is striking. Generally the ratio of dependence on these three
countries is larger than 80 percent; this high percentage suggests the North's
failure in diversifying its tradepartners. Trade with Western countries reached
its peak of 42 percent of total trade volume in 1974, but since then the per
centage has declined continuously.

In 1989 JETRO collected trade data on three of North Korea's major trade
partners. In trade withthe former USSR the major export items were clothing
(54.4 percent of totalexports to theUSSR), rolled steel(13.4 percent) magne-
sitepowder (9.8 percent), electrical condensers (3.9 percent), and lathes (2.6
percent). The major import items were materials for clothing manufacture
(13.0 percent of total imports), crude oil (6.5 percent), coal (3.6 percent),
woolen fabrics (3.1 percent), electric motors (2.6 percent), oil products (2.5
percent), and textile equipment (2.1 percent).

In trade with the PRC the major export items were stone coal (26.2 per
cent), pig iron (15.9 percent), nonmetallic mineral manufactures (10.4 per
cent), fish(9.0percent), metalliferous ores(6.6percent), cereals (6.3 percent),
and nonferrous metals (5.4 percent). Major import items were pitch coal and
coke (19.3 percent), oil and oilproducts (19.1 percent), cereals (11.9 percent),
oil nuts (7.2 percent), and rubberproducts(4.1 percent).

In trade withJapanthe major export itemswerezincingots (22.5 percent),
iron and steel (11.0 percent), mushrooms (8.7 percent), anthracite (8.1 per
cent), andcrabs (6.1 percent). Major import items were automobiles (4.2per
cent), trucks (3.6 percent), gas compressors (3.5 percent), spinning machines
(2.7 percent), television sets (2.6 percent), woolen fabrics (2.5 percent), syn-
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Table 1

Trade in North Korea (US$100 million)

1960 1970 1980 1985 1988 1989 1990

Export (X) 1.5 3.7 14.4 13.5 20.3 19.5 20.2

Import (M) 1.7 4.4 17.4 17.2 32.1 28.5 26.2

X + M 3.2 8.1 31.8 30.7 52.4 48.0 46.4

X-M -0.2 -0.7 -3.0 -3.7 -11.8 -9.0 -6.0

GNP 15 40 135 151 206 211 231

(X+M)/GNP(%) 21.3 20.3 23.6 20.3 25.4 22.7 20.1

SOURCE: Study on North Korean Economy (Seoul: Unification Board, 1991).

Table 2

North Korea's Regional Distribution of Trade (1989) (US$ million)

Export Import Total trade Trade balance

Former USSR 890 1,491 2,381 -601

(57.3)^ (59.8) 58.9

PRC 185 377 562 -192

(11.9) (15.1) (13.9)
Other socialist countries 23 24 47 -1

(1.5) (1.0) (1.2)
Japan 283 206 489 77

(18.2) (8.3) (12.1)
Western Europe 49 158 207 -109

(3.1) (6.3) (5.1)
Asia 118 227 345 -109

(7.6) (9.1) (8.5)
Middle East, Africa 5 5 10 0

(0.3) (0.2) (0.2)
United States 0.23 4 4.23 -3.7

(0.01) (0.2) (0.1)

Total 1,553.23 2,492.00 4,045.23

(100) (100) (100)

SOURCE: Economy and Trade in Korea (Seoul: Ministry of Commerce and Industry, 1991).

®Figures in parentheses are percentage of total trade.
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thetic textiles (2.4 percent), refrigerators (1.8 percent), and heating and cool
ing equipment (1.8 percent).

KIET (South Korea Unification Board) has estimated the commodity
structure of North Korean trade in 1987 based on the trade data of the former

USSR, the PRC, the Organization for Economic Cooperation and Develop
ment (OECD) countries. Hong Kong, and Singapore. Trade with these coun
tries comprised 68.7 percent of total North Korean exports and 71.6 percent of
imports. Table 3 shows the result. The largest export group is standard interna
tional trade classification (SITC) 6 (manufactured goods classified chiefly by
materials). The major export items of North Korea such as nonmetallic miner
als (anthracite), nonferrous metals (lead, zinc, gold, magnesite powder), iron,
and steel belong to this group. The next important export commodity groups
are SITC 2 (crude materials inedible), SITC 8 (misceUaneous manufactured
articles), and SITC 7 (machinery and transport equipment). The percentage of
manufactured goods among total exports is more than 60 percent.

The largest import commodity group is SITC 3 (mineral fuels, lubricants,
and related materials). Oil and oil products, coke, and bituminous coal belong
to this group. In order of magnitude the next important ones are SITC 7, 6,
and 2.

In exports. North Korea has higher composition ratios than South Korea in
SITC 0, 2, 3, and 6, indicating that the North has comparative advantage in
resource-intensive goods. In contrast. South Korea has comparative advantage
in SITC 7 and 8. Thus, we may say that although manufactured goods are the
main exports of both South and North Korea, we could find complementarity
in the pattern of trade because of the differences in their resource endowments
and level of industrialization. Also, we could expect a large volume of intrain-
dustry trade.

North and South Korea show similar import patterns. Both of them are
heavily dependent on foreign resources and on imported machinery and trans
port equipment. This dependence indicates their relatively poor resource
endowment and low level of industrialization.

IVade Potential between South and North

Korea

Actual North-South Economic Exchange

From the end of World War II until 1949 trade between North and South

Korea consisted of the so-called 38 illegal trade and military government
trade. Also, electricity was sent to the South from the North. From the out
break of the Korean War, however, until quite recently, there were no eco
nomic transactions and cooperation between two sides.

There were a few exceptions. For example, in 1978 ten thousand tons of
coal were sent from Nampo to Pusan via indirect trade by an English com
pany. The South wanted to buy more coal from the North, but the deal was
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Table 3

Commodity Structure of North Korean Trade (1987)

Export
(US$ million)

Composition
ratio

(percent)

Import
(US$ million)

Composition
ratio

(percent)

0. Food and live 154.0 13.4 (4.4)a 91.8 5.4 (4.0)
animals

1. Beverages and 6.4 0.6 (0.2) 5.0 0.3 (0.1)
tobacco

2. Crude materials 201.6 17.5 (1.0) 140.7 8.3 (14.4)
indedible (except
fuel)

3. Mineral fuels. 72.6 6.3 (1.6) 581.1 34.4 (14.7)
lubricants, and

related materials

4. Animal oils and 0 0 (0.0) 8.7 0.5 (0.3)
fats

5. Chemicals 20.8 1.8 (2.8) 76.7 4.5 (11.2)
6. Manufactured 395.4 34.4 (21.6) 263.1 15.6 (15.2)

goods classified
chiefly by materi
als

7. Machinery and 119.7 10.4 (35.8) 460.0 27.2 (33.7)
transport equip
ment

8. Miscellaneous 175.8 15.3 (32.5) 47.3 2.8 (5.2)
manufactured

articles

9. Not elsewhere 4.0 0.3 (0.3) 14.4 0.9 (1.3)
classified

Total 1,150.3 100.0 1,688.8 100.0

SOURCE: Economy and Trade in Korea (Seoul: Unification Board, 1991).
^Figures in parenthesesare the correspondingcompositionratios in South Korea.

discontinued when the North quoted a higher price for subsequent shipments.
In 1984, the North Korean Red Cross proposed to send relief commodities to
South Korea's flood-stricken people for humanitarian purposes. The South
agreed to receive those commodities; subsequently, various goods such as
fifty thousand soks of rice, five hundred thousand meters of cotton fabric, one
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hundred thousand tons of cement, and fourteen different kinds of medicine
were sent to the South.

In November 1984, for the first time since the division of the country, the
North and the South held face-to-face talks about economic cooperation at
Panmunjom. The economic talks continued altogether five rounds but reached
no agreement. However, the very fact of the talks meant a great step forward
since both sides sat and listened to the other's different viewpoint. Major
issues discussed were commodity transactions, economic cooperation, and the
establishment of an economic council to implement agreements.

The South's proposal included two issues: commodity transactions and
economic cooperation. With respect to commodity transactions the South set
forth proposals concerning a list of tradable commodities, an amount of trad-
able commodities, terms of trade, trade partner, methods of transaction, pay
ment, currency for clearance, no tariff, and transportation. With respect to
economic cooperation, the South proposed joint development of natural
resources, establishment of a common fishing zone, and joint ventures in man
ufacturing and tourism. Finally, to implement trade and cooperation an Eco
nomic Cooperation Committee was to be set up.

The North foresaw various difficulties and complications in implementing
cooperation and trade. To overcome these it emphasized three major princi
ples of unification—self-reliance, peaceful unification,and national solidarity.
Its proposal, too, included proposals for economic cooperation and commod
ity transactions.

With respect to economic cooperation, the North proposed joint develop
ment of natural resources, establishment of a common fishing zone, and cre
ation of an economic committee to implement these. Regarding trade, the
North's proposal included a list of tradable commodities, methods of transpor
tation, and methods of transactions. Regarding the latter, the North proposed
that raw materials be traded with raw materials, finished products with fin
ished products, and agricultural products with agricultural products. Regard
ing transportation, the North proposed reconnection of broken railways and
opening of ports to the other side.

In the list of tradable commodities and the proposals for joint development
of natural resources, establishment of a common fishing zone, connection of
broken railways, and establishment of an economic committee, some degree
of consensus was shown. These North-South economic talks continued for a

year, but no concrete agreement was reached.
In 1988, South Korean President Roh Tae Woo announced a seven-point

proposal toward North Korea. This nordpolitik declared an opening toward
the North and regarding North-South trade as intracountry trade. In December
an executive member of one South Korean private company met his North
Korean counterpart in Tokyo to discuss trade and joint ventures. Also, Hyun
dai Group, for the first time since the division of the country, bought forty
kilograms of fishery products from the North (through indirect trade). Then,
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early in 1989, the chairman of Hyundai Group visited North Korea and dis
cussed a joint venture producing railway cars, participation in Siberian devel
opment, and joint development of Kum Kang (Diamond) mountain. In
February, the Hyosung Company received coal directly from Nampo at
Inchon, and Hyundai did the first barter trade with the North.

In September 1990 North and South Korean premiers met for the first
time to discuss resolving political-military confrontation and conducting vari
ous economic transactions and cooperation. On December 13, 1991, North
and South premiers signed a nonagression and reconciliation agreement in
Seoul.

The actual economic exchange between the two sides from 1945 until
quite recent times can be summarized as follows: First, economic exchange
was mainly confined to commodity trade; people did not cross the borders.
There was no economic cooperation either. The South made efforts to
increase commodity trade, but the North was cool to such efforts. The South
seems to be ready to make various concessions toward the North, but no
progress on trade can be made without the North's cooperation.

Second, commodity transactions were made in the form of indirect trade
through third nationals or Korean residents abroad, not direct trade between
North and South. Thus economic exchange is atzp its earliest stage and very
unstable.

Third, North Korea adheres strictly to the chuck'e principle and does not
show any intention of change, so economic exchange between the two could
be discontinued at any time. This situation reflects the current vulnerability of
economic exchange between South and North Korea. In January 1992, how
ever, there were some hopeful signals from the North that it intended to open
the closed economy to some extent, especially toward the South.

Trade Potential between South and North

Recently there have been encouraging signs about North-South trade
(table 4). First, commodity trade increased sharply during the period January
through August 1991, to US$65 miUion. The volume of trade in 1990 was
US$20 million, but in 1991 it reached US$95 million. Since North Korea's
total exports were US$2 billion in 1990, that figure represents 10 percent of
the DPRK's total exports. If the figures hold. South Korea would be the
DPRK's fourth largest trade partner in 1991, following the former USSR, the
PRC, and Japan. Numbers of transactions, numbers of companies involved,
numbers of commodities trade, and monetary value of trade all increased rap
idly in 1991.

During the period October 1988 through August 1991 metals such as zinc
ingots, lead ingots, electrolytic copper ingots, coil, pig iron, and billet com
prised 47.0 percent of total North Korean imports approved in South Korea
(US$154 million); mineral products such as coal and cement were 12.7 per
cent, precious metals such as gold and silver 6.5 percent. (In value, the largest
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Table 4

South Korea's Trade with North Korea (customs basis)

Number of Number of Number of Amount

Year trades companies commodities (US$10,000)

Import
1989 66 55 55 1,866
1990 78 60 60 1,228
1991 (Jan.-Aug.) 174 114 101 6,223

Total 318 229 216 9,317

Export
1989 1 1 1 69

1990 4 3 6 119

1991 (Jan.-July) 3 3 3 305

Total 8 7 10 493

Total 326 236 226 9,810

SOURCE: Study on North Korean Economy (Seoul: Unification Board, 1991).

import commodity was zinc ingots, which totaled about US$45 million.) The
traditional major North Korean export items such as metals and mineral prod
ucts, then, comprised 66.2 percent of South Korea's imports from the North.
In addition, animal products comprised 16.2 percent and vegetable products
11.1 percent. Thus import items are mainly resource-intensive goods.

Until September 1990, South Korea exported only three items—cigarette
filters, sweaters, and sugar—to North Korea. Since then sock-weaving
machines; cotton batting; petrochemical products such as high-density poly
ethylene, agricultural vinyl, and high-sulfur diesel oil; electronic products
such as color television sets and refrigerators; and such necessities of life as
fabrics and soap have been added. The largest export commodity now is high-
density polyethylene.^

The second hopeful sign is the change in the form of trade, that is, from
trade using third nationals to one using foreign subsidiaries of the South
Korean firms. This change may be interpreted as a movement toward direct
trade between the two sides from the present indirect trade. There was, in fact,
direct trade of rice in July 1991.

Third, the number of contacts between South and North Korean business
men to discuss trade and joint ventures increased sharply in 1991, and there

^South-North Cooperation Report, no. 4 (Seoul: Unification Board, 1991).
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were some reports suggesting the high probability of success in a joint ven
tures agreement. In particular, it was reported in January 1992 that Daewoo's
chairman and Kim II Sung had agreed on the advisability of having various
kinds of joint ventures. Surely these are all hopeful signs suggesting the
potential for increased trade between the two sides.

We turn now to the concrete aspects of trade potential. During the eco
nomic talks in 1984 there was some agreement on the list of tradable com
modities. The South wants to import and the North wants to export coal, iron
ore, corn, and the Alaska pollack. Conversely, the South wants to export and
the North wants to import iron and steel products and cotton textiles.

Although it has been more than forty years since the division of the coun
try, Korea was a unified economy for so long that a high degree of comple
mentarity exists between South and North. In 1989, for example. South Korea
imported US$1.7 billion worth of three mineral products—iron ore, magnes-
ite, and bituminous coal—that are major export items of North Korea. In the
same year. North Korean mineral exports amounted to US$210 million. Thus,
in addition to the three mineral products it imported, the South could import
other minerals such as lead ingots, pig iron, zinc ingots, silica, scrap iron,
gold, silver, and copper. Primary products such as rice, red beans, com, and
the Alaska pollack could also be traded to counterbalance the annual fluctua
tions in primary production.

The import capacity of South from North could reach approximately
US$2 billion. However, the quantity of immediately tradable commodities
would not be large, both because the North does not have a large amount of
exportable commodities and also because many items have been contracted
on a long-term basis. The poor quality of North Korean products would also
inhibit increasing the volume of exports. It is probably safe to assume that for
the time being the North may not be able to export more than US$300 million
worth of commodities annually to the South.^ However, the volume of trade
would increase rapidly even in the short run if direct trade between the two
sides were realized. It would not be difficult to reach US$500 million in trade

volume. In the long mn, differences in resource endowments and in levels of
industrialization suggest great potential for trade between the two sides.

The basic factor determining the trade volume between the two sides is
the policy stance of North Korea, that is, how far the North would be wihing
to expand trade with the South. The North's willingness/unwillingness rests
on two factors. On the one hand. North Korea's rapidly deteriorating eco
nomic situation puts continuous pressure on North Korea to trade with the
South. To improve the situation there seems to be no other alternative besides
more trade with the prosperous South.

^Georgi D.Toloraya, The Directions ofEconomic Exchange andCooperation between South and
North Korea (Seoul: Unification Board, 1989).
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On the other hand, the North's adherence to chuch^e argues against
increased trade. As of now there seems to be no change in this policy.
Between the two opposing factors the political factor impeding trade far out
weighs the economic factor encouraging it. Thus, we should not expect rapid
increase in trade between the two sides in the short run. In this rapidly chang
ing world, however, it will be very difficult for North Korea to pursue its
autarkic principle. This consideration leads us to have a rather optimistic
expectation for increased trade in the long run.

Conclusion

In this chapter we have evaluated the characteristics of North Korea's
trade policy during the past four decades. We have found out that despite its
adherence to chuch'e, increase in trade was given a high priority. The results
of this emphasis, however, have been in general disappointing.

The rates of growth in exports and imports have been much lower in North
Korea than in the Asian NICs, and the volume of trade has fluctuated sharply
over the years. The DPRK's trade dependence ratio is much lower than that of
the NICs, and its trade balance shows chronic deficit. Its trade dependenceon
the former USSR, the PRC, and Japan is strikingly high.

The comparison of the pattern of trade in South and North Korea indicates
that there exists a high degree of complementarity in resource-intensive prod
ucts and in more sophisticated manufactured goods. This complementarity in
trade pattern reflects the different industrial structures of South and North.

Second, we have examined the trade potential between the two sides. We
have learned that actual economic exchange has just begun. However, in 1991
some hopeful signs arose. For example, commodity trade in January-August
1991 was 13 times higher than in the same period of the previous year.

Regarding the trade potential between North and South, we have sug
gested that differences in resource endowments and in the level of industrial
ization could in the long run result in increased trade between the two. In the
short run, however, the North's adherence to chuch'e argues against a rapid
increase in the volume of trade.

Although divided for nearly half a century, Korea was a unified economy
for a long time. The differences in resource endowments caused by geography
have made North and South complementary to each other. There is also strong
complementarity in the industrial structures of North and South Korea and in
their pattern of trade. Differences in resource endowment and in level of
industrialization strongly suggest the inevitable necessity of trade based on
comparative advantage.

Both sides would benefit greatly from increased two-party trade. Espe
cially for North Korea, such trade could be an engine of growth, since the
present stagnation comes largely from the DPRK's adherence to chuch'e. In
addition to trade, we would also expect the possibility of various forms of
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joint ventures between North and South. Actually, trade and cooperation
between the two sides would go hand in hand.

Clearly, the economic gains from trade would be enormous to both par
ties. Furthermore, it wouldbuild confidence between the two, and this confi
dence wouldcontribute in the long run to the unification of the country. It is
not necessary tomention the great worldwide potential Korea would have if it
formed a common market.



11. Prospects for and Approaches to
Inter-Korean Economic Cooperation

WON BAE KIM and JUNG-GOOK KIM

The DMZ (demilitarized zone), with its barbed wire and firing positions,
has been the symbol of a divided Korea for the past four decades. Even
though a window, Panmunjom, existed, it was more an arena for mutual accu
sation and denunciation than for dialogue until very recently. In 1991, signifi
cant changesoccurredin the Koreanpeninsula. Both the DemocraticPeople's
Republic of Korea (DPRK or North Korea hereafter) and the Republic of
Korea (ROK or South Korea hereafter) joined the United Nations simulta
neously. For the first time since division, there were prime ministerial talks
and substantial direct trade between the two Koreas. In December 1991,
North and South signed an Agreement on Reconciliation, Nonaggression, and
Exchange and Cooperation, which became effective in February 1992.

Despite widely different interpretations of Pyongyang's policy shift from
isolation to limited opening and dialogue with the South and other Asia
Pacific countries, there are rising expectations about the possibility of the
reunification of the Korean peninsula. Discussions concerning the approach
and timing of the reunification have started within and outside Korea among
scholars, businessmen, and government officials.There appears to be consen
sus on the underlying reasons for the North's shift in external relations policy,
including the end of the Cold War, the dismantling of the Soviet Union, and
the prevalence of economic pragmatism over political ideology. In addition to
these changes in the global political economy, domestic circumstances in the
South and the North have helped make both Seoul and Pyongyang more
accommodating.

Although there are circumstantial reasons to be optimistic about the possi
bility of economic cooperation and even economic integration between North
and South Korea in the 1990s, skepticism remains because of distrust between
the North and the South and uncertainties surrounding the future course of
North Korean policy. These uncertainties put at risk any prospects for and

The authorswould like to thank Dr. Burnham O. Campbell and Mr. Jaejin Byun for their valuable
comments.

168



WonBae Kim and Jung-Gook Kim 169

approaches to inter-Korean economic cooperation. Another major potential
pitfall in the discussion of such cooperation is that each side draws the
prospectin its own image,ignoringthe other's reality (or at best one side con
siders its counterpart by its own perceived image). With these caveats in
mind, the following discussionwill focus on the prospects for and approaches
to inter-Korean economic cooperation and integration. The first section will
provide a brief review of background factors related to the changing political
and economic situation in Northeast Asia. The economies of both North and

South Korea will then be examined in view of their differences, and the impli
cationsfor cooperation will be discussed. In the third section, the options and
constraints of North and South Korea on their external economic relations

including inter-Korean relations will be elaborated. Following this,
approaches to inter-Korean economiccooperation will be discussed with the
eventual reunification of the Korean peninsula in mind. Finally, major tasks
and long-term strategies for economic cooperation and integration will be
analyzed and some concluding observations made.

Background

The abruptend of the ColdWarand the suddenfall of the Communist party
in the Soviet Union and Eastern Europe have presented an opportunity for a
new order on and surrounding the Korean peninsula. Growing economic inter
dependence and regionalism and a more pragmaticapproachby socialistecon
omies add stimulus for creating a new dynamism in Northeast Asia. More
specifically. North Korea's policy appears to have shifted in a new, more prag
matic direction in 1991, opening the possibilityof greater economicintegration
with the Northeast Asian region as well as with South Korea. This shift, how
ever, seems more a forced response to changing international circumstances
than an ideological reorientation. The reunification of East and West Germany
and the growing economic and political strength of South Korea compelled
Pyongyangto breakits growingisolation.Acceptance of dual UN membership
with South Korea, resumed prime ministerial talks with South Korea, contin
ued talks on establishing diplomatic relations with Japan, and agreements on
reconciliation, nonaggression, exchanges, and cooperation with South Korea
have all occurred in 1991 and have rendered the best opportunity for inter-
Korean economic cooperation since the division of Korea in 1948.

In addition, regional developments such as the withdrawal of the Soviet
Union as a major military power in the region, the impending improvement of
Japanese-Russian relations, the continued growth and external participation
of China in regional affairs, the anticipated gradual reduction of the U.S. mili
tary presence in Asia, and the emergence of a dynamic and productive Asia
Pacific economy set the stage for major changes on and around the peninsula.
The future of the peninsula depends on how the two principal actors and
major powers involved in the Korean problem seize this opportunity to con
struct a new system. Decisions to improve the situation cannot be unilateral.
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A bilateral or multilateral approach is desired to raise the probability of secur
ing long-term peace on the peninsula.

Inter-Korean economic cooperation is inseparable from political and other
aspects of inter-Korean relations. More important, however, is that economic
interests have been the key for the opening of socialist economies—of China,
the former Soviet Union, and Eastern European countries, for example—^to
the outside world. Furthermore, economic cooperation can provide the basis
for full-fledged relations between previously alienated countries—China and
South Korea, for example. These considerations also apply to inter-Korean
economic cooperation.

Overview

Population and Labor

Despite differences in political and economic systems, the populations in
the North and the South show similar traits in terms of macrodemographic
variables: the degree of urbanization, age composition of the population, and
other measures of societal modernization. This is certainly one positive ele
ment that may help to integrate the two populations (table 1). The combined
population of the North and the South is about 65 million, which provides a
large market—bigger than that of France and slightly smaller than that of the
unified Germany. The highly educated and diligent labor force of South Korea
is known to be one of the forces behind rapid economic growth. Judging from
scattered evidence, the North Korean labor force also appears to be highly dis
ciplined and educated.^ Considering that South Korea has recently been expe
riencing labor shortages in certain sectors, the pooling of human resources in
both Koreas would provide considerable advantage to both. Higher projected
rates of labor force growth in the North would also help relieve labor shortage
in the South (Eberstadt 1991).

North Korea's high estimated rates of labor force participation seem likely
to compound the difficulties that might be expected in a transition to a mar
ket-oriented economy. Many of the persons presently counted as "productive
laborers" are in reality marginal employees. If North Korean employment pat
terns were to conform roughly to those reported in the present-day South,
more than a fourth of those persons in the civilian labor force in the late 1980s
would no longer be receiving wages or salaries. A shift to a market-oriented
economy would probably mean that many people would have to shift from or
quit their existing jobs. Social consequences of such a transition would be
enormous (Eberstadt 1991). A gradual adjustment of the employment sys
tem—that is, from life-time employment to contractual employment as being
experimented in China—would be necessary to minimize disruptions.

^Visitors to North Korea including businessmen from South Korea and Japan pointed out such
characteristics of North Korean workers.
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Table 1

Population and Labor Force

North Korea South Korea

Population, 1990 (lOO's) 21,412 42,869
Population growth, 1980-90 (%) 1.8 1.2

Age composition, 1990 (%)
0-14 29 26

15-64 67 69

65+ 4 5

Percent urban

1970 54 41

1990 60^ 74

Labor force growth rate (%)
1980-90 3.2^ 2.8

1990-2000 1.7 1.8

2000-10 1.6 1.1

Labor force participation (%)
1987-89 73.7 59.5

SOURCE: Eberstadt (1991), Korea Development Institute (1991), and National Statistics Bureau
(1990).
^ 1987 figure

1986-90 figure

The economic significance of divergent urbanization rates between North
and South Korea lies in that North Korea's slowdown in urbanization after

1970 may reflect economic difficulties. To the extent that geographic mobility
may play a role in the reallocation of human and other resources within the
production process, North Korea's less flexible posture toward internal migra
tion would seem to be related to the overall development of its economy
(Eberstadt 1991).

Economy

The North Korean economy has shown low rate of economic growth since
the mid-1970s and recorded less than 3 percent annual growth during the
Third Seven-Year Plan (1987-93), a rate below those of most Asian econo
mies (World Bank 1991). By all indications, the economy is now in serious
decline, having contracted 3 percent in 1990, with severe shortages in energy,
transportation, and food. The apparent ill-performance of the North Korean
economy is largely due to outdated technology and ill-equipped production
facilities. Despite these economic difficulties. North Korea has maintained a
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large military expenditure, ranging between 10 percent and 20 percent of its
gross national product (GNP), which has caused a shortage of necessary
investment (Ha 1991; Yeon1990).

North Korea has a highly autarkic economy. The emphasis on self-reli
ance in heavy industry, including the military industry, stems not only from
the Stalinist model but also from the historical confrontation with South
Korea and the perceived need for defense from foreign aggression. Mainte
nance of a million-man army on a war footing for nearly forty years has cre
ated an artificial demand for military goods, generating a military-industrial
sector in North Korea similar to that of the former USSR (Randolph 1991).
Moreover, thismilitary sector in NorthKorea is reported to be technologically
advanced andto produce high-quality products thatcontribute substantially to
the North's total export (Trigubenko 1991; KDl 1991). Assuming conversion
to civilian products this sector would provide a potential source of inter-
Koreancooperation in the scientificand technical spheres.

Although industry dominates the North Korean economy, the DPRK still
has a large agricultural sector interms ofboth GNP and employment (table 2).
The large proportion of agricultural labor in the total labor force is explained
by two things: first, the country's self-reliance policy requiring self-suffi
ciency in food production and, second, the dearth of employment opportuni
ties in the neglected light industrial and service sectors, a lack common to
most socialist economies. These figures imply that there may be a large num
ber of underemployed workers in the agricultural sector whocould be tapped
in any South-North economiccooperation.

As illustrated in table 3, the North Korean economy is dominated by state-
owned enterprises andunits, which aregenerally known to be suffering from
low efficiency and chronic deficits. As is common to socialist economies,
these stateenterprises are notexpected to be responsible for theirownprofits
and losses; further, the Partyoften intervenes in their administration. The fact
that the economic reforms instituted in China in 1978 have not much changed
theownership structure of the PRC's major enterprises indicates thedifficul
tiesinvolved in privatizing a state-dominated economic structure in theurban
industrial sector. In particular, privatization of the urban industrial sectorhas
faced serious obstacles in China because it involves redefining the role of the
Party in theenterprises and broadly in thesociety. Considering themore influ
ential position of the Party in enterprise management in North Korea than in
China, enterprise and employment reform will be much more difficult and

. time consuming (Kang andLee forthcoming). Allowing a nonstate sector and
foreign jointventures rather than attempting reform of thestate sector may be
more attractive to the leadership and more effective, as evidenced by the
Chinese experience ^(Lee and Mark 1991).

^The experience in China and other socialist economies, however, suggests that such a dualist
approach will eventurally result in competition between the state and nonstate sectors and
between plans and markets; such competition may lead toa divergence of interest among various
groups and, in turn,mayproduce social conflicts.



WonBae Kim and Jung-Gook Kim 173

Table 2

Comparison of North and South Korean Economy

North Korea South Korea

GNP, 1990 (US$ biUion) 23.5 237.9

GNP growth rate (%), 1985-89 2.0 10.4

GNP per capita, 1990 ($) 1,095 5,569

GNP share, 1990 (%)
Agriculture 26.8 9.0

Industry 42.8 29.5

Services 30.4 61.5

Military expenditure, 1987
Total (US$ million) 4,106 5,219

Percent of GNP 9.3 5.7

Foreign debt, 1990
Total (US$ billion) 7.86 31.7

Percent of GNP 34 13

Trade, 1989 (US$ billion)
Export 1.95 62.4

Import 2.84 61.5

Total trade/GNP (%) 20.4 52.0

SOURCE: KDI (1991), Yeon (1991), dind Asian Business (1989).

The defense-oriented, centrally controlled industrialization of the North
resulted in an antimarket structure of its economy: The state sector has a vir
tual monopoly in the industrial sector; the planning and management of enter
prises are excessively centralized; labor organizations are mobilized like a
military unit (Trigubenko 1991). North Korean industry is concentrated in
power generation, mining and extractive industries, ferrous and nonferrous
metallurgy, and chemical and building materials. These fuel- and raw-mate-
rial-intensive industries are characterized by the massive use of metal and
electricity, low levels of mechanization and automation, and outdated produc
tion facilities. Efforts to modernize these industries are hampered by lack of
capital. Even with updated metallurgy, engineering, and chemical industries,
parallel with an increase in the proportion of finished products in production.
North Korea is not expected to develop those industries as internationally
competitive export sectors. Adjustment of the industrial structure between the
North and the South will certainly help reshape North Korean industries into a
competitive export sector; but light industry, with its lower capital require-
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Table 3

Share of Labor Force by Sector (percentage)

North Korea 1960 1986 1987

State worker 38.3 56.3 57.0

Government official 13.7 17.0 16.8

Farmer 44.4 25.9 25.3

Co-op worker 3.3 0.9 0.9

Total 99.7 100.1 100.0

China 1960 1986 1987

State worker 19.5 18.2 18.2

Urban collective worker 3.6 6.8 6.6

Urban private worker 0.6 0.9 1.2

Rural worker 76.3 74.1 74.0

Total 100.0 100.0 100.0

SOURCE: Eberstadt (1991) and State Statistical Bureau (1991).

ments and more flexible management system, is a more likely basis for export-
oriented production (ibid.).

The South Korean economy recorded an annual average growth rate of 10
percent between 1985 and 1989. Since 1990, however, the ROK has had a
trade imbalance and relatively high inflation; and recent wage hikes, currency
appreciation, and labor shortages will require South Korean labor-intensive
industries to restructure. Further, the rapid economic growth in the past three
decades was not without cost. It resulted in sectoral and spatial imbalances
and the concentration of economic power in a few hands. One consequence is
that income inequality, although relatively smaller than that in other develop
ing economies, became a social issue in the late 1980s.^ Worsening trade defi
cits, rising inflation, and weakening industrial competitiveness are major
problems facing South Korea in recent years as the country confronts the great
challenge of restructuring its industrial economy to remain internationally
competitive while at the same time improving social equity and welfare.

^Income inequality wasbelieved to have worsened in recent years because of wealth accumula
tion by a small proportionof the population through speculative investments in real estates. Sky
rocketing land prices due to relatively limited land supply and the associated problems of land
speculation havebecome one of the critical socialissuesconfronting the government in the Sixth
Republic (1988-92).
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External Economic Relations

On the whole, North Korea's economy is less dependent on international
trade and finance than is South Korea's. In 1990, North Korea's trade depen
dence ratio was 20 percent compared to the South's 52 percent (see table 2).
The total foreign debt outstanding at the end of 1990 was US$7.86 billion in
North Korea, US$31.7 billion in the South. The ratio of foreign debt to GNP,
however, was 34 percent in the North, 13.3 percent in the South;^ thus, for
eign debt is a real burden to North Korea (Jung 1991).

It appears that the DPRK is clearly aware of the need to expand its exter
nal ties and that it is adopting some realistic policies for that purpose (Rhee
1992; Izumi 1991). Expansion of exports is necessary to pay foreign debt and
to buy required goods. North Korea's trade growth has been much slower than
that of the Asian NIEs, and the volume of trade has fluctuated sharply,with a
chronic deficit throughout the 1960-90 period (Jung 1991). North Korea's
trade has been largely with socialist countries—60-70 percent of the coun
try's total trade—especially with the former Soviet Union, and most of it has
been barter trade. In 1991, however, the Soviet Union required that interna
tional transactions be settled in hard currency; in 1992 China followed suit.
Thus, diversification of trade relations is called for, and Japan appears to be
one of the major target countries for this diversification. The DPRK wants not
only increased trade with Japan but assistance from Japan to reconstruct its
economy (Izumi 1991). Currently, Japan-DPRK trade amounts to only about
US$500 million, and it is not easy to expand that trade because there are no
strong economic incentives in the DPRK. Furthermore, Pyongyang has a poor
record of paying its bills on time. Consequently, Japanese trade and invest
ment into North Korea have thus far been limited and have been accom

plished primarily by pro-Pyongyang Koreans in Japan (this is why it is often
called "Korea-Korea" trade) (ibid. 1991).

South Korea also shows a skewed trade relationship, with trade concen
trated with the United States and Japan (table 4). Its trade imbalance with
Japan has been deteriorating in recent years, and remedies to balance bilateral
exports and imports have been called for. The heavy dependence on Japanese
imports for capital equipment is considered an important economic issue, and
Seoul has stressed to Tokyo the need to transfer technology from Japan to
South Korea. In 1991, South Korea recorded a trade deficit with its traditional
surplus market, the United States. South Korea is also under pressure from the
United States to open up its domestic market. Frictions are acute in the agri
cultural sector, where farmers have become an active interest group resisting
the opening.

terms of net foreign debt (total debt minus total credit), the ratio is much lower for South
Korea,only 2 percent in 1990.However, the ratio for North Korea is not expectedto be muchdif
ferent after adjustment because North Korea's total credit appears to be nil.



176 Prospects for and Approaches to Inter-Korean Economic Cooperation

Table 4

Country Composition of Trade, 1989 (US$ million)

North Korea Export Import

USSR 890 1,491

(sef (59)
China 185 377

(12) (15)
Japan 283 206

(18) (8)
Others 218 460

(14) (18)
Total 1,576 2,534

(100) (100)

South Korea Export Import

North America 24,262 19,135

(39) (31)
Japan 13,457 17,449

(22) (28)
European Community 8,838 7,628

(14) (12)
Others 16,028 15,553

(26) (29)
Total 62,585 59,765

(100) (100)

SOURCE: Jung (1991) and NationalStatisticalBureau(1990).
®Figureswithin parentheses are percentage shares.

The northern policy initiated by President Roh Tae Woo is largely
designed to secure peace and stability on and around the Korean peninsula.
The economic significance of the policy lies in the possibility that expanded
international relations with nearby socialist countries will diversify not only
export markets for SouthKorean products but also the sources of raw materi
als.The remarkablegrowthof South Korea's trade with socialist economiesin
recent years suggest a possibility of diversifying export markets (table 5).
Eventhoughit is still small—only about5 percentof SouthKorea's total trade
volume in 1991—the trade with socialist economies has been gaining impor
tance because South Korea's export to major markets such as the United
States and Japan has been sluggish in recent years. Seoul-Pyongyang eco-
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IkbleS

South Korea's Trade with Socialist Economies (US$ million)

Country 1986 1987 1988 1989 1990 1991 (Jan-June)

China

Total 1,288 1,679 3,087 3,143 3,821 2,511

Export 668 813 1,700 1,438 1,553 1,027

Import 620 866 1,387 1,705 2,268 1,484

USSR

Total 118 200 290 6(K) 889 524

Export 50 67 112 208 519 214

Import 68 133 178 392 370 310

Eastern Europe
Total 88 148 215 389 754 492

Export 68 102 126 271 541 389

Import 20 46 89 118 213 103

Total socialist

economies 1,560 2,090 3,672 4,223 5,620 3,621

Growth rate (%) 5.7 34.0 75.7 15.0 33.1 53.8

Percent of

total trade 2.4 2.4 3.3 3.4 4.2 4.9

SOURCE: Chung (1991).

nomic cooperation will certainly strengthen this new network of trade and
economiccooperationin NortheastAsia.

In the past, economic exchanges between the North and the South were
very limited and confined to commodity trade through a third party. Starting
from 1991, inter-Korea trade increased sharply perhaps due to changed atti
tudes in both North and South Korea, resulting in the total of $125 million
during the January-August 1991 period (Rhee 1992). The major import items
from the North were metals, mineral products, and precious metals, whereas
the major export items from the South included petrochemical products,
household appliances, anddaily necessities (Yeon 1991).

The shift in the inter-Korean trade from indirect to direct signals an
opportunity to expand inter-Korean trade based on the complementarity
between the South and the North. Minerals and primary products which the
South imports in great quantity can be imported from the North if prices are
comparable to world prices.

There were also reports suggesting the likelihood of joint ventures
(Hankuk Ilbo 1992). Labor-intensive export-oriented products are the target
of discussion right now between South and North Korean businesses. Joint
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ventures in North Korea have been negligible because of the North's poor
credit records, uncertain political future, and the lack of legal and institutional
framework. The joint ventures in operation now are known to be mostly from
pro-Pyongyang Koreans in Japan. The establishment of diplomatic relations
between North Korea and Japan is likely to promote Japanese investment in
North Korea as well as trade between the two countries. Investments from

Japan to North Korea may be preferred to those coming from South Korea
because of their lesser significance in political terms.

Options and Constraints

The prospect of and the approach to inter-Korean economic cooperation
depend on the political economies of both North and South Korea as well as
on the dynamics of the political and economic interests of the major powers
surrounding the Korean peninsula. Considering the global trends of economic
interdependence, reduced tensions, and deideolization. North Korea appears
to have many fewer options and many more constraints than it did in the past.
In other words, the North's set of policy options has been reduced.

The major powers in the region, which do not want any military conflicts
breaking out, need to devote more of their resources and energies to domestic
problems, principally economic, and less to foreign affairs. This is true of
China, where economic development dominates the national agenda; of Rus
sia, where regime survival and political-economic transition are the utmost
concerns; and even of the United States and Japan, where domestic issues are
taking center stage. Moreover, the Russian Republic of the former Soviet
Union has been actively seeking participation in regional economic coopera
tion. Even China, the closest ally of North Korea, has not been hesitant in
seeking economic cooperation with market economies including South Korea
even before the two established diplomatic relations. Unexpected tensions in
the region and military buildup in the countries surrounding the peninsula
would set the clock backward. Except for such a possibility, the center of
regional activity will continue to shift from security to economic concerns in
the 1990s. And the aim of economic cooperation will continue to be mainly to
assist this change of socialist economies to market economies.

Any inter-Koreaneconomic cooperation will be determined by the conflu
ence of such regional concerns and Korean factors. Major domestic factors
that will affect inter-Korean relations include the economic performance of
both economies and political transition in Pyongyang and Seoul. A key fea
ture of the North Korean political economy is chuch'e sasang (self-reliance
ideology) built on Kim 11 Sung's personality cult. The personalized chuch'e
ideologyhas been carried on so long that there seem to be insurmountable dif
ficulties in decentralizing policy making. The unswerving commitment to
chucWe leads to the hypersensitivity on issues of national pride, the rigidity
and self-righteousness that account for the irrational and unpredictablepolicy
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behavior ofNorth Korea.^ The single most important factor inNorth Korea's
political economy in the 1990s is the dynastic succession that has been under
way for nearly two decades. The outcome of this succession will determine
Pyongyang's external relations policy including its policy regarding inter-
Korean relations. Succession scenarios in Pyongyang range from a smooth
succession to Kim Jung II, Kim II Sung's son, to a sudden collapse of the
North. The smooth succession scenario entails the successful implementation
of the succession plan including revitalizing North Korea's flagging economy
and raising the living standard of its citizens. Such revitalization would
require an injection of a large dose of pragmatism into economic and foreign
policies alike. According to this scenario. North Korea will consider eco
nomic reforms while retaining autocratic one-party rule—that is, emulating
the Chinese model.^

The question of how to respond to and approach North Korea elicits vary
ing answers, depending on one's assessment of the likelihood of future possi
bilities. The majority tend to agree with Seoul's position that Korea's
reunification should be achieved by a gradual and cumulative method. North
Korea is to be encouraged and assisted to open up and to gradually transform
its society. This gradual method also includes general diplomatic recognition
of the North. While negotiated reunification is preferred, reunification
through breakdown and absorption as seen in the case of Germany is held to
be just as likely to occur. One who takes a conservative view contends that a
wait-and-see approach is desired against such a development. Contingency
planning is deemed to be necessary to minimize the social disruptions and
economic difficulties that will accompany the collapse of the North Korean
regime. South Korea's conservative forces, including the military and the ref
ugees from the North, tend to subscribe to this more cautious approach. How
ever, democratization, which began in South Korea with the inauguration of
the Sixth Republic in February 1988, and the increasing importance of public
opinion in domestic politics will set limits on the scope and the direction of
the government's policy options toward reunification. Further progress in
democratization in South Korea may also convince North Korea of the futility
of its "united front tactic," which if translated into a softening of its posture

^The sudden reversal inNorth Korea's policy toward Japan in late 1990 and Pyongyang's rigidity
in its negotiationswith Tokyomay be linked to its chuch'e ideology.Chuch'e also helps to explain
change in North Korea's UN policy, for its desire to preserve the hard-won symmetry of its status
in the UNwith its arch rival appears to havebeen a keyfactor in its calculations (Koh 1991).
^It isdebatable whether such a strategy can succeed. Although Beijing has managed up tonow to
both preserve the authority of the Communist party and welcome significant foreign investment,
the social and political tensions that this has generated have been evident since well before the
Tiananmen Square incident. Given the much more rigid political structure of the DPRK and its
extended isolation, the political risk to the DPRK from even a limited opening to the outside
world is significant (Randolph 1991).



180 Prospects for and Approaches to Inter-Korean Economic Cooperation

towardthe South,may well open the way for a significant breakthrough (Koh
1991)7

Even though outside powers including the South cannot determine the
outcome of the North's succession one way or the other, they have the ability
to enhancethe probability of one or the other of those possibilities (Robinson
1991). Preparations need to be made for maximizing the probability of a
peaceful path andminimizing the costsof postreunification integration.

It is apparent now that the North cannot achieve rapid economic growth
without opening itself to the outside world and reducing its military burden.
But Pyongyang's dilemma is how to open without endangering the political
system in whichthe ruling elites have a vestedinterest. Partly encouraged by
Beijing, Pyongyang seems to be maneuvering to position the regime where it
canpursue twoclosely related goals: a reduction of military spending through
an accommodation with Seoul and Washington and rapid influx of capital and
technology (Lee1990). China alsocan serve North Korea as a potential bridge
to the Pacific and the outside world. In the long run, however, an economic
strategy limited to China will be insufficient to provide the DPRKwith the
capital and technology it needs for integration with the Pacific economy and
for its own economic development (Randolph 1991).

CanJapanbe an alternative? It seems that North Korea is moving toward
normalization of its relations with Japan. Japan, if it desires, can certainly pro
vide sufficient capital and technology to North Korea. Japan's compensation
for past colonial rule couldbe a significant input for boosting North Korea's
troubled economy. However, any Japan-North Korea economic cooperation
that precedes North-South Korean economiccooperation may createunneces
sary conflicts between South Korea and Japan.^ Concerns have been
expressed that the temporary economic recovery made possible by Japanese
aid and investment might dampenNorth-South Koreaeconomic cooperation.
Therefore, it is important to considera strategy that minimizes potential con
flicts between South Korea and Japan in their economic cooperation with
North Korea and maximizes complementary potential between South Korea
and Japan in a triangularrelationships (Yeon 1991).

The DPRK's most effective point of entry to the Pacific economy will be
through South Korea. Economic and political rapprochement with Seoul will
provide new stability to the Korean peninsula and to the DPRK's investment
climate. MajorSouthKorea corporations are well positioned to introduce new
technology, skills, and capital. In return, the North may provide South Korea
with an additionalpoint of commercialaccess to China and Russia.

^Theissue of reunificationhas been an inter-Koreanproblem inexplicablylinked with the internal
politics of thetwo Koreas. Theruling elites inboth Koreas have used theperceived threats from
the other side to justify their authoritarian rule (Lee 1990).
^he Japanese business community does notconceal its apprehension about thepossibility that a
unified Korea would drive hard to rival Japan in economic spheres (Hiroshi 1990).
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Approaches to Inter-Korean Economic
Cooperation

Unless unexpected events in North Korea force a radical approach to the
reunification of the Korean peninusla, a gradual approach is likely to be con
sidered best for inter-Korean economic cooperation. The ultimate objective of
this gradual approach would be the integration of the two different economic
systems. As already expounded by many scholars in and outside Korea, the
approach entails three stages: first, economic exchanges to foster mutual
understanding; second, economic cooperation through direct and indirect
investment, technology transfer, and industrial complementation; and third,
economic integration through a complete opening of factor and product mar
kets (Yeon 1991). The approach means that economic cooperation starts from
limited-scale projects and then moves to full-scale cooperation as well as
from marginal projects that will have minimum political and social impact on
both sides to fundamental restructuring that will encompass reconciling sys
tem differences and building unified institutions and practices. The North will
begin with partial opening (like China's special economic zones) and eco
nomic reform and gradually move toward a transformation of its economy.
This movement will be complemented by the South's adjustment of certain of
its economic and institutional policies.

Inter-Korean economic cooperation would, no doubt, bring about eco
nomic gains for both parties. An expanded market would provide increased
specialization and scale economies, induce technological development and
efficiency (in the North) by increased competition, create more investment by
reduced military expenditures, and generate a synergy effect by the joint use
of resources and labor (Yeon 1991; Macdonald 1989). Some of the comple
mentarity that existed under Japanese rule could be reestablished. Although
the differences in economic systems and philosophies pose severe problems
for economic cooperation, there appear to be four major areas where both par
ties can discuss cooperation for mutual benefits: trade, investment, infrastruc
ture, and financing. Preferences for the basic direction of and specific
methods for achieving such cooperation can be gleaned from North and South
Korea's official plans. North Korea's Third Seven-Year plan (1987-93) calls
for an expansion of trade by 3.2 times during the plan period as well as joint
investment in a number of key industries including cement, steel, nonferrous
metals, marine products, and high-tech goods. Joint investment in industrial
infrastructure such as transportation and energy is also encouraged. South
Korea's accumulated technology—in particular, production technology, man
agement know-how, and marketing experiences in foreign markets—^will
undoubtedly help North Korea achieve planned goals. A joint effort to
develop tourism and exploit natural resources in the North will be beneficial
to both Koreas.
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Joint ventures can start from areas that would have the least political
impact on the North—for example, joint fishing and fishery processing and
export industries such as textiles, garments, and household goods. Minerals
development can be considered next and then electrical, electronics, automo
bile, and shipbuilding—all areas in which South Korea has a comparative
advantage in the medium term (Yeon 1991). Joint development of tourism
resources is another area. Ideas that often surface in the media, though based
mainly on the exploitation of the North's cheap labor, should be carefully con
sidered (Hankukllbo 1992). In the short mn, there seems to be no viable alter
native to using the North's cheap labor in products that promise profitability.
Capital attracted by the North's low-cost labor (provided that North Korea
improves its investment environment) would increase productivity and real
income in the North. However, the use of North Korean labor for labor-inten

sive export production in those areas in which South Korea has been losing its
competitiveness might dampen ongoing restructuring efforts in the South.
Furthermore, a persistent considerable wage differential between the South
and the North would pose a problem from an equity standpoint. Considering
the social rift developing in Germany since unification, it seems necessary to
consider some steps to gradually reduce wage gaps between the South and the
North.

In addition, as recently indicated by North Korea, participation of both
Koreas in multilateral cooperative development projects such as the Tumen
River Basin project will not only be beneficial to both parties but helpful in
promoting regional economic cooperation in Northeast Asia.^ Joint ventures
by North and South Korea in a third country will also yield substantial fruits to
both parties without causing repercussions within North Korea. In addition,
South-North cooperation in a multilateral framework enhances the probability
of success because of internally binding agreements.

In anticipation of closer economic cooperation in the 1990s, South
Korea's Seventh Five-Year Plan (1992-96) outlines four basic directions:
(1) promote inter-Korean cooperation gradually by starting simple projects
acceptable to the North, (2) reinforce multilateral economic cooperation in
Northeast Asia, (3) establish the South-North cooperation fund, and
(4) inform the public about the North's situation and raise the public aware
ness of eventual reunfication.

To achieve ultimately the homogenization of systems and build mutual
confidence, sustained economic cooperation is necessary. Considerations of
and detailed studies on such policy issues as privatization of wealth, privatiza
tion of enterprises, and a common exchange rate are essential to minimize the
problems that will accompany system transition. Most of all, a national con
sensus should be built by informing both populations of the major issues and

^Mikheev (1991) proposes multilateral cooperation in thedevelopment of theRussian FarEast as
one of the most efficient forms of Russia's indirect influence on the situation in Korea.
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the problems anticipated from the reunification (KDI 1991). To achieve an
integrated economy, both sides must adjust their policies: for South Korea,
social equity has to be improved within the constraint of not endangering the
efficiency of its market economy. South Korea must improve its socioeco
nomic institutions to guarantee a minimum standard of living for its low-
income population and must assist the North in making reforms and opening
up. For North Korea, market mechanisms must be gradually introduced to
raise economic efficiency as well as adaptability to outside markets and an
open-door policy adopted.

Conclusions: Major Tasks and Long-term
Considerations

Many obstacles lie ahead in inter-Korean economic cooperation. Political
and security issues such as North Korea's risky nuclear development program
pose a severe threat to steady and gradual progress in inter-Korean economic
cooperation. The forty-five years of separation and antagonistic relations
developed therefrom cannot be dissolved in a short time. Perseverance and
flexibility are required from both sides to understand and trust each other and
to reconcile differences. To facilitate economic cooperation, economic
exchange can begin in those areas of North-South consensus. Once these
exchanges are accumulated and both sides realize that cooperation brings
more benefits than no cooperation, economic cooperation can be expanded to
sectorwide levels such as industrial complementation, joint ventures in manu
facturing, and cooperative development of new technology, and eventually to
systemwide levels such as mutual market opening, free flows of factors of
production, joint development of infrastructure, and complementary adjust
ment of economic institutions and infrastructure.

In addition to continuing bilateral cooperation, it is necessary to maintain
a high level of multilateral consultations about Korea among all those inter
ested, the goal being to internationalize the Korean problem and to involve
North and South in the international forum. Actions designed to encourage
the North to participate in multilateral cooperation such as the Tumen River
Basin project should be actively sought.

The foundation for the DPRK's successful integration with the South and
the development of a regional economy in Northeast Asia will fundamentally
depend on a restructuring of the North's economic priorities and reform of its
economic structure. This restructuring and reform must involve not only pol
icy designed to attract foreign investment, but more important changes in the
process of economic decision making, including freer scope for private enter
prises and a general harmonization of North Korea's economic structures with
market forces (Randolph 1991). The legacy of forty-five years of industrial
imbalance would constitute a major drag on efforts to produce viable con
sumer goods and export sectors. Centralized planning and a near-total lack of
independent decision-making authority by enterprises also constitute impedi-
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ments to economic growth and integration with the South. Through joint ven
tures, the South can render assistance in setting up a consumer goods industry
and viable export sectors. Training of management staff can be included as a
part of joint venture agreements. South Korea's small and medium-sized
enterprises would be more suitable than its large-scale companies to carry out
such cooperative ventures with North Korea.

Manpower planning and employment policies that consider an enlarged
labor pool are needed to best use human resources. Planning for an eventual
demobilization of servicemen from both sides would be necessary to utilize
those demobilized personnel efficiently.^^ Preparations including training and
retraining programs are needed for those servicemen and for workers dis
placed by enterprise reform. The employment of North Korean labor by South
Korean firms in a third region provides a head start for the training of North
Korean labor. An issue related closely to employment is the wage gap between
the South and the North. Measures to gradually reduce that gap should be con
sidered to help achieve an eventual integration of the two economies.

There will be numerous adjustment problems including land ownership.
Land ownership could be a sticky issue to deal with because of competing
claims from many sources. Because land ownership has been one of the major
sources of inequality in South Korea and other rapidly growing market econo
mies, a careful and rigorous policy preparation is needed.

Most of all, as China's reform experience suggests, the most difficult task
is to change people's attitudes. Since the Pyongyang regime has kept its peo
ple almost totally isolated over four decades, a great deal of work needs to be
done by the South. This does not mean, however, a one-sided assimilation of
people in the North to the norms and attitudes prevailing in the South. As con
cerned Korean intellectuals point out, not everything in the South is worth
learning—for example, blind pursuit of materialistic values. A middle-ground
compromise should be sought. To achieve a true integration of the two econo
mies, the South must think hard about the norms and values that a unified
Korean people can cherish. Through this exercise, it may be possible to
restore its own balance between moral and material incentives.

Assuming that the South will take the lead and the major responsibility for
the formation of an integrated national economy, the South must maintain its
economic growth and reduce its level of consumption to support the costs
associated with the integration. As noted earlier, the South must also take
steps to suit its market economy to the North by improving its income distri
bution, expanding social welfare, promoting harmony between different
groups, developing a sense of community, and raising the motivation for
work. Cultivation of a new business ethic may also help make market princi
ples more acceptable to the people in the North.

^^Currently, military personnel areestimated tobe1.2million in the North, 700,000 in theSouth
(Eberstadt and Banister 1991).
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Finally, inter-Korean economic cooperation is a necessary step toward the
reunification of the divided Korea as well as toward closer regional coopera
tion in Northeast Asia. Detailed strategies and specific measures, of course,
need to be devised to materialize the benefits of cooperation. These strategies,
however, should transcend the old thinking of the "division" era and aim for
the integration and reconcilation of the two economies of Korea, with a vision
of a greater Korean economic community serving as a catalyst for peace and
properity in the North Pacific.
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12. The Proposed Thmen River Scheme

MARK J.VALENCIA

The amelioration of political tensions in Northeast Asia and the interna
tionalization of the world economy are stimulants for economic cooperation
in Northeast Asia. In this region, geoeconomic patterns are rapidly replacing
existing geopolitical alignments. Indeed, a "soft" regionahsm may beemerg
ing. Positive developments include Sino-Russian rapprochement, economic
cooperation between South Korea and both China and Russia, the improving
political relationship between the United States and North Korea and between
Japan and North Korea, and the dramatic progress in North-South Korean
relations. The Russian interest in developing its Far East and Japan's and
South Korea's thirst for resources and overseas markets are further prods.

Imagine the region without political barriers and the effect this would
have ontransportation and infrastructure aswell as the matching of needs and
assets. Russia could export to South Korea by railway through North Korea.
North Korea could export to South Korea directly without transshipment via
Hong Kong orJapan. Planes could fly between Japan and China directly over
the Korean peninsula and between Japan and Vladivostok. And China and
perhaps Mongolia could use the Tumen River for direct access to the Sea of
Japan.

The region has potential complementarities. Russian resource-based
industry, Japanese and South Korean heavy and technology-intensive indus
tries, and Chinese and North Korean light industry and agriculture all comple
ment one another. Japan and South Korea have considerable capital,
technology, and managerial skills. North Korea and China have abundant

This paper is an updated and revised version of Mark J. Valencia, "Economic Cooperation in
Northeast Asia: The Proposed Tumen River Scheme," Pacific Review 4,3 (1991): 263-71, based
on the proceedings of the Second International Conference on Economic and Technological
Development in Northeast Asia, August 1991, Ch'angch'un (hereafter, Ch'angch'un 2), and M.
Miller, A. Holm, and T. Kelleher, "Tumen River Area Development: A Mission Report to the
United NationsDevelopment Programme,"October 1991.
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labor.And the Russian Far East, Mongolia, northeast China, and North Korea
have copious natural resources—coal, oil and gas, timber, fresh water, miner
als, and agricultural products.^

Further, theSeaofJapancoasts of all Northeast Asian countries areunder
developed. Indeed, there is a gap in economic development between theeast-
em and westem coasts of the Korean peninsula, between the eastern and
western coasts ofJapan, between theEuropean and Asian parts of Russia, and
between the southeastern and northeastern coastal areas of China.^ Northeast
Asian economic cooperation could redress this imbalance within countries by
stimulating development around the Sea of Japan. Thus political relaxation,
potential complementarities, existing and potential transportation linkages,
andhistorical development pattems make Northeast Asian economic coopera
tion a real possibility.^

The Ihmen River Project Proposal

It is in this context of wider economic cooperation in Northeast Asia that
China first proposed the cooperative development of the Tumen River basin,
which is shared by China, North Korea, and Russia (figure 1). China's initial
proposalcontained severalelements:

• that the section of the Tumen River from the conjunction of the three
countries' borders to the river mouth be the common property of the
three countries

• that China formally regain access to the Japan Sea via the Tumen
River

• that a port be constructed at Fangch'uan and a railway/highway net
work be constmcted in the Hunchun area to connect it to the hinter
land (Hunchun is on the Tumen River fifteen kilometers from the sea
and forty-six kilometers from Kraskino, a railway port in the Russian
Far East.)

• that the three countries develop adjacent special economic zones and
citiesfor the processing of raw materials and themanufacture of con
sumer goods (figure 2)

• that Japan and South Korea help finance and implement the scheme^

^Cao Guifa, "The Effects ofDeveloping theTumenjiang Basin forthe Economic Development of
Northeast Asia." Paper presented at theInternational Conference on Economic Development in
the Coastal Area of Northeast Asia, Ch'angch'un, China, 16-18 July 1990 (hereafter
Ch'angch'un 1).
^Ibid.
^Din Shi-cheng, "The Golden Delta ofNortheast Asia inthe Future—The Delta ofTumen River,"
paperpresentedat Ch'angch'un 1.
'̂ Ibid.; Ding Siba, Chen Cai, and Jingshu Zheng, 'TheExploitation ofthe Tumenjiang Valley and
Economic Development and Cooperation inNortheast Asia," paper presented atCh'angch'un 1;
Mark J. Valencia, "The Golden Delta? China's Proposed Tumen River Project," Straits Times
(Singapore), 1990.
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Several variations on this proposal have now emerged from other coun
tries and the United Nations Development Programme (UNDP)—separate,
contiguous, or merged free trade zones, the latter under a supranational
administrative authority.^ One variation advocates adjacent special economic
zones. In this version, sovereignty and management control would be retained
in each national portion of the special zone, but policies, procedures, and
administrative practices would be coordinated. Any differences would be set
tled by an arbitration commission. These zones might be physically contigu
ous small areas or general large areas, on the order of provinces. Conversely,
the areas might be separate and even competing—for example, the Hunchun
area in China versus the Khasan area in Russia versus the Sonbong area in
North Korea. Or they might be coordinated and complementary—for exam
ple, a major port at Fangch'uan, an airport in the Khasan area, and a teleport
elsewhere.

At the other end of the spectrum is true joint or multilateral development
with joint management. In this version, the countries would give or lease a
joint zone to a jointly owned and managed "enterprise" that would be respon
sible for ports, power, transport infrastructure, and zoning. UNDP is careful to
point out that this "enterprise" would not diminish territorial sovereignty over
land and population but would enhance coordinated management of the entire
scheme. The arrangement would be guaranteed by international agreement or
treaty covering tax, legal, and accounting issues; concession agreements; and
institutional arrangements. This concept is similar to the joint developmentof
offshore petroleum resources in areas of overlapping jurisdictional claims that
China proposed to Japan for the East China Sea and that South Korea and
Japan have undertaken ontheir jointly claimed continental shelf.^

China, North Korea, and Russia have or had similar economic systems
and can use the zone(s) to experiment with free-market capitalism. The attrac
tion is that the arrangement would be economic, not governmental, and the
zone could (presumably) be shielded from political or economic changes
within each country, thus reducing investment risk. Indeed, the magnitude of
the required financial and political investment might assure sufficient stake in
the project for all participants to see it through.

The broadest target area for inclusion in the special economic zone
includes a ten-thousand-square-kilometer triangular area of the Tumen delta
extending between the outskirts of North Korea's Chongjin port, China's
Yanji city, and Russia's Vladivostok. A more narrow focus would include
about a thousand square kilometers between North Korea's Rajin port, Chi
na's Hunchun, and Russia's Posyet. The development of the zone might take
place in stages: first, develop Fangch'uan, Khasan town, and Tumen into free

^Miller, Holm, and Kelleher, "Tumen River Area Developement."
^For the latest summary of joint development see William T. Onorato and Mark J. Valencia,
ICSID Review Foreign Investment Law Journal 5, 1 (1990): 1-30 and references therein.
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trade cities; second, expand the zone to include districts—^Hunchun, Kraskino
and Posyet, and Sonbong.

The Tumen River development scheme is envisaged by some as simply a
set of infrastructural investments and administrative arrangements ("special
economic zones") designed to improve the volume of intercountry trade and
attract foreign capital investment to the region. Others conceive of the scheme
as a means of establishing the eastern anchor of a "land bridge" from the Sea
of Japan to Europe. While these views may be compatible, they have signifi
cantly different implications with regard to the type and amount of invest
ments required, the strategy of the region's development, and the ad
ministrative arrangements needed for the region once it has "opened up" on a
large scale to international trade and related developments.^

In all versions, the zone or zones would have the following common
parameters: free flow of commodities, currencies, and persons; preferential
tariffs and income tax exemptions; incentives for foreign and domestic invest
ment; shared infrastructure, international transport, financial enterprises, and
information services; and most important, similar foreign economic policies.
One suggestion is that the zone initially concentrate on fabric production and
then add manufacturing of machinery. Another is that the zone initially focus
on processing of raw materials and then upgrade to chemicals and electronics.

Advantages and Constraints

Infrastructure

A basic dilemma faces the project. The ambitious port expansion plans
cannot be justified without including China's hinterland in the scheme, but
northeast China's restructuring or stepping up extractive industries in the Rus
sian Far East and eastern Mongolia may not be viable without access to inter
national markets and inputs. At present, the region's infrastructure is totally
inadequate for attracting large-scale foreign investment.^ Transportation facil
ities in North Korea are adequate for serving the present modest needs of the
northern prefectures but are somewhat below international standards. Its three
seaports—Sonbong, Rajin, and Chongjin—handle cargo from North Korea,
China, and Russia. The rail network connecting the three seaports intercon
nects with the rail systems in Russia and China. The road network consists of
winding, unpaved two-lane roads connecting sixty-year-old bridges over the
Tumen River to the road system in China. There is no road connection to Rus
sia. The cities of Rajin and Chongjin have adequate housing and basic ser
vices for the population at the present stage of activity. There is an airstrip
about thirty kilometers from Chongjin.

^Miller, Holm, and Kelleher, "TumenRiver Area Development."
®Ibid.
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China's Yanji is the principal city of the region, and its road and rail con
nections are acceptable. The city also has an airport. Hunchun, which is
within the small delta zone, has been a closed city, and development there has
been slow. The government has, however, been developing new infrastructure
for the city including paving its streets, building a new power plant, and
extending the railroad from Yanji. A new road has been constructed to the
Russian border, but it has not yet been continued on the Russian side. The
major Russian city within the region is Vladivostok. The well-developed sea
port in this city is the home for the Russian navy's Pacific fleet. The port has
facilities for cargo and passengers, but it is not up to international standards.
There is a small airport about sixty kilometers north of the city. Within the
small delta zone are two smaller cities—Khasan, close to the borders of North
Korea and China, and Posyet, which has a small port. This area is very
sparsely populated and is served with a railroad connected to the trans-Sibe
rian railroad.

The Tumen River delta is the geographic and population epicenter of
Northeast Asia. Fresh water is plentiful and land is flat, cheap, and abundant.
There are transportation links between the area and Europe, and more rail
ways are being developed. The three main railways leading to the mouth of
the Tumen River from Harbin, Ussurijsk, and Chongjin could be connected
with the Russian ports of Nakhodka and Vostochny to the north; Najin,
Chongjin, Hungnan, and Wonsan in North Korea; Kangnung and Pusan (with
its world-class container facilities) in South Korea; and the Japanese west
coast ports of Niigata and Akita.

There are presently three small harbors in the Tumen River delta—^Rus
sia's Posyet and Slavanka and North Korea's Sonbong. Posyet is nearest to
the Tumen estuary but is situated in a shallow bay.^ This port could be used
for container or general cargo. The other site is Trotchy Bay, which has deep
water and could be used for a major bulk port. The two regional ports are
Vladivostok and Nakhodka. Both have substantial facilities but are still inade

quate in terms of world standards required for the twenty-first century.
There are a number of problems with using the Tumen River for interna

tional trade. The river is now silted up, and considerable dredging of at least
the lower fifteen kilometers will be necessary before navigation is possible.
Construction of a canal across Russian territory has been suggested, but this
may not be technically or environmentally feasible. However, if North
Korea's involvement becomes an insurmountable obstacle, the proposed canal
from the Fangchu'an area to the Sea of Japan would become more attractive.
With dredging, vessels of two thousand to five thousand tons could use the
river, and if the railway bridge is rebuilt, larger ships could navigate farther
upstream. However, such dredging would be constant, environmentally
destructive, and very expensive.^® It is even doubtful that it could be done

^Ibid.
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economically, especially since the river is frozen for several months a year. In
addition, ships from the world fleet would not be capable of navigating the
river even after a reasonable amount of dredging. However, a modest barge
operation on the river might be undertaken with a reasonable amount of
dredging and river training. If a river/marine operation were to be attempted,
the scheme might consist of a slack-water river port at Fangch'uan and a tran
shipmentport at the estuary. The estuary has a long sand spit that could effec
tively serve this purpose as barges could berth on the riverside and ships could
berth on the seaside. On the seaside, a breakwater would be required to protect
the ship operation. If it were inadvisable to use the sand spit for this purpose,
an offshore harbor with port facilities could be constructed.

The construction period for a dock capable of handling two to four million
tons a year and the requisite dredging is about five years. It would take about
ten years to constructa deep-water inland port for ten thousand-ton vessels, if
it could be done. Up to the year 2000, then, the inland port could handle only
30 percentto 50 percentof expectedgoods,and other ports in the RussianFar
East and North Korea would have to be used.

Aland port is an alternative.^^ This facility would be a major intermodal
transportation hub with spokes coming from all marine terminals and airports
and going in all directions by rail and road to all comers of the Northeast Asia
landmass and by land bridge to Europe. Hunchun might be a reasonable site
for such an inland port. Existing airports at Yanji, Vladivostok, and Chongjin
would need to be expanded and a major new international airport built on the
delta, perhaps on the border between China and Russia just west of Posyet.
Another possible location could be in North Korea between Khasan and Ung-
sang.

UNDP estimates that the total investment required over twenty years is on
the order of US$30 billion—^for roads, highways, ports, airports ($11 billion);
educational facilities ($1 billion); and power, water and waste disposal plants,
and telecommunications ($13 billion). The cost of constmction of a port at
Fangchu'an would be about $1 billion.

China

The present sea transport between China and the rest of Northeast Asia is
from Dalian around the Korean peninsula and through the Sea of Japan. For
China, a port at Fangch'uan would shorten the distance and lower the trans
port cost.^^ A port atFangch'uan would also open another branch ofthe East

i%id.

^^Ibid.; William Duliforce, "$30 Billion UN Scheme forTumen Area,"Federal Times (Washing
ton, D.C.), 24 October 1991, p. 5.
^^Yuan Shuren, Baoming Yie, and Li Wang, "The Construction of Port Systems in Northeast
China and the Development of Economic Intercourse and Cooperation among Countries of
Northeast Asia," paper presented at Ch'angch'un 1.
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Asia-Europe land bridge and could bring Mongolia into the scheme. Land
connections presently include a rail connection between Russia and North
Korea and three highways—one being built between China and Russia and
two being improved between China and North Korea crossing the border at
Shatuizi and Quahe. The Tumen River delta is also connected to the Siberian

land bridge through Harbin, Manzhouli, and Karymskoye in Russia. The
Baicheng-Arxan line could be connected to the eastern Mongolian line, short
ening the route to Europe by more than one thousand kilometers. It would
also lessen the pressure on the Dalian-Harbin railway. However, the railways
from Tumen to Ch'angch'un and Mudanjiang would need to be improved and
a new line built from eastern Heilongjiang province to eastern Liaeoning
province. And the railway would need to be extended from Tumen to Hun-
chun to Kraskino and from Hunchun to Fangch'uan to Khasan.

China once had right of access to the Sea of Japan through the Tumen
River. Hunchun harbor was built in the seventeenth century, and merchants
went to sea by way of Tumen to Haishenwai (Vladivostok). Hunchen was an
open city from 1906 to the beginning of World War II; in 1929 it had a ship
ping capacity of twenty-five thousand tons. More than a thousand vessels
used this access annually for fishing trade. But in 1938, following Japan's
defeat by the Soviets in the battle of Zhanggu peak, the Japanese army
blocked the Tumen River mouth with piles. The Korean War, China's closed-
door policy, and its split with the Soviet Union in the late 1950s delayed the
reopening of the river for the transit of China's goods. But on 10 September
1989, China and the Soviet Union simultaneously opened Hunchun and
Kraskino ports to the outside world. And in 1991 Chinese navigation rights on
the Tumen were restored.^^

The Tumen River scheme could be the centerpiece of China's economic
development plans for its northeast. Northeast China's industrial structure is
relatively integrated, and its agriculture and light industries are relatively
advanced compared to those of the Russian Far East and North Korea. North
east China has confirmed its intentions to open to the outside world during the
Eighth Five-Year Plan (1990-95). The plan is to create a Northeast China
Economic Area that will become the base in North China for importing and
absorbing foreign advanced technology and managerial expertise and for
implementing import substitution and expanding export earnings. The total
export volume of the three provinces in the Northeast China Economic Area

^^Ding, Chen, and Jingshu, "Exploitation of the Tumenjiang Valley"; Miller, Holm, and Kelleher,
"Tumen River Area Development."
^^Ding, "Golden Delta."
^^"The Port ofHunchun inJilin was 'Re'-opened, 11 September 1990," Ta-Kung Pao (Overseas
edition), 11 September 1990, p. 1; Lincoln Kaye "Casualty of History," Far Eastern Economic
Review (Hong Kong), 16 January 1992, pp. 19-20.
^^"The Opening of the Northeast China Economic Area," Ta-Kung Pao (Overseas edition), 10
September 1990, p. 1.
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is targeted to reach $6.05 billion by 1995. Of the total, 40 percent is supposed
to come from exports of industrial products and 10 percent from exports of
manufactured goods. By the year 2000, the total export volume of the area is
projected to reach $9.5 billion. Of this, 50 percent would come from exports
of industrial products and 20 percent from manufactured goods. Suifenhe has
now become an open border city. And the towns of Hunchun and Jingxin have
been suggested as China's analogue free trade zones for the Tumen River
scheme. Dalian would be integrated with Liaoning, Jilin, Heilongjiang, and
Inner Mongolia, and the Tumen River project is expected to get a boost from
this development. However, a port at Fangch'uan may take cargo away from
Dalian, undercutting its planned expansion. This possibility may explain the
seemingly contradictory attitudes of Jilin province and some quarters in
Beijing regarding the Tumen River project. Also, Beijing may be in no rush to
help create a prosperous united Korea on its doorstep or to loosen its control
over Mongolia's access to the sea.^^

North Korea

The North Korean economy is in desperate straits, but the coimtry remains
effectively closed to foreign investment. However, North Korea supports the
concept of the Tumen River scheme and is developing its own free trade zone
on Hashan island in the Sonbong area. Indeed, North Korea explicitly wel
comes South Korean investment in the zone^^ and hosted an intemational
meeting on the project in October 1991 inPyongyang.^^ And the influential
Korea Development Institute has recommended that South Korea support the
Sonbong project through joint ventures.

North Korea intends to proceed unilaterally with the development of an
91

economic trade zone in the Rajin-Sonbong area. It believes that Sonbong is
very important in the development of Northeast Asia and that it can become
an important gateway to Europe. However, North Korea also wants to turn
Wonsan and Nampo into free port cities similar to Hong Kong, and a free
trade zone at Sonbong could compete with this plan. In considering the scale
and expansion plans for the Rajin-Sonbong zone. North Korea is taking
account of the growing demand in Russia and Northeast China for port facili
ties. North Korea sees the role of Sonbong in the following context. Russia is
expanding its trade with South Korea, Japan, and the United States. Port facil
ities in Russia will expand slowly and will not be able to meet the demand.

^®Ibid.; "DalianWillBecome the 'HongKong of theNorth',"Ta-KungPao (Overseas edition), 30
November 1991; Lincoln Kaye, "Hinterland of Far Eastern Economic RevieWy 16 January
1992, pp. 16-17; Mark Clifford, Louise de Rosario, and Lincoln Kaye, "Trade and Trade-offs,"
Far Eastern Economic Review, 16 January 1992, pp. 18-19.
^^Shim JaeHoon, "TheTrade Wedge," Far EasternEconomic Review, 22August 1991, p. 23.
^Duliforce, "$30 BillionUN Scheme"; Miller, Holm, and Kelleher, "Tumen RiverArea Devel
opment"; Hankukllbo (Seoul), 9 November 1991.
^^Miller, Holm, andKelleher, "Tumen River AreaDevelopment."
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Also, Russia's ports are frozen for four months each year. There will be a
growing demand for transport facilities in northeast China, and the route via
Sonbong is the shortest and most economical. The distance from Hunchun to
Niigata in Japan via Dalian is 2,000 kilometers by rail and sea, compared with
590 kilometers via Sonbong.

Thus the government plans to develop Rajin and Sonbong as commercial
ports, reaching 750,000 people, and including a new city of 250,000 people
with the development of Sonbong port. Port capacity at Rajin and Chongjin is
three million tons and eight million tons, respectively. The capacity of each
port will be increased to ten million tons with the introduction and moderniza
tion of cargo-handling equipment and the expansion of warehouse space. In
the long run, total capacity of both ports will be increased to fifty million tons,
and a new port of fifty million tons will be built at Sonbong, providing a total
port capacity in the area of one himdred million tons. Tourism will also be
stressed as there are many natural and scenic attractions in the area. Indeed,
North Korea plans to host the 1995 Asian winter games at a site close by.

The existing rail network has a surplus capacity of 12.2 million tons: 6.4
million tons to China and 5.8 million tons to Russia. The rail expansion
projects planned in the medium and long term will increase the carrying
capacity of that network to 158.9 million tons. In the short term, existing
roads will be widened to nine meters and paved, thereby increasing capacity
to northeast China to twelve million tons. In the longer term, 306 kilometers
of highways are planned, and cargo volume on these highways is projected at
sixty million tons annually.

The North Korean government plan foresees industries involving oil, pet
rochemicals, chemicals, electronics, food processing, textiles, and garments.
Laws, regulations, and facilities in the zone will be designed to encourage
investment by foreign governments and by companies and individuals from
foreign countries. Investments can be made in equipment, goods, and technol
ogy. Investors' assets will be protected legaUy, as will income and proceeds
from the operations. The legal status of the zone will be proclaimed by
government decree. Apart from the transport trade and manufacturing sectors,
communications, banking, tourism, and service sectors will also be devel
oped.

South Korea

To continue its economic momentum. South Korea needs new markets
and new sources of raw materials; Seoul is thus very interested in developing
the resources of the Russian Far East and Mongolia. Further, labor-intensive
industries are facing increasing labor shortages and labor strife. Also, many
traditional Korean industries are beginning to lose their competitiveness.
Such firms are interested in transferring funds, technology, and equipment to
China and North Korea.
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South Korea has a special reason to be interested in the Tumen River
project. There are 1.1 million Koreans in Heilongjiang and Yanbian—China's
Korean Autonomous Prefecture—^with a Korean language and culture.^^ Here
is the spiritual birthplace of the Korean people—Taiktusan (Changbaishan).
From the crater lake at the misty summit of this active volcano, Koreans
believe, their people originated and spread throughout the peninsula. The
region is thus a serendipitously symbolic site for indirect economic coopera
tion between the two Koreas. And such cooperation if successful can build
confidence and be a forerunner of what to expect with unification. Perhaps
partially for this "spiritual reason," Chung Ju Yung, Hyundai group chairman,
has committed his company to participate in the scheme.^^

Japan

Japan's commitment to and active participation in the project are critical.
Advantages of the scheme to Japan include nearness, similarities of culture,
and access to rich resources and labor. Japan may also be interested for non-
material reasons. The Japanese army was particularly cruel to the people of
Manchuria, and support of this project could be seen as indirect atonement
and compensation for that behavior.^"^ Nevertheless, for this same reason,
Japan is unlikely to move ahead of the three host countries.

This is not to say that Japan's interest is purely altruistic. The pattern of
Japan's international trade is to produce high value-added commodities by
importing raw materials for manufacturing.^^ Thus, Japan exports high value-
added goods but does not import many manufactured goods, particularly from
developing countries. Japan has been criticized for its tangible trade barriers
such as import restriction and high customs duties and for such intangible bar
riers as inhibiting new entries in public bidding and keeping public investment
low to keep domestic demand abnormally low in order to spur exports.^^
However, the U.S.-Japan Structural Initiatives Group agreed from June 1990
that the Japanese governmentwould target public investment at $3,533billion
inthe period 1990 to 2000.^^ And the Japanese economy has been increasing
its imports of manufactured goods. This increase will create opportunities for
heavy and chemical industries in northeast China, heavy and capital equip
ment in North Korea, and railway and lumber industries in the Russian Far
East. For example, there has already been a sharp increase in cement imports
from North Korea.^^

^Park Sung Sang, "Economic Cooperation between Korea and Northeast China," paper pre
sented at Ch'angch'un 1.
^Far EasternEconomic Review, 8 August 1991, p. 65.
^Comments byHisao Kanamori atCh'angch'un 2.
^Teruji Sakiyama, "Coastal and Trade Development ofJapan across the SeaofJapan," paper pre
sented at Ch'angch'un 1.
2^Ibid.
27lbid.
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Russia

The Russian Far East figures prominently in this scheme as a provider of
resources and as a site for joint ventures. The Primorsky region in particular
has an asymmetrical industrial structure and an insignificant economic pres
ence in Northeast Asia. But the Tumen River scheme could help redress these
imbalances. Indeed, in a world of better relations, China's merchant fleet and
maritime ports might be used to move Russian exports and imports. Russia
has recently recognized the significance of the Asia-Pacific region. And there
is an ongoing structural economic shift from the conversion of military pro
duction to industrial production and an unshackling of labor and productive
activity resulting in the emergence of cooperatives, leased enterprises, and
joint ventures.^^ In Primorsky, new regulations have been promulgated to
attract foreign investment. Grodekovo, the border point opposite Suifenhe, is
to become a free customs zone. Nakhodka has a free trade zone; Vladivostok
has become an open city and has large expectations of investment from Japa
nese trading corporations; and the Khasan area is targeted as a free economic
zone. But will these zones complement or compete? The south Primorsky
region could be developed as a center for tourism, medicine, and the pharma
ceutical industry.The merchant port at Posyet could be converted into a
marina. Golf and hotel facilities could be constructed there. The old military
airportcould be upgraded and used for commercial traffic. A large amountof
fertile land is unused or underutilized at present and could be developed for
agricultural production.

The implementationof a real free market in the area is under way as is the
legal and planning independence ofthe Primorsky region.^^ The main indus
tries of the Russian Far East are marine transport, fishing, marine construc
tion, ship repairing, and shipbuilding. Problems include a poor basic
infrastructure, lack of labor, a poorly developed service sector, and a low level
of technology. These problems might be alleviated in part through the Tumen
River scheme.

Presently, railway transport and seaports are the main base of Russian
"service export" because of the flow of containers on the Japan-Europe route.
Nakhodka and Yostochny are nodal ports in this flow and are being expanded.
These ports are also intended to be the main elements of the Nakhodka and
Vladivostok free economic zones. And Vanino (on the Okhotsk Sea) and Kha
barovsk are to be developed as feeders for the Baikal-Amir Railway (BAM).
It will thus be a second container route.

^Ibid.

Aliev, "The Coastal Development of the Soviet Far East Facing (at) Chinese Borders and
Sea of Japan: Present, Future and Perspectives," paper presented at Ch'angch'un 1.
^^Miller, Holm,and Kelleher, "TumenRiverArea Development."
^^Ibid.; Honolulu Advertiser, 2 November 1991, p. C-4.
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But the Tumen River project would mean a loss of potential cargo for
these ports and of Russia's monopoly over trade with its Far East. Thus the
economic development potential of NakhodkaA^adivostok, Vanino/Komso-
molsk, and the BAM areas would decrease. And capital already invested in
Far East seaports and railroads would decrease in value. Part of this capital
was invested by Japanese firms, and thus the Tumen River project may dis
courage further such investments. A better plan for Russia might be to coordi
nate development of free trade zones in southern Primorsky—Nakhodka and
Vladivostok—^with those in nearby China and North Korea.

Mongolia

Mongolia wants very much to join in the economic integration in North
east Asia in order to help its own economic and political opening. But to trade
with Northeast Asia, it needs access to the sea, access that could be gained via
the Tumen River. The trans-Mongolia railway already links Moscow, Ulaan-
baator, and Beijing, and the eastern Mongolian line could be extended into
northeast China via Yirshi. Mongolia is considering establishing a special eco
nomic zone in eastern Mongolia to attract foreign investment. In particular,
Mongolian mineral resources could be processed there using some of its own
coal to provide the enormous energy required. The Tumen River scheme could
help Mongolia achieve this goal as well.

Some Initial Steps: Background Studies

Studies at many levels are needed before accepting that international
development of a Tumen River port and the entire basin is economically via
ble and desirable.^^ These studies must emphasize the prospective economic
rate of return, not just from the standpoint of possible private investors but
also from that of the countries (and regions of countries) involved. If funds are
sought from the major institutional lenders—^for example, the Asian Develop
ment Bank (ADB) or the World Bank—such studies will become not only
desirable but necessary.

Some entrenched local interests in China, South Korea, and Japan argue
against a shift of development orientation to the Japan Sea. Further, if plans
are not coordinated, the scheme may result in competition—Vladivostok/
Nakhodka versus Hunchun/Fangch'uan versus Najin/Chongin, for instance.
There may even be particular disadvantages of a port at Fangch'uan for North
Korea and Russia. Thus a fundamental question may be If the Tumen River
project is to be justified by its contribution to the development of the North
east Asia region, what exactly would the development of the Tumen River
basin and port facilities contribute to the general gains to be expected from
regional cooperation? In other words, what are the expected marginal gains or

^^Bumham Campbell, former chief economist, theAsian Development Bank, personal communi
cation, 1990.
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net benefits from development of the Tumen River basin as opposed, say, to
the development of other areas or river basins in Northeast Asia or to shipping
through established ports such as Dalian via the Yellow Sea rather than
through the Japan Sea or from cooperation as compared to Russia's and/or
North Korea's going it alone or from a port on the Tumen versus a superhigh
way to a major port in North Korea? How can incentive policies best be coor
dinated to avoid competitive bidding for projects? Is multilateralism
necessary to foster confidence in the stability and continuity of the zone
regime and to attract multilateral institutional funding from, for instance,
UNDP, ADB, and the World Bank? Another set of questions deals with the
bottom line—financing and profits. Where will the enormous capital required
come from? How will profits be derived—^from reduced transportation costs?
opening of borders? tax breaks? Why will the Tumen River valley bloom eco
nomically? How will prices and exchange rates be set?

And when these questions are answered, the issue of the least-cost option
for a Tumen port must be addressed. That means analyzing the infrastructure
requirement of each possibility, including a variety of canal possibilities and
their freeze-over periods, the dredging required, and the choice between con
tainer facilities at the port or transloading to containers elsewhere.

Northeast Asian economies may not complement each other for long.
Studies will also be needed of trade prospects within China, within the region,
and with the world under different scenarios—for example, with and without
the Tumen River basin development; with and without new industrial capital;
and with various combinations of present or new ports, infrastructure, and
removal of cross-border obstacles. And unless the intent is to finance the

whole development internally, the environmental effects of each project con
templated will have to be evaluated and included in estimating its net benefits.
Indeed, environmentalists in Russia already want to turn the Khasan area into
a national park and may oppose the Tumen River scheme and Khasan's role
therein or at least pollution-intensive energy use and industries there. Finally,
the cost of providing for structural adjustment, especially in Jilin and Jilin's
heavy industry—^but also in North Korea—must be considered as develop
ment of the Tumen River basin leads to substitution of production there for
less efficient production elsewhere.

All this information would provide a basis for estimating economic and
social rates of retum on the infrastructure and port projects involved, to be
factored in with the often more important political considerations. An interna
tional team of scholars and businesspeople should be established to coordi
nate research to investigate the feasibility of such regional cooperation,
including institutional arrangements.

Momentum is increasing. The UNDP has announced that China, North
Korea, South Korea, and Mongolia agreed in Pyongyang in October 1991 to
collaborate on the project.^^ A management committee, which first met in
February 1992, will conduct a feasibility study at an estimated cost of US$12
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million. The committee has established three working groups to study institu
tional systems and harmonization of laws; financing; and economic and tech
nological feasibility. In particular the committee will try to define the size,
shape, and grand design of the project; make a detailed technical assessment
of existing facilities and projection of infrastructure needs; and determine
what legal and institutional arrangements in customs and bonding, banking,
insurance and currency, arbitration, and environmental protection would be
necessary. A parallel research and discussion effort is being organized under
the auspices of the nongovernmental Northeast Asia Economic Forum estab
lished in Honolulu just for such purposes. Eventually, a loose association of
province-level officials and their staffs might be established—an Association
of Northeast Asian Provinces (ANEAP). Even if the Tumen River scheme
does not prove feasible at present, the organization could exchange economic
data and explore other possibilities for cooperation and complementarity. First
steps might include agreements on international shipping in the Tumen River,
protection of the riverine environment, and perhaps fishing in the Sea of Japan
and facilitation of international tourism. Just as China and Russia helped
divide the Korean peninsula, they could now help unite it through the Tumen
River project and benefit as well. On a priori grounds it would appear that the
potential for gains from regional cooperation clearly does exist, and such
cooperation could initially be centered on the Tumen River basin.

^^Duliforce, "$30Billion UNScheme"; Kaye, "Hinterland of Hope"; Mark J. Valencia, "Work on
Tumen River Delta Will Benefit States," Straits Times (Singapore), 24 November 1990, p. 16.



13. Prospects for Regional Economic
Cooperation in Northeast Asia:
Republic of Korea's Perspectives

KIM SUNG-HOON

The new detente between East and West that has become conspicuous
since the 1980s, and especially the reconciliation between the then USSR and
China, can be cited as predicting the coming of the Pacific era as forecast by
Arnold Toynbee. Japan's growth as a world economic superpower, the emer
gence of South Korea, Taiwan, Singapore, and Hong Kong as the four Asian
newly industrializing economies (NIEs), and the rapid economic growth of
other Asian countries such as Thailand, Malaysia, and Indonesia have pro
vided the momentum for scholars and economic experts to reevaluate the eco
nomic potential of the Asia-Pacific region.

Because of the new trends in the former Soviet Union and China, which
can be represented by their efforts to convert their long-sustained socialist
economies into free market systems, the need for multinational economic
cooperation has been increasing. In other words, the world has begun bailing
itself out of ideological confrontation and is heading for an era of forms of
cooperation.

A new trend perceived these days is that capitalist countries in the West-
em world are engaged in the work of forming regional economic blocs. These
examples can be seen in the European Economic Community-European Free
Trade Agreement (EEC-EFTA) and in the Association of Southeast Asian
Nations (ASEAN), both of which are bent on promoting regional economic
cooperation. The United States is also engaged in a similar activity in its
efforts to establish "free trade zones" with such countries as Canada and Mex

ico. The Russian Republic as well as the Soviet Union has also shown a posi
tive attitude, ever since Soviet president Mikhael Gorbachev's Vladivostok
speech in September 1986, to participate in Asia-Pacific economic coopera
tion in the capacity of an Asian country. To meet this end, Russia appears to
be more eager to carry out its perestroika (restructuring) and glasnost (open
ness) in Siberia and the Far East region than in other sections of the country.

203
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The changesin the worldeconomic orderhavebeen pressuring the North
east Asian countries to work out new economic policies on their part as well.
Ideological confrontation is now regarded as merely a remnant of the Cold
War era, and these countries have been pursuing the improvement of eco
nomic relations even with old enemies.

For example, South Korea(ROK) no longer remains an ideological rival
of the East. It has already established diplomatic relations with most of the
East Europeancountriessuch as Hungary, Czechoslovakia, Poland, and Yugo
slavia, and with the Soviet Union. The ideological problem cannot be
regarded as completely gone, but South Korea is realizing a substantial
improvement of relations with China and even withNorth Korea (DPRK), its
long-standing rival.

The idea for the formation of a Northeast Asia economic bloc was initi

ated by China in the early 1980s. Some of the economic research institutes
based in Shanghaiand othercities on the east coast of Chinafirst presented an
idea designed to establish the Yellow Sea Economic Zone. This idea later
developed into one favoring a wider economic zone involving Hong Kong,
Taiwan, and Singapore, and then a further expanded one involving the north
east areas of China, the Soviet Union, Japan, and the Korean peninsula.

In 1988, Beijingmade public its suggestion to establish a Northeast Asia
Economic Zone and proposed founding a research center in the province of
Jilin, Manchuria; all concerned nations would participate jointly in the center.

The Soviet Union appeared to favor this idea. In the spring of 1990 it
invited representativesfrom South and North Korea, China, and Japan to par
ticipate in the Vladivostok conference to discuss economic cooperation
among them. This proposal coincided with the idea of forming pan-Pacific
economic cooperationbodies such as the Pacific Economic ConsultativeCon
ference (PECC) and the Asia Pacific Economic Conference (APEC), which
have been loosely organized for a consultative meeting with the leadership of
the United States, Japan, and Australia. It should be noted that South Korea
has been a major partner in both schemes. In other words. South Korea has
been the connection between the continental and the Asian powers. Attention
shouldbe paid to the fact that the idea for forming a Northeast AsiaEconomic
Zone also involves North Korea; thus the formation of such a zone may pro
vide the opportunityfor realizingpeace and stability on the Koreanpeninsula.

Despite China's positive response and considerable progress in terms of
the formation of such regional projects as the Tumen River Triangle Develop
mentProjectunder the UnitedNationsDevelopment Program (UNDP) leader
ship, the DPRK's position remains uncertain. It appears that ideological
problems still linger in North Korea. In this respect, the question of economic
cooperation in Northeast Asia becomes an important one affecting the peace
settlement on the Korean peninsula and the reunification of the two Koreas,
especially under the UN umbrella, since the two countries joined the United
Nations as of September 1991.
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The Fundamental Concept of the Northeast
Asia Economic Zone

The Northeast Asia Economic Zone suggested by China involves three
provinces in Manchuria, Inner Mongolia, Shantung province in China, Rus
sian Siberia, Mongolia, Japan, and South and North Korea. These areas can
serve each other reciprocally by providing each other with necessary
resources and through cooperation among different industrial structures. The
proposed zone comprises 16 million square kilometers where some 300 mil
lion people live. Of these areas, the Manchurian areas and the eastern and
western areas of Siberia have abundant natural resources. The Siberian areas

in particular are endowed with an untrodden treasure house of various
resources, as the United Nations Economic, Social, and Cultural Organization
(UNESCO) so well depicts. Japan has enormous capital and technology
potential while China is endowed with a huge population in addition to abim-
dant resources. South Korea, though it has few natural resources, has grown
to be one of the world's largest trading countries. As is demonstrated in
table 1, the Northeast Asian countries' share in world gross production is 13.3
percent, while they account for 10.8 percent of world trade. Each country
maintains a different economic structure with different strengths and weak
nesses. But the weaknesses can be overcome if the necessary conditions are
implemented through economic cooperation among them. In other words, the
capital and technologies as well as the management techniques of Japan and
South Korea can be interconnected with the cheap labor in North Korea and
China in exploring the abundant resources in Siberian and Manchurian areas
and developing multinational industries there. In this respect, the prospects
for economic cooperation among both Koreas, Japan, Russia, and China can
be cited as bright. In this case, the current pattern of economic cooperation
among South Korea, Japan, and the United States may be applicable. If this
pattern is applied, economic cooperation with China and the former Soviet
Union may take place for the time being in the form of a vertical division of
labor. But in the long run, the vertical division of labor may develop into a
horizontal relationship. It may be unrealistic to assume that the economic
links among the countries in this zone will be promoted to highly intercon
nected ones comparable to those of the European Community countries, but it
is likely that the development of such a economic zone can lead at least to the
establishment of free trade zones in the areas, such as the Tumen River basin
area.

At this point it is useful to look at the trade structure and position of each
country likely to comprise a Northeast Asia Economic Zone. As table 2
shows, trade flows between Northeast Asian countries displayed a dynamic
increase during the 1980s. If one includes Hong Kong and Taiwan in this
regional category, such a dynamism in trade is even more obvious. In this
regard, several points are worth mentioning. As demonstrated in the data, the
Asian NIEs of the region display a high degree of trade dependency on the
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Table 1

Major Economic Indicators of Northeast Asia (1989)

Per

Population capita Total Export Import

(million) GNP GNP ($) (US$100 million)

South Korea 42.4 2,101 4,968 1,239 624 615

North Korea 21.0 233 1,108 48 20 28

Japan 123.1 28,337 23,016 4,860 2,752 2,108

China® 97.9 495 506 81 62 19

Soviet Union'' 7.9 288 3,627 121 55 66

Northeast Asia (A) 292.3 31,454 6,349 3,513 2,836

World (B) 5,155.4 236,142 4,580 58,802 28,990 29,812

A/B(%) 5.7 13.3 10.8 12.1 9.5

SOURCES: Economic Planning Board, Korea DevelopmentInstitute, Japan External Trade Organi
zation(JETRO),and International Monetary Fund(IMF).
^Heilongjian province, Jilin province, Liaoning province
^FarEastern region

United States. Therefore, an increase in interregional trade might eventually
contribute to a reduction in trade dependency on the U.S. market.

The trade volume of North Korea and the former Soviet Union is notably
small. The latter is in the process of economic reform and is encountering cer
tain difficulties in integrating its economy in the regional division of labor.
North Korea, which has pursued an autarkic policy and restricted its trade
relations with even socialist countries, especially the former Soviet Union, is
cautiously opening its door toward capitalist market economies—^while keep
ing, of course, a close watch on what impact this opening has on the stability
of its system. In contrast, China is managing its trade policy with remarkable
success. In fact, the rapid expansion and industrialization of China are
expected to accelerate regional economic integration.

If the plan for the Northeast Asia Economic Zone is realized, the Manchu-
rian areas will provide advantageous conditions for South Korea to promote
trade with China and Russia in that the areas are relatively nearby and that
some two million ethnic Koreans live there. The economic development of the
Manchurian areas has until now been hindered by the Sino-Soviet border dis
pute; but following the recent detente between the two, the opening of the
areas is expected to be expedited. In fact, in 1988 the Beijing government said
it would open the Shantung and Liaotung peninsulas and Heilungjiang prov
ince; in 1989 it added Jilin province to the list. In addition to this opening,
Beijing recently has begun constructing a special economic (free trade) zone
in Hunchun, Yanbian autonomous district for ethnic Koreans, in Jilin province
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Table 2

Trade Flows between Northeast Asian Countries, 1981-89 (US$ million)

Export
froin^^^ South North United

TotalTo Japan Korea China USSR Korea States

Japan
1981 5,640 5,076 3,253 290 38,833 53,092
1989 16,491 8,477 3,069 196 93,954 122,187

South Korea

1981 3,503 NA 21 NA 5,688 9,212

1989 13,489 1,438 208 0 20,987 36,122
China

1981 4,597 NA 117 247 1,506 6,467
1989 8,180 1,550 1,699 362 3,988 15,779

USSR

1981 1,836 8 99 NA 343 2,286
1989 2,718 356 1,768 1,356 713 6,911

North Korea

1981 127 NA 212 NA NA *399

1989 267 20 166 891 NA *1,344
United States

1981 21,823 5,116 3,603 2,432 0 32,974

1989 44,584 13,478 5,807 4,271 0 68,140

Total
1989

31,886 *10,764 *8,990 *5,823 *537 *46,370 *104,370
69,238 *31,895 *17,656 *10,138 *1,914 *119,642 *250,483

SOURCES: International Monetary Fund, Direction of Trade, annual. Figures of Korean trade with
China and the USSR are based upon statistics provided by the Ministry of Commerce and Indus
try, Seoul.
NOTES: Figures of exports from China and the USSR to South Korea were inversely computed
from thestatistics of Korean imports from China andtheSoviet Union. Symbols *indicate data
deficiency, which restricts the comparability of totals between cdifferent years or different coun
tries. Even though the United States does not belong to Northeast Asia, it is included in the trade
matrix for purpose of reference.

downstream of the Tumen River. Beijing is also stressing development of the
port of Dalian, in southern Manchuria, into a special economic zone.

In the meantime Russia recently designated its territory downstream of
the Tumen River as a resources development zone and plans to connect the
area with Nakhodka and Vladivostok. Similarly, at a UNDP meeting in
Ulaanbaator in July 1991, North Korea announced that it was planning to
develop the Woongki (Sonbong) and Najin areas downstream of the Tumen
River into a free economic and trade zone. If all these plans are realized the
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Siberian railways, which are connected with North Korean rails down to Won-
san and Pyongyang, will be also connected with South Korean rails. In other
words, the UNDP idea for the development of the Tumen River free economic
zone also provides both Koreas with various advantages.

Now the grave concern of China and North and South Korea is directed to
the forthcoming Japanese response to an idea not openly proposed yet—blink
ing the proposed free economic zone with the area around the Sea of Japan.

Politico-Economic Relationships among the
Northeast Asia Countries

If the Japanese vision of a Northeast Asia Economic Zone comes true,
Japan will undoubtedly become the largest trading and economic leader. How
ever, tension still lingers in the surrounding countries as a result of the pro
longed distrust created in the past by the Japanese invasion of the region.
Moreover, the trade imbalance between the partners—^which recorded about
US$6 billion deficit per annum on the part of China, for example—has created
another discomfort. Because of the difficulties foreign finished goods have
making inroads into Japan, this trade deficit is yet to be improved. Japan's
economic policies have been bent on protecting its own industries and pre
venting unemployment. Japan's notorious marketing structure is also compli
cated for foreign enterprises to approach. In an effort to seek improved
economic relations with the surrounding countries, Japan has expanded the
scale of loans from the Export-Import Bank to these countries, but it is not
certain whether or not the larger scale will continue.

In 1965 Professor Kojima of Japan proposed a plan for a Pacific Free
Trade Area (PAFTA); in 1968, jointly with a research team in the U.S. Senate
Subcommittee of East Asian-Pacific Affairs, he designed a plan for establish
ing the Organization for Pacific Trade, Aid, and Development (OPTAD). But
the realization of these ideas has been hindered by the differences of the inter
ests of each country in the region and also by criticisms raised by the ASEAN
countries, with special reference to Kojima's so-called flying geese model.

In January 1980, Japanese premier Ohira proposed establishing the Pacific
Economic Consultative Conference. Under his initiative representatives from
concerned countries have held several rounds of meetings.

The above-mentioned proposals by Japan have meant that Japan is less
concerned about the concept of the Sino-Soviet-led economic zone but has
concentrated more on realizing a wider economic zone covering the whole
Pacific region. Some observers tend to interpret the Japanese attitude as
expressing Tokyo's intention to keep its leading influence in the area from
being affected by the expected economic growth of China. At present it is not
clear whether or not Japan regards China as a member of the pan-Pacific eco
nomic camp. Japan has not yet made clear whether it thinks the economic
growth of China would affect its own favorably or unfavorably.
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Japan is refraining from directly investing capital in the former Soviet
Union because of its territorial dispute with that country over four northern
islands. Meanwhile, Japan has recently begun negotiating with North Korea
to discuss establishing diplomatic relations; Tokyo's intentions regarding the
final objective have yet to surface, however.

For all these reasons—and because surrounding countries yet remember
the haunting specter of the so-called Greater East Asia Co-Prosperity Sphere
pursued by the imperialist Japanese until the end of World War II—^the inter
national situation surrounding the Northeast Asian region is still in a state of
uncertainty.

The Chinese concept regarding the Northeast Asia Economic Zone places
particular emphasis on the need to promote economic cooperation with South
Korea, especially in the sector of the division of labor. The proof is that many
Chinese scholars are insisting that the establishment of a Yellow Sea Eco
nomic Zone should be preceded by the realization of the Northeast Asia Eco
nomic Zone.

During a seminar held recently at Chung-Ang University in Seoul, a rep
resentative from the Korea Study Institute of the Jilin Provincial Social Acad
emy stressed the need to promote economic cooperation between China and
South Korea and explained the benefits China expected to obtain from the
cooperation as follows:

First, China intends to induce capital investment from South Korea to
develop its three provinces in the Manchurian areas. South Korea's capital
potential, albeit not excessive, has grown enough to encourage its enterprises
to expand their investments into overseas areas. China has been one target of
this investment, but the results have been meager. Although the Manchurian
areas are endowed with abundant resources, the extraction industries have not

developed enough to meet even local economic demands. Moreover, transpor
tation, communications, and infrastructure are undeveloped. In this respect.
South Korea's skill, built up through its experience in carrying out various
construction projects within the country and abroad in the 1970s, would
greatly contribute to promoting the development projects in the areas. In addi
tion, the introduction into the Manchurian areas of the export-oriented but
labor-intensive industries that are on the decline in South Korea would also

contribute to developing economic construction in those areas, where large
forces of cheap labor are available.

Second, China intends to improve its backward industries as well as man
agement techniques through the introduction of South Korean technology,
facilities, and management skill. It will be easier and quicker for China to
adapt itself to the middle-level South Korean-style industrial structure rather
than to the high-tech structure of such advanced countries as Japan and the
United States. According to Chinese scholars, the values harbored by the
South Koreans regarding humanism, justice, and etiquette coincide with that
of the Chinese people because Korea has been founded on a similar culture.
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namely, Confucianism. Therefore, South Korea's management techniques can
be similarity applied to the Chinese. The Chinese interpretation is that South
Korea has been successful in achieving economic construction in a short time
because the major development activities have been steered by a government-
led economic plan and a market-economy system. It cannot be denied that
South Korea's economic pattern has produced such countereffects as imbal-
anced economic conditions between regions and between large and small
industries as well as the gap between the rich and the poor. Nevertheless, it
can be cited as contributing to the rapid growth of the economy. Consequently,
South Korea's pattern is best suited for China because it still remains under a
centralized economic system.

Third, China-South Korea cooperation would contribute to diversifying
the export markets for both sides. Among China's trade partners are some
countries that demand extraordinarily expensive prices for capital investment
and advanced technologies. These conditions will not help China develop its
own economy; instead, they will only inflict great damage on it. Cooperation
with South Korea, in contrast, will help China's economic development
because South Korea will be focusing on developing a Chinese market for
South Korea products.

The characteristics of the Northeast Asia Economic Zone proposed by
China are that first, it involves capitalist as well as socialist countries—South
Korea, Japan, Russia, China, Mongolia, and North Korea—and second, the
Manchurian areas form the center of the zone not only geographically but also
functionally. For these reasons, materialization of the plans for such economic
cooperation will not depend solely on the economic motives of the coimtries
concerned. In other words, such noneconomic factors as diplomatic relations
and political and security problems have to be considered. In this respect, the
Chinese motives in approaching South Korea can be regarded as being based
on an assumption that Seoul and Pyongyang will be eventually heading for
reconciliation. The proof is that various statements recently released by
Beijing imply that it recognizes the status quo of the Korean peninsula: one
people, two states. Recently Beijing concluded with South Korea an agree
ment to reinforce a function of diplomatic representation in the respective
Trade Offices established in each other's capital in 1990. This development
may lead to formal diplomatic relations in the foreseeable future.

Following the Tiananmen Square incident in Beijing, the Chinese govern
ment appeared to be retreating into its conservative past. But recently it has
made clear that it will continue to pursue open-door policies and to strive to
adapt itself to changes in the world situation. It appears that China intends to
play a leading role in reorganizing the international economic order in the
areas around it.
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Republic of Korea's Perspectives

There are some important considerations for South Korea to take into
account in pressing forward economic cooperation with the northern coun
tries. The settlement of peace over the Korean peninsula and the reunification
of the two Koreas must be imperative prerequisites for any endeavors made in
connection with South Korea's nordpolitik. Currently, it appears that eco
nomic cooperation is being stressed, with the main emphasis being placed on
the exchange of trade items; but those attempts by South Korean enterprises
that aim at exploring bigger projects by Koreans alone should be restrained.
Instead, South Korea should seek joint-venture projects, preferably in the
form of a consortium with other advanced countries, in the areas of resources
development and social overhead capital such as the Siberian projects and the
construction of harbors and roads in the Tumen River basin.

Noteworthy is that various documents published by the Chinese authori
ties in recent years frequently emphasize the Five Principles for Peaceful
Coexistence that were presented by Zhou Enlai in the past. Those documents
in particular emphasize the Principle of Nonaggression. This attitude can be
interpreted as expressing Beijing's strong will to strengthen its independent
position especially in dealing with North Korea and as expressing its intention
to minimize its intervention in other countries' internal or external policies.
At the same time, this emphasis implies that it will be useless for South Korea
to expect that China will completely revise its policies regarding the Korean
peninsula in deviating from its long-standing tilt toward North Korea.

It is reasonable to assume that China's attitude toward South Korea may
gradually change depending on changes in the international situation and in
South-North relations. The current situation is reflected in the admission to

the UN of both Koreas following the improvement of relations between South
Korea and the East European countries including the (then) Soviet Union.
China thus will be able to find a proper pretext for improving relations with
South Korea without harming its traditional ties with North Korea. Improving
relations between China and South Korea it will, in turn, exert a strong influ
ence over North Korea's position in its external policies including the North-
South Korean relations.

North Korea still maintains an orthodox socialist system with a centrally
planned economy. However, mounting economic problems demonstrate that
this autarkic policy can no longer be maintained. Reduction of its oil supply
and economic aid from the former Soviet Union as well as a decrease in the

trade volume with other socialist countries is exerting severe pressure on
North Korea, compelling it to counter these external shocks by opening its
doors to capitalist economies. North Korea's bold approach toward "imperial
ist" Japan is clearly a step to counterbalance South Korea's rapprochement
with North Korea's fellow socialist countries. At the same time, North Korea
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also expectsan expansion of bilateral tradewith Japan and the introduction of
Japanese capital and technologicalexpertise.

This approach appears to coincide with Japan's interest in enhancing its
role in regionalaffairs. In the wake of South Korea's active nordpolitiktoward
regionalsocialistcountriessuch as the former Soviet Union and China,Japan
developed an interest in normalization of relations with North Korea. Japan
has been "cordially" requestedby its traditional partners, South Korea and the
United States, to coordinate its policy toward North Korea with them. If North
Korea accepts supervisionof its nuclear facilities, establishment of diplomatic
relations between Japan and North Korea would be only a matter of time.

All in all, these multidimensional developments in Northeast Asia permit
cautiousoptimism as far as the reductionof tension and economiccooperation
between these countries are concemed.

In this context. South Korea should not be engaged in a too hasty attempt
to promote any direct investment projects to work together with North Korea.
Instead, it should first seek ways to promote friendship and historical-cultural
identities. At the same time it should direct its concerted efforts to working out
practical measures for improving inter-Korean relations.

Likewise, the two countries should not stick to a vague, overly ambitious
concept unlikely of being realized in the near future. Instead, they should
endeavor to expand the scope of cooperation and friendship toward, for exam
ple, improving trade circumstances, promoting direct trade partnerships, and
jointly participating in multilateral projects. Multilateral projects outside the
Korean peninsula may be the first step toward South Korean joint ventures
within North Korea and eventually to joint venture projects by the two else
where. In this respect, the proposed UNDP Tumen River project can serve as a
cornerstone for cooperation and confidence between the two governments.
Once trust is established the two countries wiU find numerous opportunities
for cooperation not only in economic areas but also in social, cultural, and
even political arenas.

Situated as it is at the junction that connects the pan-Pacific area and the
Northeast Asia region. South Korea should not hesitate to cooperate in plans
for a Northeast Asia Economic Zone. Moreover, South Korea's efforts to pro
mote economic relations with either China or the former Soviet Union will

certainly help it seek ways to improve inter-Korean relations with North
Korea as well.

In this endeavor, it is inevitable that memories of the Great East Asia Co-
Prosperity Sphere cause concern about modernJapan's possible economic and
military hegemony. One solution to such fears would be the establishment of
an international bank or mutual fund to handle development and investment in
the region. Such a Northeast Asian Development Bank or Fund should be cap
italized and operated by all the concemed countries in the region as well as
such Westem countries as the United States, Canada, and the EC, which will be
partners in the proposed economic zone.
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Tables

Investment Flows between Northeast Asian Countries, 1985-89

(in US$ million)

Investment in

Overseas

investment South North United

by Year Japan Korea China USSR Korea States Total

1. Japan 1985 — 134 100 0 0 5,395 5,629

1986 — 436 226 1 0 10,165 10,828
1987 — 647 1,226 1 0 14,704 16,578
1988 — 483 296 9 0 21,701 22,489
1989 — 606 438 19 0 32,540 33,603

Total
— 2,306 2,286 30 0 84,505 89,127

2. South 1985 (1.0) — 0.1 0 0 NA *

Korea 1986 2.7 — 1.8 0 0 163.3 168

1987 1.6 — 6.0 0 0 167.7 175

1988 9.5 — 5.4 0 0 201.9 217

1989 12.9 — 12.0 0.5 0 271.2 297

Total *27.7 — 25.3 0.5 0 *804.1 *857

3. United 1985 491 51 357.2 0 0 — 899

States 1986 639 68 314.9 0 0 — 1,022
1987 1,493 190 262.8 0 0 — 1,946
1988 1,259 237 236.0 0 0 — 1,732
1989 1,217 222 284.3 1 0 — 1,724

Total 5,099 768 1,455.2 1 0 — 7,323

Total 1, 1985 *491 185 457 0 0 *5,395 *6,528

2,3 1986 642 504 543 1 0 10,328 12,018
1987 1,495 837 1,495 1 0 14,872 18,699
1988 1,269 720 537 9 0 21,903 24,438
1989 1,230 828 734 21 0 32,811 35,623

Total *5,128 3,074 3,767 32 0 *85,309 *97,307

SOURCES: For Japan's direct investment abroad, see Jetro, Worldand Japan's Direct Investment
Abroad (Tokyo, 1989-91). For Koreandirect investment abroad, see Bank of Korea,Dept. of For
eign Exchange Control, StatisticalAlmanac of Overseas Investment (Seoul: Haeoi Tuja Tongke
Yonbo, 1989-91). For U.S. direct investment abroad, see U.S. Dept. of Commerce,Survey of Cur
rent Business, Aug. 1990, pp. 68-72. Because of data limitations, Chinese data in Zhongguo duiwai
maoyi nianjian (Chinese yearbook of foreign trade) were used to estimate figures of U.S. investment
in China, so actual capital outflowsmay differ from the figures quoted in the Chinesesources.
NOTES: Actual investment flows may differ from the above figures because of (1) different statis
tical definition used by respective countries, (2) different basis of accruing investment outflows
(e.g., approval, arrival, or actual investment), and (3) different computation methods (e.g., invest
ment position differential between two years in case of the United States, total investment out
flows in other countries). The above table may, however, show at least the direction of investment
flow between Northeast Asian countries.

* indicates data deficiency.
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We should not harbor rosy expectations regarding the realization of
the concept for such regional cooperation in the near future; but we should
not be too pessimistic, either. Instead,we should set to work towardrealizing
this idea by buildingthe foundation, step by step, beginning from minorpossi
bilities.
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