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Why North Korea 2013 Is Not
East Germany 1989

John Feffer

Co-director

Foreign Policy in Focus at the Institute for Policy Studies

Introduction

Policy analysts, pundits, and politicians have long predicted that
the North Korean government will go the way of East German Com-
munism. Just as the seemingly impregnable Honecker regime rapidly
disintegrated along with the Berlin Wall in November 1989, the Kim
dynasty in North Korea has been expected to collapse at any minute.
This minute, of course, has lasted for more than two decades.

The latest trend is not simply to predict regime collapse but to pre-
pare for it. As far back as 1999, the United States and South Korea
drafted CONPLAN 5029 as a set of military contingency plans in
the event of political chaos north of the 38th parallel, a conceptual
plan that only became a completed operational plan in 2009." In
2008, the South Korean government altered its defense strategy to
incorporate rapid response brigades, anchored by 2,000 advanced
wheeled armored vehicles that could move quickly to secure cities
and critical infrastructure in case of internal instability in the North.?
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The most recent, and most detailed, set of contingency plans have
been laid out in a recent RAND report authored by Bruce Bennett,
who has advised both the US and South Korean militaries on how to
plan for North Korea’s eventual collapse.’

The North Korean regime might indeed collapse at any moment,
and contingency planning is rarely a bad thing. But certain assump-
tions that carry over from the East European experience of 1989 cloud
the debate on North Korea’s future. They are assumptions about the
“inevitable” trajectory of history, the appropriate strategy for deal-
ing with non-democratic governments, and the kind of contingency
plans that make sense in a tripwire environment. North Korea today
is, for many reasons, not East Germany circa 1989. Still, there are
lessons that can be learned from that time and place and applied to
the current situation on the Korean Peninsula.

North Korea on the Verge of...

Over the last quarter century, North Korea has endured three ma-
jor systemic shocks, any one of which would have spelled the end of
a less hardy regime. The collapse of many Communist governments
in 1989 created a domino effect that nevertheless couldn’t topple the
government in Pyongyang. The death of the founder and only leader
of the country in 1994, which occasioned much speculation about
political turmoil, led to a relatively smooth transition of power to the
son (and then, in 2011, to the grandson). And the wide-scale famine
of the latter half of the 1990s—on the heels of dramatic drops in
agricultural and industrial productions—killed a large portion of the
population but left the ruling elites in place.

Today, by comparison, the situation is relatively quiet in Pyong-
yang. The economy has registered a modest improvement in GDP
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growth. The agricultural yields are slightly up,* and malnutrition is
dramatically down.” China continues to direct considerable invest-
ment eastward and is responsible for the bulk of trade as well. A new
wealthy class has emerged, particularly in Pyongyang, where it takes
advantage of high-end restaurants and stores.® Equally important, the
now well-established markets provide opportunities for those with-
out impeccable political pedigrees to survive and even prosper.

Politically, Kim Jong-un has apparently consolidated his leader-
ship. He has shaken up the ranks of the military and the Party, elevat-
ing people like Choe Ryong-hae to the top of the military’s General
Political Bureau. Rumors of assassination plots and rivalry abound.
But the third leader in North Korean history has acted with the same
ruthlessness as his predecessors in eliminating potential challengers.
The recent execution of his uncle and presumed force behind the
throne Jang Song-thaek, along with a number of his confederates,
suggests that Kim Jong-un’s position is currently unrivalled. Impor-
tantly, the executions did not appear to alter any of the regime’s talk-
ing points—on negotiations with the United States, economic en-
gagement with South Korea, or trade with China.”

The Communist regimes in Eastern Europe collapsed so quickly in
part because the populations there had shed any identification with
the official ideology. In North Korea, Communism remains a rhetori-
cal flourish— much as the word “democratic” in the country’s official
name— but doesn’t shape the government’s programs or the popula-
tion’s affections. The official dogma of juche (roughly, self-reliance)
is too abstract and infinitely pliable a concept to command fealty.
What is left, however, is nationalism, which the Kim dynasty has
deployed in increasing doses to tie the regime’s legitimacy to a puta-
tive 5,000-year-old history, distinguish North Korean “purity” from
South Korea’s “polluted” cosmopolitanism, and offer an illusion of
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security to contrast with the insecurities of globalization.
In short, North Korea—unlike the East European regimes of 1989
—seems to be on the verge of remaining the same, with some minor

variations, for the foreseeable future.
How North Korea Differs

North Korea has not followed the same trajectory as East Germany
because, to state the obvious, the two countries are very different. The
differences in their experiences, however, are worth noting in brief.

The leadership of East Germany was not only geriatric but also
widely perceived by the population as subservient to Moscow. The
same applied to other leaders in the region (with the notable excep-
tions of Romania, Yugoslavia, and Albania, all three of which had
broken to one degree or another from the Soviet Union). Every coun-
try in the region, moreover, possessed a small group of high-profile
dissidents that represented an alternative to the ruling elite—from
the massive Solidarity movement in Poland to the handful of anti-
regime voices in East Germany.

The North Korean leadership, by contrast, prides itself on being
independent from everyone, even from those countries on which it
is dependent (juche being the opposite of sadaejuui or flunkeyism).
The head of state is far from geriatric. There are no public dissidents
in the country. Nor, as the case was in Bulgaria and Yugoslavia, are
there any ethnic divisions. And unlike Romania or East Germany not
to mention Poland, there have been no significant displays of worker
discontent.

Economically, the North Korean system operates at a considerably
lower level than East Germany in 1989. But what drove spikes in
public discontent in Eastern Europe was rising expectations. In the
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1970s, fueled by Western loans, the Communist governments in the
region shifted resources away from heavy industry and toward a more
consumer-oriented economy. It was the inability of the governments
to meet rising demands from consumers (for more goods) and work-
ers (for higher wages) that created legitimation crisis in the 1980s.
North Koreans, by contrast, have endured the collapse of their econ-
omy and not overthrown their leaders. Over the past decade, the
markets have also provided a release valve— offering a wide variety
of consumer items for those with money and an alternative path to
success outside established structures for those willing to take the
entrepreneurial risk. Such markets can satisfy expectations raised as
a result of trips to China or viewings of South Korean TV shows on
illicit DVDs.

There has been a perennial expectation that China will play the
role of the Soviet Union in 1989. From the Rumsfeld memo of 2003
to the more detailed analysis of the recent RAND report, US observ-
ers have expected Beijing to cut loose its putative ally and find com-
mon geopolitical cause with Washington.® In such a scenario, once
the North Korean leaders find themselves as isolated as the East Ger-
man leaders did in 1989, they would crumble just as quickly.

But China is making a different set of calculations than the Soviet
Union did in the late 1980s. It values stability in its “near abroad” as
a precondition for its own preferably double-digit economic growth.
It will not do anything to jeopardize this economic imperative. China
has made important investments in North Korea and views the fu-
ture extractive resources as key inputs for its own growth. But the
negative scenario of regime collapse—and the shock waves it would
have on the regional investment climate—is more important than
the relatively small impact these North Korean investments have on
the Chinese economy. Even if such a drop in investor confidence in
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Northeast Asia were brief, it could still pose a considerable risk to
the Chinese Communist Party’s maintenance of domestic political
stability.

Of course China is frustrated with North Korea—with its nuclear
weapons program, its failure to implement more substantial econom-
ic reform, and its tendency to attract undue attention to the region
with its precipitous actions and rhetoric. Beijing has thus backed UN
sanctions against Pyongyang and will put pressure on the government
to be more amenable to negotiations. But in the end, China treats
North Korea much as the United States treats Israecl—as a difficult,
exasperating, and ultimately irreplaceable ally. The economic and
geopolitical calculations of both countries toward their recalcitrant
allies might change, but probably not anytime soon.

Finally, the United States and its allies have approached North Ko-
rea in a very different way than they approached the Soviet bloc in the
1980s. There are some similarities in the strategies of military contain-
ment in both cases. But containment, particularly in this era of “strategic
patience” toward North Korea, is the only arrow presently in the US
quiver. During the era of US-Soviet confrontation, however, Washington
maintained a variety of strategies for influencing the course of events in
Eastern Europe. On the economic side, the United States engaged in sig-
nificant trade with the Soviet bloc,” and US banks extended substantial
loans to East European countries (USD 230 million in loans to Poland
in the 1970s, for instance)."” Throughout the 1970s, the United States
and its allies engaged in various diplomatic endeavors culminating in the
Helsinki Accords of 1975. And at the geopolitical level, Washington was
constantly on the lookout for ways to drive wedges between Eastern Eu-
rope and the Soviet Union, for instance by reaching out to both Roma-
nia and Yugoslavia when they sought to put distance between themselves
and Moscow.
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So, in sum, North Korea doesnt look at all like East Germany (or
the rest of Eastern Europe) circa 1989 for economic, political, and
ideological reasons. China, with its overemphasis on regional and do-
mestic stability, is playing a different game—on a different playing
field — from the Soviet Union of the late 1980s. And external actors
like the United States have adopted a largely monochromatic policy
towards North Korea in comparison to a much more multicolored
approach to the Soviet bloc during the Cold War.!

Lessons to Learn

The changes in Eastern Europe in 1989, followed by the dissolu-
tion of the Soviet Union in 1991, created a certain expectation that
Communist governments would all inevitably collapse. When the
domino effect largely bypassed Asia, the next expectation was that
Communist governments would have to change substantially—as
in China’s economic reform or Vietnam’s doi moi—or else face col-
lapse. North Korea has neither collapsed nor embarked on significant
reforms. Still it endures.

Since North Korea has proven so different from both its distant
European and close Asian Communist cousins, what possible lessons
can be drawn from the experiences of 19892 The three categories of
relevant experiences pertain to contingency planning, developments
in North Korea, and the influence of regional integration.

In terms of contingency planning, the emphasis has been on mili-
tary preparedness—to secure nuclear material, prevent a humani-
tarian crisis, and reduce the potential civil war or regional conflict."
Within certain parameters, such planning is useful. Although North
Korea doesn’t appear to be near collapse, the unexpected does hap-
pen. And it certainly doesnt make sense to train State Department
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officials or NGO aid workers to find and secure nuclear weapons and
material.

However, the deployment of military personnel, particularly US
soldiers, should be approached with great delicacy. Outright collapse
of regime followed by complete chaos—a scenario that might pro-
duce a consensus in favor of outside military intervention—is only
one possible future for North Korea and not necessarily the most
likely. More probable would be an ambiguous situation in which
some force asserts leadership in Pyongyang, from within the Party or
the military, and only sporadic opposition to the new order emerges."?
Would military intervention in such a situation be beneficial, par-
ticularly in a country so thoroughly imbued with nationalist ideology
and especially given the recent experiences of outside intervention in
Iraq and Afghanistan? The RAND report also slips rather easily from
preparing for contingencies to precipitating those contingencies, for
instance by recommending a covert operation to convince the North
Korean military to turn against the regime.'

The experience of Eastern Europe in 1989 is also valuable here.
Except in a limited sense in Romania in December 1989, the mili-
tary forces aligned with the Communist regimes did not intervene
against growing opposition movements— even though in many cir-
cumstances, it would not have taken that much force to suppress the
demonstrations."” This may well have simply been a matter of luck.
However, if foreign forces had been introduced into the situation—or
even if there had been the threat of such an intervention— the events
of 1989 might have gone very differently. The Soviet Union also may
not have taken such a laissez-faire attitude if NATO forces had been
poised to intervene.

The experience of East Germany after 1989 offers some guidance
in terms of developments inside North Korea. Even today, nearly 25
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years after the fall of the Berlin Wall, former East Germans complain
about their second-class treatment in unified Germany.'® East Ger-
man lawmakers produced a constitution for a democratic East Ger-
many that was ignored; reunification proceeded according to Article
23 (absorption) instead of Article 146 (a new constitution) of the
West German constitution; Treuhand privatization privileged West
German firms."” On the economic side, East Germany was the bene-
ficiary of enormous West German largesse. But east German lander
have still failed to close the gap. Although wages have narrowed con-
siderably, overall household income in the eastern lander remains only
70 percent of that in the western lander, and the unemployment rate
in the east is nearly double that of the west.”® The gaps between the
rest of Eastern Europe and the West are even larger. Finally, the issue
of justice remains foremost in the minds of citizens from the East:
did those who benefited under the previous system unfairly prosper
under the new dispensation as well? "

But perhaps the most important lesson of 1989 has been the im-
portance of regional integration. The countries of Eastern Europe had
an immediate goal after the collapse of Communism: membership in
the European Union. Reforms that might not have ordinarily been
popular were borne for the simple reason that EU accession required
them. Although the initial expectations of Eastern European coun-
tries have not been met— their standards of living have not reached
that of Austria— the promise of regional integration established a set
of political, economic, and social criteria that were negotiable within
certain parameters and not the diktat of one country.

Any effort to apply the experiences of one part of the world to an-
other part should necessarily be modest. Much of this brief, after all,
has been devoted to why North Korea is so different from Eastern Eu-
rope. But as we think about North Korea’s future, it is imperative that
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we not restrict our contingency planning to the military sphere. As in
Eastern Europe in 1989, the emphasis should be not on military but
on diplomatic, humanitarian, and eventually economic responses to
change in North Korea. North Koreans, furthermore, should be at the
center of determining the future of their country rather than simply
being the objects of the foreign policymaking of other countries. The
economic gap between North and South—and the concerns of the
population about justice—should be addressed up front, with clear
benchmarks, and without unrealistic promises.

Finally, it will be important to consider North Korea’s future not
simply in terms of the peninsula but for the region as a whole. Al-
though Northeast Asia is far from the kind of regional cooperation
that existed in Europe prior to 1989, it is never too early to pursue a
regional security model (as proposed, for instance, by China in the
latter stages of the Six Party Talks).

Contingency planning is a useful exercise. But preparing for a
wished-for result should not substitute for policies that could ameli-
orate the current situation. Much as European countries did in the
1970s, alongside the United States and Soviet Union, countries in and
around the Korean Peninsula can and should take actions to make
the transition of the entire Northeast Asian region from its current
Cold War environment as conflict-free as possible.
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The first “commitment period” of the Kyoto Protocol expired at the
end of 2012 and it was agreed that the life of the Kyoto Protocol would
be extended until 2020. The 2011 Durban platform was the first of its
kind to include all countries including China and the United States in
future negotiations to cut greenhouse gas emissions. Future negotiations
will be even tougher and rockier than what we have witnessed so far. In
this study, we have observed in simple diagrams, using the multi-dimen-
sional scaling (MDS) technique, how similarly or differently people of
many different countries responded at the aggregate level to the waves of
surveys carried out by the World Values Survey (WVS) on environmental
issues. Our findings show a wide-ranging view on the environment across
countries. They also show which countries South Korea can partner with
to find a solution to this complex problem. It is observed, by commonal-
ity, that South Korea can regionally cooperate with countries like Thai-
land, Malaysia, Japan, Taiwan, and to a lesser extent with China and Viet-
nam. Countries like the United States, Canada, New Zealand, Sweden,
Norway, and Mexico can be South Koreas non-regional partners.
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Introduction

South Korea adopted green growth as a national development strategy
during the former Lee Myung-bak government. The former President’s
Committee on Green Growth stated, “As a responsible member of
the global village, we have an obligation to work together in order to
fight climate change, and take action to make sustained prosperity
on Earth possible, not only for the current generation, but also for
generations to come.”" As a middle power, South Korea is committed
to playing a bridging role between developed and developing coun-
tries to resolve difficult environmental issues. But it cannot fulfill this
role on its own, and needs to work with other countries that are like-
minded. By measuring how people of different countries responded
to three waves of surveys by the WVS on the environment, regional
and non-regional countries can be identified that South Korea can
partner with on the environment. These countries share greater com-
monality with South Korea and their policymakers, reflecting peo-
ple’s views, are likely to have an affinity with South Korean counter-
parts. This modeling technique based on MDS was first introduced
by Ghez in his research into the Trans-Atlantic Alliance.?

Climate Change: Overview

The economic crisis of 2008 has pushed the problem of global
warming off the list of priorities to be dealt with by the interna-
tional community. The opening up of a sea passage through the
Arctic Ocean would have triggered a lot of anxiety in the past but
instead it has led to a great deal of enthusiasm given the economic
benefits. Surely, we should be more concerned about this develop-
ment. Isn’t this another piece of ominous evidence of global warm-
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ing in progress? According to NASA, 2012 was the ninth warmest
year during the 132-year period on record and the nine warmest
years have all occurred since 1998. A joint effort to tackle global
warming can be traced back to the United Nations Framework
Convention on Climate Change (UNFCCC), which is the first in-
ternational climate treaty. It came into force in 1994 and has 195
signatories since 2011. The Kyoto Protocol was set up in 1997 to
reduce global greenhouse gas by five percent of their 1990 levels by
2012. The countries were divided into developed and developing
countries with only the former, the so-called Annex one coun-
tries, assuming obligations to cut their emissions. The two coun-
tries that mattered most— the United States and China— were
absent from the scene. The United States didn’t take any part in
this and China had no target set to limit its own emissions. With
the ending of the first “commitment period” of the Kyoto Pro-
tocol at the end of 2012 and a series of United Nations Climate
Change Conferences, it was agreed to extend the life of the Kyoto
Protocol to 2020. The 2011 Durban platform was the first of its
kind in that it encompasses all countries, including China, In-
dia, and the United States. The focus is now on developing and
implementing a replacement to the Kyoto Protocol by 2015 and
2020, respectively. The total emissions from countries with Kyoto
targets have significantly reduced, but emissions from developing
countries have increased sharply. The first period of the Kyoto
Protocol failed to curb global greenhouse gas emissions.” Man-
made CO:s has been accumulating since the industrial revolution
and reached 393 PPM (parts per million)* in September 2013. This
is well beyond 350 PPM, considered by scientists to be the safe
level. To follow up on the history and latest developments on glob-
al warming, the UNFCCC is an excellent source of information.’
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The work of John Tyndall shows that CO: is a greenhouse gas that
heats up the Earth, and Wallace Broecker, a renowned climate sci-
entist, has likened the climate system as an angry beast that we are
poking with sticks. Humanity only has limited time, if it is not too late
already, to avert disastrous consequences on a scale never before seen.
Yet, our goal towards a comprehensive agreement to effectively cut
greenhouse gas emissions to the level recommended by scientists has
not been met, and our progress is ever so slow due to many coun-
tries’ conflicting interests. The MDS technique has been instrumen-
tal in our research to shed some light on the situation. It is briefly
described in the next section. Currently, there are datasets available
for five waves of WVS project surveys from 1981 to 2007. Here we
examined waves three to five, which correspond to the period from
1994 to 2007. Approximately 1,000 respondents took part in each
country.

Methodology

The multi-dimensional scaling technique can be used to determine
those countries whose people hold similar values or share commonal-
ity at the aggregate level (i.e., when treating each survey as a whole).
In our research, we have used parts of a full dataset provided by the
WVS on the environment (see the Appendix for the questionnaire).®
First, we take a two-mode, country-by-response matrix for each wave
of surveys as shown in Figure 1.

In order to do a comparison between countries this two-mode ma-
trix must be transformed into a one-mode matrix. Each cell in this
one-mode, country-by-country similarity matrix has number rep-
resenting correlation between two countries. So, for example, how
similar or different responses are between countries four and nine
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Figure 1. Transformation of a Matrix

Two-mode matrix One-mode matrix

Matrix 1: Country * Response Matrix Matrix 2: Country * Country Matrix

Question 1 | Question 2 [ Question 3 Countries

A B ClA B ClA B C 12 3 4 5 6 7 8 9
Country 1 Country 1
Country 2 Country 2
Country 3 Country 3

Country 4 .

Country 5

Country 4

Country 5

Countries
Countries

Country 6 Country 6

Country 7

Country 7
Country 8 Country 8

Source: The Enduring Partnership? RAND

will be represented by correlation in the country-by-country matrix
in the cell shaded in blue. This one-mode matrix is converted into
a diagram using the MDS technique. This diagram shows whether
some countries tend to form a cluster or position themselves close
to each other when the data is considered in aggregate. Clustering or
close proximity means that these countries can potentially become
collaborative partners. Only the distance between any two countries
is meaningful, rather than country locations in the graph relative to
the two axes. To put it simply, one can regard the distance as being
inversely proportional to correlation. So, two highly correlated coun-
tries will appear close to each other, whereas two poorly correlated
countries will appear distant from each other. There will also be a lev-
el of stress associated when displaying the diagram. A study by Stur-
rock and Rocha provides a way of assessing the impact of the stress
accounting for both the number of dimensions (two in our case)
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and the number of objects (countries) represented in the diagram.”
They provide a table with a threshold stress (Th. stress) above which
the probability that the objects are arranged randomly in the plot is
greater than one percent. We have adopted this approach and in all
our cases they are found to be below one percent. Mathematically,
positioning the countries with as little stress as possible is equivalent

to minimizing the target function below:

minz Z((l — corr(X;, X;)) — d(i, )%
ioJ

All analyses including the stress test were done using the UciNet
software.® For a detailed explanation of the methodology, please refer
to the works of Ghez.

Carbon Dioxide Emissions

In global warming, we can broadly split the world into two sets of
countries, developed and developing countries. Developed countries
are mainly responsible for greenhouse gas emissions to date since the
dawn of the industrial revolution, but it is the developing countries
such as China which will play a crucial role in the future. In 2004,
the combined emissions of developing and least developed countries
accounted for about a quarter of cumulative emissions since the mid-
eighteenth century.” But China has already become the largest emitter
of CO: gas in the world. Russia, India, and Brazil with their growing
economies are expected to follow suit. According to data provided
by the US Energy Information Administration (See Figure 2), China
overtook the United States in 2006 as the world’s biggest CO2 emit-
ter and produced 8,715 million metric tons of COz in 2011.%°
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Figure 2. Total CO:z Emissions from the Consumption of Energy by Country
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Figure 3. Per Capita CO: Emissions from the Consumption of Energy by Country
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Please note that a logarithmic scale is used for the y-axis so that
countries considered can all be displayed clearly in Figure 2. The US
and South Korea produced 5,491 and 611 million metric tons of
CO: in the same year, respectively. One can also see that India’s out-
put of 1,726 million metric tons of CO: has surpassed that of Japan,
the third largest economy in the world. Japan’s share of CO: emis-
sions is expected to increase with more fossil-fuel based power plants
replacing the existing nuclear power plants after the Fukushima acci-
dent. Germany has been making efforts to moth-ball all nuclear power
plants, which has pushed up their electricity prices. Although China is
the biggest CO2 emitter in terms of total emissions, Australia, Canada,
and the United States rank among the top five countries in the OECD
in terms of per capita COz emissions (see Figure 3).

Australia and Canada’s economies much depend on exporting raw
materials such as coal to China, which increases per capita CO2 emis-
sions. Unlike the total emissions, China ranks only at a similar level as
that of Malaysia, which is well below Germany or the United King-
dom. South Korea is also responsible for emitting rather high CO:
emissions per capita with each person producing 12.5 metric tons of
COa. This is due to South Korea’s dependence on heavy industries
such as steel, oil refineries, andchemicals. It must curb its own per
capita CO: emissions significantly to improve the country’s credibil-
ity on being serious about protecting the environment.

WVS - Wave 3 (1994-1999)

Questions: B002, B004, B008, B009, B010, BO11, B012, BO13,
B014, BO15, B016, BO17

In this wave, there were questions about whether respondents had
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actually taken a small step to help protect the environment in the
past. For example, on one question about whether respondents had
chosen household products that were better for the environment, 73
percent of South Korean respondents said yes. They also responded
positively to questions on recycling and reducing water consump-
tion. Chinese respondents were roughly split in half on these ques-
tions. The survey took one step further by asking respondents if they
had attended a meeting or contributed to an organization for an
environmental cause. Both countries scored low on these questions.
Nearly 90 percent of Chinese respondents indicated that human-
ity had a bright future compared to South Korea’s less optimistic 66
percent. The majority of South Koreans thought that human beings
should coexist with nature. Brazil had 47 percent of its people choos-
ing “economic growth and creating jobs” over “protecting the envi-
ronment,” which was higher than China’s 29 percent. The majority
of Brazilians, about 95 percent, believed human beings must coexist
with nature, whereas the figure was 59 percent in China. Brazilians,
like Chinese, held a view that environmental problems could be solved
without any international agreements, and they were also observed
to be less willing to take a small step such as choosing household
products that were better for the environment. In India, 63 percent
of respondents chose “economic growth and creating jobs” over “pro-
tecting the environment” and nearly 80 percent indicated that human
beings should coexist with nature.

A mixture of Eastern European and Latin American countries occupies
a mid-to-lower part of the MDS diagram. Among German respondents,
88 percent chose household products that were better for the environ-
ment, but 74 percent held a rather pessimistic view regarding humanity
facing a bleak future. One can see that Western European countries are
positioned towards the right, together with the United States, Australia
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Figure 4. Countries in Wave 3 (stress=23.5%, Th. stress [44 countries]=35.8%)
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and New Zealand. South Korea is in the vicinity of this formation near
Norway, the United States, and Taiwan.

WVS - Wave 4 (1999-2004)
Questions: B001, B002, B003, B008, BO09

In this wave, only five questions were asked to respondents in the
countries shown in Figure 5. From this limited set of questions one
should take care not to draw a firm conclusion. Three questions were
repeated from wave three. We looked at China and found that a 10
percent shift was the largest we observed among the questions that
were repeated, with more Chinese disagreeing with an increase in
taxes to prevent environmental pollution. We could say that the Chi-
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Figure 5. Countries in Wave 4 (stress=23.9%, Th. stress [26 countries]=31.3%)
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nese attitudes did not change much over this time-period as far as
those questions are concerned. China’s overall position changed in
wave four compared to wave three.

More than 90 percent of South Koreans and Japanese believed that
human beings should coexist with nature. Japan’s position in prox-
imity to that of South Korea indicates greater commonality. Among
respondents in the Philippines and Tanzania, 64 percent and 62 per-
cent, respectively, indicated that protecting the environment should
be given priority over economic growth. These figures are very high
for developing countries. For South Africa, 39 percent of its people
strongly agreed that the government should reduce environmental
pollution without costing them any money. The figures were 18 per-
cent for South Korea and five percent for China. Also, 62 percent of
South Africans chose “economic growth and creating jobs™ as the
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top priority over “protecting the environment.” The figures were 36
percent for South Korea and 32 percent for China. Most European
countries were not included in this wave of the survey.

WVS - Wave 5 (2005-2007)

Questions: B001, B002, B003, B008, B018, BO19, B020, B021,
B022, B023

In this most recent wave, 10 questions out of 20 were retained so
that direct comparisons could be made between the countries within
the same wave. This was necessary because in some countries certain
questions were not administered. Once again, a new set of questions

was included in this latest survey. There were three questions about

Figure 6. Countries in Wave 5 (stress=20.7%, Th. stress [47 countries]=36.3%)
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environmental problems in a respondent’s own community such as
water, air quality, sewage, and sanitation. Another three questions
considered large-scale environmental problems such as global warm-
ing, loss of biodiversity, and water pollution.

For those questions where direct comparisons could be made with
the earlier wave four, South Koreans had further moved away from
choosing “protecting the environment” in favor of “economic growth
and creating jobs” by as much as an extra 16 percent. In wave three,
carried out in 1996, the percentage of people who chose “protect-
ing the environment” was at 70 percent but it was nearly halved to
36 percent in 2005. It must have been difficult for South Koreans
to think of environmental issues before economic growth as making
one’s living became increasingly difficult in the aftermath of the IMF-
South Korea bailout in 1997. Among the questions that were repeat-
ed from wave four, there wasn't a noticeable shift in Chinese people’s
views. For the questions concerning the environmental problems in
one’s own community, many South Koreans made a choice between
“somewhat serious” and “not very serious” whereas, for many Chi-
nese people, the choice was between “not very serious” and “not seri-
ous at all.” This is a little surprising considering all of the pollution
problems facing China.

Let us consider Sweden. The country consistently ranked near the
top, if not at the top, for providing clean water, good air quality, and
proper sewage and sanitation. Swedish people cared about the envi-
ronmental problems in the world, such as global warming, loss of
diversity, and pollution of rivers, with more than 90 percent choosing
either “very serious” or “somewhat serious.” For developed countries
like the United States and Australia, the environmental problems fac-
ing a respondent’s own community were observed to be high with
30-40 percent choosing the option “very serious.” The US govern-
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ment must take this on board before taking full advantage of shale
gas exploration. In Africa, we find Egyptians did not like the idea of
increasing taxes to prevent environmental pollution, and yet believed
the government should reduce environmental pollution without
costing them any money. Over 90 percent of Egyptian respondents
thought that the environmental problems in their community were
very serious. It seems that the Egyptian government found itself with
a difficult task of resolving environmental problems without costing
taxpayers too much. There appears to be a cluster on the left con-
sisting of countries from East Europe, Africa, the Middle East, and
Latin America. For this particular wave, South Korea shared greater
commonality with countries in its region. Taiwan is again very close
to South Korea.

Conclusion

Global warming is humanity’s greatest threat. The Stern Review
on the Economics of Climate Change lists possible impacts climate
change could have on people around the world."" An average global
temperature rise of two-to-three degrees Celsius will lead to serious
consequences such as declining crop yields and rising sea levels. Hun-
dreds of millions of people will face difficulty producing or purchas-
ing sufficient food in Africa. Some countries in South East Asia like
Bangladesh, Vietnam, and large coastal cities such as Tokyo, Shang-
hai, Hong Kong, Mumbai, New York, Miami, and London will need
to strengthen their coastal protection. Melting glaciers during dry-
season will reduce water supplies to one-sixth of the world’s popula-
tion in the Indian subcontinent, parts of China, and the Andes in
South America.

Figures 4-6 provide us with snapshots of how difficult it would
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be for all countries in the world to commit themselves to cutting
greenhouse gas emissions under a legally binding treaty. They show a
wide range of opinions in people’s views regarding the environment
across many countries. However, it is observed that Western Euro-
pean countries, New Zealand and Australia, Canada and, to some
extent, the United States were in each other’s vicinity. Recall that
the United States, Canada, and Australia, three countries with high
per capita CO: emissions, are observed to be near each other in all
three waves. Some ASEAN countries and perhaps Japan responded
similarly in some surveys. Countries grouped broadly by region can
potentially cooperate in future negotiations. These can perhaps act as
initial building blocks if all the countries in the world cannot come to
comprehensive international agreements. A piecemeal type approach
could be adopted towards the ultimate goal of achieving these in-
ternational agreements if all else leads to impasse. It is interesting to
note that Bueno de Mesquita, a renowned game theorist, paints a
pessimistic picture on the likelihood of curbing CO: emissions at the
expense of sacrificing economic growth."

South Koreans’ responses are found to be similar to those in the
West when it comes to its people taking a small step to saving the
environment. However, the recent wave five shows that we also share
much commonality with many countries in this region in our atti-
tudes toward environmental issues. On the one hand, most devel-
oped countries such as Sweden and Norway portray a view that their
country’s environmental problems cannot be solved without any in-
ternational agreements but, on the other hand, developing countries
such as China and Brazil think they can solve their own environmen-
tal problems without any international agreements.

South Korea, as a middle power, is perfectly suited to act as an
intermediary between developed and developing countries. In 2012,
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the South Korean government, the first in Asia, introduced a law,
the Act on the Allocation and Trading of Greenhouse Gas Emission
Permits, establishing a cap-and-trade system for emissions. It aims to
reduce greenhouse gas emissions by 30 percent by 2020, which will
enter into force in 2015. Also, Songdo, Incheon in South Korea be-
came the host city of the Green Climate Fund (GCF) in 2012." The
GCF must first have sufficient funds to meet its obligations. There
will be a tug of war between developed and developing countries
on who will contribute the funds and how the funds are to be used.
Developed countries must not renege on their financial pledges and
developing countries must be able to provide evidence that the funds
are properly applied. Sir David King, former UK Chief Scientific Ad-
visor, discusses ways money can be channeled from developed coun-
tries to developing countries for mutual benefit, and also explains
their pros and cons.'* Finally, the Global Green Growth Institute was
established in Seoul to help countries around the world adopt green
growth strategies."”

To quote the IPCC’s Fourth Assessment Report, “all of Asia is very
likely to warm during this century, the warming is likely to be well
above the global mean in central Asia, the Tibetan Plateau and north-
ern Asia, above the global mean in East and South Asia, and similar
to the global mean in Southeast Asia. It is very likely that summer
heat waves/hot spells in East Asia will be of longer duration, more
intense, and more frequent...”" This region is predicted to be hit
harder by global warming, as already witnessed by the super-typhoon
that hit the Philippines, and needs a coordinated approach. To this
end, South Korea can work together with regional partners such as
Thailand, Malaysia, Japan, Taiwan, and also perhaps, to a lesser ex-
tent, China and Vietnam. It is imperative that South Korea, Japan,
and China address China’s growing smog problem as it is expected to
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get worse and become more frequent. The problem is already reach-
ing a crisis level in mainland China. Developed countries like the Unit-
ed States, Canada, New Zealand, Sweden, and Norway can be our
non-regional partners. Mexico is another middle power South Korea
can collaborate with. Countries such as the United Kingdom and
Denmark that were left out from the surveys can be included in this
group of non-regional partners.'” These findings strengthen the case
for South Korea to act as the responsible intermediary bridging the
gap between developed and developing countries on environmental
issues.

« I would like to thank Dr. Federico Gallo at Believe Green organization in Chi-

cago and Professor Jeremy Ghez at HEC, Paris for providing useful comments.
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Appendix (* is only included in wave 2)

B001. Would give part of my income for the environment:

1: Strongly agree, 2: Agree, 3: Disagree, 4: Strongly disagree

B002. Agree to an Increase in taxes if used to prevent environmental pollution

1: Strongly agree, 2: Agree, 3: Disagree, 4: Strongly disagree

B003. Government should reduce environmental pollution, but it should not cost me any money
1: Strongly agree, 2: Agree, 3: Disagree, 4: Strongly disagree

B004. I would buy things at a 20% higher price if it helped to protect the environment

1: Strongly agree, 2: Agree, 3: Disagree, 4: Strongly disagree

B005. All talk about the environment make people anxious *

1: Strongly agree, 2: Agree, 3: Disagree, 4: Strongly disagree

B006. If we want to combat unemployment in this country, we shall just have to accept environ-
mental problems *

1: Strongly agree, 2: Agree, 3: Disagree, 4: Strongly disagree

B007. Protecting environment and fighting pollution is less urgent than suggested *

1: Strongly agree, 2: Agree, 3: Disagree, 4: Strongly disagree

B008. Which one comes closer to your own point of view?

1: Protecting environment, 2. Economy growth and creating jobs, 3. Other answer

B009. Which one comes closer to your own point of view?

1: Human beings should master nature, 2. Human beings should coexist with nature

3: Both, 4: Neither, 5: Other answer

B010. [COUNTRY]’s environmental problems can be solved without any international agree-
ments to handle them.

1: Strongly agree, 2: Agree, 3: Disagree, 4: Strongly disagree

Which, if any, of these things have you done in the last 12 months, out of concern for the envi-
ronment? Have you decided for environmental reasons to reuse or recycle something rather than
throw it away? (B011-B015)

B011: Have you chosen household products that you think are better for the environment?

0: Have not, 1: Have done

B012. Have you decided for environmental reasons to reuse or recycle something rather than
throw it away?

0: Have not, 1: Have done

B013. Have you tried to reduce water consumption for environmental reasons?

0: Have not, 1: Have done

B014. Have you attended a meeting or signed a letter or petition aimed at protecting the envi-
ronment?

0: Have not, 1: Have done
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B015. Have you contributed to an environmental organization?

0: Have not, 1: Have done

B016. Which one should we emphasize more?

1: Tradition, 2: High economic growth, 3: Both, 4: Neither, 5: Other

B017. Which one comes closest to your own views?

1: Humanity has a bright future, 2: Humanity has a bleak future, 3: Both, 4: Neither, 5: Other
B018. Environmental problems in your community: Poor water quality.

1: Very serious, 2: Somewhat serious, 3: Not very serious, 4: Not serious at all

B019. Environmental problems in your community: Poor air quality.

1: Very serious, 2: Somewhat serious, 3: Not very serious, 4: Not serious at all

B020. Environmental problems in your community: Poor sewage and sanitation

1: Very serious, 2: Somewhat serious, 3: Not very serious, 4: Not serious at all

B021. Environmental problems in the world: Global warming or the greenhouse effect.

1: Very serious, 2: Somewhat serious, 3: Not very serious, 4: Not serious at all

B022. Environmental problems in the world: Loss of plant or animal species or biodiversity.
1: Very serious, 2: Somewhat serious, 3: Not very serious, 4: Not serious at all

B023. Environmental problems in the world: Pollution of rivers, lakes and oceans.

1: Very serious, 2: Somewhat serious, 3: Not very serious, 4: Not serious at all
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Assessment of North Korea’s

Latest ICBM Mock-Up'

Markus Schiller Scientist, Schmucker Technologie
Robert H. Schmucker Principal, Schmucker Technologie
J. James Kim Research Fellow, The Asan Institute for Policy Studies

Amid much controversy over the successful Unha-3 launch in De-
cember 2012 and the third nuclear test in February 2013, North
Korea decides to roll out a mock-up of its new flagship missiles dur-
ing the July 2013 parade commemorating the 65® anniversary of
the armistice. Setting aside the question of North Korea’s ability to

miniaturize and arm a nuclear tipped warhead, we provide an assess-

Figure 1. North Korean ICBM at Parades in April 2012 (left) and in July 2013 (right)
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Source: http://pollack.armscontrolwonk.com/archive/3932/north-koreas-icbm-unveiled (Left), http://www.de-
fensenews.com/article/20131105/DEFREG03/311050015 (Right).



46 | ISSUE BRIEF 2014-03

ment of North Koreas long range delivery capability based on the
high definition images taken from the parade. We then consider why
North Korea continues to exhibit a flawed mock-up of the intercon-
tinental ballistic missiles and suggest some policy implications that
can be derived from our finding.

What We (Don’t) Know

More than 1.5 years after its public roll-out in the April 2012 pa-
rade, the debate about the North Korean road-mobile ICBM contin-
ues. There is still no proof either way wheth-er this missile, referred to
as the KN-08 or Hwasong 13, is real or not.

Instead of ending the debate once and for all by publishing video
footage of a static test, or even flight testing the KN-08, North Korea
remains very tight-lipped about its new flagship missile. This policy
of opacity however is in line with North Korea’s latest addition to
its missile arsenal, the so-called Musudan: even though declared as
operational and allegedly deployed for years, there is still no direct
proof of its existence— for the public, only mock-ups at parades hint
at this mystery missile. So far, the same is true for the KN-08.

Of course, we do not mean to downplay the threat that the North
Korean military poses on its immediate neighbors. While North Korea
fields an aging force with Cold War legacy hardwares, they maintain
a large forward deployed presence with an evolving nuclear program
and a sizable ballistic missile capability.” However, as our assessment
will show, there is reason to question the extent to which their latest
display of the KN-08 mock-up suggests any hints of significant devel-
opment in their missile program.

We begin our discussion by considering few events over the last
1.5 years that may be related to the North Korean ICBM program,
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including the successful Unha-3 satellite launch, the third nuclear test
in North Korea, and reports of five static engine tests in 2013.

Unha-3 (December 2012)

It is generally assumed that the KN-08 is based on Soviet liquid
rocket technology, either the well-known Scud technology or the
more advanced R-27/SS-N-6 technology.’ The Unha satellite launch-
er definitely relies on Scud technology in its first stage, and most
likely also in its second stage. The open source knowledge about the
third stage is too limited to allow for a credible statement. The Mu-
sudan missile looks like a modified R-27, but as mentioned above,
there is no direct proof that the Musudan is real, and no flight tests
have yet been observed.

With that, North Korea so far has only demonstrated that it mas-
tered the Scud technology. In light of the lengthy Unha development
program (more than 20 years until first successful flight in 2012), it
seems doubtful if mastering the more advanced R-27 technology would
take less time. Since the R-27 technology also offers more perfor-
mance than Scud technology, it also seems strange that North Korea
would spend serious efforts on the Scud technology for their satellite
launcher, and in parallel smoothly apply R-27 tech on its ICBM pro-
ject, without any spill-over effects to the Unha.

Nuclear Test (February 2013)

The 2013 nuclear test is sometimes linked to advances in warhead
miniaturization, which would make sense for an ICBM, but it seems
that there is no evidence underlining this hypothesis except for the
postulated existence of the KN-08 itself. This makes a good example
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for circular reasoning: the North Koreans apparently miniaturize nu-
clear warheads because of the ICBM program, and the ICBM pro-

gram exists because they are miniaturizing nuclear warheads.
Static Engine Tests (2013)

The reports of five static engine tests at the western launch site over
the year 2013 might be seen as an indication for an advancing KN-08
program, but these tests could just as well involve firings of the Unha’s
first or second stage, or simple Nodong or Scud engine tests. For a
serious engine development program, five firings over the course of
almost one year is definitely way too low. (Just as a comparison: The
qualification program alone for Space X’s Merlin 1D engine— the
fourth revision of its Merlin 1 engine— included 28 test firings until
March 2013.)

This only leaves the July 2013 parade as a possible hint to the KN-
08 program.

ICBMs at the Parade (July 2013)

In a recent article,* Jeffrey Lewis and John Schilling argue that the
increase of quality in the KN-08 mock-ups—observed in the July
2013 parade—indicates steady progress in an advancing develop-
ment program.

Observers tend to forget that the one of the reasons for a military
parade is to show something to the public (domestic and external).
This means that a parade always is a show of force, intended to trans-
mit a message. It is also a perfect setting for spreading disinformation.

In this context, it should be mentioned that, since the early days
of the Cold War, only mock-ups of missiles have been presented at
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parades, no matter if the displayed missile type is operational and
deployed, or if it only exists on the drawing board.” Missiles are space
technology, they are extremely expensive pieces of hardware, and they
are assets that every country has limited access to. No one risks dam-
aging these precious assets by driving them hundreds of kilometers
through the country just to show them to an audience that usually
has no clue about missiles, except perhaps for a handful of rocket sci-
entists like us. There are other reasons, too. Armed forces are always
obsessed with secrecy, and not showing the real missile gives you the
option of keeping some secret. This allows the military to conceal the
true status of a program, regardless of its stage of advancement.
Considering this, one might argue that the presented mock-ups of
the KN-08 are in line with a course of deception that is intended not
to reveal too many details of the real missile due to secrecy, therefore
using mock-ups that differ from each other, and also deliberately in-
corporating small “mistakes” into these mock-ups to confuse analysts.
However, several details visible on every KN-08 mock-up indicate
that the designers had only limited experience on how a real missile
works and how it is operated, and therefore how it should look like.
One minor example is the size of the first stage engine compart-
ment. The rows of rivets only reach into the missile body for about
half a meter or less, showing the maximum length of the engine com-
partment (see Figure 2). Engines capable of powering such a rocket
would require at least three times that length. For the displayed de-
signs, this requires the engines to be submerged in the tank. While
this configuration is used for Soviet liquid-fueled submarine missiles
since the 1960s (starting with the R-27/SS-N-6 which is said to be
available in North Korea), there simply is no point in using this tech-
nology for the displayed KIN-08 because length is not an issue for a
land-based launch. Submerged engines were used to reduce a missile’s
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Figure 2. First Stage Engine Compartment of the KN-08/Hwasong 13

engine, tank

Source: http://lewis.armscontrolwonk.com/archive/6715/dprk-armistice-parade.

length, an issue important enough for submarine missiles to trade
against the much higher complexity, and with it, the increased risk
of failure. The KN-08, however, is almost 2 meters short of the vehi-
cle length.® Only Western spaceflight engineers sometimes choose a
more complex and costly path when there are other options available;
the Unha design clearly tells us that the North Korean engineers are
not.

Aware of this, Lewis and Schilling assume that the most likely KN-
08 configuration uses a cluster of two Nodong engines for the first
stage—a reasonable option. In that case, however, the mock-ups are
plainly wrong. The Nodong engine is not designed as a submerged
engine, and no one quickly develops a new submerged engine with
only a handful of static tests, especially if he still relies on Nodong
engines in his space launcher. Therefore, the KN-08 should feature a
large engine compartment.

This is only one of many more examples where the mock-ups don't
make much sense, and some of the others are even more convincing,.
While these details should not be discussed here—for every North
Korean to read and do better next time—they are too numerous to
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credit the design team with clever deception. They look much more
like accidental mistakes.

The poor design approach is even more confusing in light of the
common hypothesis of North Korea as a nation as missile geniuses—a
country that allegedly reverse engineered the Scud B, advanced it to the
Scud C and on to the Scud D, derived the Nodong from the Scud B,
designed, built and launched the Taepodong I and the Unha space
launchers, built the indigenous KN-02 copy of the Russian SS-21/
Tochka, and adapted R-27/SS-N-6 technology for the Musudan mis-
sile. It seems implausible that they would not know how to make an
ICBM mock-up look like a real rocket, even when the design is in its
early stage.

A seasoned missile engineer should have no problem to producing
a basic missile design within a few weeks (designing a missile is the
easiest part of a missile program — turning the design into reality is
what a missile program is all about!). Details will change during the
development process, but the first baseline design should be consist-
ent in itself. The presented KN-08 mock-ups are not, neither those
from April 2012, nor those from July 2013.

There are several explanations that come into mind.

* The mock-up team may be different than the real design
team. In that case, the mock-up design is detached from the
real rocket design, and thus worthless for assessment, especially
if experts try to derive technical details from the mock-up de-
sign.

* Lewis and Schilling argue that the designers are “learning by
doing”, that the mock-ups are closely linked to the design pro-
cess. If true, however, this means that the missile design team
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has no clue about what it is doing. This can only be the case if
the team has had no prior experience with real missile design.
In this case, one has to wonder why North Korea would set an
inexperienced team in charge of its most important strategic
asset— it is no secret that the probability of success for an in-
experienced team developing a real ICBM from scratch is zero.

It is also unlikely that the design team would produce six several
widely identical mock-ups before April 2012, and then again sev-
eral more mock-ups with higher details before July 2013. It is more
likely that the displayed mock-ups were produced exactly for that
purpose— to show them at a parade.

On a somewhat related note, it also seems strange that a nation
that quickly develops a road-mobile ICBM is not capable of quickly
producing an adequate ski lift for its leader’s pet project, the prestigious
Masik Ski Resort.

In light of all these considerations, the increased quality of the July
2013 mock-ups looks more like a simple response to the worldwide
amusement about the poor April 2012 display.

The Logic Behind Smokes and Mirrors

To be clear, we established one fact in the above discussion—we
simply do not know whether North Korea, in fact, possesses the mis-
sile capability that it claims. Even when North Korea seems willing
to showecase its capability with these mock-up parades, we only have
clues that give us a probabilistic sense as to whether North Korea in
fact possesses these capabilities. What we know from our assessment
of the mock-ups at the recent parade is that there is more evidence
in support of the /ikelihood that North Korea does not possess these
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capabilities. But we are only talking about this issue in probabilistic
terms— not with any certainty. So what else can we say if anything
at all about these parades and poor mock ups?

Where data is lacking, theory reigns. Game theoretic understand-
ing of strategic interaction and signaling provides an explanation as
to why a weaker player (in this case, North Korea) would choose de-
ception and opacity to deter possible attacks by a stronger opponent
(such as South Korea, US and/or Japan).” By revealing mixed sig-
nals about the readiness of its missile program, North Korea can make
a stronger opponent indifferent between choosing to attack or not
(thereby reducing the likelihood that the opponent would attack);
similarly, a stronger opponent’s probability of attacking could be just
enough that North Korea would be indifferent between developing a
strong defense capability or not. In short, there is a strong rationale for
why North Korea (if it did not possess these capabilities) would choose
to keep its foes guessing— which is exactly what they are doing.

Of course, if the likelihood that North Korea possesses a work-
ing ICBM is sufficiently high (e.g. a successful flight testing, for in-
stance), then the weapons they are parading around would, in fact,
be the mock-up of the real thing or the real thing itself. But as our
discussion above suggests, we haven’t seen enough evidence to sug-
gest that this is the case. So then why go through the trouble of show-
ing the world these mock-ups? Strategic logic suggests that this is the
next best strategy short of actually possessing the capability itself. Let’s
be clear, we never claimed with certainty that North Korea does (not)
possess these capabilities— instead, what we argue is that it is highly
questionable that they do given the evidence that we have. One thing
we know for certain about North Korea’s ICBM is that we simply do
not know enough, which also seems to be the case for other matters
having to do with this mysterious country.® And we have also de-



54 | ISSUE BRIEF 2014-03

scribed the strategic rationale for choosing to display these mock ups
even if these capabilities did not exist.

So What?

Based on what little evidence we can gather, we've reasoned out
why we think North Korea does not possess a working ICBM ca-
pable of delivering a payload to areas beyond the 3,400 mile radius.
What this also suggests is that there is time—on both sides of the
fence: North Korea has the time to develop its long range missile capa-
bility or deter its enemies from considering a preemptive strike; and
the allies (i.e. the US, South Korea, and Japan) have the time to find a
way to deter North Korea from developing the long range missile capa-
bility or consider a preemptive attack. Of these two options, preemp-
tion should likely be ruled out given that North Korea already poses
a serious threat to its immediate neighbors and a preemptive attack
on North Korea would mean a full-scale regional conflict which will
result in significant losses for South Korea and Japan.’

This leaves us with deterrence. In addition to the Combined Forces
Command (CFC) and military presence in South Korea, the US and
ROK signed a pact on deterrence in October 2013 which reportedly
includes a call for preemptive strikes against North Korea if there is an
indication that DPRK is preparing a nuclear attack. However, mak-
ing the correct a priori judgment as to whether North Korea is actually
staging a nuclear attack will be difficult if not impossible. There are
other options, such as maintaining a readiness posture that does not
“increase or undercut deterrence in the eyes of the North Koreans.”*
As suggested by Michael McDevitt, concrete steps that the allies can
undertake in this regard include: 1) delaying OPCON transfer, 2)
exempting CFC from the notion of strategic flexibility (thereby com-
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mitting the USFK to the peninsula), 3) developing a tactical solution
for conventional strike against Seoul, and/or 4) firm declaratory state-
ments to signal the alliance’s resolve against nuclear North Korea.

Given that the threat is likely to be in the form of an ICBM, how-
ever, the US and its allies might also consider further emboldening
their missile defense (MD). If North Korea eventually succeeds in
developing a working ICBM somewhere down the line, the tables
would have turned for the allies. Instead of posturing for readiness
against a nuclear North Korea that threatens its neighbors and there-
by solely necessitating a theater-based conflict, the US may want to
consider deployment of MD interceptors closer to the threat given
that North Korea’s intention of developing a working ICBM has been
made through the display of these mock ups. This move, however,
requires South Korea to become an active participant in the regional
antimissile framework led by the US. At the moment, South Korea
maintains its own missile defense system (i.e. Korea Air and Missile
Defense— KAMD) against threats in the terminal range. By partici-
pating in the US-led Ballistic Missile Defense System (BMDS), the
allies would be able to place various midcourse defense and sensor
segments to handle threats more effectively. Early warning capability
that includes networked sensors (e.g. sea-based X-Band Radar and
early warning radar) along with a chain of mid and long range inter-
ceptors would provide an integrated and layered defense to better
handle ballistic missiles of all ranges.

Conclusions
By unveiling the ICBM at the public parade, North Korea tried

to impress the world with the mock-up of a high-end product that
would be challenging even for seasoned Russian and US missile de-
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signers, featuring extreme lightweight design (required for an ICBM
that small), submerged engines, and even something that is probably
intended to look like a complex post-boost-system against missile de-
fense. However, evidence suggests that they missed some important
details.

It is important to point out that a KN-08 missile could be under
development nonetheless. If the North Korean regime decides to de-
velop a road-mobile ICBM, it is reasonable to assume that their engi-
neers would not dare deny this wish, and start a “program”, no matter
how futile their efforts might be. Therefore, the possibility should not
be dismissed that the point of this “program” is not only to fool the
US and its allies, but also—to a certain degree— the North Korean
leadership. What this means, of course, is that there is still time till
North Korea actually possesses this capability.

As Lewis and Schilling state, the simplest explanation is usually the
right one. However, it is difficult to see how building a road-mobile
ICBM to threaten the continental US without a reliable test program
(and only with a proven track record of a two-decades-spanning de-
velopment effort for a rudimentary satellite launcher made of existing
components) is the simplest explanation. Trying to impress the world
with simple means to stabilize their regime and avoid external inter-
vention seems like an equally simple if not a simpler explanation. So
far, success proves them right.
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Counting Informed Public:
Case of Spending and Taxation in Korea'

J. James Kim, Kim Jiyoon
Research Fellow

The Asan Institute for Policy Studies

“We need to think about the meaning of genuine communication. ...”
President Park Geun-hye*

Domestic appraisal of President Park Geun-hye’s first year has
largely focused on her ability to engage and communicate with the
general public.’ In fact, the “meaning of genuine communication”
has become so central to her administration’s policy that she an-
nounced an initiative to disclose more information (i.e. 100 million
government document files) than ever before only four months into
her presidency. The scale and scope of this undertaking, also referred
to as “Gov 3.0, is certainly ambitious; however, the key to the success
of this policy rests on the administration’s ability to translate complex
bureaucracy speak to average voter language. This is perhaps nowhere
better illustrated than in the area of fiscal policymaking,.

The Korean National Assembly began the New Year with the
approval of a budget for 2014 amounting to KRW355.8 trillion,
which is KRW1.9 trillion lower than the amount requested by the
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administration yet 2 percent higher than that of the previous year.
While leading economic forecasts suggest greener outlook for the Ko-
rean economy in 2014-2015 with projected growth at about 3.4-3.8
percent (up from 2.4-2.8 percent for 2013), an expected rise in the
deficit for the coming year at about 2 percent of GDP coupled with
mounting private and public debt have somewhat hindered President
Park Geun-hye’s ability to deliver on her promise of expanded social
welfare (+KRW130 trillion or US$121 billion) without introduction
of new taxes.* Cracks are already beginning to show in the adminis-
tration’s fiscal plan with the recent passage of the Tax Revision Act of
2013, which seeks to impose a heavier burden on the high income
earners (more than KRW70 million per year) and large corporations.

The administration could have softened the blow from the disap-
pointment of a broken campaign promise with effective communi-
cation and better information sharing. We base this claim on our
most recent poll results,” which show that the general Korean public,
similar to that of other advanced democracies (i.e. the US, Australia,
Europe), tends to prefer a combination of higher spending and lower
tax. The evidence also suggests that this orientation is driven in part
by the perceived underestimation of gains from government services
as well as a lack of adequate understanding about the cost that the
government incurs in providing these goods. Better informed public
would not only have better coped with the fiscal realities but even
hinted a more optimal spending priority for the coming year.

Survey Says
General wisdom about government taxation and spending is that

the public always prefers more for less if and when they are asked to
voice their opinion.® Korea is not an exception to this rule. Our most
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recent survey, for instance, shows that an overwhelming majority of
the respondents (84.5%) see their individual tax burden as being ex-
cessive or just about right with more than half of this group (45.1%)
thinking that it is excessive (See Figure 1). Those in their peak earn-
ing years (30s and 40s) are most likely to say that their tax rate is high
(56%). Women are also more likely than men to perceive a higher
tax burden. We also found some interesting disparities across differ-
ent regions. For instance, people residing in Inchon/Kyung-Gi-Do

Figure 1. Korean Public Attitude on Taxation (%)

What do you think about the amount of tax you pay?

Too Low Low High Don’t Know N/A
— —~ N
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(51%), Kwangju/Jeolla-Do (47.6%), and Daejon/Choong-Chung-
Do (46.3%) are more likely to say that their tax is high in comparison
to those in Seoul (42.5%).

As a follow up, we also asked the respondents to tell us what they
think is an appropriate level of taxation. 23 percent responded less
than 6 percent of total income and 26 percent saying anywhere be-
tween 6 percent and less than 15 percent of their income (See Figure
2). Our calculation of the average desired tax rate for the full sampled
respondents came out to be about 11 percent. Interestingly, those
earning less than or equal to KRW3 million per month generally
preferred a tax rate below 6 percent while those in the middle (greater
than KRW3 to 5 million per month) to high (greater than KRW5

million) earning categories were more tolerant of a rate in the range

Figure 2. Korean Public on Maximum Tax Rate

What is the maximum percentage of a person’s income that should go to taxes?
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of 6-15 percent. Not surprisingly, self-employed, homestay, and blue
collar workers favored a rate of less than 6 percent while those unem-
ployed or in agriculture and white collar sectors were more tolerant of
a higher rate of 6-15 percent. Finally, similar to the findings from the
previous question, men tended to prefer (32.1%) the higher rate of
6-15 percent while more women (23.5%) favored the lower percent-
age of less than 6 percent.

When compared to the actual tax schedule, these expectations
about the maximum rate of taxation is somewhat removed from re-
ality. Korea maintains a progressive tax schedule.” Based on the lat-
est data from the Korean Statistical Information Service, the average
annual household income is about KRW46.8 million which would
make the average tax rate to be 25 percent. Note that this is much
higher than the surveyed acceptable rate of 6-15 percent.

Demand for lower tax is hardly unique to South Korea. A similar
set of questions in the United States has yielded results that are simi-
lar to what we found in South Korea. For instance, when asked about
the most favored range of maximum taxation in the US, respondents
consistently answered 10-19 percent (See Figure 3). Like Korea, this
figure is much lower than the actual US national average of about
28.2 percent. When asked about the people’s opinion on the amount
of federal income tax, over 90 percent of the people consistently re-
sponded that their tax is too high or just about right (See Figure 4).

When questions are framed to point out the “price effects” by hav-
ing the respondents choose whether they prefer higher taxes and in-
creased spending or lower taxes and decreased spending, the response
pattern favor neither of these options as in Europe. It is striking that
this trend is prominent in Europe where taxation and government
spending has generally been larger than in the US (See Figure 5).

If the respondents are pushed to choose between high and low tax/
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Figure 3. Maximum Tax Rate in the US (%)

What is the maximum percentage of a person’s income that should go to taxes — that is, all taxes, state, federal, and local?
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Figure 4. Attitudes on Income Tax in the US, 1947-2013

Do you consider the amount of federal income tax that you have to pay as too high, about right, or too low?
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Figure 5. Taxation and Spending in Europe, 2008

Many social benefits and service are paid for by taxes. If the government had to choose between increasing taxes and
spending more on social benefits and services, or decreasing taxes and spending less on social benefits and services,

which should they do?
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spending (without the status quo option), they seem to prefer the
latter as in Australia.® When we posed a similar choice in South Ko-
rea, we attained a response that corresponds to the above patterns
with about 52 percent responding that they are not willing to toler-
ate additional tax to fund social welfare.” What is striking about the
comparative finding is that public opinion toward taxation and gov-
ernment spending has remained quite stable over time and universal
across different societal settings.

What the Public Thinks They Got

Obviously, the finding we have discussed above does not necessar-



104 | ISSUE BRIEF 2014-05 Counting Informed Public:Case of Spending and Taxation in Korea | 105

Figure 6. Attitudes Toward Spending by Category (%) ily imply tolerance for lower spending. Take for instance our ques-
What is your opinion on government spending in tions on the public’s perception of government spending in various

areas (See Figure 6). There are two important take away points with

regards to this data. First, a significant number of respondents do

alil] m M[ J] i M[ ﬂ [Iﬂh not seem to know enough about various areas of spending to express

a strong opinion about them. Secondly, of those that did express an
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J} N ﬂ 14 ﬂ ] J] ﬂ ﬂ J] J] ﬂ d opinion, most thought that the government spending in all areas,

R except for culture and sports, were inadequate. It is important to note

that these feelings do not seem sensitive to the level of spending in

dilrd n dﬂ r[HMM J]JM M‘ d each category (See Figure 7).
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If we delve more deeply into the specific subcategories, males, un-
der 60s, as well as secondary and post-secondary educated respond-
ents generally tended to perceive government spending in each area
as lacking. With exception to national security and defense, progres-
sives were more likely than moderates or conservatives to answer that
government spending in each area is small. Also, respondents affili-
ated with a party other than that of the president tended to think that
government spending is inadequate (again with exception to national
security and defense).

Finally, when we asked the respondents to broadly calculate the
amount of public goods received over the past year, 49 percent re-
sponded less than KRW2.5 million, which is roughly equivalent to
US$2,350. 10.2 percent responded that they thought they received
between KRW2.5 million and KRW5 million. This is a gross un-
derestimation when we match this figure to the total spending in
2012, which is about KRW27.5 trillion. Per capita spending is about
KRW5.5 million, which means that the majority of the respondents
think that they received less public goods than the government actu-
ally doled out.

Following the Money Trail —What the Public Doesn’t Know

While studies have shown that there may be numerous demo-
graphic (i.e. income and gender) and framing effects that could be at
play when it comes to public opinion on taxation,'® one factor that
seems to be driving the attitudinal disposition for less taxation and
spending in our study seems to be lack of adequate understanding
about the government’s budget. When we asked the respondents to
comment as to what they thought about the government’s budget, a sig-
nificant share (40-50% or more at times) answered that they did not

Counting Informed Public:Case of Spending and Taxation in Korea | 107

Figure 8. Attitudes Toward Budget by Category (%)
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know enough about this subject to have an opinion (See Figure 8).
Implications

Few people would express disinterest in the government announce-
ment to raise or lower spending (and/or tax). Yet, what our find-
ing suggests is that the general public is largely uninformed or even
misinformed about the governments fiscal standing and spending
priorities. One way to address this problem is by looking for ways to
raise civic awareness and participation through better information
management and dissemination.'’ An area of possible improvement
is in the integration of technology and governance. Certainly, South
Korea ranks high (if not highest) in terms of technological readiness
and penetration of e-Governance.'? What is required is not simply
wider penetration but a more effective and innovative integration of
technology to raise transparency and participation. In this regard, the
administration’s announcement of the Government 3.0 Vision Dec-
laration and the revision of the Public Data Act as well as the Act
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on the Disclosure of Information by Public Institution are steps in
the right direction."”” But there is still much work left in effectively
implementing the Gov 3.0 initiative. If realized, an integration of a
more personalized smart-web technology would prove useful in in-
forming the public about various government services and what it
costs to provide them. Secondly, the government may also want to
explore whether it should consider reprioritizing its spending activi-
ties so as to better reflect public concerns. For instance, spending on
culture and sports can be reduced in favor of higher spending in areas
such as science and technology, energy, or even environment. Finally,
the administration may also be better served by thinking about ways
of improving the quality of its services without taking on increased
costs. For instance, the government may consider conducting a sys-
tematic review of its current services to raise customer satisfaction.
Some benchmarking for the quality of public service and continual
feedback and discussion with the local community organizations
could assist the officials in not only raising the overall appreciation
for their work but providing better justification for their spending,

Conclusion

Expansion of social spending without tax increase is a difficult prop-
osition. The idea may be soothing to the ears but simple arithmetic
teaches us that a rise in spending will require a proportional increase
in revenue unless there is a phenomenal upturn in the economy and/
or the government is willing to take on more debt. The last option is
likely to face some stiff opposition in the National Assembly as the
administration was only able to gain a moderate increase in central
government spending for the coming year due to a slight increase in
public debt from 36.2 percent of GDP in 2012 to 36.5 percent in
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2013. Instead of simply looking for ways to expand spending, what
we recommend is a focus on transparency, better information shar-
ing, and quality control.

At the end of the day, democratic governance is a dialectic process.
Better integration of technology in information sharing can most
certainly help but the process requires something more. The public
must also be a wiling participant in understanding how resources
are being utilized and what they can do to better contribute towards
the greater good of the society as a whole. Communication with an
informed public is an essential ingredient to this mix. In this regard,
the Park administration is correct in its search for genuine commu-
nication. But effective communication begins at the top. As one re-
nowned White House speechwriter James Humes once noted, “the
art of communication is the language of leadership.”
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Fifty million South Koreans bid farewell to 2013 and welcomed in
the lunar New Year on January 31st. Now is an opportune moment
to look back and think ahead about key issues that will dominate pol-
icy concerns in Korea during the Year of the Horse. In this brief, we
list eight that are worth a closer look (in no particular order): i) His-
tory and Korea-Japan Relations; ii) North Korea and Inter-Korean
Relations; iii) Wartime Operational Control; iv) the Korea-US Civil
Nuclear Cooperation Agreement; v) the China Question; vi) Trade;
vii) Economic Outlook; and viii) Domestic Politics.

1. History and Korea-Japan Relations

We begin our discussion with an issue that has vexed pundits and
leaders in this part of the world. There can be little argument other-
wise—2013 was a low point in relations between Japan and Korea.
Unfortunately, 2014 does not look to be any brighter as controversy
continues around the interpretation of history among these two un-
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likeliest of bedfellows.

The issue dates back to Korea’s independence from Japanese impe-
rial rule in 1945 and it includes Japan’s position on the issue of “en-
forced sex slave (i.e. Comfort Women)” as well as territorial claims to
the island of Dokdo, among others. The salience of this issue has var-
ied with time but it has certainly fueled tensions between these two
countries in 2013 as Prime Minister Abe continued his visit to the
Yasukuni Shrine and questioned the use of coercion to recruit “sex
slaves” during World War I1.2 The issue looks to gain steam again as a
number of events approach in the coming months ahead: Takeshima
Day (February), announcements on Japanese textbooks (March),
and the Yasukuni Shrine spring festival (April). The Korean Supreme
Court is also about to rule on a case involving compensation by Japa-
nese firms on forced Korean labor during the occupation.

A number of critics in the United States, Korea, and China have
suggested that Japan tone down its rhetoric and behavior but PM Abe
does not appear willing to do so. While the United States has refrained
from taking a strong position on this sensitive issue, observers in the
region see a more active US intervention on this matter as a sine qua
non for a way forward. One thing is clear, regardless as to what the lead-
ers in Japan or Korea want from this relationship, both will have a difh-
cult time compromising on the issue of history given the strong domestic
position on this issue that keeps the two nation apart (see Figure 1).

2. North Korea and Inter-Korean Relations

Speculations ran rampant immediately following the controver-
sial purge of Jang Song- thack in December 2013. Some even spoke
of a possible regime collapse in North Korea;®> however, the passing
of time has shown that the newly-installed Kim Jong-un regime
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Figure 1. Public Opinion on Korea-Japan Relation
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emerged even more centralized and stable after the purge. Question
remains, however, as to how North Korea or inter-Korean relations
will change (if at all) in the post-Jang Song-thacek era.

While the South Korean government has left open the possibility
of future dialogues with the North, the South’s policy of trustpolitik
hinges on Pyongyang undertaking the necessary steps to move to-
wards denuclearization. Going by all indications thus far, it seems that
North Korea has no intention of doing this. If anything, Kim Jong-
un’s latest public statement suggests that it is South Korea that must
take the necessary steps towards engagement given North Korea’s lat-
est gestures towards warmer relations.*

In the aftermath of the third nuclear test, the emerging consensus
among pundits is that North Korea possesses several working nuclear
devices but it still has some way to go until it can master the capabil-
ity to miniaturize and deliver a functioning warhead over a long dis-
tance.” What this means, of course, is that the allies have time to pre-
pare or even hinder North Korea from ultimately achieving this goal.
One suggestion by pundits is to raise the level of sanctions on North
Korea to comparable restrictions placed on other countries like Iran.®
Others have suggested further strengthening deterrence capability
against a nuclear North Korea.” Considering a more extensive and
seamless integration of the Korean Air and Missile Defense System
(KAMD) and the US-led Ballistic Missile Defense System (BMDS)
may prove useful. Whatever measures the allies decide to adopt, one
thing is clear— preparations are needed to deal with the inevitable
reality of a nuclear North Korea.

3. Wartime Operational Control (OPCON)

The 2007 agreement on the transfer of wartime operational control
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(OPCON) from the United States to Korea was originally set for
April 2012; but faced with increasing provocation from North Korea
(i.e. a failed rocket launch and the second nuclear test in 2009 as well
as the sinking of the South Korean corvette Cheonan) the two coun-
tries agreed to push this deadline back to December 2015. With the
shelling of Yeonpyeong Island in 2010 followed by a successful rocket
launch in December 2012 and a third nuclear test in February 2013,
the Park administration is once again requesting the United States to
further delay OPCON transition to a date later than 2015. Propo-
nents of the delay argue that 1) OPCON transfer sends the wrong
signal about the allies” resolve to deter future provocations; 2) South
Korea is not ready to play the leading role in the event of an open
confrontation with the North; and 3) that this move will weaken the
joint defense readiness of the allies.® Those who advocate maintaining
the current course argue that South Korea is fully capable of defend-
ing the country on its own and OPCON transfer does not mean
any reduction of US military presence or strategic commitment to
the region given the binding nature of the ROK-US Mutual De-
fense Treaty. Korean public opinion on this issue, however, suggests
that about 57 percent of respondents support the idea of the United
States maintaining wartime operational control (see Figure 2).

Figure 2. South Korean Public Opinion on OPCON Transfer
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4. The Korea-US Civil Nuclear Cooperation Agreement (i.e. 123)

The two year extension on the Korea-US Civil Nuclear Cooperation,
also known as the “123 Agreement,” has been approved by Congress
and is likely to be signed by the president. But the talks on a new
agreement between the United States and South Korea will resume
in 2014. The main point of contention between the two parties is
South Korea’s demand to reprocess its spent fuel rods. The United
States has been reluctant to go along with this proposal because of
concerns over proliferation—one of the byproducts of reprocessing
is plutonium that can be weaponized. Without Seoul taking any in-
terim measures, however, South Korea will reach its spent fuel storage
capacity by 2016. Hence, a new agreement is of the utmost priority
for Seoul.

Korea’s demand for revision results from changed circumstances
since the agreement was first signed in 1974. South Korea has be-
come the fifth largest nuclear energy developing country with 23
reactors and seven new plant constructions planned for the near
future.” It also wishes to establish its reputation as a full service
provider, who can build new reactors in countries like the UAE
where it has already signed a contract worth over US$20 billion.
Without the ability to reprocess, however, South Korea sees itself
at a competitive disadvantage when compared to other nuclear
energy supplying nations.

Even more disconcerting is the possibility of disruption to a stable
domestic energy supply. The existing plan is to make nuclear power
account for 29 percent of the country’s total energy generation by
2035. That target is higher than the current share of about 26 percent
but lower than the former administration’s goal of 41 percent.'® Safe-
ty concerns following the Fukushima disaster and domestic safety
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Figure 3. Trends of Nuclear Energy Development and Plants, 1975-2010
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scandals account for the dip. Priority has moved on to acceptability,
stability, and environmental impact rather than economic benefits
and stable supply.

To meet the new goal, Seoul needs to take control of 40-42 reac-
tors by 2035. This means constructing 17-19 additional plants. As of
today, there is a plan in place to complete 11 new constructions by
2023 with five constructions already under way.

5. The China Question

The meaning of China’s rise in the region is also a serious concern
for Korea, especially given the relationship that the PRC maintains
with North Korea. The silver lining here is that diplomatic relations
between China and South Korea have never been better. In 2012, the
two countries celebrated the 20th year of normalized diplomatic rela-
tions. During the PRC-ROK Summit in June, Presidents Park and Xi
agreed to establish various channels for strategic dialogue as well as
to strengthen cooperation on matters related to the economy, energy,
marine environment, and culture. Much of this feel good mood is
largely based on the deep economic tie that these two countries have
with one another. China is South Korea’s largest trading partner and
South Korea is China’s third largest.

Good economic relations between China and South Korea, how-
ever, must come to terms with the reality of security ties that South
Korea maintains with the United States and China has with North
Korea. For South Korea, China holds the key to North Korea’s nucle-
ar problem, given how much the latter depends on the former (both
economically and militarily). On the other hand, to no one’s surprise,
South Korea is a close ally of the United States. The ROK-US Mutual
Defense Treaty, which is the basis for stationing 28,500 US service-
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men in Yongsan and Osan, is no secret to anyone including China.

China has shown, however, that it can manage or even make use of
this duality to its advantage. Take the issue of China’s declaration of
its Air Defense Identification Zone (ADIZ) over the East China Sea
in November 2013. Japan’s response was to reaffirm its own ADIZ,
which includes the Diaoyu/Senkaku Islands, and refuse recognition
of China’s ADIZ. Korea also worked in consultation with the United
States to expand its ADIZ to include Marado, Hongdo, and Ieodo.
Seoul’s declaration of South Koreas own ADIZ was not without
controversy as two positions emerged over the debate regarding this
move.'" The proponents of an international legal perspective argued
that Korea must move to make its ADIZ claims clear and unequivo-
cal, given the importance of precedent in international law. Those
who interpreted the ADIZ issue less as a legal problem rather than a
political one argued that Korea should wait and see how the dispute
gets settled between Japan and China before it can claim the territory
in the East China Sea. These two positions, though well intentioned,
however, miss a critical dimension in the ADIZ debate— namely,
the effect that the overlapping ADIZs (see Figure 5) has on the US-
Japan and ROK-US alliance. If we examine the ADIZ issue through
the alliance prism, Japan is perhaps the most disadvantaged given its
contradictory position with regard to Diaoyu/Senkaku in the East
China Sea and Dokdo in the East Sea. The South Korean ADIZ
includes Dokdo but the Japanese ADIZ does not. If using strict legal
interpretation, Japan’s position on the island is likely to be problem-
atic and could serve as an additional point of friction in Japan-Korea
relations. If this was a calculated move on China’s part, as we argue,
then it has done well in driving a deeper wedge between Korea and
Japan, thereby making the US position in between these uneasy part-
ners even more discomforting.
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Figure 5. CJK-ADIZ
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The ADIZ issue is but one of many examples (i.e. TPP and North
Korea) where China’s diplomatic moves were carefully measured to take
advantage of the weakness in the US-led regional alliance— namely,
Korea’s growing economic dependence on China and the deteriorat-
ing relations between Japan and Korea. How Korea will fare against
China’s increasing sophistication and influence will remain one of the
key foreign policy issues in 2014 and beyond.
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6. Trade: China-Korea FTA, TPP, and RCEP

South Korea has quietly expanded its network of bilateral and
multilateral free trade agreements (FTAs) with major trading partners
over the past decade. And this trend is not likely to change any time
in the near future.

Following the conclusion of successive FTAs with the United States
and the European Union, Korea looks to complete the signing of a
bilateral FTA with China (CK FTA) by the end of 2014. Given that
China is Korea’s largest trading partner, the gains from this agreement
are expected to be a boon for the Korean economy.'? The biggest hur-
dle in the negotiation process is expected to be the offsetting incen-
tive for the domestic agricultural sector, which has the most to lose. If
Korea successfully concludes this deal, however, it would be the only
country in the world to have successfully negotiated a free trade agree-
ment with the three largest economies.

Aside from the bilateral FTA with China, Seoul also looks to be
an active player in a regional integration regime. To this end, South
Korea has publicly announced its interest in joining the Trans-Pacific
Partnership (TPP) in November. Given that Korea is negotiating or
has negotiated bilateral FTAs with most of the member nations, there
was some debate about TPP’s importance for Korea. While the gains
from TPP will depend on the quality of the agreement, experts gener-
ally agree that it would increase Korea’s real GDP by 2.5-2.6 percent
over 10 years after its enactment.'® Korea’s commitment, on the other
hand, will depend on the hurdles for regulatory harmonization and
the kinds of safety nets that the government can provide for adversely
affected sectors of the economy.

Aside from TPP, Korea is a participant in the Regional Comprehen-
sive Economic Partnership (RCEP) led by China. Experts estimate
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Figure 6. Comparison of TPP, RCEP, CK FTA and KORUS FTA
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Table 1. Comparative Economic Impact (Over 10 Years Post-Implementation)

TPP CK FTA RCEP
Economic Impact (%, Real GDP) 2.5-2.6 2.28-3.04 1.17 - 1.45
Target Year 2014 2014 2015
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Table 2. Share of Intra-Regional Trade by a Type of Goods, 2011

(%) RCEP EU NAFTA
Raw Material 14.9 6.4 17.0
Intermediate Goods 56.9 52.4 46.8
Final Goods 28.2 41.2 36.2

Source: : 1I'T, KITA
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the general economic impact to be modest (1.17%-1.45%) given the
wide disparity among negotiating countries (see Table 1).'* There is
a question, of course, about the overall quality level of this agree-
ment given the difficulty in generating consensus. Japan, for instance,
proposed a target of 90 percent tariff reduction plus concessions over
10 years during the second round of negotiations, but other countries
such as China, India, New Zealand, Australia, Myanmar, and Cam-
bodia disagreed with this proposal for various reasons. Meanwhile,
South Korea expects the CK FTA to serve as a benchmark for raising the
overall quality of the RCEP just as the KORUS FTA has for the TPP.

All three agreements are critical to South Korea’s strategy of want-
ing to expand and maximize gains from trade. Since Koreas exports
are mostly intermediate goods (67.6% in 2011), increased efliciency
gains in the production network would be the biggest benefit derived
from multilateral FTAs.

7. Economic Outlook

The Ministry of Strategy and Finance (MOSF) has announced this
year’s goal as “Economic Revitalization and Social Stability.” More
specifically, the operationalization of these objectives mean a focus
on growth and job creation. The projected real growth for 2014 is
3.9%." If the prediction bears fruit, this would be the first time that
South Korea’s growth surpasses that of the world over the past dec-
ade. To facilitate the current recovery, MOSF vows to keep the ex-
pansionary fiscal policy in place and manage external risks, such as
increased volatility in the international financial market arising from
the end of Quantitative Easing (QE) in the US and uncertainties in
the Japanese economy, among others.

Some observers in the region worry that the Federal Reserve’s recent
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decision to end its expansionary monetary policy will possibly lead
to higher interest rates and lower global demand for Asian exports.
Some observers point to the declining value of emerging market cur-
rencies (e.g. South Africa, Mexico, India, and Brazil, among others) as
a sign of more ominous future.'® The government, on the other hand,
has maintained that the negative impact from austerity measures in
the US would be limited given Korea’s strong economic fundamen-
tals. Nonetheless, the administration has assured the investors that
it will closely track the developments in the US and take additional
measures to minimize negative shocks and further strengthen the do-
mestic economy.

One key area of improvement is in youth employment. While South
Korea has one of the lowest unemployment rates among OECD na-
tions, it lags behind other countries like Austria, Japan, Norway, and
Switzerland when it comes to youth unemployment. With regard to
youth labor force participation, South Korea has the second lowest
total within the OECD. Experts attribute this statistic to the high ra-
tio of school attendees and NEET (Not in Education, Employment
and Training) population. As of 2011, 65 percent of the age group
between 25 and 34 are university graduates, the highest figure among
OECD countries. Regarding a share of NEET population among the
youth aged between 20 and 24, South Korea recorded the 7th high-
est number, or 23.5 percent, among OECD countries (see Figure 7).

Pundits suggest that this trend does not bode well for the Korean econ-
omy in the long run. First, the decline in youth labor force participation
means an overall rise in the average working age in Korea. In fact, the
average worker is now 44 years old, which is an increase of 5.1 years from
1990." The trend does not look to change anytime soon if the past is any
indication of the future (see Figure 8). The implication here is that job
creation is lagging behind labor supply.'® Lack of jobs among educated
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Figure 7. Unemployment Rate, 2000-2012
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Figure 8. Trend in Youth Employment, 1980 -2012
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youths means less productivity for the overall economy.
8. Domestic Politics

President Park Geun-hye basked under high approval ratings dur-
ing her first year in office. Although it was a bumpy start with trou-
bled nominations for her cabinet, her performance during the suc-
cessful summit meetings with the United States, China, and Russia
as well as the reopening of the Kaesong Industrial Complex seem to
have paid dividends. During the Q3 and Q4, however, she recorded
several setbacks related to tax reform and social spending. But her
first-year approval is relatively stable compared to her predecessors
(see Figure 9).

In the New Year’s speech, President Park placed special emphasis
on economic reform with her announcement of “the three-year eco-
nomic reform plan”, details of which are to be disclosed in March.
The plan has three items on the agenda: public sector reform, creative

Figure 9. Comparative Approval Rates of the First Year of Presidency
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economy, and linkage between domestic and global economy.

Local government elections are also scheduled for June 4th. The
importance of this election cannot be downplayed given that many
people in Korea consider this to be a midterm referendum. There is
a special focus on the Seoul mayoral race as many observers see this
position as a potential steppingstone for the presidency. The current
mayor, Park Won-soon, is a clear frontrunner (see Figure 10). But a
possible dark horse entry by Ahn Cheol-soo’s new party may result in
a split vote situation where the Saenuri Party candidate can emerge as
the winner. Current frontrunners in the ruling party include Chung
Mong Joon, Kim Hwang-sik, General Ahn Dae-hee, and Lee Hye-
hoon (see Figure 10). As of January, only Lee has announced her

Figure 10. Seoul Mayor Candidates Approval
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candidacy for the primary.
Conclusion

If 2013 was a year of transition, 2014 looks to be a year of action.
With the conclusion of a long honeymoon period, the Park adminis-
tration is expected to come under heavier scrutiny as observers look
to see whether the government will follow through with necessary re-
forms to reinvigorate the economy and strengthen national security.
Foreign policy issues related to the changing dynamics within the
region also presents a new challenge for the administration in figur-
ing out how to press ahead in maintaining its longstanding alliance
with the United States.
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President Park Geun-Hye Administration’s 1** Year

February 25, 2014 marks President Park Geun-Hye’s first year as
President of South Korea. Despite facing a host of domestic and for-
eign challenges throughout the year, President Park’s approval rating
remained remarkably buoyant through her first year in office. While
approval rates reached their highest point in July 2013 at nearly
70%, even at their lowest point in December 2013, they still hovered
around 50%. Her time so far in the Blue House draws stark contrast
with the experiences of previous administrations, whose high ap-
proval ratings— hitting 80% in certain cases— plummeted during
the course of their first years.

The numbers suggest that President Park’s first year was a success.
However, it is important to go beyond the numbers to evaluate the
effectiveness of her policies. According to surveys conducted by the
Asan Institute for Policy Studies, the public was strongly in support
of President Park’s performance on foreign policy, with 67.7% stat-



178 | ISSUE BRIEF 2014-08

ing as such. In contrast, 47.8% approved of her handling of domes-
tic policy issues. Support for President Park’s handling of foreign
policy was relatively high (30.9%) even among those who do not
approve of her job performance overall. In fact, the survey results
indicate that her performance on foreign policy was well received
by the public regardless of party affiliation, ideology, or age. Even
52.9% of those who consider themselves to be progressive were in
favor of her policy.

Figure 1. Evaluation of President Park’s 1st Year as President (%)
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Domestic Policy Foreign Policy

This issue brief offers an examination of President Park’s foreign
policy during her first year in office. Specifically, it differentiates be-
tween results of public opinion polls and expert policy analyses while
highlighting the dangers associated with taking public opinion polls
at face value. Its primary goal is to get to the core of President Park’s
foreign policy evaluation to allow for smoother implementation of
her foreign policy for the remainder of her presidency.
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Former-President Lee Myung-bak’s Foreign Policy Remains
Large in the Public Minds

Upon taking office, the Park administration outlined her foreign
policy in three forms: 1) “Trust-building process on the Korean
Peninsula’ (hereafter, trust-building process); 2) the ‘Northeast Asia
Peace and Cooperation Initiative (NAPCI),” and; 3) ‘middle power
diplomacy.” A year later, the specifics of these policies— their goals,
ways to achieve these goals, and their achievements so far—are yet
to be detailed.

The trust-building process is, first and foremost, a defensive policy
in response to inter-Korean tensions created by North Korea’s provo-
cations. Based on this defensive posture, it aims to encourage inter-
Korean cooperation as a way to build trust which could then lead to
sustainable peace. Specifically, this is not a policy that simply allows
South Korea to send unconditional aid to the North. Rather, it is a
step-by-step approach to build trust with the North based on tangi-
ble results.

The NAPCI reflects President Park’s effort to resolve what is known
as the Asian Paradox—the situation in which growing economic
interdependence has failed to generate political and military trust
among Northeast Asian nations. This policy aims to develop bilat-
eral or multilateral cooperation mechanisms among Northeast Asian
countries and, in the end, create an environment conducive to peace
and prosperity.

The third aspect of President Park’s foreign policy is middle power
diplomacy, which aims to build upon South Koreas middle power
status to engage in important international issues. More specifically,
it aims to strengthen Korea’s network with other middle powers to
become a global leader that contributes to global peace and improve-
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ment of human rights, improves cooperation with the rest of the
world on global security and economic issues, and increases its devel-
opment cooperation efforts.

However, public opinion survey results show that President Park’s
three signature foreign policies have thus far failed to grab the at-
tention of the public. When respondents were asked which foreign
policy element first came to mind when thinking of President Park’s
first year in office, 25.7% answered ‘sales diplomacy’ —a policy
most associated with former-President Lee Myung-Bak (Figure 2).
Only 16.1% and 14.8% of respondents, respectively, identified the
trust-building process and the NAPCI. Interestingly, 31.8% of the
respondents answered “Don’t know.”

Further analysis of the numbers reveals that among the 67.7%
that supported Presi-dent Park’s handling of foreign policy, 29.1%
identified sales diplomacy as President Park’s key foreign policy and

Figure 2. President Park’s Signature Foreign Policies (%)
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25.4% answered that they did not know. Among supporters of Presi-
dent Park’s Saenuri Party, 31.6% chose sales diplomacy and 21.9%
answered that they did not know. Similarly, 85.0% of those aged
60 and older agreed with President Park’s foreign policy, yet 41.0%
stated that they did not know—a phenomenon that we call the “I
Support, Don’t Know” phenomenon.

The fact that sales diplomacy was incorrectly identified by many
as President Park’s main foreign policy means that her approval rat-
ings must be taken with a grain of salt. These numbers should not
dominate how her performance is evaluated. Instead, her administra-
tion’s strategic decisions—and how those decisions led to increased
positive evaluations of the administration— must be included in the
analysis.

The identification of sales diplomacy as President Park’s signature
foreign policy was likely influenced by her frequent international
trips. In 2013, President Park attended the APEC, ASEAN, and EAS
summits, and also had 10 summit meetings abroad with leaders of
other countries—all of which were portrayed by the media as part of
her sales diplomacy.

It is important to note that President Park’s three signature poli-
cies were, from the public’s point of view, indistinguishable from
that of President Lee. Mr. Lee was also very active in international
summits—setting a record among Korean presidents for the num-
ber of summits held while in office—and championed sales diplo-
macy. However, sales diplomacy is a policy that produces no tangible
economic results, leading to doubts about its viability as a country’s
signature foreign policy. More importantly, the fact that the public
could not distinguish her policies from President Lee’s opens the pos-
sibility that she has failed to explain her policy to the public. Given

these results, we can conclude that her foreign policy so far has not
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been as successful as it is perceived by the public.

Of course, the diplomatic circumstances President Park inherited
were not ideal. An argument can be made that her signature policies
were unable to take shape as a result of North Korea’s continuing
provocations and the political provocations of Abe Shinzd’s admin-
istration coming via statements regarding historical issues. Regard-
less, the fact that one in every three Koreans was unaware of Presi-
dent Park’s foreign policy initiatives must come as a disappointment
for the Blue House, especially when foreign policy is considered a
strength. Therefore, blaming the diplomatic circumstances as reasons
for President Park’s foreign policy’s falling short of expectations ap-
pears insufficient.

Trust-building on the Korean Peninsula and Northeast Asia
Peace and Cooperation Initiative

While President Park’s trust-building process had its challenges,
it did manage incremental successes in the form of re-opening of the
Kaesong Industrial Complex, family reunions, and the Najin-Hasan
Railway. President Park’s high approval rating appears to have been
influenced by these small successes and her principled approach to
North Korea. At the same time, the fact that North Korea’s nuclear
weapons program remains unresolved can be interpreted as a reason
why sales diplomacy was more publicly recognized.

In order for the trust-building process to take meaningful steps,
North Korean security issues must be resolved. How President Park
approaches this will be a difficult test. While North Korea has re-
cently adopted an open policy towards the South, it is not yet clear
whether this was the result of President Park’s trust-building process
or simply the result of North Korea’s short-term strategic decisions
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based on the changing regional atmosphere.

Another challenge for the Park administration is to manage its re-
lations with nations that have vested interests in the North Korean
issue. The United States has shown its support for President Park’s
trust-building process and, specifically, her ability to break away from
the traditional inter-Korean relationship, which can be described as
a cycle of ‘provocations, negotiations, and compensations.” On the
other hand, China has expressed its expectation that the Park ad-
ministration will approach North Korea in a more flexible manner.
For President Park, who has advocated for the importance of South
Korea-US-China cooperation, how she approaches these relations
will be critical.

With regard to the NAPCI, the administration has only conceptually
outlined objectives or a roadmap on how to achieve those objectives.
This ambiguity has led to numerous interpretations by experts. Thus,
any assessment on such foreign policy by the general public is most likely
based on superficial, erroneous, and possibly conflicting information.

When the public was asked about the effectiveness of the NAPCI
in solving the issues in the region, a near majority (47.9%) answered
positively. However, from the perspective of policy implementation,
it remains difficult to assess the initiative with such optimism. Thus
far, the only visible diplomatic efforts have been explaining the initia-
tive to the United States, requesting support for it, and getting the
United States and China to support it as a basic principle. Therefore,
it is safe to say there has been no specific policy development so far.

The most serious problem of slow progress on the NAPCI is the
significant gap between the current strategic environment and the ob-
jective of the NAPCI. While the NAPCI calls for cooperation aimed
at fostering trust between the nations in Northeast Asia, circum-

stances in the region since President Park took office have made such
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cooperation less likely, not more. While the international political
environment in Northeast Asia is currently conducive to a negative
peace—one of tensions but of no open conflict— the NAPCI insists
upon a positive peace—a genuine cooperation and trust between the
countries. Consequently, the implementation of the initiative is diffi-
cult and is not creating active support from the surrounding nations.

Second, the NAPCI employs a soft approach to improving inter-
state tensions and volatile strategy-security environment. Instead of
directly addressing traditional issues, such as security, which could
bring conflict, it proposes initial cooperation in relatively less sen-
sitive issues such as non-traditional security to build trust among
nations and finally to establish peace and cooperation in Northeast
Asia. However, as previously noted, the region is currently an envi-
ronment where countries are colliding and even assuring the least
amount of negative peace is difficult. In this context, the approach
can hardly create cooperation among the countries in the region.

Also, the constructivist approach—a socialization process of chang-
ing perceptions through conversation and trust building—is best-
suited for the long-term but not for the current situation in North-
east Asia. When inter-state conflict is at its peak, such an initiative is
not an effective policy means to solving conflicts among the North-
east Asian countries.

Evaluation of Foreign Policy towards Neighboring Countries

Public evaluation regarding President Park’s foreign policy to-
wards neighboring countries also showed largely positive results.
With regard to policy towards the United States and China, 60.5%
and 59.9% of respondents, respectively, positively evaluated policy
towards these countries (Table 1). This may have been the result of
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Table 1. Evaluation of Foreign Policy towards Neighboring Countries (%)

Positive Negative
Policy towards the US 60.5 21.6
Policy towards China 59.9 20.2
Policy towards Japan 51.9 34.7
Policy towards North Korea 57.9 30.0

successful summit talks with both countries. Approval ratings for
President Park support this, with July marking the high point—not
long after the successful respective summits with President Obama
and Premier Xi Jinping.

President Park’s policy towards North Korea was also positively
evaluated. The shutdown of the Kaesong Industrial Complex dem-
onstrated a firm stance against the North, thereby leading to positive
evaluations among the general public. Relations with Japan, on the
other hand, were the least positively evaluated with 51.9% positive
and 34.7% negative. In particular, the evaluation diverges distinctive-
ly according to one’s ideological stance. While evaluations regarding
policy towards other neighboring countries were positive regardless of
ideological stances, there was a significant gap between conservatives
and progressives in evaluating policy towards Japan. Whereas 63.7%
of conservatives supported the Park administration’s hardline policy
towards Japan, 52.7% of progressive evaluated this policy negatively
(Figure 3).

Following the evaluation of policy towards the United States, Presi-
dent Park’s policy towards China came as the second highest. When
asked which aspect of policy towards China was most successful, the

responses appeared in order of trust building (29.9%), economic co-
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Figure 3. Evaluation of Policy towards Japan: By Ideological Stance (%)
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operation (23.9%), military security (18.4%) and cultural exchanges
(13.5%). Interestingly, when respondents who evaluated the policy
negatively were asked which aspect was most unsuccessful, the results
appeared in the same order: trust building (34.8%), economic coop-
eration (19.2%), military security (18.2%) and cultural exchanges
(10.9%). These results illustrate the complex views Koreans have of
China.

The fact that ‘trust-building process between governments’ ranked
first in both positive and negative evaluations depicts how highly the
public regards such efforts. On the other hand, it also highlights con-
cerns about how efforts to develop a strategic balance between the
United States and China may erode trust from both. As mentioned
previously, South Korea was successful in garnering support from
the United States and China for the Trust-building Process on the
Korean Peninsula and the NAPCI. However, the United States and
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China may view Korea differently given their strategically competi-
tive relations.

The United States seems to think that the Park administration has
moved closer to China following the Lee administration’s distanc-
ing from China. In particular, conservative Americans perceive that
Japan, not South Korea, is the country that will mobilize its forces
for the United States should there be conflict in the region. China
believes that South Korea will ultimately stand by the United States
even though Korea places emphasis on maintaining an amicable re-
lationship with China for the purposes of economic benefit. Thus, it
will become much more difficult for Korea to find a strategic balance
between the United States and China. A worst case scenario would
mean that Korea must choose between the two superpowers.

The leaders of Korea and China have come to an agreement on
certain crucial issues as evidenced by the joint statement issued in
June 2013: establishing a direct communication channel between the
chief of the Blue House National Security Council in South Korea
and China’s State Councilor for foreign affairs in terms of diplo-
macy and security; organizing a mutual visit of foreign ministers on
a regular basis as well as setting up a hot line; holding a strategic
dialogue between vice foreign ministers twice a year and promoting
the foreign and security dialogue; policy dialogue between parties;
and a joint strategic dialogue between the national research centers of
the two nations. However, despite the talks between the chief of the
Blue House National Security Council and China’s State Councilor
for foreign affairs just before the surprise expansion of China’s Air
Defense Identification Zone (ADIZ), the Park administration could
neither prevent nor mediate the situation. Also, a hot line between
the foreign ministers at the time had little effect. The same limitation
arose with regard to North Korean nuclear issues, which are the key
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items on the security agendas between Korea and China.
Reunification as a “Jackpot”

In President Park’s first press conference, held in early January
2014, President Park stated that Korean reunification would be a
“jackpot” for Korea. This statement brought national attention to re-
unification, making it a major conversation topic in political circles.

Despite the number of headlines the statement generated, the pub-
lic is largely ambivalent. While 47.6% agreed with the president’s
statement, 37.4% disagreed. In particular, it was those who identify as
progressive and are younger than 40 years who were the most negative
on the statement. For those in their 20s, 38.9% agreed and 28.6% of
those in their 30s said the same. Among those in their 50s and 60s and
older, those numbers were 62.8% and 62.2%, respectively.

Much of the disagreement among those in their 20s and 30s likely
stems from the perceived negative financial consequences of reunifi-
cation. In a survey conducted in 2013, it was respondents in their 20s
who were the most pessimistic about the personal financial ramifica-
tions of reunification, with 74.6% stating as such.

The divide among political ideologies is also worth noting. While
65.5% of self-identified conservatives agreed with President Park’s
jackpot theory, 37.8% of progressives stated the same. Considering
that the discourse for unification had been prevalent among liberals,
the fact that conservatives show more support for the jackpot theory
suggests that unification discourse has become an ideological issue.
That is, conservatives support whatever a conservative president says,
but liberals oppose it even though they have owned and supported
the issue for a long time. This further suggests any future administra-
tion will find it extremely difficult to elicit a pan-national discourse
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on unification.
Conclusion

As is often the case for many diplomatic plans of a new administra-
tion, specific visions and contents of foreign policy are likely to be
known only superficially. As a result, the assessment of the general
public about this superficially-known foreign policy plan is made
without knowing the concrete direction and without closely examin-
ing the results. Similar results were found in the opinion polls of the
Asan Institute. Although a majority of people view President Park’s
foreign policy as ‘successful,” most respondents did not accurately
identify her policies.

Unlike the favorable evaluation of the general public, it is hard to
view 2013 as being productive in diplomatic outcomes. The Trust-
building Process on the Korean Peninsula and the NAPCI appear
to be well-intentioned but underachieved. However, the diplomatic
environment in 2014 is expected to improve from 2013. The reunions
of Korean families separated by the Korean War were agreed to by the
two Koreas, and the United States is pushing for a resumption of the
Six-Party Talks.

Furthermore, with President Obama’s Asian tour in April 2014, the
Korea-Japan relationship appears to be open for diplomatic talks as his
message will focus on ways to improving ties between the two. With a
much more favorable environment, we anticipate President Park’s three
major foreign policy initiatives, the Korean Peninsula Trust-building Pro-
cess, the Northeast Asia Peace and Cooperation Initiative, and middle
power diplomacy, to be fully developed this year.
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Appendix

The sample size of survey was 1,000 respondents over the age of 19.
The survey was conducted by Research & Research (Feb. 4-6, 2014),
and the margin of error is +3.1% at the 95% confidence level. The
survey employed the Random Digit Dialing method for mobile and
landline telephones.

Special thanks to John J. Lee and Karl Friedhoff for the English translation.
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How Korea Can Better Manage
Maritime Piracy and Terror

Bridget L. Coggins Assistant Professor, UC Santa Barbara
J. James Kim Research Fellow, The Asan Institute for Policy Studies

Because global commerce and the smooth functioning of interna-
tional affairs depend on the free movement of goods and people at
sea, maritime piracy has generated substantial concern. Though the
number of reported piracy incidents worldwide fell for the second
consecutive year in 2013, ongoing anti-piracy operations are costly;
pirate attacks have become more frequent and violent in some regions;
and it is unclear that the recent reduction in piracy is sustainable.
Additionally, with approximately 90% of the world’s goods traveling
by sea, skyrocketing insurance and transportation costs, and a ship-
ping industry already struggling with the global economic downturn,
piracy’s adverse financial consequences may be even greater than its
security effects. Combating piracy is especially important for South
Korea because its sizable maritime fleet must regularly traverse two to
three pirate hot spots, even for essential energy resources like oil and
liquid natural gas.! If Koreas central role in the global shipping industry
is considered, the problem is even more pressing.

This issue brief provides an up to date assessment of maritime pira-
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cy and terror and offers concrete policy recommendations for Korea
and its neighbors as they approach this complex problem. We begin
by describing the recent trends in maritime piracy and international
counter-piracy, highlighting Korea’s ongoing contributions to mul-
tilateral military operations and its vulnerabilities at sea. We argue
that while Korea is an active participant in counter-piracy operations,
some low cost, high reward strategies could be implemented closer to
home that would further improve maritime security. Moreover, while
the Korean people are concerned about piracy, a sizable share of the
public believes that the government could be doing more. Like other
non-traditional threats, maritime piracy resonates with the public be-
cause of its human dimension. Piracy is not a large, existential threat
to national security, but it routinely victimizes real people and ad-
versely affects Korean business and industry. This suggests that addi-
tional, and perhaps better publicized efforts— especially in Southeast
and East Asia—would be well received.

Global and Regional Trends

Today, most headlines regarding piracy tout its rapid decline. And
while this is true, the global rates belie some of the regional pat-
terns. The substantial recent drops in global piracy are mostly attrib-
utable to the decline of Somali piracy, which, according to the best
data available, reached a high of 236 attacks in 2011 and fell to 15
in 2013. The trends in Asia are not as promising. Attacks in prob-
lem areas such as the Straits of Malacca and Singapore Straits have
declined, but the International Maritime Bureau’s Piracy Reporting
Center counted 108 incidents of piracy and armed robbery against
ships in and around Indonesia in 2013. All told, last year over half
of reported global piracy incidents were in East and Southeast Asian
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waters, and regional attack rates there have exceeded 100 since 2010.2
Although many of these attacks are opportunistic petty thefts, hijack-
ings persist in and around Indonesia and Malaysia. Additionally, the
line between piracy and terrorism is unclear because insurgent groups
in the region sometimes use piracy to fund their operations and to
traffic in weapons and drugs.

Ongoing Counter-Piracy Operations

In recent years, the international community mounted an over-
whelming response to maritime piracy in East Africa and regional
partnerships have helped to stem the once thriving pirate syndicates
in the Straits of Malacca and Singapore Straits. However, dangerous
new pirate prone regions have emerged, most notably in the Gulf of
Guinea off of the Nigerian coast and in Indonesian waters in South-
east Asia. Shifting counter-piracy resources toward these new threats
is reasonable, but it will also likely restore opportunities to pirate in
regions where the international presence is reduced.

As of late 2013, six flag vessels were operating in service to the
Combined Naval Task Force 151 (CTF-151). At their height, more
than 50 ships were active in multilateral counter-piracy efforts in the
Gulf of Aden and off the coast of Somalia. The costs of maintaining
high numbers of naval assets in East Africa are expensive and difficult
to justify if attempted pirate attacks remain at their current low lev-
els. Many countries have already shifted their attention to the more
violent attacks targeting the oil industry in the Gulf of Guinea. Some
counter-piracy experts have cautioned, however, that Somali piracy
will likely rebound as a result of the lessened deterrent.

In contrast, ongoing counter-piracy operations in Southeast Asia
have not stymied double-digit increases in the number of attacks there.
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While attacks in the region are not usually as sophisticated as the So-
mali attacks, their proximity should make thwarting them a priority
for Korea and its neighbors.

South Korea has made substantial contributions to counter piracy
operations at sea and on land, especially in the Indian Ocean and
Gulf of Aden. Currently, Korea operates an independent, naval coun-
ter-piracy mission and participates in CTF-151, which works in con-
junction with the NATO and EU operations in the region.? Further,
as of August 2012, South Korea was the second largest contributor,
after Japan, to the Multi-Donor Anti-Piracy Trust Fund, focused on
land-based counter-piracy strategies in Somalia. Closer to home, Ko-
rea is also a key participant in the Regional Cooperation Agreement
on Combating Piracy and Armed Robbery against Ships in Asia, or
ReCAAP.

The Korean Shipping Industry

South Korea has a proud maritime and naval history and shipping
remains an important national industry. Perhaps the most widely rec-
ognized symbol of Korea’s maritime prowess is the first indigenously
constructed iron-armored battleship referred to as the Turtle Ship
(better known as Kobukson). The ship was first designed by Admiral
Yi Sun-sin during late 16th century to defend the Joseon Dynasty
from invasions by Toyotomi Hideyoshi’s Japanese navy. Today, Korea
is better known for being home to some of the largest shipbuilding
companies in the world, such as Hyundai Heavy Industries, STX,
Samsung Heavy Industries, and Hanjin Heavy Industries. For this
reason, it is no surprise to anyone that after China, South Korea is the
largest shipbuilding country in the world.

Korea’s shipping transport industry is less pronounced but still sig-
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nificant. According to the Institute of Shipping Economics and Lo-
gistics latest figures, South Korea is the fifth largest shipping nation
in the world (using deadweight tonnage (dwt) as the prime metric)
with bulk carriers accounting for the largest share of shipping volume
(62.6%) followed by tankers (24.3%) and container vessels (9.3%).*
From a domestic economy standpoint, the Korean shipping industry
employs over 20,000 individuals and posted revenue of KRW39.6
trillion (equivalent to about US$39 billion) in 2010. In 2012, there
were about 600 outgoing cargo ships, which account for over 900
businesses. While the shipping industry is not as large as automotive
or electronics, it does account for a significant share of the economy.

The Costs of Maritime Piracy and Terror for Korea

Estimating piracy’s impact on Korea is difficult for a number of
reasons. Foremost among them, most information regarding costs is
proprietary and closely guarded. So, for example, none of the compa-
nies contacted for this report were willing to comment on the record
about the increased costs of insurance even though it is well known
that the shipping industry has been subjected to significant rate hikes
due to piracy.’ Piracy’s direct costs are also closely guarded by com-
panies that have had their vessels hijacked or have paid ransoms. For
some time, the reported US$9.5 million paid to secure the Samho
Dream’s release from Somali pirates held the record for the highest
ransom ever paid. Some companies are concerned that they will be ac-
cused of supporting terrorism with ransom money while others worry
that the proliferation of information will increase the costs of future
attacks. Their fears are not unfounded. In some parts of the world, like
the Gulf of Aden, reporting is now quite good, but in others it is less so.

Moreover, because so many companies utilize open registry coun-
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tries to flag their vessels (sometimes referred to as flags of convenience
or FOCs), even the number of vessels victimized by country is uncer-
tain. Nevertheless, using the best data available, it appears that Korea’s
shipping industry is disproportionately exposed to piracy. Figure 1
shows a best estimate of the number of Korean ships attacked by
pirates from 1995 through the end of 2013. Largely consistent with
the global trends, the highest number of attacks (22) occurred in
2010 and has declined since then. However, Korea is attacked more
often than other countries with similarly sized merchant marines.
The Netherlands has 744 ships in its merchant marine and has expe-
rienced approximately 64 pirate attacks since 2000, whereas Korea
has 786 ships and has experienced approximately 134 attacks over
the same period.®

The risks to South Korea’s national interest are most pronounced

Figure 1. Estimated Pirate Attacks on Korean Ships
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when we think about the country’s energy dependence on the Middle
East. Oil and natural gas makes up more than half of all total primary
energy supply for South Korea.” According to the latest figures, South
Korea imports approximately 98-99% of its oil and natural gas. Of
this share, Middle Eastern countries accounted for about 84% of oil
imports and 54% of natural gas imports in 2012.% Although Korea
plans to reduce its energy dependence by increasing domestic nuclear
power production and by increasing coal imports, the Middle East
will remain an important source of energy in the years to come. The
hijacking of any one tanker, or even a handful of tankers, does not
pose an acute security threat to Korea. Rather, the threat is primar-
ily economic. The costs of transporting energy rise with the threat of
piracy, and not only due to increased insurance. In piracy prone areas,
additional costs arise due to increased time and distances from rerout-
ing; due to larger crews to stand watch; due to delays from incident
reporting and investigation; and occasionally due to increased salaries
for at risk crewmembers. These costs are passed on to the government,
business and industry, and ultimately, to the consumer.

Korean Public Opinion on Maritime Piracy

In order to explore public perceptions of maritime piracy, the Asan
Institute for Policy Studies conducted a public opinion survey on
November 8-11, 2013.

While few individuals have direct (2%) or indirect (18%) ties to
Korea’s maritime industries, a significant portion of the public never-
theless appears to recognize the risks of piracy. Approximately 63% of
respondents agreed that maritime piracy and terror is a serious prob-
lem for Korea. It is interesting to note that a majority perceives a sig-
nificant piracy threat from all hotspots, including West Africa, even
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though Korean ships are mostly targeted in East Africa and Southeast
Asia. Together, what these findings suggest is that the Korean pub-
lic generally perceives maritime piracy to be a serious problem even
though they have little to no connection with the maritime industry.

In considering which authorities should be tasked to combat pi-
racy, 48% of the public thinks that the United Nations should play
the leading role, followed by the targeted ship’s country of origin
(13.4%), and the pirates’ country of origin (12.9%). The public also
seems to approve of the cooperative approach to counter-piracy that
the Korean government has pursued thus far. When asked, “do you
think that our government has actively participated and cooperated
with the international community to deal with maritime piracy/
terror,” 47% answered in the affirmative and 29% answered in the
negative. A significant portion, however, also thinks that the govern-
ment can do more about this issue. When asked, “do you think that
our [Korean] government is doing a good job of handling maritime
piracy/terror?” 41% answered in the affirmative and 39% answered
in the negative; a statistically insignificant difference.” Given the sub-
stantial support for multilateral efforts, some of the negative response
may be due to the government’s perceived mishandling of high pro-
file hostage situations. For example, some have criticized the govern-
ment’s inaction or refusal to negotiate ransoms—leaving the hostages
on their own or at the mercy of the employers, insurance companies,
and the pirates. One lesson may be that the government should bet-
ter publicize its strategy or explain the logic behind its unwillingness

to negotiate with terrorists or pirates.
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Strategies for Korean Policy Toward Maritime Piracy

Korea is currently engaged in counter-piracy operations on a num-
ber of fronts and those strategies have generally been successful.
However, given the current trends in piracy and the relatively limited
geographic scope of most counter-piracy operations, a number of
complementary policies could be implemented. First, it is apparent
that ships that are Korean operated or Korean owned, but operating
under a FOC flag make up the majority of Korea’s victimized ves-
sels, but escape notice in most tallies of piracy. It is likely that these
ships are victimized because they are not required to adhere to strict
labor, safety and environmental standards like Korean-flagged ships.
But these vessels become a Korean problem when their crews—in-
cluding Korean nationals— experience violence, have their personal
goods stolen, or become hostages. In order to better protect Korean
citizens at sea, the government can utilize greater oversight when it
comes to standards and enact sanctions against those companies un-
willing to obey Korean laws and bear their fair share.

One approach is to institute a heavier fine or penalty for using
FOC:s for vessels that do not adhere to a more strict international
safety standard. An example can be found in the US Maritime Trans-
portation Security Act (2002), which requires vessels and port facili-
ties to submit a detailed security plan. The fine for non-compliance
under the MTSA is US$25,000 per day with the possibility of opera-
tion suspension. South Korea may also adopt measures that discour-
age the use of FOCs altogether by raising the overall cost of engag-
ing in this practice through increased inspection of FOC vessels for
compliance under international safety standards.

Ongoing maritime disputes have also unduly limited Asian states
when it comes to combating non-traditional threats like piracy. When
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compared to other regions with high rates of piracy, East Asia has
comparatively less anti-piracy cooperation, policy coordination, and
worse reporting. This is because regional governments have some-
times opportunistically utilized counter-piracy and defensive naval
operations as facades to obscure ulterior motives, and drawn their
peers’ suspicion. The mutual suspicion has limited coordination and
cooperation, leaving significant gaps in patrol coverage. Therefore,
many piracy incidents go unreported or are reported too late. Fortu-
nately, these problems can be overcome. Governments in the region
should resist muddling their mutual interest in combating piracy,
trafficking and other seaborne crime with their maritime and territo-
rial disputes. Clearly separating these two issues will ease coopera-
tion between East Asia’s states and ensure complete defense and more
accurate reporting. Long-term, cooperation on these mutual threats
may even have positive consequences for productive engagement on
more sensitive maritime issues.

Finally, Korea must be vigilant in training its seafarers and fisher-
men in the best available security practices and should encourage de-
fensive measures to harden vessels and protect the crews onboard its
vessels.!! Implementing these strategies is straightforward, economi-
cal, and can be achieved with relative ease.
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10.
11.

Resources traveling from the Middle East and must pass through the Straits of Hormuz, the
Indian Ocean, and the region surrounding the Malacca and Singapore Straits.

141/264 or 53%.

At the time of this writing, South Korea was also in discussions with the European Union regard-
ing additional, naval counter-piracy cooperation.

ISL (2012) Shipping Statistics and Market Review, Vol. 56, No. 11.

A December 2010 report by the One Earth Foundation says that US$460 million to US$3.2 bil-
lion per year has been paid in increased war risk and kidnapping and ransom insurance — though
in the last three years there is some reason to believe that these costs have declined slightly due to
increased competition within the industry.

Merchant marine numbers are current as of 2010 and come from the CIA World Factbook at
https://www.cia.gov/library/publications/the-world-factbook/rankorder/2108rank.html. The at-
tack estimates were generated using the same method as Figure 1.

International Energy Agency. Energy Policies of IEA Countries — The Republic of Korea (2012
Review).

UN COMTRADE.

When the American public was surveyed in 2009 about the Obama administration’s security
policy with respect to maritime piracy by being asked, “Do you approve or disapprove of how
President Barack Obama is handling military action against piracy?” 71% approved and 17%
disapproved (Marist Poll, April 2009).

The margin of error at 95% Confidence Interval (C.I.) is +3.1%.

Detailed information on the best management practices (BMP) for the Horn of Africa have been
circulated by the EU at http://www.mschoa.org/ and most are applicable to counter-piracy in

Southeast Asia.
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Open North Korea: Economic Benefits
to China from the Distance Effect in Trade

Kim Chong Woo
Research Fellow

The Asan Institute for Policy Studies

Introduction

The Chinese government has recommended to North Korea since
the 1980s that it adopt the Chinese style of economic reform and
open-up policy. From the Chinese perspective, the adoption would
increase North Korea’s economic development and independence.
Not only would it eventually bring stability to the Kim Jong-un regime,
but China would also significantly benefit economically by having
full access to shorter international trade routes across North Korea.
This article considers a role this “distance” factor can play in boosting
China’s trade with South Korea, the United States, and Japan.

Kim Jong-un succeeded his father at the end of 2011, set out to
provide better living conditions for his people, and never to have
them need to tighten their belts again.! This will be very difficult
to achieve without full support from the international community.
North Korea can only expect to receive this full support to rebuild
its economy when it abandons its nuclear program and becomes a
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responsible member of the international community.

Recently, North Korea’s economy has become far too dependent
on China. China makes up nearly 90 percent of North Korea’s trade
with the outside world. Most of North Korea’s energy, including oil,
resources, and household products come from China. It is inevitable
that North Korea will, one day, have to accept a Chinese style eco-
nomic reform and open-up policy to invigorate its economy. Other
alternatives would prolong its isolation, and lead to an eventual col-
lapse of North Korea’s economy. The opening up of North Korea
will bring better prospects for China than the one it may face with a
potentially nuclear-armed North Korea.

FEconomic Benefits: The Distance Effect

It is important to determine how significantly the opening up of
North Korea would boost the economy of China’s northeast prov-
inces, which are home to almost 110 million people. If this occurs,
the three provinces of Liaoning, Jilin, and Heilongjiang will have easy
access to the existing ports and perhaps new ones on the east side of
North Korea. This will open up sea routes via the Pacific Ocean giv-
ing direct access to the United States and Japan rather than having to
detour on land via the regional hub port of Dalian, and sail around
the Korean Peninsula. Direct trade between the three provinces and
South Korea will be possible by going across North Korea.

Geographically, Liaoning and Jilin provinces have direct borders
with North Korea, whereas Heilongjiang province only has a border
with Russia (see Figure 1). Also, Jilin and Heilongjiang provinces are
currently landlocked. In 2011, a ship setting off from the port city of
Najin in North Korea transported coal to Shanghai for the first time.
This led the energy-hungry southeast region of China to benefiting
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Figure 1. Northeast China, South, North Korea and Japan

Heilordpiat s

Source: Google Earth

from importing minerals such as coal from the mineral rich northeast
region of China via Najin, and importing directly from North Ko-
rea. Moreover, the northeast region of China could rapidly grow its
economy by transporting its minerals not only to fuel China’s econ-
omy but also to export them abroad. In November 2009, the State
Council of the People’s Republic of China declared plans to develop
Changchun-Jilin-Tumen as a pilot economic zone. These plans are
central to reinvigorating the neglected economy of northeast China,
which was once home to China’s petro-chemical industry. The YTN
news agency reported in 2010 that China had signed a contract with
North Korea to have exclusive rights to use dockyards four, five, and
six at the port city of Najin for the next 50 years in addition to dock-
yard one.? Such economic cooperation mutually benefits both China
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In this section, economic benefits are worked out assuming free
movement of goods across the China-North Korea-South Korea
borders. The focus was on measuring approximately the extent trade
will increase due to shortening of international trade routes, such as

Pro, several trade routes originating from the capital city of Liaon-
inces to Seoul, Tokyo, and Shelton (Nebraska, USA) were identi-
fied, and where possible, existing road distances were worked out

through the ice-free port of Najin or Sinuiju. Using Google Earth
ing (Shenyang), Jilin (Changchun), and Heilongjiang (Harbin) prov-

rather than geodesic distances. Shelton was chosen as the halfway
point between Los Angeles and New York, which are the two most
populous cities in the United States. Only in cases where stretches

of existing roads were not identifiable did we use geodesic distances.

The geodesic distance is only used in a couple of cases such as in be-
tween Hunchun and Najin, where the leg of journey only accounts
for a small proportion of the total distance travelled. For distances at
sea, the sea-distances company website was referred to,> and nautical

miles were converted to its equivalent in kilometers between seaports.

Obviously, the website did not provide the nautical distance between
Najin and Los Angeles as there is no trade between these ports. In
this case, the nautical distance between Vladivostok and Los Angeles

provided by the website was used, and then adjusted for Najin using

«

and the “land route” refers to a road route. The first row, for exam-
Figure 2 shows a range of percentage changes, low and high-level

beside it show specific stretches of roads taken along the way. The
Shelton, including the distance at sea.

last column has the total distance between Liaoning (Shenyang) and

simple geometry. Table 1 shows trade routes that were considered,
ple, shows the Liaoning-Dalian-LA-Shelton route, and the columns
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Table 1. International Trade Routes from Heilongjiang, Jilin, Liaoning to Seoul, Tokyo, Shelton NE

Total Distance in Km

13296
13028
12203
13588
13320
11911
13870
13602
12193
2544
2341
2700
2836

2633

2408
3118
2915

2690
927
707

1219
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1553
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estimates, in trade relative to the respective Dalian route in China.
Dalian is the major port city in Liaoning province. In working out
the expected changes in trade, they are based on estimates of the
gravity model on the distance effect that a 1 percent increase in the
distance between two countries is associated with a decrease in the
trade of 0.7 percent (low-level estimate) to 1 percent (high-level esti-
mate) between those countries.* This partly reflects increased costs of
transportation, and a less tangible fact that trade tends to be intense
when countries have close personal contact, and this contact tends to
diminish when distances are large.

Each route via Dalian has been taken as default and compared to other
possible routes with the same destination. For instance, there are three
routes to Shelton from Liaoning. The default route is Liaoning-Dalian-
LA-Shelton with 0.0 percent denoting no change in trade.

To its right is the Liaoning-Busan-LA-Shelton route with low-level
(1.4%) and high- level (2.0%) estimates of expected changes in trade.
These are expected increases in trade had the shorter Liaoning-Busan-
LA-Shelton route been taken instead of the default Liaoning-Dalian-
LA-Shelton route. It also shows a substantial increase of 23.7 percent
expected for the Liaoning-Sinuiju-Seoul route compared to the de-
fault Liaoning-Dalian-Incheon-Seoul route. The Jilin-Sinuiju-Seoul
route will also boost trade as much as 18.0 percent. Thus, it is evident
that all the countries have much to gain (as indicated in bluish color)
when traversing through North Korea on shorter international trade
routes. However, some routes such as the Liaoning-Najin-Tokyo
route are longer than the default Liaoning-Dalian-Tokyo route, and
this would result in decreasing trade (as indicated in reddish color).
Also, it is noted that for shipping goods to Tokyo and to Shelton
from Harbin, the routes via Vladivostok are, in fact, shorter by 9.4

percent and 1.9 percent, respectively, compared to Najin.
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Figure 3 shows the cumulative economic benefits to China’s north-
east provinces from the distance effect in trade with South Korea,
the United States, and Japan from 2015 to 2030. It is assumed that
the distance effect comes into play in 2015, and high-level estimates
in Figure 2 have been used. The median values are chosen, based on
historic data from 1998 to 2012, to work out future annual growth
rates in trade between each of Liaoning, Jilin, Heilongjiang provinces
and South Korea, the United States, and Japan. Basically, economic
benefits with the distance effect are subtracted from the ones without
for each year beginning in 2015 and ending in 2030. The cumula-
tive economic benefits for the 16-year period amount to USD 513
billion. A 95% confidence interval of the future annual growth rate
(in median) in trade is obtained for each of these 9 trading pairs (e.g.,
Liaoning-South Korea, Liaoning-the US and so on), and the lower
and upper limits are then determined based on these growth rates in
trade. In monetary units, these respectively correspond to USD 178

Figure 3. Cumulative Economic Benefits from the Distance Effect

between China’s northeast provinces and South Korea, the US and Japan from 2015 to 2030

Unit: $1,000 Upper Limit

Median Value

Lower imit

The US
230,286,807

South Korea

South Korea 556,897,664

South Korea

99,317,282 318,517,020

Japan

378,663,487

Total: 177,602,905
Total: 513,471,861

Total : 1,165,847,958

Source: Korea International Trade Association
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billion and USD 1.17 trillion. Simply speaking, the median value of
USD 513 billion is the additional amount in trade expected to be
generated in China’s northeast provinces purely from the distance
effect for the 16-year period in consideration.

China-Vietnam

Trade patterns between Vietnam and China’s neighboring provinces
to Vietnam were chosen for the purpose of comparison. Yunnan and
Guangxi Zhuangzu provinces have borders with Vietnam. Guang-
dong province, with the highest Gross Regional Domestic Product
(GRDP), is situated not far from Vietnam, as shown in Figure 4.

Figure 4. Map of China’s neighboring provinces to North Korea and Vietnam

Hedorgjang

g

Mygnm ar

Laos

Thadand

Veitnam

Cambodia

Source: Google Earth
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Figure 5 shows exports and imports in USD between China’s prov-
inces and their neighboring countries— North Korea and Vietnam.
It can be observed that trade for Guangdong-Vietnam is much larger
than that of Yunnan-Vietnam or Guangxi Zhuangzu-Vietnam be-
cause of Guangdong province’s sheer size of economy.’ It has far ex-
ceeded those of others. North Korea’s trade with China is low relative
to that of Vietnam even though there has been an upward trend.

The Guangdong’s GRDP in 2011 was just over USD 820 billion,
and this is about 1.3 times the combined GRDP of Shandong and
Hebei.

Figure 5. Exports and Imports for China’s Provinces (Unit: $1,000 in log-scale)
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Figure 5. Exports and Imports for China’s Provinces (Unit: $1,000 in log-scale)
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Source: Korea International Trade Association

Figure 6 has GRDPs for China’s nine provinces.® A simplistic anal-
ogy shows that Shandong and Hebei provinces should be export-
ing 10.3 times as much to North Korea, factoring in North Korea’s
population, and assuming it is at a similar stage of economic develop-
ment as Vietnam in 2011. It is very likely that, with the opening up
of North Korea, its trade with economically bigger Shandong, Hebei,
and Jiangsu provinces will grow faster, and can exceed those of Liaon-
ing, Jilin, and Heilongjiang provinces.
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Figure 6. Gross Regional Domestic Product in 2011 (Unit: $1,000)

1,000,000,000

900,000,000

800,000,000 —

700,000,000 .

600,000,000 —

500,000,000 .

400,000,000 —

300,000,000 .

200,000,000 — .

100,000,000 -~ — — —

0

Source: National Bureau of Statistics of China

Figure 7 shows North Koreas growing trade with Shandong, Hebei
and Jiangsu provinces, and if recent trends continue, these three prov-
inces can easily make up half the trade between China and North Korea
within a decade.” In 2012, just over 87 percent of both North Korea’s
exports and imports were with China, which is indicative of its growing
dependency on China for trade. Nearly 90 percent of trade between
China and North Korea was with the six provinces shown, and with-
in these, 42.7 percent was with Liaoning province, and Shandong,
Hebei, and Jiangsu provinces made up about 32.3 percent.

With the development of Changchun-Jilin-Tumen economic zone,
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Jilin province will certainly improve its share of trade with North Ko-
rea in coming years. Its GRDP growth rate of 13.4 percent in 2012
was higher than China’s GDP growth rate of 10.1 percent.?

Conclusion

[t is very likely that the opening up of North Korea will allow access
to shorter international trade routes from China’s Liaoning, Jilin, and

Heilongjiang provinces through North Korea’s territory directly con-

Figure 7. North Korea’s trade with China and other countries (Unit: $1,000)
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Source: Korea International Trade Association and Korean Statistical Information Service
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necting with the Pacific Ocean and South Korea. Figure 6 shows that
Jilin and Heilongjiang provinces are lagging behind Liaoning prov-
ince which has the advantage of having the port city of Dalian. These
two landlocked provinces and Inner Mongolia, though not consid-
ered here, can benefit when North Korea fully opens up. China only
has limited access to the port of Najin at present, but full access to
other shorter trade routes will reduce some of the burdens on the port
of Dalian. Therefore, it is evident that Chinas northeast provinces
will much benefit from having access to shorter international trade
routes that will increase trade with South Korea, the United States,
and Japan. This will address a disparity that exists between China’s
rich South and poor North.

North Korea is geographically surrounded by some of the largest
countries in terms of trade— China, South Korea, Japan, and Rus-
sia—which are listed among the 10 largest exporting countries in
the world.” The gravity model of international trade suggests that two
driving factors of bilateral trade between countries are its distance
and the size of their respective economies. Already fulfilling one of
the two factors or both, all the countries, including North Korea,
have much to gain from its economic reform if it strictly adheres to
international standards. In 2009, trade between China and North
Korea shrank with the approval of UN sanctions over North Korea’s
nuclear test, as clearly shown in Figure 7. The destabilizing effect of
North Korea’s nuclear programs must be resolved first as a necessary
step towards peace and cooperation in Northeast Asia. It is essential
for North Korea to gain the confidence and trust of other countries.
It is in the region’s interest to see a nuclear-free North Korea, to en-
courage North Korea to pursue a path towards adopting a Chinese
style economic reform and open-up policy, and realize for all a thriv-
ing economy in this part of the world.
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EGYPT 16
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4. Pew Rescarch Center, 2013 Global Attitudes Survey.
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