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物渉″ イF South KOrcan一 North Korcan tradc(1989-2002)(Uniti
USSl,000)

F″ タサ   %

ル 初  あ 警
丹み″務

る 物

E?θ ″

初

挽 渤

陥 物

%

rS/7z々r

拘筋〃    %
″″み   筋 ″ィr

1989    18,65う

1990    12)278   -34.2

1991   10),719   761.0

1992   162,863    54.1

1993   178,167     9.4

1994   176,298   -1.0

1995  222)855    26.4

1996   182,400  -18.2

1997   193,069     5.8

1998   92,264  -52.2

1999   121,604    31.8

2000   152,373    25.3

2001   176,170    1う。6
2002  271,575    54.2

69

1,188  1,621.7

5,547   366.9

10,563    90.4

8,425   -20.2

18,249    116,6

64,436   253.1

69,639     8.1

11う,270    6う.〕

129,679    12.う

211,832    63.4

272,77う    28.8

226,787   -16。9

370,155    63.2

18,724

13,466  -28.1

111,266   726.3

173,426    うう.9

186,592     7.6

194,547     4,3

287,291    47.7

252,039  -12.3

308,339    22.3

221,943  -28.0

333,437    う0.2
425,148    27.5

402,957   -う 。2
641,730    59.3

ソWあ″: These ftgures include bOth transactional and nOn_transactiOnal(1.c,,noncOIn―

mcrcial)tradc.

Sθ″rr2:KOTRA at http:〃www.kOtra,30・kr.

ああ″4 2  1 n t c r _ K O r c a n  t r a d c  f O r  t h c / c a r

prcccditlg and f0110wing thc OctObcr
2002 nucicar rcvclatiOn b/thc DPRK

(Unit USS milllon)

2θθF一θ2    2閲 2-θJ

OctObcr

NOvcnnbcr

Dcccmber

January
Fcbruary

臣【arch

A p r i l

May

JunC
July
August
ScPtcrllbcr

38.621

32.954

40.276

27.400

28.737

31.881

41.971

う6.280

28.668

26.402

39.478

62.255

97.944
126.6うう

74.060

47.397

41.351

39.431

37.985
42.415

う9.6う5

71.962

65.618

98.901

Sθ″rfF: Mllllst,′Of UniflcatiOn,RcPublic OF

KOrca ati ht〔P://ww、、lunikoreatgo.kr.

IN・  KOREAN ECONOMiC RELATIONS/59

standard cOl■linercial libcral cxPlanatiOns bccausc Of thc s″ガとr″′″ガ∫Charactcr of thc

rclatiOnshiP bcsvccl■thC ROK andthc DPRK■ 一at Oncc a littic rnOrc and a littic icss

than wO scParatc but ft11ly sovcrcign statcs. Rathcl‐7 a mOrc synthctic and eclcctic

thcOry oF intcr―KOrcan ccol1011■ic relatiOns is ncedcd,Onc that can bc sPccincd by

100king at dcvc10PmcntS in intcr―]Korean rclatiOns through thc icrlses Of cOnnict

managcmcnt alld ful■ctional cooPcratiOn,with nods alsO tO traditiOnal libcral and

rcalist thcOricso Wc concludとwith an assessment of thc ftlturc PrOSPCCtS Of inter―

Korcan cconolllic cooPcratiOn and a cautiOnary notc on thc rclcvancc Ofinvestrncnt

versus trade and thc fLlnCtiOnal signiflcance of intcr―Kbrcan social and cuitural

exchangcs,

ComPcting l・hcOrctical PcrsPcctiVCS and ExPlanatiOns

Thc starting Point 10r undcrstanding intcr―statc ccononlic rclatiOl■s has 10ng bccn

t h c  c l a s s i c a l  l i b c r a l  v i c w  t h a [ c x P a n d c d  t r a d c  i s  a  r c m c d y  f O r  w a r .“C o m m e r c c  c u r c s

dcstructivc Prcチ udiCes,ル MOntcsquicu wrotc.“ It Pollshcs and sOftens barbarOus

m o r c s . 1・ h c  n a t u r a l  e f f c c t  O f  c O m l n c r c c  i s  t O  l c a d  t O  P c a c c . " l  l V i O s t  O f t c n  c i t c d  i s

lnlmanud Kants PrOPttdOn that“ thc?″ カ ゲ びθ物 物 劣 σ′SOOner Or htcr takes hdd

Of cvery PcoPlC,and it cannOt cxist sidc by sidc with、 var.''2 EcOnOIIlic intcrdcPend…

cnce, dcFnOCracy9 and intcrnational organizatiOns cOnstitute Kal■tも[hrcc―cOrncrcd

construct of thc structurc of“PcrPCtual Pcacc," Frcquent rcfcrcncc is alsO madc tO
Nornlan AIngcll's sadly ironic PredictiOn in 1912もT/7′GTcaナI↓L"すわ″that war was

conccivabic undcr high ccOnOlnic intcrdcPcndcncc On1/as an act of collcctive irra―

tionallty9 a theOry quickly tcstcd by the outbrcak Of WOrid Wttr I。3卜在os〔rcccntiy9

Brucc Russet〔andJOhn oncal and Othcrs lavC fOldcd the cconOmic intcrdcPcndcncc

argumcn〔 into thc thcOry Of thc demOcratic PcacC tO Suggest thc apprOpriatcncss of

Kantも forlllulatiOn Of pcrpctual Pcacc in contcmPorary worid Politics.4

Thcsc libcral thcOrics rcly on an assumption that statcs are dcterred frOII■connict

b/fcar Of 10sing thc wcllarc gains thar comc with cxPandcd tradc and ccOnOrllic

intcrdcPclldcncc.Thc prctnisc is that highcr icvcis Of tradc will makc cOnnict incrcas,

in31y cOstly.5 Whilc thc libcral analySis is usually intcndcd for thc systcrnic icvcl,it

can bc applicd at thc dyadic icvci On thc Korcan PcninSula.Ptt thc DPRl(bccOmcs

incrcasingly rcliant On tradc、vith thc ROK,it bccOmes incrcasingly costly for thc

North ISOrcan govcrnmcnt to undcrtakc any actiOns that wOuld damagc this tradc

(and the aid cOrning from thc SOuth that is subsulncd undcr``tradc").A whoPPing

77.2 Pcrccnt Ofthc DPRKも cxPOrt tradc in 2002 consistcd Of intcractiOn with just

thrcc countries:JaPan(23.3 Pcrccnt), China(26.9 Pcrcent), and the ROK

(27.O perccnt).Likcwisc Ovcr half Ofits imports cOme from China,thc ROK,and
lndia.Badly in need of trading Partncrs,thc bcneFlts tO rnllitary actlon would nccd

tO bc Perccivcd as substantialin Order fOr NOrth Korca to undcrtakc an cndcavOr that

rllight intcrrupt thesc nOws,

The libcral argumcnt givcs insight intO wh/North Korca wOuld nOt act so as

tO hindcr Or dissuadc thc grOwing lcvc1 0f tradc with SOuth Korca,Howcvcら givcll
that tradc with North KOrca madc uP but thc mOst mcagcr 4mOunt Ofthc ROKも

S314 blll10n Of intcrnational tradc in 2002 and that, in tcrlns of quantiflabic
cconomic bcI■cflts,thc ROK gains littic frOm this tradc,thc libcral argurncnt dOes
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nOt PrOVidC sufFlcicnt cxPianation as to why SOurh KOrca continucs to cngage in

trade with thc NOrth,Nor dOcs it cxPlain the Origins ofthc trading relatiOnshiP aftcr

40 ycars Of prOhibitiOn of econOrnic intcractiOn.

TO begin answeriボg thesc qucstions,it is important to rcmembcr that with tradc
comcsガヴ ″2″竹・In his clasttc workハ物ガθ″″′拘″″″″〃 乃々多 物 彦,Albcrt

Hirschman dcmOnstratcs thc(lnauencc cttect''Of trade十一aS Onc country bccOmes

dcPcndcnt On tradc with anOthcr cOuntry2 the latter state has increasing inauence in

thc POlicy design ofthc fOrmcr state.OfcOursc,with incrcascd gains frOm trade comcs

incrlascd vuincrability to this efFcct,and a statc can avoid thesc vuincrabllitics Only if

it is has altcrnatc rnarkcts at its disPOsal,6 Thc DPRK thercfOrc ands itselfin a posl―

tion that,becausc it nccds thc ccOnorllic bcncrlts Of south Korcan tradc and aid,it

must bend in somc、vays to Southcrn suggcstions lor P01icy Changcs and ccOnOHlic

rcfOrms.Thc ROK rccognizcs this as wcll and undcrstands thc icvcragc that cOmes

with tradc.HOwcveL as cxPlaincd latc5 SOuth Korca is nOt using this icvcrage in a

manifcstly物夕θ″テルWay but rathcr in a mOre constructivc,cngaging manne丘

ContcmPOrary rcalist thcOrics Of intcrnational Political cconOmy draw sOme of

thcir cOnclusiOns frOm Hirschmant undcrstanding of tradc but cnd up in a sccll■―

ingly rnOrc rcductiOnist position.For rc』ists,statcs as sccuriりrnattilnizcrs havc a fear

Of incqualiりthat Can rcsuit frOnm trading gains;rcalist thcOrists PrOPOSC,that is,that

r c l a t i v c  g a i n s  m a t t e r . 7  F r O m  t h c  s o u t h c r n  s i d e  O f  t h c  D臣IZ, h O w e v c r , t h c  a b s 0 1 u t c

gains in thc North arc silnPly nOt large cnOugh to mattcr in thc way that realists

PrOPOSC,as amPly shOwn in tabic 4.3.Bン a siFnllar 10gic,thc DPRK cannot bcllcvc

that it is improvin3 the SOuth Korcan PositiOn through intcr―Korean tradc,giVCn

that it rcPrCSents such a tiny fractiOn Of tOtal SOuth Korean tradc.Bccausc the ROK

h01ds such a suPcriOr cconorllic and gcoP01itical POsit10n to thc DPRK,Scoul has nO

rcason to bc worricd that tradc with thc North will rcsult in a mllitary or cconomic

advantagc FOr Pyollgyang.'「hc realist ccOnornic analysis dOcs nOt apPly to thc dyadic

rciatiOns On thc Korcan PcninSula,and relativc―gains conccrns can bc disrcgardcd in
favOr Ofabs01utc ccOnOII■ ic gains FOr thc DPRK〕 sOmcthing that is rcgarded as dcsir―

abic in bOth Pyongyang,for rcasOns of rcgilnc survival,and ScOul,for rcasOns of

pcninsular stabiliりl By thc abscncc Ofthc dynarnic it proposcs,thC rCallst fl・amcwOrk

Of rclativc gains,1lkc its libcral cOutltcrPart,PrOVidCs sOmご intuitioll as to why tradc

continucs on the KOrcan PcninSula,but ncithcr Ofthc MO rnainstreanl intcrnational

relatiOns theOrics dcmOnstratcs why thc ROK is involved in such tradc in thc flrst

Placc or why itis willing tO ignorc NOr〔hern rnilltary,rlrst p01lcy Posturingo Whcthcr

rC,CCtCd Or acccPtCd,Cach dcscribcs a 10gic as to why thcre is an cnvirOnmcnt in

which tradc can PcrSiSt but dOcs nOt providc a logic as to why it actually dOcs,

Thc prObicm with both thc libcral and the rcalist rciativc‐gains vicws of intcrlla―
tiOntt tradc in iOOking at KOrca is〔 hat thcy rencct uPon thC imPact Of tradc withOut

considcing thc Lrgcr qucsdons Oftts Orittns and the posttbhり Oftts nOn… 物 夕θ″″

stratcgic use. Not surprisingl乃  thcOrics that incOrPoratC CCOnOttlic rciatiOns into a

broader PcrSPCCtiVC PrOVidC mOrc lcvcragc in cxPlaining why inter― Korcan tradc

cmergcd 15 ycars ago and why it cOntinucsin the ttcc Ofmutualsccurity Concerns.Thc

dyadic trade bcing witncsscd beNミ cn NOrth and SOuth KOrea can bc rccOIlccPtualized

b y  1 0 0 t t n g  a t  i t  t h r O u g h  t h c  i c n s c s  O f t t n c t i O n 狙もm  a n d  c O n n た t  m a n a g e m c n t .

E〉esPitC Variations in usagc,classical functlonalisII■as lorrnulatcd by its icading

cxooncnt,David Aだifrantt is in cミミence tt nfFミrrinfinn fnr a uァ.1偽rF_∩riβぃ十βtt annrnarh
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物 み″ イ,J COinParisOn Of ma)Or cCOnomic indcxcs Of NOrth and SOuth Korca(2002)

酵びル洗″方Q饗? し物ル 脇渤 陥物 ω  齢 ″務る物 の  И fβ
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5あ″″●否:ROK Mhisttt of Ullincation and UN Docs,用 Rcs/〕う/5B(Dcccmbcr 23,2000)and

ST/ADM/SER.B/う 68(Dcccmbcr 26,2000).

to worid ordcr. FunctiOnalisln 100ks at that dOmain Of intcrnational llfc that is

assumed to be intrinsically FnOrC CooPcratiVC than cOnaictuali thc dOmain Of giobal
``10w P01itics.〕' Conccrncd with anding OPcnings within civil sOcictics as wcll as

b c t w e e n  s t a t c s  a n d  c i v l l  s O c i c t i e s  f O r  a  d i f f e r c n t  s O r t  o f  w O r i d  O r d c r 一

一

〇 n e  c a P a b l c  O f

sustainintt pcacc ovcr tirllc一一this apprOach cnvisions an inexorabic mOvc of thc srare
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systcm frOm a mOdc1 0f tcrritOrial cOnnicr t。 。nc Of transnational(nOn― tcrritorial)

COOPCrativc ncsvorks ofsOciO― 血 nctiOnal intcrdcPcndcncc.11l csscncc〕 ftlnctiollalism

SCCS the tCrritOrial st■ tc systcm as incaPabic Of rcsOlving bOrdcricss sOcial and

ccononlic PrObiCHls and sccks tO bulld functiOnal institutiOns uPon sOCial intcrcsts

rathcr than uPOn statc intcrcsts.``PCaCc wlll nOt bc sccurcdギ
'WIitrany argucd,

if wc Organizc thc wOrid by what dividcs it.But in thc rllcasurc in which such Pcacc_

bullding activitics dcvc10p and succccd,Onc Hlight hOPc that thc mcrc prcvcntion Of
c。【lnict,crucial as that nla/bc,、vOuld in tilnc Fall tO a subOrdinatc Placc in thc schcmc
Of irltcrnational things,、vhilc wc wOuld turn tO、vllat arc thc rcal tasks Of Our cOrlltlloll
sociclァ__tllC COnqucst of Povcrり/and Of discasc alld ofignorancc.8

1n 4ヽitranyもvisiOn,thc nation―statc would bc subverted it■dircctly and n■adc irrcl―

cvant through intricatc ncnvOrks of trans,tcrritorial sOcial and ccOn01nic intcrdc―

Pendencc, Whilc cOlninitted tO wOrld Pcacc as thc ulrilI■atc cnd, fllnctiOnalisl■

attacks social and ccOnOnllc causcs ofwar thrOugh an incrcmcntal“Pcacc by・PicccS"
aPPrOach.Thc 10gic Of ftlnctionalism is that thc prOmOtiOn Of wcl島 re icads tO thc

PreVCntiOn ofwarFare by elil■linating thc 10ng―tcrin undcriγing causcs ofwar.

W`〆hllc 在ヽitran/and his 10110wcrs sPokc OffLlnCtiOnalisltI■aS bClllg built at thc intcr…

national icvcl,thc ideas ccrtainly havc aPPlicability at thc dyadic icvel.ヽ/icwed in a

飽nctionalist rnannch intcr―Korcan cconoll■ic rclatiOns can bcttcr bc sccn as Part Of a

conscious Plan一一clcarly on thc Part Ofthc ROK and cOnccivably on thc part Of〔hc

DPRtttO dcve10P tics bCSVCcn thc NOrth and thc SOuth,tO promotc contacts arld

interactiOn)and tO bridge thc sOcial and cultural gap that has grOwn bcMccn hvo

halvcs Of a dividcd PcOPic Ovcr avc dccadcs Of hOstilc scParatiOn, Intcr… KOrcan

CCOnOFniC relations arc in man/、 vayS not at all abOut ccOnOrnics but abOut rcconcili,

ation and thc reductiOn of POlitical and lllilitary tcnslons.As I■lrschl■an dcscribes,

brOader inaucncc comcs fl・oIIl trading rciatiOns,Thc innucncc inhcrcnt in intcr…

Korcan econorllic rclatiOns, whilc in sOmc ways thrcatcning to thc wcakcr NOrth

Korca)also cOntribu〔cs tO cOnfldcncc―bullding tllcasurcs tllat arc a part ofdcalll■g with
thc largcr sccurity issuc.9 Thc funct10nalist sOlutiOn sccIIls PartiCularly aPPrOpriatc to

Korca bccausc of小江itranytt bclicfthat the grOwth offuttctlonallinkages wOuid lcad tO

a changc ill popular attitudc rcgarding thc“us vcrsus thcn■
))dynalnic,such that PcOPlc

wOuld bc、villing tO 100k bcyond the bOundarics Ofthc statc.10 0n thc Korcan Pcnil■―

sula,100king bcンOnd the bOundarics Of thc nvO cxtant states in a cOn〔allled scnsc

mcans looking toward thc rcuniflcatiOn Ofthc Pcninsula and Ofthc Korcan nation.

Cohcrcnt with a brOad ttnctiOnalistschcmc is a cOnnict managcmcFlt aPPrOach.11

connict managcmcnt al10ws fOr dyadic intcractions at multiPic icvcls.ThcrcfOrc)

、vhcrcas thc libcral and rcalist fl・amcworks sccm tO suggcst a dircct causality bctwccn

cconornics and sccurity9 kccPing an Cyc on connic〔Illanagcnlcnt icts ecOnOrllic rcla―

tions cOntinuc in thc Facc Of cOntrasting dcvc10Pmcnts in thc traditiOnal sccurity

rcalrn,Thc ROK)ifOPcra〔 ing under a cOnllict rnanagemcnt PcrSpectivc,can lnakc a

consclous dcclsiOn tO Continuc cconolnlc lnteraction in thc ttce Of thc DPRKも

surprisc annOunccmcnts about its nucicar prOgram and in thc facc Of naval

incurs10ns into ROK watcrs.1｀hcsc scCrningly vcry ncgativc Occurrcnccs arc ill Part

tllitigatcd by lnOrc POSi[iVe Occurrcnccs ciscwhcre in intcr―KOrcan rclatiOns,such as
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0rl thc ccOnorllic FrOnt,Connict managclllcnt dissccts an a11-or―nOthing sccuriリ

envirOnmcnt and crcatcs varicd Pathways Of cngagcmcnt and rcsPOnSe.

AI1 0dd Pattcrn Fmergcs frOm iOOking at thesc theOrctical cOnsidcratiOns.In thc

COHllnuniSt statc that shOuld be drivcn by idc010gyj ecOnOnlics、 vOuld sccn■ tO bc

Piaying thc driving rOic in intcr―Korean econonlic relatiOns,whilc in thc caPitaliSt

statc that shOuld bc dr持ctt hy cconomics,a funcdOnalるt idcO10gy and a Pragmadc

conaict management aPPrOach h01d sway.Thc traditiOnal libcral incchanisrl■by

which tradc PrcvcntS COnaict becausc Of a ratiOnal cost_bcneFlt asscssrncnt docs wcll

tO eXPlain why the DPRK cannOt risk PrOvOking ScOul tO thc POint whcrc it rnight

cut Off burgeOning ccOnornic rclatiOns,llnPlying that thcrc arc lllnits to thc Pattcrns

Of its current hostility and that PンOngyang may,ust be testing thc bOundarics Of
COOPCrationo On thc othcr sidc Of the cOin,inter… KOrcan tradc ariscs as an cxccP～

tiOnal casc in rcalist theOry in which thc statcs arc not dissuadcd fl・Ona engaging cach

othcr becausc Of relativc_gains cOnccrns. Functionalist and cOntlict lllanagcmcnt

idcas cxPlain why the ROK is willing io continuc to PursuC intcr―Korcan rclatiOns in

the Facc of var10us mllitary provOcations by the DPRK.

In a morc strictly ccOnOrllic vcin,Nich01as Ebcrstadt argucd in 1994 that South

Korca can choOsc tO purSuc a strategy of“ raPPrOchCmcnt thrOugh tradc'〕 bccausc thc

NOrth Korcan cconomic systcm Ob,cctiVely nccds inputs that the SOuth can PrOvidC,

bccausc thc DPRK recOgnizcs its dccP cconOmic diFncultics〕bccausc thc ROK has a

growing necd for a low―wagc labOr ttrcc,and bccausc Ofthc succcss of2Mルタθ″ガ″in
thc carly 199os in using ccOnOFniCS tO brokcr raPPrOchcmcnt with cOlnIIlunist statcs,

Hc alsO nOted,howeve5 that thc POssibllity of tradc and invcstrncnt relationships

that are rnutually bcncFlcial frOIn a stricdy ecOnOnlic standPOint is constrained.12 But

in thc Past ten ycars,tradc has rnOrc than tripled;clearly thc cOnstraints imposcd by

ccononlic benerlt corlccrns arc bcing ignored Or surIIlountcd. Thc ftlnctionallst

cxPlanat10n f11ls in thc IIlissing PieccS, althOugh uitilnatcly it is unclcar hO、v&とr

llarkct illtcraction bcnvccn North and SOuth KOrea might gO Or wherc it inight hit

a rOadb10ck,Thc Fact that intcr―KOrcan cconolnic rclatiOns havc bccn iargcly statc―

drivcn and statc―inodcratcd,IOr instancc,imPllcs that an cntircly diF&〕rcnt dynalnic

might rcsult undcr a mOreあ 施銘レグ″lnvironmcnt.As dる cusscd later宙sも―vるintcP

KOrcan invcstmcnt,issucs in the sccurity rcalm cOuld havc a larger impact if nOt fOr

thc currcllt ciosc cOntrol and crOss―issuc cOOrdinatiOl■by thc ccntral govcrnmcnt in

the North Or in the SOuth.Evcn with thcse cavcats,howevch the dcvc10Pment Of

intcr―Korcan rclat10ns sincc thc cnd Of thc COld War has bccn rcmarkabic,and thc

r01c Ofintcr_Korcan cconoII■ic rclatiOns一一and in the facc OfrI■ilitary ProvOCations by

thc DPRK― is quitc nOtabic.As thc evidcncc shOws herc,tradc bcnvccn NOrth and

SOuth Korca scrvcs a runction in lurthcring relatiOns and craftillg Pcacc.

Intcr―Korcan Tradc

Thc arst tradc bewecn thc ROK and thc DPRK,as noted carlicr,was purcly

s/mb01ic:it was accol■lPliShed bccausc it could bc and bccausc i〔was imPrcsSiVC that

it cOuld bca SOuth KOrcan Prcsident Chun Doo Hwan had raiscd thc idca Oftradc in

August 1984, lcading tO talks that c01laPsed MO yCars iatcr. Only with thc

cross―bordcr shiPment Of artistic Products in 1989 was in〔cr―KOrcan trade truly
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inauguratcd.But as tradc dcvc10Pcd Ovcr the 199os,1[bcgan tO havc sOmc cconol■lic
mcaning in additiOn tO its cOntinucd symb01ic imPOrtancc.Gold,zinc,and iron werc

品 協 艦 鷲 :鑑 岳鋪 粘 と艦 温 貴

m hCN研 品対 cr tllc航より9偽,a3ri―
:o top thc list,In 2002,allinlal prOducts__

mainly scafOもd__wcrc thc largcst NOrth KOrcan cxPOrt On a valuc basis.ハs Flgures 4,1
and 4.2 shO、略 intcr_KOrcan〔radc was vcry strong during thc ycars iust bcforc thc
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Asian Financial Crisis Of latc 1 997.Trade Fell substantially bccausc Of thc crisis bu〔

thcn saw a tcrriFlc rcbOund in 2000 that was associatcd with thc intcr―Korcan

s u m m i t  o f J u n C  O f  t h a t  y c a r . T h c  J O i n t  D c c l a r a t i O n  P r o d u c e d  b y  t h a t  s u m m i t  w a s

COnSPiCuously sllcnt On sccurity and lnilitary issucs,in cfFcct anointing econornic

relatiOns as thc Practical Pathway fOr the dcvciOPment Ofintcr…KOrcan rciatiOns,

The mOst imPOrtant dPvetOPment has bccn the quick grOwth Of PrOceSSing― on―

cOmmission(POC)trade,which inv01vcs SOuth Korcan companies sending raw

matcrials nOrth and thcn rcirllPOrting Flnishcd Or scrlliflnished PrOducts.This allows

SOuth Korcan companics to takc advantagc of chcaPcr labOr in thc NOrth, sincc

rising wagcs in thc ROK have lnadc PrOductiOn icss PrOrltabic thcrc,As indicatcd in

ngurc 4。3,POC tradc bcgan lnodcstly in 1992 and rocketcd to Onc…halfOfall trans―

actional tradc in 2002.

POC tradc is cOmparabic tO Mcxican物 ″
夕″″ああ ″ j― bOrdcr factOries that cxPOrt

dircctly to thc Unitcd States.ル 物 夕″ブああ /ZJ are rcsPonSible fOr nearly onc mllliOn,ObS

in lVIcxico and accOunt for$40 bill10n in cxPortS,Onc― half Of McxicOも tOtal,indicat―

ing thc possibllitics that rnigh〔lic in store FOr North Kbrca in the futurc,13 For South

Korcan comPanies,POC tradc OfFcrs the grcatcst cconOInic bencat.Bcsidcs thc bcnc…

Flt Of chcaPcr iabOr than in thc ROK or cven China,thc ROK govcrnmcnt classiflcs

tradc wFith thc DPRIt as″″,協―Korcan tradc,and thcrcfOrc dutics and ruics that wOuld

apply under WOrid Tradc Organization statutes can be avOidcd,14 POc tradc alsO

i m P l i e s  t e c h l l o 1 0違γ a n d  i n f O r m a t i O n  t r a n s t t r . M a n / O f t h c  P O C  P l a n t s  t h a t  h a v c  b c c n
cstablishcd usc SOuth Kbrcan nlachincry and suPcrviSOrs. By 2003,South KOrcan

companics wcrc inaking shOcs,bcds,tclcvisiOn scts,and rllcnもsuits in thc North.15

PO(C tradc a10nc is a rcmarkablc dcvciOpmcntin intcr―Korcal■rclat10ns givcn that

it rcquircs rnorc and dccPcr cOIIIInuniCatlon than wOuld incrc cxchangcs Of flnishcd

prOducts across a bordctt lt al10ws,refcrring tO the fl・aincwOrk abovc,mOrc Func―

tional linkagcs bch、「cCn thC wO cOuntrics,Thc willingncss of〔 hc North KOrcan
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dcPictcd in agurc 4.2,non―transactional tradc has sccn grcatcr and stcadicr grOwth,

althOugh grOwth in bOth catc80rics has bccn cOncurrcnt,Pointing to、vard thc cxis―

tencc of a brOadtr PrO,cCt OfinteriOcking rclatiOns and nOws.

To a certain cxtcボt,cven thc transactional tradc is a FOrrl■of aid.Becausc ofa lack

Of hard currcncンthC DPRK cannot imPort SOuth KOrcan goods tO thc cxtent that

i t  m i g h t  l l k c , a n d  s O  t h e  R O t t  m a i n t a i n s  a  t r a d e  d e n c i t  w i t h  t h c  D P R K  i n  t c r m s  o f

transactional trade,althOugh if nOn―transactional tradc is includcd,tradc sincc 1998

has tcchnically yicldcd a surPlus fOr thc ROK.Clcariンgiven thc PrOPOrt10n of thc
ROKも total tradc that cOnsists of intcr―Korean tradc,this tradc deacit is not flscally

signincante with the DPI尊にも2002 ad)ustmcni ofits cxchallge ratc frOm 2.l DPRK

won to thc dollar tO abOut 900 won Pcr d01latt the balallcc Of PaymcntS iS likcly tO

bc rnorc rcncctivc of actual valuc and worid rnarkct currcncy ratcs,19 Noncthcicss,

the Fact that SOuth Korca is imPorting morc than it cxPortS imPlies a bolstering of

thc Northも fOrcign exchangc rcscrves, and South KOrea has bccOme the largest

provider of hard currency to the DPRK,which it uses to Purchasc indisPcnSabic
iFnPOrtS Fi‐om othcr cOuntrics. In Novcmber 2003, thc lntcr― Korcan EconoIIlic

Promotion Cornlnittcc agreed to bcgin cOnducting lnore cmcicnt sctticment cicar,

ancc transactions on a trial basis in 2004(scc#38 in table 4.4).20

As Mlarcus Noland nOtes in regard to thc Sunshinc P01icy offOrrllcr ROK Presiden〔

K i m  D a c J u n g , t h C  R O K t t  w l l l i n g n c s s  t o  p u S h  t r a d c島即 a r d  a n d  t o  p r O v i d c  a i d  u n d c r

thc guisc of tradc is Part Of an undcrstanding that the SOuth iacks thc ccOnOHlic,

social,and Political caPacity to handic a collaPsc OfthC NOrth,making PcacCnェi cocx,

lstencc a PrCfCrabic statc.In addition,whilc thc ROKもtraditiOnal reuniflcat10n Policy

Put an allnost cxcluSiVc cmPhasis On high-lcvcl governmcnt―to―gOVCrnment talks,thc
Sunshinc POlicy sOught to cncouragc nonofflcial cOntacts,As Noland Obscrvcs,thC

Sunshinc P01icy aiFnCd tO crcatc``a sct ofintcrdcPcndcncics thatin thc 10ng run wOuld

discOuragc thc North frOIII cxtcrnal aggrcssion and PcrhaPs cvCn PromOte thc intcrnal

transformatiOn Ofthe rcgimc."21 Thc thrccfOld incrcasc in trade ovcr thc tcrm OfKim

Dac Jungも Prcsidcncy frOm S221 mllliOn in 1998 to S641 mlll10n in 2002-一
is

indicative of thc succcss of thc Sunshinc POlicy in this rcgard.

Within a ftlnctiOnallst framcwOrk,it is not incrcascd tradc a10ne that rnakcs thc

dittrcncc.Nor is it,ust thC incrcasc of aid with tradc that is nOtablc.Key to bOth

thc runctionalist schcrnc and thc Kantian vis10n,and imPlicit in thc usc Of tradc as

a t001 0f cOnnict inanagcmcnt,is thc idca that tradc brings with it cuitural,sOcial,

and idcO10gicai nows and changcs.At a purely technical and PragmatiC level, the

growth in tradc and the rccOgnition of Possibic tradc bcncrlts has ied tO a dcgrcc Of
economic rcform in the DPRK.A ScPtcmbcr 1998 constitutional rcvision mentions
`(PriVatc PrOPCr事

f'“matcrial inccntivcs,"and“cost,pricc and PrOflt"in a document

that Othcrwisc rcads ttkc an OrthOdox manifcstatiOn Of thc DPRKも ブ″筋′Phi10sO―

Phy.22 FurtheL Pyongyang has bccn sending Partisans abrOad一
-430 in 2001-一 to

study ccOnOrllics and business adrllinistration, and in 2003,〔hrcc fact―flnding

mるsbn s  w c n t  t o  V i c t n a m  t o  s t u d yれs c c o n o m i c  r e t t r m s . 2 3  A s  n g u r c  4 . 5  h d c a t c s ,

with visits frOm〔hc North tO thc SOuth bcginning in 1999,thc null■ber of DPRK

citizcns whO have bccn tO thc ROK has grOwn tO a levei that whilc still smttl is

noncthcicss quitc rcmarkable.In July 2002,thc North Korean regilnc announccd
maiOr Changcs in its cconOmiC Policyl including PricC Changes,which in largc Part
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tilrec POst'Su町llnit Phascs.FrOrll the date Of thc sulnillit through thc clld Of 2000,

thcrc、vas a nurry of cross,bOrdcr activity with iluincrOus dcicgatiOns travcling in

bOth dircctiOns,culininating in the Four agrcements of Dccember 16,2000,on the

rcs01utiOn of col■lmとrcial disPutcs,thc Prcvention of double taxatiOn,transactions

cicaring sctticmcnt,and thc PrOtcCtiOn ofinvcstincnts.An 18-II■onth hiatus cnsucd,

cOinciding with the arst yCaモand a half Of thc CcOrge WにBush prcsidency in thc

Unitcd Statcs,In this sccOnd Phasc inter―KOrcan dialoguc stallcd and inter―ISorcan

tradc drOPPcd,as scen in ngurc 4.1.Thc third Phasc bcgan in August 2002 with a

nurry ofagrccments,many having to do with crOss―bOrdcr rOad and rall conncctions.

助み″4イ ChrOno10gy Of lnter_Korean agrccmcnts,1972-2003(as of NOvcmbcr 2003)a

材     D″ ″
b Pあご″ Иダ″″″″′

07/0/4/72

12/13/91

01/20/92

02/19/92

03/19/92

05/07/92

05/07/92

05/07/92

09/17/92

09/17/92

South一North JOint communiquこofJuly 4)1972

Agrccmcnt on RcconciliatiOn,Non―aggrcssion)

and Exchangcs and Coopcration Bcwccn SOuth

and NOrth Korca(Thc Basic Agrccmcnt)

J o i n t  D e c i a r a t i o n  O f t h c  D c n u c i c a r i z a〔l o n  o f t h e

KOrcan Pcninsula

Agrccmcnt on thc Composition and OpcratiOn

o f  S u b c O m m i t t c c s  f l・Om  S O u t h _ N o r〔h

High…Lcvcl Ncgotiations

Agrccrl■cnt oll thc Esrablishmcnt and OPcratiOn

O f a  S O u t h 一N o r t h  J O i n t  N u c l c a r  C O n t r o l

C o m m i s s l o n

Agrccment Rcgarding thc Establishmcnt and

Opcration of a South_North JOint Mllitary

COmmlss10n

Agrccmcnt Conccrlling thc Establishmcnt and

OPCrat10n Of Souti卜_North LialsOn Offlccs

Agrccmcnt on thc Establishmcnt and OpcratiOn

Ofa SOuth_NOrth JOint commission fOr

Exchangcs and CooPcration

A g r c c m c n t  o n  t h c  C o m P o s i t i O n  a n d  O p c r a t i O n

Of a SOuth一 North JOint Rcconciliat10n

COmmiss10n

PrOtOc01 0n thc lmpicnlcntation and Obscrvancc

Of chaPtcr 3,SOuth_NOrth Exchangcs and

CooPcratiOn〕ofthc Agrccmcnt on

RccOnciliation,NonaggrcssiOn and Exchangcs

and C00PcratiOt■

PrOtOcO1 0n thc IInplcmentation and Obscrvancc

OF chaptcr 2,NOnaggrcss10ぃ,Ofthc Agrccmcnt
on RcconciliatiOn,N01laggrcssion and Exchangcs

and COOPcrat10n

09/17/92
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12/16/00
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08/30/02
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11/09/02

01/22/03
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Panmunチom

P/ongγang

Mt.

Kumgang

Pyongyang

P/ongγang

Pyongγang

Pyongyang

M〔 .

Kumgang

Scoul

Mt.

Kumgang

Mt,

Kumgang

Mt.

Kumgang

Pyongγang

Mtt

Kum3ang

PrOtOc01 0n thc lmPicmcntatiOn and Observancc

of chaptcr l,RccO1lCiliatiOn,ofthc AgrccmcR■t of
RccOrlciliatiOn,NOnaggrcssiOn and Exchangcs

and COOPcratiOrl
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A g r c c m c n t  O f t h c  P r O c c d u r c  f O r  H 0 1 d i n g  a

Summit障 Iccting bc師′ccn SOuth and
NOrth KOrca

South一NOrth Agrccmcllt(on summit Mcctil13)

Agrccmcnt On Working PrOccdurcs ttr

linPIcmcnting thc Apri1 8 5outh_North

Agrccmcnt On llltcr_KOrcall Surllinit

South_NOrth JOint DcdaratiOn

Agrccmcnt tO Exchallgc /ヽisits by ScParatcd
Farllilics,Establish and OPcratc a Rcun10n

Ccntcr a【ld RcPatriatc l」1lcOnvcrtcd
LOng―TcrHl PrisOncrs

Agrccmcnt On Proccdurcs fOr Rcs01utiOn Of

COmmcrcial Disputcs bcnvccn thc South

and thc NOrth

Agrccmcnt On PrcvcntiOn Of Doublc TaxatiOn Of

lncOmc bcNecn thc SOuth and thc NOrth

Agrccment On Cicaring Scttlcmcnt bcぃvccn thc
South and thc NOrth

Agrccmcnt On lnvcstincnt ProtcctiOn bctwccn thc

South and thc North

Agrccmcnt On NOrth KOrcaもParticiPatiOn in

Pusan Asian Camcs(Asiad)

Agrecmcnt at thc SccOnd Mcctin3 0fthC Intcr_

Korcan EcOnOlnic COOPcratiOn PrOrllotlon

Committcc

Agrccmcnt at thc Fourth lntcr―KOrcan
Rcd CrOss M【cctillg

Agrccmcnt On PrOvisi01l of Matcrials fOr

lntcr―Korcan Linkagc

Agrccmcnt Rcachcd at thc Firs〔ROund Of
WOrlting→Lcvcl Talks On lntcr_KOrcan Railways

and Highways

Agrccmcnt at thc Third lntcr―Korcan EcOnoinic
COOPcratlOn PromOt10n Corllinittcc

Agrccmcnt Madc at thc Third SOuth_NOrth

K o r e a n  R c d  C r o s s  W O r k i n g―L c v c i  C O n t a c t
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協あ″4イ  Contillucd

動 か Ptac″ を ″`物 ′″″

01/2う/03

01/27/03

05/23/03

06/09/03

07/04/03

07/31/03

08/28/03

10/28/03

11/08/03

11/21/03

PyOngyang

Panmun,om

Pyongγang

Kacsong

Munsan

Kacsollg

Scoul

Kacsong

Pyollgyang

Mt,

Kumgang

ABrccment Madc at the Sccond Mccting of

WOridngャLcvci COnsultatiOns on thc Conncctlon

Of SOuth一NOrth Railways and Roads

An lntcrim Mllitary Cuarantcc Agrccmcnt for

thc Usc Of TcmPorary Roads bcwccn South一

North Contr01 Zoncs in thc Eastcrn and Wcstcrn

Coastal Districts

Agrccmcnt rcachcd at thc cnd ofthc Fifth

Mcetin3 of lntcr―KOrcall Econoll■ic C00pcratloll

Promotion COmnllttcc

A3rccmCllt On COnncctlon OFInter―Korcan Ralls

and Roads

Third Mcctin3 Agrccmcnt On Conncction of

lntcr―Korcan Rails and Roads

AgrccmCnt of Sccond Mccting oflntcr―Korcan

Consuitatioll on EcOnOrllic CooPcratiOn

Systcm

Agrecmcnt rcached at the cnd ofthc Sixth

Mccting ofthc South一North EconOrllic

CooPcratlon Pronlotlon COrllinittcc

Agrccmcnt of Scvcnth Working― Lcvci COntact on

Conncction of intcr―Korcan Rallwa/s

and Roads

ABrccmCnt of Sevcrlth N4tcctitlg of intcr―KOrcan

E c o n o m i c  C o o p c r a t i o n  P r o m o t i O n  C o m m i t t c c

Agrcclncllt fl・oin thc Scc01ld lntCr―Korcarl

Rcd Cross l醐ks

a AgrccmCnts bctwccn thC DPRK and KEDO(of whiCh thc ROKお a mcmbcr)as Wcn as numcrous

b皆魚挙∬縦裾道i'品群red.
Sθ″″夕:The ROK Ministry of Unincation at httP://wwwtunikorca,go.kr.

Thc fact that this third Phasc continucd thrOugh thc DPRKもnucicar rcvclatiOns Of

OctObcr 2002 sPcaks to thc strcngth of thc Ftlnct10nal rclations bcwccn thc nvo

KOrcas.Consistcnt with a cOnaict rllanagcmcnt apProach,Scou1 0ptcd to cOntinuc

its dia10gucs and the issuancc of formal agrccmcnts with thc North desPite the

rcvived sccurity challenge Of nucicar Pr01lferatiOn.

The agrccmcnts on roads and rallways arc indicativc Of onc Of thc PrOblclns Of

CXPandillg tradc with thc DPRK:thc iack Of infrastructurc.Bccausc ofthc undcrdc_

vc10Pmcnt Of transPOrtatiOn infrastructurc in thc North and thc lack of connections

a c r o s s  t h c  D M Z , P r c s i d c n t  K i m  D a c  J u n g  P r o c l a i m c d  i n  M a r c h  2 0 0 0 , i n  a  s P c C C h

dubbcd thc Bcrlin Dcciaration,((【s reahzc rncanin3fLli CCOnOHlic collaboration,thc
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social infrastructurc,includillg high、vays,harbOrs,rallroads and clcctric and cOrllinu…

nicatiOns ttcllitics,lllust bc cxPandcd....Tl■c GOvcrt■Incnt oftllc RcPublic OfKorca
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ln〔er―Korcan tradc has scrvcd an ccOnorl■ic PurPOSC fOr North Korca and a

brOadcr functiOnal PurPOsc FOr SOuth KOrca.Uitimatcitt hOwcvcL intcr…Kbrcan tradc

is cOnstrained by scveral structural ttctOrs.Both PrOductiOn ttcillties and infrasrruc―

turc in thc DPRK arc dilaPidatcd and in nccd OfscriOus uPdating.Pyongyangもlack

Of hard currency rcscrves rncan that it cannOt import as rnuch as it Otherwisc rllight

frOm the ROK,and bccausc of the statcも contr01 0f thc ccOnOmy and the gcncral

POVCrty in thc cOuntrtt therc arc nO frcc dOmestic rnarkcts 10r South Korcan Prod―
ucts.To incrcasc the cttcicncy of〔radc and thc、vlllingncss of SOuth Korcan compa―

nics tO engagc in tradc with thc DPRK,Pyongyang will necd tO continuc rcvising its

iaws,institutiOnalizing its cOmmercial practiccs,alld demOnstrating rulc Of l慈、FOr

ScOul tO cOntinuc using trade in a functiOnal wayp it Wili need tO sec PrOgrcss of this

sortin thc North.出【arcus Noland calculatcd that thc nOrinalization oftrade bcwccn

thc two Korean states一一as ifthcywcrc just hVO COntiguous statcs in the intcrnational

systcm  wOuld imply that 35 Pcrccnt Of thc DPRKtt tOtal tradc v01ume wOuld bc

with the ROK;this icaves rOOm for currcnt tradc tO allnOst dOublc and imPlics an

incrcase Ofsigniflcantly mOre if thc DPRK cconorn/irllPrOVCS,29

1ntcr― Korcan lnvcstrncnt

Thc PrOspccts for inicPKorcan invcstmcn〔)howcvcL are lcss cicaェWhilc thc DPRK

ccrtainly nccds invcstincnt to thc samc dc8rcc that it nccds tradc―一if nOt tO a grcater

dcgrce__ROK flrlns,csPCCially thc chacbOls,arc icss willing to PursuC invcstincnt

givcll unccrtaintics surrounding thc ratc Of rcturn,1lquidityp and uitima〔c safcty of

any investrncnt il■thc NOrth.Estabttshing thc ccOnOrnic institutions FOr tradc tha〔

PrOVidC thC ncccssary PCrccPtiOn oF ccrtaillty has becn difflcult cnOugh;cstablishing
institutions that will makc invcstors fccl sccure in NOrth Kbrca is cvcn inorc Prob―

lcmatic,SOuth Korcan illvestOrs have bccn cOntcnt thus lar tO Obscrvc thc North as

a potential invcstincnt PartnCr and not actually tO illycst in it,30 Noncthcicss,thcre

is cvidcncc Of tcniativc invcstincnt by SOuth Korean companics,and thc KttcsOng

lndustrial COmPlex rcPrescnts the DPRKもlatcst and bcst push tO catalyze SOuthcrn

invcstmcnt.Givcn thc DPRKも status as self―stylcd sOcialist hcrmit kingdOm in thc

giObal ccOnOmic systcm)ROK inves〔 mcnt rcmains NOrth KOrcゴ s bcst hOPc fOr

capturing F10ws Of PrOductivc invcstincnt.

Inter― KOrcan invcstrllcnt has nOt Only lackcd thc svO― way aOws of irlter― KOrcan

tradc but has als0 1acked thc PrOgrcssivc tiIIlc fl・amc Ofthat tradc,Only aFter Kim Dac

Jung inauguratcd thc Sunshinc P0119/was thC POssibllity of invcstmcnt in North
Korca efFcctivcly oPcncd.Kirl■relnoved thc uPPcr lirnit On thc amOunt ofinvestlncnt

POSSibiC fOr SOuth Korcan comPaniCS, a110wcd fOr investIIlcnt in all flelds unicss

strictly PrOhibitcd(aS oPPoSCd tO II■ aintaining a list Of thc Only acccPtablc scctOrs FOr

investmcnt),and simpliacd thc aPPrOval PrOccSS・ Yct a sulvcy two― and・ a,half ycars

iatcr fOund that ROK comPttniCS WCrc alarmcd by thc iack Ofinstitutional framcwOrk,

thc POssibility ofdOubic taxat10n,and thc impOssibllity Of investIIlcnt guarantccs,31
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Thcsc cOnccrlls havc bccn addrcssed both at thc dOmcstic lcvcl within thc DPRK

and at thc dyadic icvcl.COngrucnt with thc iaunch Of thc Sunshinc P01icy in the

SOuth,thc DPRK PrOmulgatcd its 1998 Constitution and then threc subscqucntia、 vs

fOcuscd On cxtcrnal econOrnic cooPCrationi thc FOreign Equity Law9 thc COntractual

JOint VCnturc La恥らand thc Foreign EnterPriSCS Lぷ 、32 At thc itltcr―Korcan icvel,fOur

agrecmcnts wcre signcd in DccCmber 2000 0n commcrcial disPutes,dOuble taxatlon,

transactions clearing setdcl■■ent,and investinent ProtCCt10n(scc tabic 4.4), It took

anOthcr thrcc years,howcveL for ncgotiators to agree to imPlcmcnt thcsc agrccmcnts,

lcading many to qucstion thc wOrth of thc lntcr―Korcan Econornic Cooperation

P r o m o t i o n  C o m m i t t c c , w h i C h  S h o u l d  h a v c  b c c n  c x a c t l y  t h c  i n s t i t u t i o n a l  m c c h a n i s m

nccdcd tO sPur investlnent.33(In thC intcrim,thOugh,thc DPRK did Pass dOmesti…

cally the FOrcign Tradc Act of Fcbruary 2001 and thc Enttrccment Dccrec of thc

Forcign lnvestmcnt Protcction Act ofDcccmbcr 2001.)Thc Committcc anally iSsucd

a dcciaratiotl in August 2003:`(Thc South and thc North will takc 10110w―uP stcPS tO

thcくfour agrcerncnts,'which institutionally guarantce inter―Korean economic cooPcr―

ation.''34 0ne ausPic10us compOncnt ofthc JunC and July 2003 talks icading to thc
August dcclaratiOn was that the SOuth Korcan ncgotiating tcam (tcommutcd''cach day

thrOugh the DMZ on iand h Junc,whilc thc North Korcan team made thc,OurnCy

sOuthward thrOugh the DMZ in Julン

The siow PacC Ofthese dcvc10Pmcnts is not at all rcmarkablc.Laws abOut taxation

Of fOreign investrnent,control ovcr roreign cxchangc,the rOlc OfFOrcign banks,lcas‐

ing Ofland,and custOms arc in many ways discOrdant with thcブ″筋夕Phl10SOphy that
undcrgirds the DPRK.ハ応HarJ〕r Eckstein POintCd Out as Pari ofhis thcOry ofcongrur

cncc,thc dissonancc crcatcd by incongrucnt organizations Of state and socicty runs

thc risk Of destabilizing an cntirc systc早。
35 Thc North Korcan regimc is ccrtainly

awarc of this thrcat,and this exPlains somc of thc fOOtrdragging that has Occurrcd.

Thc invcstmcnt that is indccd al10wcd is nOt cOmPIctcly diVorccd frOmブ″筋夕Princi―

Pics. For instancc,a Hyundai―flnanced grccnhOusc in North Korca bc10ngs nOt tO

Hyundai butto thc DPRK,which also ciaims 40 PcrcCnt Ofthc PrOducc grOwn therc

fOr statc usc.36 According to a Korcan Dcvclopment lnstitute surve卜Of 672 comPa…

nies that started dOing busincss in thc DPRK in 2000 or 2001,only 171 wcrc s[111

invOlved in North Korcain Novembcr 2001,and only Onc―third ofthc l 15 flrrlls who

rCSPOndcd said that thcy wcre rI■aking a pront in thcir Northcrn vcnturcs.37 whilc

somc comPaniCS arc、vllling tO Ovcrlook thesc 10w rcturns cithcr in dcfcrcncc to thc

grandcr goals ofPcacen.l cocxistcncc and rcuniflcatiOn Or bccausc ofa bclicfthat thcy
can caPturc IIlarkct sharc at an carly stage,Others are nOt so willing.

SOuth KOrean companics havc alsO citcd thc lack Of transPOrtatiOn infrastructurc

as a Factor rnilitating against invcstrncnt.Negotiators undcrtook this issuc in 2003,

signing in January an agrccmcnt for“military assuranccs"that would a110w fOr wOrk
tO bcgin On roads and rallways crOssing thc D臣【Z.38 Thc unPaved tracks that arc tO

bc turncd intO rOads havc sccn somc usc,as notcd carlicr,as conduits for negotiating

t c a m s , a n d  t h i s  c a r r i c s  s c r i O u s  s y m b o l i c  i m P O r t  K i m  D a c  J u n g  r c F c r r c d  t O  t h c  r c c O n―

ncctiOn of thc lincs,severcd,ust bCfOrc thc Korcan War in 1950,asみルご筋rcunin_
cation.ROad and rall recOnncction is bOth a cOmPOnCnt Ofthe dcve10Ping tradc and

invcstrncnt linkagcs and alsO a functional conncction bcぃぱccn thc ROK and thc

DPRK in its o、vn right.Thc fact that thc MO Korcan statcs catl coopcratc to build
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transPortatiOn inttastructurc across thc nlost hcavily rnllitarizcd bOrdcr in thc wOrld

is a powcrfui statcmcnt at scveral levcls and Onc right1/チudgCd as a c01■tributiOn tO
a brOad PrOgram Of ttnctiOnalist cngagcmcnt.

As an indicatOr Ofthc scriOusncss Of the rall and rOad PrO,cctS,12 out of 17 inter―

Korcan agrccmcllts signcd bcsvccn August 2002 and NOvcmbcr 2003 dcalt、 vith the

PrOCCdural and OPcratiOnal dctails Ofthc wOrk On thc Sinuiチ u― ScOul(Kj/Onggul)and

DOnghac rall lincs and highways.Thc cOn■
PiCtiOn Of dc_rllining wOrk in Dcccmbcr

2002 was dcscribcd by thc NOrth as``a shining fl・ uiti011 0f tl■c JunC 15 NOrth― SOuth

郵 桃 批 盟 路

劇 andmttkポ n航 On】 に uttnttdot td Ⅳ Odttt J hc碇 立l・c Of

Thc invcstrnent in rall__thc crcation of thc``IrOn Silk ROad"一_is Onc that cOuld

stand tO rcaP great gains ttr bOth North and SOuth Korca and alsO Russia.

Rcconnecting rallrOads thrOugh thc ltOfcan Pcninsula wOuld rcducc thc tirnc it takcs a

濫世 溢 盟 :&:拝 替f3黒 品 靴 鉢 ≧ 毘 艦 盤 :そl諮 着 品 :岳孟 ま警 t整

South ltOrcan cOnsumerl■■arkct and alsO h01ds Out hOPc rOr thc DPRIIもrcPaymc11にof

S3.6 billiOn in SOvict era dcbに ,ShipPing cOStS On thc Pcninsula wOuld drOP signifl―

c a n t l ンi n c r e t t i n g  t h c  P r O n t a b l l i t y  O f a n d  c a p a c i 呼島 r  P O C  t r a d c . H O w c v e ぅ d c s P i t c  a l l

these IIOtivating factOrs thcrc is littic PrOgrCSS On thc rall prOjcct in thc nOrthcrn half

Of thc PcninSula bccausc of a sirnPic lack Of invcstrllcnt.41 ,rhere is a dcvc10Ping

chicken…and―cgg cOnundrum,whcrcby thc DPRK nceds bcttcr inflastructurc in ordcr

to gct invcstrllcnt but nccds invcstlllcnt in ordcr tO iIIIPrOvc itS inttastructLlrc,Thc

rCfCnt decisiOn by a multinatiOnal cOnsOrtiurll tO routc a 3,03_5-IIlilc natur』
 gas

PiPclinc around thc DPRK, dcsPitc SOuth 140rcゴ s cagcrncss fOr thc PiPclinc tO gO

thrOugh NOrth KOrca,免 cttng〔 hcrm』
」 antS along thc way9 Suggcsts thatintcrnadOnd

investOrs arc generally casting a watt cyC tOWard thc DPRK.42 1ntCr―ItOrcan invcstmcnt

is llkcly to bc thc rnOst signiFlcant invcstlllent in thc DPRK in thc ncar futurc.

In this light,the Kacsong lndustrial COmPicx(KIC)一thc largcst intcr―Korcan

e c o n o m i c  P r O , c c t i n  d e v c i O P m e n t _ _ b c c o m c s  a n  t h c  m o r c  i m P O r t a n t . F o r t y  m l l c s  n O r t h

Of ScOuL thc KIC is dcsigned tO lurc SOuth 140rean busincsses to usc chcaP NOrth

ISOrcan iabOtt with thc cxPcctatiol1 0f thc Fil■d Ofcffects that Chinゴs SEZ rcaPcd丘01n
i t s  p r o x i l l l i t y  t O  H O n g】 <Ong一

一
thc s t i m u l a t i O n  O f  a  h i n t c r i a n d . 4 3  w i t h  2 2 , 0 0 0  K O r c a n

COmPanics having sct uP factorics in China, it wOuld aPPcar that thcre is all amPlc

invcstmcnt basc waiting tO movc intO thc KIC.Hyundai annOunccd thc PrO,cct il・

Fcbruary 2001 as Part OfthC IVit.ISumgang tourisn■agrccmcnt,and so Far ovcr l,300

sIIlall―and rllcdiurn… sizcd cOmpanics havc apPlicd tO sct uP ttaCtOrics,44 According亡 o

Hンアundai Asan,HyundaiもNOrth Korcan artn,ProductiOn atthc KIC shOuld bc arOulld

S2billiOn in its frrst ycar and rcach$14.5 billion in its ninth ycar.4うExPOrtatiOn frOm
K a c s o n g  t o  t h c  E U  a n d  c v c n  J a P a n  i s  l i l K C l乃 al t h O u g h  t h c ( ( M a d c  i l■ NO r t h  K O r c F  l a b c l

prObablyヽ vlll PrOhibit cntry to U.S.markcts.46 Thc KIC ccrtain1/aPPcars bcttcr POSi―

tioncd tO reaP gainS than thc rcrl■ Otc and infl・ astructu虻 -lcss Rづ 1ll―SOnbong Frcc

EcOnOェ lic Zonc,which,dcsPitC having becl■ in cxistcncc 10r ovcr a dccadc,bOasts Of

O n け a  h O t 』a n d  c a s i n O  a s  i t s  m a i n  i n v c s t m c n t s . 4 7 牛l d  t h e  t t t u r c  O f t h c  S i n u t t u  S P C d 狙

Adn■inistrativc Rcgion is highly unccrtain sincc thc arrcst in(Ehina Of境仏ng Bin,thc

Chincse tycoon sciccted by Kinl JOng II tO run thc zollc.This icavcs thc IRIC as tllc

most attractivc rcgiol■For invcstrI■cntin NOrth Kbrca.
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Howcver, cnthusiasm fOr thc Possibilitics of thc KIC must bc tcmpcrcd.

ComPallies that wish to locate in Kacsong will nccd to supPly thcir Own infrastruc―

ture,which cOuld bc quitc cxPCnsivc in the Facc of North KOrcゴs dysfLlnCtional rOad

systcn■and dccrcPitc`iCCtricity grid.Thc Fact that cxPOrts frOm Kacsong arc likcly tO

PrOVC unsuitabic fOr thc Unitcd Statc予
一 and Pcrhaps JaPancSC~~markcts will also

撤艦 鮮温禄粘齢幣罵t狩縄
et熱

:生鮮品鮎替監
Korcan statcs, creating Probicll■s Within the W/TO.Thc challcngcs to Kacsong's

succcss arc cvidcnced in thc iack Of a rnarquis invcstor beyOnd Hyundai.Thc indus―

trial park has nOt attractcd intercst FrOnl thc chacbols一一althOugh Hyulldai at onc

POint Claill■ed Sall■sung would invcst in KacsOng, mccting 、 vith Sarnsungも

denia148__but rathcr frOm slna11-and mcdium―sizcd cnterpriscs.Wllcthcr becausc Of

dlc questiOnabic intercst in thc PrO,cct Or bccausc Of fcar of ncgativc attention frOm

滝簿群私注甜罷祐鉛発品登絣就鵠緒拠盤F。粋瑠品盈
i m P o r t a n t  f a c t O r  i n  d e t c r m i n i n g  t h e  u i t i m a t c  s u c c c s s  o r  f a l l u r c  O f t h c  K I C  w i l l  b c  t h c

DPRKt abllity to convince SOuth Korcan companics of thc saFcty of their invcst,

mcnt and thc sanctity ofrulc Ofiaw in North Korca:Pyongyang lnust actual1/1mPic―

mcnt thc business l邸s tha〔i〔has bccn Passing。
50

0f Particular intcrcst for Kacsong and clscwhcrc will bc thc Possibllity of

dcvc10Ping intcr―Korcan collabOration On informatiOn tcchnology(IT)Pr。 チcCtS・Thc

DPRK has shO、vn signiflcant intcrcst in incrcasing the amOunt Of IT ProductiOn

within its bOrders,PrcSumably in Part bccausc ofthc tcchn010gy sharing that wOuld

accomPany suCh PrOduction.Wllilc SOuth Korcal■comPanies havc shown in[crcst in

bringing IT ProductiOn to thc North,itis uncicar whcthcr the North has thc human

CaPital to makc thcsc PrOjCCts wOrthwhilc.In addition,thcrc are somc signincant

Path―dcPcndent diffcrences bcsvcen thc cottputcr systerI■s uscd in thc DPRIC and

thOsc uscd in thc ROK,including evcn kcyboard layOuts,

Thc importancc of invcstrllent growth or iack thcrcOf in tcrms Of thc brOadcr

issuc of crcating a securc cnvironmcnt on thc Kbrcan PcninSula has reccntly bccn

s u b s t a n t i a t e d  i n  w O r k  b y  E r i k  G a r t z k c , Q u a n  L i , a n d  C h a r i c s  B o c h m c r . B c g i n n i n g

frOn■basic libcral cOntcntiOns abOutintcrdcPcndcncc and the cconOrnic opPortunity

COStS Of rllilitary COnnict,thc authOrs discOver that caPital intcrdcPendcnce somc―

tilnes inattcrs lnore than tradc in rcducing the resOrt of statcs to vlolencc.511」sing a

set Ofstatistical mOdeis,thc authOrs dcmOnstratc that in dif&〕rent rnodcis eithcr tradc

or,surprisingl)ろregllnc tyPc ioscs signirlcancc in thc Facc of rnOnctary and capital

variabics.52 using coctticicnt estimatcs fron■Onc mOdcl,the、 「Ork shOws that sttttillg

frOn■a basclinc Ofwo contiguous countrics―一onC dCmOcratic and Onc undcmocratic一一

with iO、v tradc dcPcndcncy9 10w ccOnOIIlic growth,and avcragc capitai nOws, thc

PrObabilit/Of rnilitarizcd disPutc can bc rcduccd to only 27 Pcrccnt if exPOsurC tO
capitai nOws and caPita1 0PCnness incrcasc by onc srandard dcviatiOn On thcir statis―

tical scalc,Or tO only 12 Pcrccnt if tradc dcPcndcncc also incrcascs by one standard

dcviatiOn and a,Oint currcncy arca is lorII■ed.う3 Thcse results indicate thc Potcntial

bencFlts of incrcascd intcr…Kbrcan invcstlncnt and suggcst thc pOssibility Of a,011・t
currcncy zonc as a mcchanism fOr bOth ftlrthcr integrating thc Mo Korcan

cconoHlics and Furthcring the c4uscs ofsecurityp PCacc,and reunirlcation.At thc vcry
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icast,thcy dcmand that thc iOw dcgrcc Ofinter―Korean invcstlllent be rcgarded as a

lirnitatiOn On thc FunctiOnai cttccts Of intcr―Korcan econon■ic rclatiOns.

Intcr―Korean Social and Cultural Exchanges

The cconORIliCally lcast successftll invcstrI■ cnt il■ North KOrca has bccn thc mOst

succcssftll in tcrIIls of publicity:thcヽ 4t.Kumgallg rcsort arca.Undcr the sPOnSOr―

shiP Of Hyundai,小江t. Kumgang tours bcgan in NOvcmber 1998,Hン undai Paid a

盟だ1端ま梱S艦描程糧品盤焦注鮮!ど撚灘】∬艦:
butiOns frOm thc ROK govcrnmcnt to kecP thc tOurism ProjCCt going,somcthing

that PrOvcd Hllldly difflcuit in thc facc Of embarrassing rcvelatiOns abOut a S450
milliOn PaymCnt一

一
somc say“ bribe"一

―
frOln ScOul to PyOngyang channcicd thrOugh

Hyundai Prior to thc JunC 2000 SuHlrnit. Noncthcicss, calls tO kccP thc

Wft. Kumgang tourist visits alive havc bccn strong. For instancc,on thc flvc―year
annivcrsary of thc Pr。,CCt,thC ttγea工れ7″〃cditOrializcd that thc visits tO
臣It.Kumgang had“ scrvcd as a catalyst fOr Othcr fOrms Of intcr―Korcan cxchangcs

and certainly narrOwcd〔 he distancc bcnvcen thc PcOPlCS Of thc dividcd natiOn,

geograPhically and cmOtiOnally.''5うFigure 4.5 indicatcs thc trcmcndous grOwth in

thc number OfROK citizcns visiting thc DPRK since thc OPcning of在ヽt.Kumgang.

Out Of theヽ 在t.Kumgang Projcct have grOwn an Ovcriand rOute tO thc mountain,

tours of Pyongyang,〔ours of〔hc tOwn Of KosOng near 在ヽt.Kumgang,and cOnvcrsa…

tions about Opening IMt.Packdu.56 0n thc Othcr hand,thc hOtci atヽ在t.Kumgang is

staffcd rnOsdy b/cthnic Korcans who livc in China,demOnstrating Pyongγangもwill―

ingncss to fOrsake micrOccOnomic gains in favOr Of Prcvellting what it vicws as

cuitural POllutiOn.57

1n somc ways,thc stcrilc atmOsPherc tha〔 thc DPRK maintains― 一
govcrnmcnt

agents cioscly rnOnitOr tourists,Prcvcnting convcrsations with 10cals and cvctl certain

PhOtOgraphs_― dcfeats thc ttnctiOnalist missiOn inhcrcnt in thc tOurism project.う8

Whilc thc hOPc is that thc tourisin and its invcstincnt comPOncnt、vould sprcad

cultural cOntacts and helP fOrm intcr―Korcan social rclatiOns,the DPRK agitarcs and

PrOtCCtS against this.
Likcwisc thc Othcr sPcctaCular media cvcnt,thc reunlons oFscParated farllilies,has

fOund its iasting ilnPact lill■itcd by thc stricturcs and siO、vncss surrounding it.

ThrOugh thc cnd Of 2003,cight rOunds of fanllly reunions had Occurrcd,and in

Novcmber 2003 North and SOuth KOrca agrecd tO bulld,using Nor〔 h KOrcan labor

and SOuth Kbrcan caPital,a Perinancnt facility for thc hOsting Of the reuniOns ncar

江ヽt. Kumgang that cOuld alsO bc used as a hotcl.59 NOncthelcss,〔 he incctings are

brici occur only oncc,and do nOt inciudc al10wanccs IOr futurc cOntact,and a〔thc

current ratc,rnost ofthc 122,000 agcd South Koreans who have aPPliCd tO PartiCi″

PatC Will dic bcfOre given thc OPPOrtunity9 as somc 20,000 alrcad/havc.60 Likc thc
M【t.Kumgang tourist visits, thcse reun10ns,whllc s/mb01ically imPOrtant and

cnlotionally mOving, arc strictly cOntainerizcd sO as tO lirnii the funct10nal

outgrowths it is hOPcd thcy、戸11l producc.

Givcn PyOngyangも Pcnchant IOr rcstricting thc bencrlts that IIIlight cOmc fl・Om

thcsc cultural and sOcial cxchal■gcs,ccOnOFl■iC activity and exchange bccOmes lnorc
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inlPOrtant,albeit mOre diFnculte while thc North can cOntrol and restrict tourists

and Farnily reunions,it is FnOrC lilnitcd in its caPaCity to do sO with investors and

factOry managcrs, sincc therc arc dircct cconornic cOnscqucnccs if thcy are too

rcstricted.TherefOrc intcr―Kbrean econoHllc relatiOns PrOVidC a tyPc OfiCVcrage that

cannot bc lound in tnOrc 81amorOus in〔cractions bcnvccn North and SOuth.As iong

as social intcraction remains circumscribed,it is ccOnOlllic interaction that can bc

CXPCCted tO dO the hcavン1lFting in inter―Korean rclatiOns.

COnclusiOns

Thc dcvc10Pmcnt Of illtcr…Korcall econornic rclatiOns has bcen a cautious and sPec―

ulative Onc,markcd by occasiOnal bumPs,CithCr cndOgcnOus(c,g。 ,DPRK foot,

draggin3)Or cxogCnous(c,3・,thC Asian Financial Crisis).Howevcr)thc fact that therc

is cross―bordcr tradc,SOuth KOrcan invcstl■lctlt and tourism in thc North)and the

rCOPCning oftransPOrtatiOn connections across thc Dヽ在Z is nothing short Ofincrcd―

ibic.And thc impressivcncss ofthis is incrcased by the fact that it has becn sustaillcd

thrOugh thc dcve10pment of a nc、v nucicar crisis and scvcrai naval PrOvOcations by

the DPRK.

E)rawing from scveral thcOrctical traditiOns in intcrnatiOnal rclatiOns,wc ProPOSC

a sct ofcauscs IOr this sccrllingiγ  nOnchalant cOnttinuation Ofinter― KOrean econolrlic

relatiOns.Thc liberal sch001 0fthOught relics on thc nOtiOn OfecOnOrnic oPPOrtunity

coSts to eXPlain why trading interdcPcndcnce will dccrcasc thc chanccs Of rnilitary

disPutc,whilc llbcralislnもsOmctirlles polar cOmPanion rcalisin prociaiIIls that Statcs

will fall tO tradc Or that tradc will insPirc lnilitary cOnnict bccausc ofconccrns about

rclativc gains,as onc statc bccOmcs morc Powerful becausc ofits trading habits.As

thc aFOrcrllcntioncd cvidcncc shOws,North Korca ccrtainly has much t0 1osc frOm an

intcrruPtiOn of tradc with thc country that has bccOmc its sccOnd largcst trading

PartnCtt While SOuth Kbrea has littic tO Fcar in tcrJms ofrelative gains by North Korca
b e c a u s c  t h e  D P R K  w o u l d  n e c d  t O  n■a k c  t r c l n c n d o u s  a b s O l u t e  g a i n s  i n  c c O n O r n i c  a b i l―

it/bcfOre it wOuld bcgin to scriously intinlidatc thc SOuth again.Whilc thcsc obscr_

vatiOns ProVide a 10gic as tO wh/an cnvirOnmcnt cxists whcrc tradc lllight Pcrsist,

thcy dO nOt cxPlain why tradc began Or continucs tO incrcasc in thc Facc Ofan Often

unccrtain sccurity situatlon.

A functiOnalist cxPlana〔10n stresses thc usc OfmultiPic Pathwayss tO crcatc a PcacC―

ful,high1/intcrconnccted environmcnt, South Korca, bcginning Particularly with

Kim DacJungも Sunshinc P01icyj has attemPted tO exPand thC dcPth and numbcr Of

tyPCS Of links bcぃ″ccn itscif and thc DPRK PrcciSCly in thc namc Of devc10Ping a

saFc与 lcss Pcri10us envirOnmcnt on thc Kbrcan peninsula. FOr the rcasons noted

carlich inter―Korcan econoHlic rclatiOns一一and inrer_Korcan tradc in PartiCular一一

havc becn thc rnOst succcssFul rOutc FOr pursuing runctional linkagcs.Thc POst一COld

War cnvlrOnn■cnt has aldcd this cndcavOh and intcr―Korcan trade numbcrs havc

maintaincd a stcady uPward trcnd Ovcr thc Past dccadc.Intcr―Korcan cconornic rcia…

tiOns,thcrefOrc,can bc said tO havc PrOvidCd a set Of succcssful functiOnal linkages

on thc Korean PcninSula.

Howcvci this cOnclusion must bc temPcrcd with a caution cndcmic tO an/

discussiOn inv01ving NOrth KOrca.As thc lin■itcd dcgrcc Ofinvestrncnt dcmonstrates,
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n■uch is still h01ding back trltcr_KOrcan ccOnorllic relatiOns,allld thcrc is still signirl…

cant unccrtainty On thc PcninSula)、vhich is dctriincntal tO prOfltabic invcstrncnt.FOr

告麟 鮮 培]1骨 格塩艦 :舷

紺 船 群 督 淵 嫌
Ll. /`10st imPOrtandtt Pンrongγang will havc

to dcmOnstratc thc Prevalencc Ofrulc Oflaw and its willingncss to undcrtakc cOntin…

ucd ecOnOrllic refOrins.In additiOn,ccol10nlic rciations rnust cvcntually cxPand and

hten豆け sOdd and cdtur』 rdadOns,Hnce thcsc arc thc morc cfFecdve ftlncdOn』

linkagcs ill thc Pursuit Ofwhich thc ROK is wllling tO ulldertakc ccOnornic rclatiOns.

Thc funct10nalist analysis implies a full systcm Of cOnnections, and inter―KOrcan
economic rclations can only carry thc ma,Ority Of〔hc wcight fOr sO 10ng.
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卜C H A P T E R  F I v E

C H I N A  A N D  I N T E R― K o R E A N  R E L A T I O N S i

B E I J I N G  A S  B A L A N C E Rキ

Araダr21炒5cθ♭grど

Sincc 1949 thc PcOPleもRcPublic of China(PRC)has PiayCd an imPortant Function

as balancer on〔he Kbrean pcninsula.Particularly sincc thc latc 1980s,Bci,ing has
scrvcd a kcy cOnstructivc roic in rcducing tcnsions and facilitating rcconcillat10n

beぶミcn ScOul and P/On勘″ang.Therc arc,hOwcvctt lilnitations to Chinat rOlc in

Korean connict rnanagcHIcnt linked tO its Policy Prcfcrcnccs vis―よ―vis thc Korean

PeninSula and dcsircd Politica1 0utcomcs on thc PcninSula.V/11ilc Bcijingもenlight―

cned scif―intcrcst has fucicd its cOnstructivc inv01vemcnt On thc Pcninsula,sclf―intcrcst

a n d  c x t r c m c  a v e r s i o n  t o  r a P i d  m t t o r  C h a n g c  a l s O  c O n s t r a i n  t h c  c x t e n t  O f  i t s  c O n t r i―

bution.Indced,Chincse diPiomacy tcndsとo cschew b01d transFormational initiatives

in PrefCrcncc for cffOrts that are far mOrc conscrvative and ailI■cd at maintaining thc

status quo.This tcndcncy by Bci,ing tOWard exccssive cautlon is cvcn morc in

cvidcncc as a lcadcrshiP tranSitiOn froln thc sO―callcd third gencration hcadcd by

Jiang ZCmin to thc fOurth gencratiOn headed by HuJintaO iS underway.AIld Chin熱
national intcrcsts vis―と,vis inter―Korcan rclatiOns dictatc a prcfercncc 10r what rllight

bc dubbed Pcninsular conflict rnanagcmcnt without swift resOlut10n.

China plays a kcy rOle as balanccr and stabilizcr On thc PcninSula but always oPcrゎ
atcs oll the sidclincs and never at ccn〔cr stagc.Bciチing has a uniquc status in intcr―
Korcan relations as thc only caPital sincc thc 1980s to havc cOnsistcntly cn,OyCd
cOrdial relatiOns with bOth ScOul and Pyongγ ang。 い/1orcOvctt China is gcographically

proxirnatc,with strOng cuitural attnitics and an unresOlvcd dividcd nation issuc of
its own,China alsO cOnducts signiflcant tradc with bOth North and South Korca.

BOnds Of sOcialist idco10gy and a histOry of lnilitary alliancc link China with the

North.But China has dcvc10Pcd burgeOning tics with thc SOuth,drivcn incrcasingly

by its own cconoFIliC and strategic intercsts.

Whllc China is arguably thc key balanccr On thc Korean PcnirlSula)its constructivc

rOlc in inter―KOrcan contlict rnanagcment has signiflcant liIIlitations,This chaPtcr

rcvicws thc histOry ofBcijing's rclatlons with Pyongyang and ScOul and thcn survcys

Chinゴs cOntributiOn tO connict managemcnt on thc Pcninsula in thc arcas ofdiP10macy9

cconornics,sccurity9 and uniflcatiOn. In cach arca Chinゴs cOntribut10n is l1211ited

bccausc its policy Prefercnces on thc Pcninsula arc rcstraincd by its conscrvative risk―

aversc iogic and guided by Chintt own national intcrests.FurthcrmOre,Bci,ingも
iHllncdiatc ternl p01icy is constraincd by its 10ng…tcrrll designs ttr thc Pcninsula.


