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1.  Peace Issues on the Korean Peninsula 

The Kim Dae-jung government, inaugurated in the transitional period from the Cold War to the post-Cold War eras, concentrated on the management of the crisis on the Korean Peninsula but was not successful in setting up alternatives to a peace structure. Considering that the problems on the Korean Peninsula are complex in structure and combined with both global and internal characteristics, the changes in the US foreign policy with the advent of the Bush Administration affected changes in the basic policy framework on the Korean Peninsula. The missile negotiations between North Korea and the US stalemated, with increasing skepticism over the Geneva Agreement and there was no further progress of North Korean participation in international society. 

The changes in policy towards North Korea by the Bush Administration have increased the tension between the two countries and brought the execution of the Geneva Agreement, requiring long-term comprehensive mutual implementation, to a standstill. Furthermore, the mutuality of the tripartite North Korea-South Korea-US relations established during the second term of the Clinton Administration has been aggravated into a tense relationship. The difference in approach by the US and South Korea towards North Korea along with the tense relationship between North Korea and the US have continued to suppress intra-Korean relations. 

 Due to the initial stages in confidence building between North and South Korea, the aggravation of the global situation, and low support internally, the Kim Dae-jung government was unable to play a central role in establishing a peace structure. 

As such, the purpose of the new government in reunification and security matters is to establish internally an active support base for peace, to deter conflicts through confidence-building in intra-Korean relations, and to get guarantees on the peace structure from international society. 

However, peace building on the Korean Peninsula will never be resolved in a short time. A step-by-step approach is needed. What is most urgent is the alleviation of the nuclear crisis, then the management of the execution systems of the comprehensive negotiations, and in the long run, the formation of a stable peace structure. And if South Korea takes on an active role in the resolution of the nuclear crisis, the `peaceful leadership' of South Korea would be confirmed in the implementation of the comprehensive negotiations and establishment of a peace structure. 

2. The Establishment of a Peace Structure on the Korean Peninsula 
The resolution of the North Korean nuclear crisis and the establishment of a peace structure on the Korean Peninsula can be divided into three stages. The first stage calls for the alleviation of tensions between North Korea and the US through the alleviation of mistrust and coming to an agreement on comprehensive negotiation. The second stage calls for the settlement of the North Korean weapons of mass destruction (WMD) problem, the normalization of relations between North Korea and the US, and the implementation of comprehensive approaches. The third stage calls for the establishment of an East Asian security system of cooperation around the peace structure of the Korean Peninsula. The alleviation of tensions must be undertaken by the US and North Korea on a short-term basis, but from the stages of the implementation of the comprehensive negotiations, multi-party cooperative methods are needed. 

The purpose in the alleviation of tensions is to end the stalemate of the Geneva Agreement systems created after the visit to North Korea by special envoy James Kelly  in October 2002 and to foster the mood for dialogue to discuss measures for comprehensive negotiations. There have been multi-party talks recently but what is more important is how to end the tensions between North Korea and the US. Regardless of the type of dialogue, North Korea must end suspicion of its possession of enriched uranium for use in the new nuclear development program, re-confirm the principles of de-nuclearization, and return to the NPT system. On North Korean demands for guarantees of its system, the US promises of non-aggression against North Korea must be guaranteed in a more responsible way and it will also be realistic if neighboring nations near the Korean Peninsula supplement these measures. 

The problem now lies with the Geneva Agreement and the latest developments in the comprehensive negotiations. In relation to energy matters, many diverse measures are being discussed, such as the passage of the Siberian gas pipeline through North Korea. But the important thing is that the energy is needed by North Korea immediately. Accordingly, the construction of the light water reactor (the result of the Geneva Agreement) must be continued and the provision of oil is necessary, until new agreements are ready. 

To lessen tensions, a system is necessary to manage the long-term mutual implementation from the beginning of the new dialogue on the framework of comprehensive negotiations. Considering the precepts of the Geneva Agreement, it is necessary that related countries like South Korea participate in the multi-party implementation of the comprehensive agreements instead of designating the process to North Korea and the US.  

The comprehensive approach measure deals with the settlement of the problem of weapons of mass destruction and the normalization of relationships between North Korean and the US and North Korea and Japan. North Korea must provide transparency on issues regarding nuclear weapons, missiles, and weapons of mass destruction, and utilize existing international bodies for objective inspection, or form a new international body. 

On economic cooperation, North Korea is demanding the lifting of the US sanctions on its economy and for countries like South Korea, Japan, China, and Russia to provide realistic support. For North Korea to participate in the East Asian economic community, there must be harmony among relevant countries, with South Korea undertaking public projects of cooperation, Japan pursuing diplomatic ties with North Korea and funds for economic cooperation, the linking of the Chinese and Russian railways and the passage of Siberian gas pipeline through North Korea. The comprehensive implementation and subsequent economic cooperation is not the result of the abandoning of weapons of mass destruction, but will become a process of establishing a basic environment of essential East Asian economic cooperation. 

From the stage of comprehensive negotiations, dialogue on the conclusion of a permanent peace treaty on the Korean Peninsula must be undertaken simultaneously. The armistice has been incapacitated and it is the transitional stage since a peace treaty has not yet been signed.  The truce signed in 1953, regulations prohibiting the entry of weapons, and the Joint Monitoring Commission have proved to be dead letters and the Joint Monitoring Commission has become dysfunctional after being rejected by North Korea. 

 The implementation of a peace structure on the Korean Peninsula is possible with the alleviation of tensions through the execution of the sub-agreements on non-aggression, the transformation of the armistice to a peace treaty with the participation of North Korea, South Korea, the US, and China, the establishment of a cooperative security mechanism with Japan and Russia participating, and finally, the execution of these one after the other. Especially in the global security environment is a need for the active use of the provisions of non-aggression (Article2 clause 12) in the Basic Agreement, which stipulates the formation of a Joint Military Commission to accomplish step-by-step disarmament and measures for military confidence building. It is necessary to reduce the possibility of military threat within the basic framework of the Basic Agreement and to receive international guarantees on the peace structure on the Korean Peninsula. For this to be possible, the 4-party talks, which started in 1996, must be activated. After the signing of the peace treaty through the 4-party talks, this must progress to include Japan and Russia into 6-party talks to achieve a multilateral security mechanism in East Asia. 

At the present, there is an inevitable aspect of the presence of US troops in Korea, owing to the reality on the Korean Peninsula and East Asia, but there is a need for reform of the Korean Status of Forces Agreement (SOFA) with the US, to meet the standards of German and Japanese agreements with the US. With the dismantling of the Cold War structure in the long run, there is a need for the transformation of the US-South Korean alliance (based on a policy of deterrence against North Korea) into a regional alliance for maintaining stability in the East Asian region. For this, there is a need for the establishment of a cooperative security mechanism among the countries in the region. 

3. Directions for the Promotion of North-South Korean Economic Cooperation 
1) Principles of Exchanges & Cooperation: Humanism, Competitiveness, And Public Good 

North-South Korean economic cooperation is based on intra-Korean mutual prosperity and East Asian economic cooperation. Geographically, the linking of transportation (trains, etc) and energy (gas, etc) of East Asian countries is only possible with North and South Korea being linked up as well.  On the North Korean side, the normalization of railways is an important issue together with the passage of the gas pipeline through its territory. On the investment side, North Korea would be a mid-point for countries searching for ways to enter the markets of north eastern China, and Siberia, Russia. As such, the development of South Korea into the economic hub of East Asia (one of the major goals of the new government) must be considered on the framework of active North-South Korean economic cooperation.  

North-South Korean exchanges and cooperation are based on three categories: humanistic support, civilian economic cooperation, and projects of public cooperation. Humanistic support is given in the spirit of humanism and brotherhood as part of efforts to overcome the serious food shortages and malnutrition in North Korea and to create a conciliatory environment of intra-Korean relations through food aid and fertilizers. Civilian economic cooperation includes trade, processing of brought-in materials, and investment by civilian corporations in North Korea.  Projects of public cooperation help create an environment facilitative of investment and in the long run, aim to reduce the costs of reunification through the construction of social infrastructure such as the construction of the Gaesong Industrial Complex and the linking of the Gyungui Railway. 

Humanistic support is based on humanism, civilian economic cooperation is based on economic competitiveness, and public cooperation projects are based on public good. Civilian cooperation is undertaken if individual corporations consider investment in North Korea competitive. Here, the policy of separation of politics and economics must be strictly imposed. In North-South Korean economic cooperation, continuity remains most important and would not be effective if undertaken excessively through the intervention of politicians. Public cooperation projects aim at the creation of an environment for reunification in the long run, the reduction of the costs of reunification, and the creation of an environment susceptible to civilian investments in North Korea. That is to say, public good is more important than economic competitiveness in public cooperation projects. 

The differences in the principles of civilian economic cooperation and public cooperation projects should put an end to the controversy surrounding the separation of politics from economics. With investments of government funds in public cooperation projects, state enterprises should basically be the agents for investments. In the case of the Gaesong Industrial Complex, in the case of creation of social overhead capital and supplementary funds for the construction of the industrial complex, the agents of developments should come from the public sector.  

As in the case of the Mt. Geumgang Project, a project combining economic competitiveness and public good, the roles of the government and the civilian sector must be clarified. If Mt. Geumgang were a civilian project, government support would not be necessary. But if it were a public project, the Korean National Tourism Organization would undertake the project. But since this has become a partial-government and partial civilian project, the roles of Hyundai Asan and the government should be clarified. 

2) Measures for Stimulating Economic Cooperation 
Measures for stimulating economic cooperation lies in North Korean economic policy changes and the smooth operation of North-South Korean economic cooperation, mutually beneficial economic cooperation, and the expansion of North-South Korean economic cooperation into East Asian economic cooperation.    

Economic Modernization of North Korea & Related developments in North-South Korean Economic Cooperation 

Most importantly, the North Korean economy must be transformed into a sustainable economic system. Supply must be expanded with food support, reducing instability in North Korea and preparing North Korea with incentives for opening its doors to the world.  The time is ripe to support North Korea, to help it adapt an active stance towards construction of a new economic sphere on the Korean Peninsula. The parts manufacturing industry of North Korea must be fostered and the environment for the processing of brought-in materials must be reformed. The fostering of the manufacturing of electronic parts as well as other parts with economic competitiveness within North Korea, would continue to increase the rate of the local supply of parts. And in order to allow the entry of the textile, shoe, and other related industries, structural support is necessary to minimize the costs of transactions. 

With the visit by the North Korean economic inspection party in 2002, the need arose for the modernization of the economy and related measures for the development of the North-South Korean economic community. Operation of education programs on capitalist economics, common framing of the plan for balanced land development, common research into the promotion of measures for long-term North-South Korean economic community, etc, must be undertaken.  

Measures for Stimulating North-South Korean Economic Cooperation 

First, for the stimulation of public investment projects, it is necessary to re-establish awareness of economic cooperation within South Korean society. It is positive that the stimulation of economic cooperation could be undertaken together by North and South Korea. Economic cooperation is different from regular support and must not be viewed as the economically superior South Korea giving aid to North Korea, but as finding economic means through mutual cooperation. On the methods of economic cooperation policies, productive criticism needs to be more aggressive, but as changes through contacts are the only methods to break the existing Cold War structure, public consensus on reconciliation and policies of cooperation must be established. So the expansion of the North-South Korea Cooperation Fund and increase in the rate of public investments to decrease instability is an urgent matter in North-South Korean economic cooperation. 

Second, for the linking of railways (Trans Siberian Railway, Trans Manchurian Railway or Trans China Railway) after the linking of the Gyung-eui Line and the East Sea Line, the modernization of North Korean railways is also needed. Russia estimates that the construction of the related railway in North Korea would take up US$ 24.96 billion dollars (about 3.12 trillion won) and the period of construction three to five years. Therefore, the formation of an international consortium of North Korea, South Korea, Russia, Japan and EU countries could be considered. 

Third, the construction of the Gaeesong Industrial Complex is necessary. North-South Korean trade and investment could be tax exempt due to the special circumstances of being a divided nation. At the same time, South Korea, the investor, must create accessibility and the environment for investment. This is different from the construction methods of other `special economic zones'. 

Practical development of the Gaesong Industrial Complex is needed, taking into consideration the limitations of the changes in North Korean policy and the global environment. With the linking of the Gyungui Line, cooperative measures must be implemented to strengthen the tourist infrastructure of the Gaesong region (survey, repair, and maintenance of cultural assets) and to increase convenience for tourists (accommodations, etc). Measures must also be taken to set up small common research complexes and processing of brought-in goods to promote environmentally friendly industries and educational complexes to foster the IT industry in North Korea. 

Fourth, the structural mechanism of economic cooperation must be cemented through continuous negotiations. With the adoption of the four agreements 1), structural mechanisms for North-South Korean economic cooperation have been ready for application, but all negotiations have reached a stalemate. There must be more dialogue on the details of the agreements and must progress as a more stable structure through the application of concrete case studies. 

North-South Korea Economic Community & Related development of East Asian Economic Cooperation 

In the long run, an internal market-oriented economic development must be pursued, based on the market for 70 million Koreans. To be sure, the North Korean market is still small, and so medium-priced range exports into North Korea would remain at a low level. However, a new economic development strategy must be actively pursued, as internal market-oriented development is possible through long term transactions between North and South Korea and the fixation of the division of labor. At the same time, the North-South Korean economic community should be expanded along with East Asian economic cooperation. Economic cooperation between South Korea, China, Japan and Russia must be strengthened in the East Asian sphere and efforts must be undertaken for the establishment of the East Asian Development Bank to promote the Tumen River development project, the economic modernization of North Korea, the energy-linking project of Asia, etc. 
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